
INDEX 663

A
accounting

accrual basis, 27
basis, 488
effects, asset-by-asset basis, 129–30
errors, changes, 45
information, 442f
losses, history, 422
policy/errors, changes, 321

accounting estimate, 45
change, accounting for, 48
changes, 45, 48

accounting policies, 45–9
application, judgements, 43
change, cumulative effect, 47
principles/conventions, 45
remuneration policies, 

relationship, 385f
selecting/changing, 45–6
voluntary change, application, 46–7

accounting profit, 426
taxable profit, differences/permanent 

differences, 404–7
temporary difference, reversal, 405–6

Accounting Standards Advisory 
Forum (ASAF), 7

Accounting Standards Board, FRS 17 
deliberation, 304

Accounting Standards Codification 
(ASC) 842 Leases, 225

accounts receivable, 443
accruals (ACCR), 455

future stock returns, relationship, 108
managerial discretion, 431
reporting, 260

accrued benefit method prorated on 
service method, 291

accrued losses, measurement/
disclosure, 376

accumulated benefit
determination, 298
present value, measurement, 298

accumulated depreciation account, 
reduction, 552

acquired foreign subsidiaries, 
consolidation

functional currency, parent’s 
reporting currency 
(equivalence), 648–9

functional currency, presentation 
currency (contrast), 640–8

acquirer
goodwill recognition, 503

identification, 499–500, 535f
records, journal entries, 506f

acquirer/vendor contracts, 341
acquisition date, 114–15, 540

accounting, 595–600
analysis, 544, 544f, 623, 641
balance sheet, 543
business combination valuation 

entries, 546f
consolidated worksheet, 548f,  

596–600, 598f, 600f
determination, 499, 500–1
information, 543f
measurement, 503
NCI share of equity, 600, 602
pre-acquisition entry, 547f
recorded dividends, subsidiary 

holding, 548–9
share of equity, 609
subsequent accounting, 600–5
worksheet entries, 545–55

acquisition-related costs, 505
acquisitions

analysis, 508–9, 516–17, 542–5, 591
reverse acquisitions, 536, 536f

actuarial gains/losses, occurrence, 295
adjusted market assessment 

approach, 66
adjusting events, 49
administrative overheads, 89
advertising/promotional activities, 

expenditures, 160
agents, role/impact, 533
aggregate amounts, disclosure, 452
aggregate cash flow effects, 451
aggregation, 28, 484–5

process, 526, 548
allocation process, 118–19
amortised cost

calculation, IFRS 9 basis, 350–1
definition, 350

annual general meeting (AGM)
attendance, 531
dividends declaration/approval, 

absence, 321
annual leave

accounting for. see employee benefits. 
provision, 420

annual report, extract, 490f–3f
arm’s length arrangement, 458
assessment, approach, 11
assets

accumulated depreciation, 406

alternative use, absence, 67, 68
asset for sale, holding (meaning), 84
carrying amount, 106, 118

intragroup transactions, impact 
(absence), 563

temporary differences, 
calculation, 416–17

cash flows, configuration, 114
ceiling, net-defined asset, limiting 

(effect), 293
condition, 203
corporate assets, issues, 184–6
creation/enhancement, customer 

control, 67
crypto assets, 87
depreciation, 238
derecognition, 110
disposal, 134–5
economic life, lease term, 244
economic performance, 176
expected disposal, 266
expense, contrast, 112
financial statement element, 11–12
group, 203

valuation premise, 211–12
identifiability, 154
identifiable assets, recognition/

measurement, 499, 501–3
identified assets, 226–7
impairment

accounting policies, 177f
test, 176–82

impairment loss
recognition/measurement, 180–2
reversal, 188–90

information, 487–8
initial measurement, 110
initial recognition, 418
intragroup transfers, 574–8
inventories, equivalence, 84
location, 203
market participants, 

identification, 205
measurement, 203
multiple assets, acquisition, 115
non-monetary assets, 154
past event, 12
principal/advantageous markets, 

defining, 204–5
projected cash flows, estimation, 189
purchase, lessee option, 244
qualifying asset, 89
recognition, 68, 76, 110
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assets (Continued)
removal, 16
residual, equity (relationship), 14
revaluation

gains, 36
need, determination, 123

revaluation/reserve surplus, 
322–3, 618

transfers, revaluation model 
application, 130

right to payment, absence, 67, 68
risk, capture, 257
separate assets, 112
sharing, right, 310
tax bases, 415
transaction entry, ability/

willingness, 205
value, 175

associates, investments, 341
assumption, nature, 44
Australian GAAP, 171
available-for-sale (AFS) instruments, 52

B
balancing act, uncertainties 

(impact), 15
bank borrowings, classification, 436
bank overdraft, 436
bargain purchase gain, 549–50, 612–13

determination, 542–5
recognition/measurement, 499, 501, 

503–10, 510f
basic earnings per share, 465, 

466–70, 466f
Basis for Conclusion, 9
beginning inventory, unrealised 

profit, 619–20
Beller, Alan, 6
benchmark interest rate, 235
benefits/years of service method, 291
binding sale agreement, 270
Black-Scholes-Merton formula, 384
bonus issues, 317, 469
borrowings, problem, 578–83
broadcast rights, 85–6
business combinations, 498–9, 511–13

accounting for, principles, 499–510
acquirer purchase, 498f
acquisition, problem, 518–19
consideration transfer, 505–6, 506f
consolidation, relationship, 535–6
corporate event, 521
disclosure, 513–15, 557–9, 558f–9f
entity, acquirer control, 499f
occurrence, 499
results, joint venture formation 

(impact), 499

subsequent accounting for, 510–13
valuation entries, 540, 546, 546f, 

550–3, 552f, 599, 601, 608, 
612, 641–2

voting rights, identification, 500
business combination valuation reserve 

(BCVR), 544, 615
businesses

activities, expenses (incurring), 483
defining, purpose, 498
ownership interests, changes, 451–2
performing lines, problems  

(concealment motivation), 495
risks, assessments, 458

businesses combinations
contingent consideration, 352

business models
assessment, delineation, 345
usage, 345–6

C
capital

concepts, 19
destruction, 332f
information, 44
structure, management 

(equity reduction), 318
capital expenditure (CAPEX), 

investment option, 257
Capital Markets Advisory Committee, 5
carry-forward tax loses, creation/

recoupment, 413–14
carrying amounts

determination, 414
recoverable amount, contrast, 187
sensitivity, 44
temporary differences, 

calculation, 416–17
cash

alternatives, inclusion, 395–7, 437f
components, 450–1
contracts, settlement, 473
defining, 436
disclosures, 451f
profit, 488
receipts, determination, 443–4
receipts/payments, activity 

classification, 437f
cash dividends, distribution, 321
cash equivalents

components, 450–1
concept, usage, 437f
defining, 436
disclosures, 451f

cash flows. see future cash flows
activities, classification, 437–9
characteristics, 347

configuration, 114
contractual cash flows, variability 

(occurrence), 347
effects, presentation, 452
financing activities

impact, 449–50, 449f
income tax, relationship, 178

hedge, 362–3, 362f
fuel price risk, relationship, 366f–7f
reclassification/transfer 

adjustments, 366–7
requirements, summary, 363t

interaction, 79f
interest paid, determination, 447
investing activities, impact, 448–9, 449f
net basis reporting, 441
operating activities

direct method, usage, 443–5, 445f
indirect method, usage, 

446–8, 446f
relationship, 438f
usage, 443–8

projected cash flows, estimation, 178
reporting

financing activities/investing 
activities, usage, 441

methods, 439
reporting, operating activities 

usage, 439–41
direct method, usage, 

439f–40f, 450
indirect method, usage, 440f

variation, 343–4
cash-generating units (CGUs), 176

goodwill
allocation, 187
exclusion, 182–4
relationship, 186–8

identification, 182–3
impairment, 184
impairment loss, 183–4
Level 2 input, 208
Level 3 input, 208
recoverable amount, 

measurement, 190–1
cash-settled share appreciation rights

accounting treatment, 392, 393–4
performance conditions, 

impact, 394–5
service conditions, impact, 393–4

cash-settled share-based payment 
transactions, 382, 392–7

chief operating decision maker (CODM)
identification, 482–3
operating results review, 483
segment information presentation, 481
segment profit/loss report, 487–8
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climate-related matters, effects, 205
commercial aircraft, sale/revenue, 69f
commodities, securities exchange 

trading, 208
company

directors, voting right, 309–10
executives, remuneration 

(criticism), 380
gearing ratio, usage, 336
solvency ratio, usage, 336
winding-up/liquidation, 310

company-issued share option, 
impact, 316

comparability, 9–10
comparative information, 26

minimum, IAS 1 requirements, 28–9
usage, 489–90

compound financial instruments,  
339–40, 340f, 396t

compound securities, option  
type, 317

concentration test, meeting, 498
Conceptual Framework for Financial 

Reporting (Conceptual Framework) 
(CF), 4, 7

equity definition, 308
objective, 8

conceptual framework, overview/
purpose, 7–8

conditional obligations, 12
confirmatory value, 8
consideration, transfer, 503
consignment inventory, 96
consolidated current/non-current 

assets, 30f
consolidated current/non-current 

liabilities, 31f
consolidated equity, 32f
consolidated financial statements, 

526–8, 613–24
accountability, 528
conditions, 534
consolidation, reasons, 528
definition, 526
disclosure, 536–7
financial statements, 

consolidation, 527, 527f
information comparability, 528
multiple groups, 528
preparation, 534, 540, 542
risks/benefits, reporting, 528

consolidated/non-current 
liabilities, 31f

consolidated statement of changes in 
equity, 40f, 577f, 583f, 622f

consolidated statement of financial 
position, 30, 578f, 583f, 623f

consolidated statement of profit or 
loss and other comprehensive 
income, 577f, 582f, 622f

consolidation
business combinations, 

relationship, 535–6
control, criterion, 528–33
process, 540–2, 551

equity method, usage, 557f
NCI effects, 588–93

consolidation worksheets, 541–2, 541f, 
547–8, 554f, 555–7

change, full goodwill method 
(impact), 623

entries, 615
extract, 565f
journal entries, adjustment, 547
non-controlling interest, 593, 593f

constructive obligations, 12, 261, 269
contingent assets, 273
contingent consideration, 504–5, 511
contingent liabilities, 262, 

263, 511, 553
contingently issuable shares, 469, 473
contingent settlement provisions, 339
continuing operations, earnings, 468f
continuity assumption, 10
contract(s)

application issues, 72–6
combination, 58
context, 59
continuation, 72
creation, 72, 73
disclosures, 77
entry, 74
existence, 57, 531
financing component, 64
identified asset presence, 

determination, 227–8, 230f
judgements, 77
lease, identification, 229
negotiation, 58
non-lease components, 233
obtaining/fulfilment costs, asset 

recognition, 77
performance obligations, 

identification, 56
scope, increase, 72
settlement, 473
termination, 58, 72

contract assets
interaction, 79f
presentation, 76

contract costs, 70–2
amortisation/impairment, 71–2
capitalisation, 70–1

contract definitions, arrangements

absence, 57–8
presence, 57

contract fulfilment costs, 70-1
entity responsibility, 76

contract liabilities
interaction, 79f
presentation, 76

contract modification, 72–4
accounting for, decision tree, 73f

contractual cash flows, variability 
(occurrence), 347

contractual obligation, 338, 339
contributed equity

share capital issuance, 312–14
share capital movements, 314–18

control account/subsidiary ledger 
reconciliation, 96

control, importance, 12
conversion costs, 89
convertible debt instruments, potential 

voting rights, 532
convertible note, 340f
convertible securities, 473
convertible shares, non-convertible 

shares (contrast), 311
core goodwill, 507f
corporate assets

accounting for, 185–6
allocation, 191–5
issues, 184

corporate structure
features, 309–10
limited liability, 310
share capital, usage, 309–10

cost
approach, 206, 209
determination, 88–91, 113
formulas, 100–3
measurement techniques, 103
model, 118–22, 143–6

choosing, 133
usage, 138, 161, 180–1

other costs, 89
costing methods, application 

(consistency), 103
cost of capital, voluntary disclosures 

(link), 477
cost of sales (cost of goods sold), 

equation, 92
costs of disposal, subtraction, 177
counterparty

cash settlement request, 397
settlement choice, 397

covenants, company compliance, 30
COVID-19 pandemic, 89, 104f
credit adjustment, 568
credit-impaired financial assets, 355



INDEX666

credit risk
increase, 354
recognition, 348
usage, 358f

crypto assets, 87
cumulative abnormal annual stock 

returns (CAR), 455
cumulative preference dividends, 467
cumulative preference shares, 311

holder redemption, 337f
current assets

description, 29
inventories/receivables, inclusion, 31

current cost (entry price), 17
current exit price, 201
current period

errors, 49
NCI share of changes in equity, 

602, 604, 609
current service costs, profit/loss 

recognition, 291
current tax

items, recognition, 425
recognition, 412
worksheet, determination, 408–11

current tax, calculation, 407–11
current value measurement, 17
current year profit, taxable profit 

(differences identification), 408
customers

activities, affects exposure, 75
benefits, receiving/consuming, 67
cash receipts, determination, 443–4
consideration paid/payable, 64
contract(s), 56–8, 76, 77
insolvency, 49
options, determination, 61

cut-off procedures, 95

D
debt covenants, 336

constraints, 133
debt instruments

amortisation, 345
amortised cost measurement, 355
fair value through other 

comprehensive income (FVOCI), 
345, 349, 353

FVOCI measurement, 355, 357
FVPL, 345, 349
measurement, 353, 359t
portfolio, amortised cost 

measurement, 356–7
securities exchange trading, 208
term to maturity, extension, 344

debt, issuance (costs), 504
debtor, insolvency (information), 50

deductible temporary differences
calculation, 417
circumstances, 406–7
usage, 422

deductions, payment (remitting), 281
deferred tax

amounts, accumulation, 420
business combination (impact), 425
calculation, 414–21
excluded differences, 418
items, 421f, 425, 426
liabilities/assets, calculation, 417–18
managerial discretion, 

relationship, 431
movement (recording), journal 

entries (usage), 423
worksheet, 419–21

deferred tax assets
calculation/recognition, 414
recognition, 421–2
types, 431

deferred tax liabilities
account, reconstruction, 443, 447
calculation/recognition, 414
movement, 447
recognition, 421
types, 431

deficit/surplus
asset/liability determination, 289–91

defined benefit (DB) obligation 
(present value determination), 
projected unit credit method 
(usage), 291–2

defined benefit (DB) pension 
plan 287-8

accounting for, 290f, 295–7
deficit/surplus, examination/

determination, 289–90, 292
modifications, 294

defined benefit (DB) post-employment 
benefit plans

deficit/surplus, determination, 291–2
employer accounting, 290–1

defined benefit (DB) post-employment 
benefits, accounting for, 289–97

defined contribution (DC) plan, 287
defined contribution (DC) post-

employment benefits, accounting 
for, 288–9

depreciation, 118–22, 238, 649
allocation process, 118–19
charge, 242
diminishing-balance method, 119–20
expense, addition, 440
inter-period allocation method, 148
methods, 119–20
movement, 139–42

residual value, 122
revalued assets, depreciation 

(revaluation model 
application), 131–2

significant parts depreciation, 122
straight-line method/basis, 119, 550
units-of-production method, 120
useful life, 121

derecognition, 16, 35
derivatives, 342–4

definition/characteristics, 343
financial instruments, bets, 343
FVPL, 345
measurement mismatch, 368

development costs, capitalisation/
amortisation, 406

development outlays, 
capitalisation, 158

diluted earnings per share, 471–5
dilution effect, 471
dilutive potential ordinary shares, 472
dilutive securities, existence, 473–4
diminishing-balance method, 119–20
directly attributable costs, 116
direct method, 439, 445, 455
disclosure of accounting policy 

information, 42–3
disclosures, 18–19, 76–9, 514f–15f

application, 490–3
benefit, 477
business combinations, 513–15, 

557–9, 558f–9f
cash/cash equi9valents, 451f
consolidated financial 

statements, 536–7
earnings per share, 475
encouragement, 453
entity provision requirement, 77
entity-wide disclosures, 489
equity, 324
fair value measurement, 215–18
financial instruments, 368–74, 371t
foreign currency, 650
guidance, 18
income taxes, 426–9
intangible assets, 164–7
inventories, 106–7
investment properties, 138–9
lessee, 241–3
non-controlling interest 

(NCI), 586–8
objective/requirements, 76
operating segments, 487–90
other disclosures, 44
principles, 398t
property, plant and equipment 

(IAS 16), 135–6
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provisions, 273, 274f
related party disclosures, 458–64
requirements, 215–16, 216f–18f,  

398, 650f
focus, 462
income taxes, 427f–8f

share-based payment, 397–9
statement of cash flows, 450–3
subsidiaries, 559f
voluntary disclosure, 477

discontinuation, 367
discontinued operations, 36, 

37, 50, 468f
discount

entity allocation, 65
rate, determination, 178–9
unwinding, 117

dissimilar items, 28
dividends

consolidation worksheet, 582f
current period payment, absence/

presence, 571–2
declaration, 321, 618, 634
entity distribution, 449
expectation, 384
interim/final dividends, 321–2
payment, 618
preference dividends, earnings 

calculation adjustment, 467f
problem, 578–83
received/paid, classification, 438

dividends, intragroup transactions 
(adjustments), 605

due process, 6
Due Process Oversight 

Committee (DPOC), 7

E
earnings, 467

calculation, adjustment, 467f
changes, usage, 21
continuing/discontinued 

operations, 468f
management, importance, 521

earnings per share (EPS), 464–75
academic focus, 478
basic earnings per share, 465, 

466–70, 466f
diluted earnings per share, 471–4
retrospective adjustments, 474
scope, 466
share options, effect, 472
utility, limitation, 465

earnings-per-share (EPS) increase, 318
earnings response coefficient (ERC), 21
earnings to net profit, recurrence 

(reconciliation), 466f

economic benefits, rights, 228
economic conditions, management test 

estimate, 178
economic credit risk hedging, 368
economic resource, 11, 13
effective interest rate, definition, 350
embedded derivatives, 342, 343–4
Emerging Economies Group, 5
Emissions Trading System (EU ETS), 

launch, 86
empirical research, qualitative 

characteristics, 22
employee benefits

accounting for, 280
accumulated benefit, determination/

present value measurement, 298
annual leave, 280, 284–5
bonus plans, 286–7
CEO remuneration, 286f
defined benefit post-employment 

benefits, accounting for, 289–97
defined contribution post-

employment benefits, accounting 
for, 288–9

defining, 280
IAS 19, scope/purpose, 280
leave entitlements, 283
long service leave (liability 

measurement), 298
long-term employee 

benefits, 297–300
non-monetary benefits, 280
paid absences, accumulation, 283
payments, remitting, 281
payroll, accounting/usage, 281–2
post-employment benefits, 287–8, 297
profit-sharing arrangements, 286–7
projected unit credit method, usage, 

291–2, 298
service leave payments, impact, 298
short-term employee benefits, 280–7
short-term paid absences, 283–6
short-term profit-sharing 

arrangements/bonuses, 
liabilities, 287

sick leave, 280, 285–6
termination benefits, 301–2
vesting/non-vesting paid absences, 

accumulation, 283
wages/salaries, accrual, 282–3

employees
bonuses, payment, 70
cash payment, 396, 439, 444–5
employer/pension plan, 

relationships, 287f
expenses, 282f
long service leave, 298–300

long service leave eligibility 
estimation, 298

sales commissions, 70
employee stock options (ESOP), 

usage, 328
employer, pension plan/employees 

(relationship), 287f
ending inventory, profits,  

564–7, 619
end-of-period accounting, 95–6
end-of-period adjustments, 96–7
enforceable period, 231f, 232
entity (entities)

activities, requirement, 75
amount of consideration, 

collectability, 57
changed use, 175
combination, 500f
control, 12
debt covenants, constraints, 133
economic benefits, production, 11
economic credit risk hedging, 368
environment/market, 175
equity

fair value measurement 
application, 215

instruments, settlement, 338
financial structure, evaluation, 436
formation, 535, 535f
governing body, composition, 500
government-related entities, 464
greenhouse gases, emission, 261
group, 527f
information disclosure, 559
inventory risk, 76
non-monetary exchanges, 56
obligations

meeting, restriction, 338
performing, 58

operations, entity-specific value, 114
parent, equivalence 

(determination), 540
policies/processes, 216
present obligation, 261
promise, nature (determination), 75
relocation/reorganisation, 

expenditures, 160
reported profit figure, scrutiny, 133
risk-management, 362
size, contrast, 500
transactions, making, 540–1

entity-wide disclosures, 489
entry price, 201
environmental liabilities/environmental-

related disclosures, 276
equipment

remaining useful life, 552
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equipment, depreciation, 550
equity, 308–9

accounts, parent balance 
(carrying), 547

charges, 601f
compensation schemes, 

objective, 388
components, 322–3, 340f
contributed equity, share capital 

issuance/movement, 312–18
corporate structure, features, 309–10
disclosure, 324
distributions, 340t
financial statement element, 14
for-profit companies, 309
increase, profitable operations 

(impact), 14
interests, 500–1
investors, benefit, 21
method, usage, 555–7, 556f, 557f
NCI share, calculation, 586, 594–608
ordinary shares, 310–11
owner equity, 308f
reduction, 318
reserves, 320–23
retained earnings, 321–2
share capital, forms/decreases, 

310–11, 318–20
statement of changes in equity, 26, 

39, 41, 324, 325f–6f
statement of financial position 

components, 308
treasury shares, holding/reissuance/

cancellation, 319–20
equity-based compensation, 

problem, 396
equity-indexed interest, 

embedding, 344
equity instruments, 504

acquirer purchase, 498
considerations, 390
designation, 345, 349
exercise price, variation, 389
fair value, 384–5, 390
financial liabilities, distinctions, 336–9
FVOCI, 349
FVPL, 345
granting terms/conditions, 

modification, 391–2
grant, repricing, 391–2
issuance, costs, 504
number, vesting variation, 386
number/weighted average fair 

value, 398
repurchases, 392
securities exchange trading, 208
settlement, 338

equity/liability test, 
applications, 336–8

equity-or-debt classification, 276
equity-settled share-based payment 

transactions, 382, 383–5, 392
estimation uncertainty, nature, 44
exchange rates, 626–7
executives, remuneration 

(criticism), 380
exercisable options, potential voting 

rights, 532
exercise price, variation, 389
existence uncertainty, 15
expected cost plus margin 

approach, 66
expected credit losses, 354f, 355–7
expected credit loss model, 

application, 353
expected rate of return (ERR), 304
expected value, 61–3
expected volatility, measure, 384–5
expenditures, 160
expenses

classification, 37f, 340f
financial statement element, 13–14
recognition, 160–1

expenses, translation, 634, 639
experience adjustments, 295

F
fair value

accounting, 220, 332–3
calculation, costs of disposal 

(subtraction), 177
change, likelihood, 216
current exit price, 201
definition, 201–2, 349
entity-specific characteristic, 

absence, 87
fluctuation, gains/losses, 245
framework, 202–8
hedge, 362, 363t, 364
hierarchy, 207, 215
model, usage, 138
orderly transactions, 201–2
transaction/transportation costs, 202

fair value measurement, 113, 159, 244
application, 212–15
approaches, 213–14
basis, 123
categorisation, 216f–18f
disclosure, 215–18, 216f–18f
entity policies/processes, 

relationship, 216
inputs, 207–9
Level 1 inputs, 207–8
Level 2 inputs, 208

Level 3 inputs, 208
observable inputs, 207
standard, need, 200
unobservable inputs, 207
valuation technique(s), 203, 206, 209

fair value through other comprehensive 
income (FVOCI), 345, 349

fair value through profit or loss 
(FVPL), 345, 348, 349

faithful representation, 9, 15
finance leases

definition, 244
lessor accounting, 246–9, 247f–9f
manufacturer/dealer lessor 

accounting, 250–1
manufacturer lessor 

recognition, 250–1
measurement, 247
operating leases, distinction, 225
recognition, 246–7

Financial Accounting Standards 
Board (FASB)

leasing project addition, 224
revenue standard issuance, 56
translation process objectives, 628

financial assets
cash flow characteristics, 347
categories, 345f, 346t
credit impairment, 354
definition, 335
derecognition, 35, 353
fair value carrying, 406, 407
financial instrument category, 344–7
gains/losses, recognition, 353
general approach, 353–4
impairment/collectability, 353–8
initial measurement, 349
management, business models 

(usage), 345–346
measurement, 345, 348–59
offsetting, 359–60
originated credit-impaired financial 

assets, 355
purchased credit-impaired financial 

assets, 355
recognition criteria, 348
scope, 341–2
simplified approach, 355
subsequent measurement, 349–51
transfers, 374t

financial capital concept, 19
financial crisis (2008–2009), 315
financial guarantee contracts, 351, 353
financial information

fundamental qualitative 
characteristics, 8–9, 15

qualitative characteristics, 8–10
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financial instruments, 337–8
categories, 344–8
compound financial instruments, 

339–40, 340f
definition, 334
derivatives, 342–4
disclosures, 368–74
embedded derivatives, 342–4
equity-or-debt classification, 376
fair value, 349
financial assets, 335

measurement, 348–59
offsetting, 359–60
recognition criteria, 348
scope, 341–2

financial liabilities
measurement, 348–59
offsetting, 359–60
recognition criteria, 348
scope, 341–2

financial risks, relationship, 369t
gains and losses, 37
hedge accounting, 360–8
identification, 334
issuer, impact, 336
items, exclusion, 334
liabilities, 335
model, 354f
non-derivative financial instruments, 

addressing (absence), 339
non-financial instruments, purchase/

sale contracts, 334
own use contracts, 342
periodic payments, treatment, 336
reclassifications, 348
risks, nature/extent, 372t–3t
rules, 336–8
scope, 341
settlement choice, 339
significance, 370t–1t
summary, 335t
types, 334

financial item, risk component, 361
financial liabilities

categories, 347t
definition, 335
derecognition, 353
equity instruments, distinctions, 336–9
financial instrument categories, 344, 

347–8, 347t
gains/losses, recognition, 353
initial measurement, 349
measurement, 348–59
offsetting, 359–60
recognition criteria, 348
scope, 341–2
subsequent measurement, 349–51

financial performance, financial 
instruments (significance), 370f–1f

financial position
comparative statements, 448
financial instruments, 

significance, 370t–1t
information, 8

financial reporting, 332f–3f
cost constraint, 10
objectives, segments (usage), 480

financial statements, 442f
climate-related matters, effects, 205
components, 26–7
filing, 534
lease-related items, presentation, 241f
principles, 27–9
reporting, frequency, 28
scope, 480
tax presentation, 425–426

financial statements, elements
definition, 11–14
measurement, 16–18
recognition, 14–15

financing activities
cash flows, relationship, 178
definition, 437
usage, 441

financing cash flows (CFF), 455
financing component, 63–4
finished goods/materials/services, 

transport/handling/costs, 88
finite useful lives, inclusion, 163–4
firm commitment

binding agreement, 361
cash flow hedge, 364–5

first-in, first-out (FIFO)
cost formula, 99
usage, 84

fixed payments, usage, 235, 244
fixed production overheads, 

allocation, 89
forecast transaction, 361
foreign currency

disclosure, 650
gains and losses on translation, 36
transactions, 626
transformation, subsidiary  

(conduit role), 629
translation, 626–7

foreign operations, net investments, 
36, 640, 649–50

foreign subsidiaries, statements, 626
for-profit companies, listing (presence/

absence), 309
forward contract, recognition, 348
forward-looking expected credit loss 

model, 332

Free Carrier (FCA), 95
free choice, basis, 62
Free On Board (FOB), 95–6
fuel price risk, cash flow 

hedges, 366f–7f
Fulfilment value (exit price), 17
full goodwill method, 589–90, 623
functional currency, 627–30

financial statements, 
translation, 632–8

foreign currency transactions, 
translation, 632

IAS 21 indicators, 631f
identification, 630–1
local currency translation, 634–8
presentation currency, 

contrast, 640–8
transactions, translation, 632
translation, 636f–7f

future cash flows
determination, 178
estimates, risk adjustment, 264–5
prediction, 37

future costs, provision, 117
future events, 266
future lease payments, adjustment, 238
future operating losses, provision 

recognition (disallowance), 268

G
gains/losses, 340–1
gearing ratio, usage, 336
general ledger accounts, 

reconstruction, 444
general purpose financial reporting, 

objective, 8
general purpose financial 

statements, users, 28
Global Preparers Forum, 5
going concern, 10–11, 27
goods in transit, 95–6
goods/services

activities, transferability (absence), 75
consideration, expected amount, 72
customer options, 60–1
observable price, entity usage, 66
payment terms, entity 

identification, 57
prices establishment, entity 

discretion, 76
promise, 58
sales/purchases, 530
transfer, arrangements (revenue 

recognition), 68–70
transfer, promise, 58
transferred goods/services, 

distinctiveness (absence), 73
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goods/services, distinctiveness, 58
capability, 58–9
determination, 59
payment, 64
series, characteristic, 60

goodwill, 641
absence, 193–5
accounting for, 508
asset, equivalence (question), 508
balance, historical rate 

translation, 649
calculation, 186
components, 507
core goodwill, 507f
definition/calculation, 507
determination, 542–5
excluded difference, 418
exclusion, 182–4
full goodwill method, 589–90
impairment tests, 553
measurement, 499, 501, 503–10
partial goodwill method, 590–1
recognition, 499, 501, 503–10, 

599, 601–2
recording, 550
studies, 196

goodwill impairment, 196
issues, relationship, 188
test, 179f–80f, 187–8

governing body, composition, 500
government grant, recognition, 407
government-related entities, 464
gross-settled share options, 316
group earnings, impact, 552
growth rate, 178

H
hedge accounting, 360–8

alternatives, 368
conditions, 360, 362–6
entity discontinuation, 367-8
requirements, objective, 360
standards, development 

(questions), 360
hedged item, 360, 361
hedges

effectiveness, 362, 366, 368f
ratio, 367
ratio/rebalancing/

discontinuation, 360
types, 362–6

hedging instrument, 360, 361
hedging relationship, types, 362
high-quality corporate bonds, market 

yields (impact), 288
historical cost accounting  

(HCA), 220

hold to collect and sell business 
model, 345–6

hold to collect business model, 345–6

I
IASB and IFRS Interpretations Committee 

Due Process Handbook  
(DP Handbook), 6

identifiable assets
acquirer recognition, 540
acquisition, 501
measurement, 499, 501, 503
recognition, 499, 501–2, 546

identifiable, definition 
(absence), 154–5

identifiable liabilities, acquisition, 501
identified asset, 226–9, 230f
IFRS (see International Financial 

Reporting Standards)
IFRS Interpretations Committee 

(IFRIC), 5, 87, 88
Agenda Decisions, 505
1 Changes in existing decommissioning, 

restoration and similar 
liabilities, 117

21 guidance/examples, 270,  
271timmaterial prior period 
errors, 49

impairment
accounting policies, 177f
cash-generating units, 182–4, 186–8
disclosure, 190–1
evidence, collection, 175–6
goodwill, 179f–80f, 186–8
indicators, 176
issues, 188
non-financial assets, 

application, 209–11
test, 175–6, 177f, 188, 553
value, calculation, 178–9

impairment loss
accounting for, 183
accumulation, 200
calculation, 357
corporate asset allocation, 191–5
determination, 183
goodwill, exclusion/absence, 

183, 193–5
recognition/measurement, 180–2
reversal, 188–90

import duties/taxes, 88
in-combination valuation 

premise, 210–11
income

approach, 206, 209
definition, 13
financial statement element, 13

from subsidiary (analysis), equity 
method (usage by parent), 556f

items of comprehensive 
income, 33–4

statements, 551f
tax, cash flows (relationship), 178
translation, 634

income taxes, 404
accounting for, 407
classification, 438–9
current tax, calculation, 407–11
disclosures, 426–9
effective tax rate, 426
expense, component (calculation), 447
issues, 424–5
losses, 413–14
net tax provision, 428–9
paid, determination, 447–8
payment, 412–13

incurred loss model, 376
indefinite useful lives, 163f, 164
indirect method, 439, 455
information

comparability, 528
error-free characteristic, 9
external sources, 175
internal sources, 175–6
presentation requirement, 31–3
uncertainty, sources, 43

initial public offering (IPO), 312, 328
input methods, 69–70
insurance contract

defining, 369
rights/obligations, 341

intangible assets, 110, 152f–3f, 
153–5, 502f

accounting, 157, 162
acquisition, 156, 157
amortisation, 162–4
balance sheet, extract, 159f
brands/mastheads/publishing titles/

customer lists, 159
business combination, acquisition 

(relationship), 156–7
cost model, usage, 161
definition (IAS 38), 153–4
development outlays, 158, 168–9
development phase, 157–8
disclosure, 164–7, 164f–7f
expense, recognition, 160–1
extract, 159f, 160f
fair value measurement, 159
finite useful lives, inclusion, 163–4
identifiable, definition 

(absence), 154
impairment, 181f–182f
indefinite useful lives, 163f, 164
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initial measurement, 155–61
initial recognition, 159, 161–4
internally generated assets, 

non-recognition 
(explanation), 158–60

internally generated goodwill, 161
internally generated intangible 

assets, 157–8
measurement, 157, 161–2
non-monetary, term (inclusion), 154
physical substance, absence, 155
recognition, 155–61
research phase, 157–8
retirements/disposals, 164
revaluation model, usage, 161–2
separability, criterion 

(inclusion), 155
separate acquisition, 156
subsequent expenditure, 162
unrecognised intangibles, 171

intangible R&D assets, amortised cost 
(estimation), 172

intellectual property, licenses, 74–5
interest, 340–1

expenses, 242
intragroup transfers, 610–1
received/paid, classification, 438
revenue, receiving, 406

interest-free loan, initial 
measurement, 349f

interest paid, determination, 447
interest rates, 175, 235
interim/final dividends, division, 321–2
internally generated assets, 

non-recognition 
(explanation), 158–60

internally generated goodwill, 161, 187
internally generated intangible 

assets, 157–8
internal organisation, structure (entity 

change), 489, 490
International Accounting Standards 

(IAS) (see International Financial 
Reporting Standards)

International Accounting Standards 
Board (IASB), 4. see also 
Conceptual Framework for 
Financial Reporting

formation, 4–5
IFRS 15 issuance, 56
independence, 5
US FASB, interaction, 333

International Accounting Standards 
Committee (IASC)

establishment, 4
operations, review, 5
shortcomings, 4

Standing Interpretations Committee, 
replacement, 5

International Chamber of Commerce 
(ICC), terminology (usage), 95

International Financial Reporting 
Standards (IFRSs)

IAS 1 Presentation of Financial 
Statements, 26–38, 43f, 
77, 134, 586

IAS 2 Inventories, 17, 70, 71, 87
IAS 7 Statement of Cash Flows, 85
IAS 8 Accounting Policies, Changes in 

Accounting Estimates and Errors, 
27–9, 42, 45–8, 68, 71, 117

IAS 10 Events after the Reporting 
Period, 27, 44, 49–50

IAS 12 Income Taxes, 32, 152, 407
IAS 16 Property Plant and Equipment, 17, 

114, 118, 122, 126, 134

IAS 19 Employee Benefits, 152, 280
IAS 20 Accounting for Government 

Grants and Disclosure of 
Government Assistance, 157

IAS 21 The Effects of Changes in Foreign 

Exchange Rates, 626

IAS 27 Separate Financial 
Statements, 56

IAS 28 Investments in Associates and 
Joint Ventures, 56

IAS 32 Financial Instruments: 
Presentation, 28, 333

IAS 33 Earnings per Share, 46
IAS 34 Interim Financial Reporting, 27
IAS 36 Impairment of Assets, 17, 174
IAS 37 Provisions, Contingent Liabilities 

and Contingent Assets, 260
IAS 38 Intangible Assets, 17, 71, 

86–7, 152, 155
IAS 40 Investment Property, 17
IAS 41 Agriculture, 225IFRS 2  

Share-based Payment, 369, 380
IFRS 3 Business Combinations, 

115, 152, 588
IFRS 4 Insurance Contracts, 274
IFRS 5 Non-current Assets Held for 

Sale and Discontinued Operations, 
32, 43, 152

IFRS 7 Financial Instruments: 
Disclosures, 200

IFRS 8 Operating Segments, 5, 480
IFRS 9 Financial instruments, 

17, 35, 38
IFRS 10 Consolidated Financial 

Statements, 56, 458, 562
IFRS 11 Joint Arrangements, 56
IFRS 12 Disclosure of Interests in Other 

Entities, 588

IFRS 13 Fair Value Measurement, 17, 
87, 104, 200

IFRS 15 Revenue from Contracts with 
Customers, 56–8, 60–1, 70, 
72, 76, 85

IFRS 16 Leases, 56, 110
IFRS 17 Insurance Contracts, 32, 35, 

56, 152, 341
IFRS 18 Presentation and Disclosure in 

Financial Statements, 50
compliance, 27, 41
management compliance, reporting 

requirements, 41f–42f
post-implementation reviews, 7
Practice Statement 1, Management 

Commentary, 26
Practice Statement 2 Making 

Materiality Judgments, 43
publication proposal, 

development, 7
publishing, 6–7
redeliberations/finalisations, 7
research programme, 6–7

International Financial Reporting 
Standards Advisory Council 
(IFRSAC), 5

International Financial Reporting 
Standards (IFRSs) 
Foundation, 4, 5–6

due process, 6
purpose/governance, 5–6

international standard setting, 
institutional structure, 6f

International Sustainability Standards 
Board (ISSB), 5

intragroup transactions, 541, 586, 
592, 642–4

adjustments, 562–3, 605
borrowings, 573
dividends, 571–3
effects, 562, 608–12, 620f–1f
inventory transfers, 

involvement, 569–70
non-controlling interest, 

relationship, 611–12
services, 570–1

inventory (inventories), 33f, 84–7
accounting policies, 100f, 103f
assets, equivalence, 84
broadcast rights, 85–6
classification, 85
cost, 84, 88
cost, determination, 88–9
costing methods, 10
crypto assets, 87
current programme rights, 86
definition, 84



INDEX672

inventory (inventories) (Continued)
emission rights, 86–7
IAS 2 definition, 84
impairment, disclosure, 104f
information role, 108
materials/supplies, write-down, 105
measurement principles, 84, 87
Note 1.11, extract, 86f
Note 11, extract, 85f
purchase costs, 88–9
realisation, 610
recording, periodic/perpetual 

methods, 92
risk, 76
sale(s), 49, 550, 552, 564–6, 618, 619
scope, 85–7
sold, cost, 406
transactions, recording, 92
transfer, 564–70
write-downs, 36, 105

inventory on sale, costs 
(assigning), 98–103

investee
activities, directing, 530
control, definition, 529
decision-making authority, 533
direct, ability, 530
management personnel, member 

control, 529
investing activities, definition/

usage, 437, 441
investment properties, 136–9

ancillary services, 137
definition/classification, 136–7
disclosure, 138–9
fair value carrying, 406, 407
joint use properties, 137
measurement, 137–8
transfers, 137

investments
account (analysis), equity method 

(usage), 555, 556f, 607f
amount, impact, 488
disposals, 236
elimination, 599, 601–2, 612, 

615–6, 642
issued capital, amount, 324

J
joint control, 459
joint use properties, 137
joint ventures

determination, 460
formation, impact, 499
interest, 369
investments, 341

judgments, changes, 76

L
labelling, 326
labour, abnormal amounts, 89
leaseback arrangements, 253
leaseback transactions, 253–5, 253f
leases

agreement, lessor classification, 245–6
allocation, 233
arrangements, lessee option 

(inclusion), 235
components, identification, 226
consideration, 232–3
current lease accounting, 224–5
expenses, 242
extract, 242f–3f
finance leases, operating leases 

(distinction), 225
future lease payments, 

adjustment, 238
identification, 225–33
interest rate, implicitness, 235f
lease-related items, presentation, 241f
lessee cancellation, 245
lessee measurement, 239–41
lessor classification, 243–6
liabilities, 234–5

accounting treatments, 238
interest expenses, 242
recognition, 236–7

maximum potential length, 
determination, 231

minimum lease payments (MLPs), 
disclosures (classification), 257

minimum/maximum length, 
range, 231

non-cancellable period, 230–1
ownership transfer, 244
payments

discounting, 245
lessor perspective, 244–5
present value, 244

receivables, expected credit loss 
model (application), 353

scope, 225
term, 230–2, 231f, 238
termination, payments/

penalties, 235, 244
legal obligation, 261, 272
lessee

accounting, 234–41
disclosure, 241–3
exemptions, 225
expense recognition, 238–9
initial measurement, 234–5
presentation, 241–3
purchase option, exercise price, 235
right-of-use asset measurement, 234

lessor
accounting, 246–53
classification, 243–6
perspective, 243f

levies, usage, 270
liabilities

asset holdings, 213–14
asset/transfer, sale/use 

restrictions, 203
assumed, measurement/recognition, 

499, 501–3
carrying amount, intragroup 

transactions impact 
(absence), 563

components, allocation, 340f
decommissioning, present value 

technique, 214
definition, 12, 263
fair value measurement, application/

approaches, 212–14
financial statement element, 12–13
IAS 37 definition, 260–1
incurring, 504
information, 487–8
initial recognition, 418
market participants, 

identification, 205
measurement, 203
removal, 16
residual, equity (relationship), 14
settlement, transfer (contrast), 212
tax bases, 415–16, 416f
timing/amount uncertainty, 260
transaction entry, ability/

willingness, 205
valuation, non-performance risk 

(relationship), 213
licences, 74, 75
limited liability, protection ability, 310
line items, 36
liquidity, 29
litigation settlements, 37
loan commitments

accounting for, absence, 353
settling, impossibility, 341

local currency, 627
translation, 634–8

long service leave. see employee 
benefits; employees

long-term benefits, 462
long-term employee benefits, 297–300
loss(es)

allowance, usage, 358f
information, 487–8
realisation, 564, 571, 610–12

lower of cost and net realisable 
value, 87, 103–6
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M
management

approach, risks and rewards 
approach (contrast), 481

commentary, integrated 
information, 26–7

personnel compensation, 462f–3f
market

approach, 206, 209
capitalisation, 175
condition, 389–90
participants, identification, 205
rent, 245

market-based tests, performing, 376
mark-to-market accounting, 332–3
material item, information, 28
materiality, 28

concept, usage, 8–9
definition, application, 42
judgements (IAS 1),  

application, 43f
material prior period errors, 49
measurement, 16

bases, 16–17
basis, selection, 17–18
rules, summary (IFRS 9), 359t
uncertainty, 15, 17–18

military aircraft, sale/revenue, 69f
minimum lease payments (MLPs), 

disclosures (classification), 257
minority voting interest, presence, 500
monetary assets, 154, 503
monetary items, 627, 633

N
net assets

fair value, determination, 543
financial capital concept, 

comparison, 19
net basis reporting, 441
net cash inflows, generation, 162
net defined benefit liability

adjustment, determination, 293
net interest, definition, 293
profit/loss amounts, recognition 

(determination), 293
remeasurements, determination 

(OCI recognition), 294–5
remeasurement, 36

determination, 291
net interest, definition, 293
net investment, hedge, 362
net nil position, 361
net realisable value (NRV), 103–6

estimation, 104
inventories write-downs, 36
level, comparison, 406

measurement rule, lower of cost 
(application), 105–6

rule, application, 87
write-down, 105

net wages, payment (remitting), 281
neutrality (bias, absence), 9
new share capital, issuance, 50
non-accumulating short-term paid 

absences, 283, 284f
non-adjusting events, 49
non-cancellable period, 230–1, 231f
non-cash considerations, 64
non-cash transactions, 453
non-compliance, implications, 44
non-controlling interest (NCI), 35, 

501, 586, 642
acquisition date, 

accounting, 595–600
adjustment, 619
amount, disclosure, 324
consolidation worksheets, 593, 593f, 

603, 605f, 620f
disclosure, 586–8
effects, 588–93
equity, equivalence, 530
explanation, 586–8
intragroup transactions, 

relationship, 611–12
options, selection (reasons), 592
recognition/measurement, 499
share of changes in equity, 602
share of current period changes in 

equity, 604
share of equity, 586, 594–609, 

616–7, 624
non-cumulative, non-redeemable 

preference shares, issuance, 337
non-cumulative preference 

dividends, 467
non-current assets, 110

additions, amount, 488
disposal, 133
expenditures (expensing), 9

non-derivative financial assets/
liabilities, hedging instrument 
function, 361

non-derivative financial instruments
addressing, absence, 339
issuer examination, 339

non-financial asset
application, 209–11
highest/best use, 209–12
valuation premise, 203

non-financial instruments, purchase/
sale contracts, 334

non-lease components, 233
non-market performance condition

earnings, link, 388
presence, 387–8

non-monetary assets, 
identification, 504

non-monetary items, 627
non-performance risk, 212–13
non-refundable upfront fee, charge, 60
non-vesting conditions, treatment, 390
no-par shares, issuance, 312
notes, 41–4
notes (accounting policies/explanatory 

information), 26

O
obligating events, 261, 272
obligation

duty/responsibility, third-party 
involvement, 12

existence, likelihood, 262
legal/constructive/conditional 

characteristic, 12
measurement, 264
occurrence, 262
present obligation, 12

obsolescence, 175
off-balance-sheet financing, 

achievement, 253
offsetting, 28, 359–60
onerous contracts, 268
opening inventory, profits, 568–9
operating activities

definition, 437
usage, 439–41

operating capability, 19
operating cash flows (CFO), 455
operating leases, lessor 

accounting, 251–3
operating segments

definition, 481
disclosure, 487–90
identification, 481–4, 482f
reportable segment, equivalence, 489
scope, 480

option-pricing model, 384
options, 316, 472

company-issued share option, 
impact, 316

contract, function, 342–3
employee stock options (ESOP), 

usage, 328
equity instrument, 317
exercise price, 384
exercising, 386–7
gross-settled share options, 316
life, 384
settlement options, 339

orderly transactions, 201–2
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ordinary shares, 310–11
contracts, settlement, 473
equity/liability test, 336f–7f

organisational structure, 500f
originated credit-impaired financial 

assets, 355
other comprehensive income (OCI), 

34–6, 34f–5f, 52, 320
credit risk, 348, 353
recognition, 295–6
revaluation increase, recognition, 124
tax effects, recognition, 447

outcome uncertainty, 15
outlays, capitalisation decision, 118
output methods, 68
outstanding shares (denominator 

placement), 465
oversubscriptions, 313–14
own credit issue, 332
owner equity, 308f
ownership, transfer (absence), 244
own use contracts, 341

P
paid-in capital, addition, 313
parent

company investment accounts, 
equity method (usage), 555–7

financial statements, 541
subsidiaries, 534f

relationship, 579f
participating shares, non-participating 

shares (contrast), 311
partners, rights/responsibilities, 308–9
party rights, entity identification, 57
par value shares, issuance, 313
past event, impact, 12, 13
past performance, information, 8
patent, impairment, 552–3
payroll

accounting for, 281–23
usage, 281

pension plan
assets, obligation, 289
employer/employees, 

relationship, 287f
performance obligations

criteria, application, 67
customer options, determination, 61
identification, 56, 58–61
separate performance obligations,  

58–60
time satisfaction, 70
transaction price, allocations, 69f
variable consideration, allocation, 65

performance obligation 
satisfaction, 56, 67–70

reporting period, revenue 
recognition, 77

time duration, 67–9
periodic inventory method, 92–5
periodic payments, interest 

treatment, 336
perpetual inventory method, 92–5
personnel records, updating, 281
physical capital concept, 19
physical damage, 175
physical substance, absence, 155
post-employment benefit plan, 461
post-employment benefits, 

287–8, 297, 462
accounting for, 290

comparability/transparency, 
enhancement, 290

Post-Implementation Review  
(PIR), 56

potential (dilutive) ordinary 
shares, 471f

conversion, 471
power

concept, application (problems), 532
definition, 429
directing ability, 530
rights origin, 529–30
usage, ability (impact), 533

pre-acquisition entries, 547–8, 
547f, 553–5

predictive value, 8
preference dividends

earnings calculation 
adjustment, 467f

non-cumulative/cumulative 
preference dividends, 467

preference shares, 311, 468
prepaid expenses, recognition, 406
presentation, 18–19, 76–9

consistency, 29
guidance, 18

presentation currency, 627–30
translation, 638–40, 639f–40f

present obligation, 12
economic benefits outflow, 

requirement (likelihood), 262
future commitments, contrast, 12
occurrence, 262

present value, 214, 264–5
price allocation, managerial 

compensation (impact), 521
principal considerations, agent 

considerations (contrast), 75
principal payments, embedding, 344
prior period error, 45

correction, 349
immateriality/materiality, 49

probability-weighted outcomes, 
usage, 355

production, costs/indirect costs, 89
profit

information, 487–8
numerator placement, 465
realisation, 564, 571, 610–12

profitability ratios, usage, 33
progress, measure, 68–70
projected cash flows, estimation, 178
projected unit credit method, usage, 

291–2, 298
property, destruction, 50
property, plant and equipment (IAS 

16) (PPE), 110, 110f–11f
accounting, effects (asset-by-asset 

basis), 129–30
acquisition date, 114–15
asset

expense, contrast, 112
movement, 139–42

cost model, 118–22
costs, inclusion/absence, 116
depreciation, 118–22, 139–42
derecognition, 133–4
directly attributable costs, 116
disclosure, 135–6
dismantling/removal/restoration 

costs, 116–17
funds, management outlay, 118
future benefits, generation, 112–13
initial measurement, 113–17
initial recognition, 112–13, 117
investment properties, 136–9

ancillary services, 137
cost model, usage, 138
definition/classification, 136–7
fair value model, usage, 138
measurement, 137–8
transfers, 137

joint use properties, 137
measurement, cost/revaluation 

models, 143–6
multiple assets, acquisition, 115
outlays, capitalisation decision, 118
purchase price measurement, 113–15
revaluation model, 123–32
separate assets, 112
separate classes, 123

proprietary cost argument, 495
protective rights, 530
provision

accounting for, 266–7
accrual, 276
assets, expected disposal, 266
best estimate, 263–4
binding sale agreement, 270
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changes, 266, 270
constructive obligation, usage, 269
contingent assets, 273
contingent liability, distinctions, 263
contingent settlement 

provisions, 339
decommissioning, 270
definition, 260–1, 268–73
disclosure, 273, 274f
estimation, decision tree, 264f
events/circumstances, risks/

uncertainties, 264
future events, 266
future operating losses, provision 

recognition (disallowance), 268
identification, 260–2
levies, 270
measurement, 263–73
present value, 264–5
recognition, 268–73

criteria, 262
requirements, applications, 271–3

refurbishment costs, 273
reimbursements, 266
restructuring, 269–70
revaluation, 447
revaluation (UK firms), 148
risk-adjusted rate, calculation, 265
usage, 266

Public Interest Entity (PIE), 309
purchased credit-impaired financial 

assets, 355
purchase option

exercise price, 235, 244
reassessment, 238

purchase price, 88, 113–15
put option, embedding, 344

Q
qualifying asset, 89
qualitative characteristics, 

enhancement, 9–10
quantitative thresholds, 

specification, 484

R
rebalancing, 367
rebates, 88
receivables, loss allowance/credit 

risk, 358f
reclassification adjustments, 366–7
recognised assets, excess value over 

carrying amount, 187
recognition criteria, 14–15
recognition, expense, 106
reconciliations

entity provision, 488–9

process, 92
recorded dividends, subsidiary 

holding, 548–9
recoverable amount

carrying amount, contrast, 187
definition, 176

redeemable preference shares, 311
refurbishment costs, 273
reimbursements, 266
related parties

close family members, control/
influence, 460

control/joint control/significant 
influence, 459

definition, 459, 459t
disclosures, 461–4
entities, 460–2
family, close member, 459
identification, 459–61
joint venture, determination, 460
key management personnel, 460
post-employment benefit plan, 

relationship, 461
relationships, 461
transactions, disclosures, 

461f, 462, 464f
related party disclosures, 458–64

objective/scope, 458
relevance

existence uncertainty, impact, 15
measurement uncertainty, impact, 15
outcome uncertainty, impact, 15
qualitative characteristic, 8

reliability, concept, 45
remuneration, 381f

entitlement, 533
policies, 385f
report, 465f

reportable segments
aggregation criteria, 484–5
assets, total, 488
asymmetrical allocations, 488
basic criteria, 484
definition, application, 486, 486f
identification, 484–5, 485f
information, 487
transactions, 488

reported profit/loss, 484
reported segments, increase, 495
reporting, frequency, 28
reporting period

adjusting event, accounting for, 50
events, 49–50
non-adjusting events, 50
revenue recognition, 77

Report of the Financial Crisis Advisory 
Group, 332, 332f–3f

repurchases, 468
research costs, recognition, 406
reserves, 320–22, 324, 634
residual approach, 66
residual, fair value fluctuation, 245
residual value, 122, 238, 244
restructuring costs, qualifying, 269
retained earnings, 321–2, 547, 639

revaluation surplus transfer, 130–1
usage, 308

retrospective adjustments, 474
return on assets (ROA) ratio, 

usage, 257
return on plan assets (ROA) 

determination, 295
returns, power usage (impact), 533
revaluation

asset/class of asset, distinction, 130f
decrease, 126–9
increase, 123–6

depreciable assets, 
relationship, 125–6

reversal, decrease (impact), 127–8
tax effect, 125

model, 123–32, 143–6
application, 123–32
choosing, 133
usage, 161–2, 181

regularity, 123
surplus, transfer, 130–1

revalued assets, depreciation 
(revaluation model 
application), 131–2

revenue
classification, 340t
disaggregation, information, 77, 78f
generation, 483
interaction, 79f
presentation, 76
recognition, 406

revenue recognition, 56, 69
cumulative amount, constraints, 62
five-step model, IFRS 15 

(impact), 56f
time duration, 69

reversals of provision, 237
reverse acquisitions, 500, 536, 536f
right of return, 65, 65f
right-of-use asset

accounting treatments, 238
carrying amount, 242
depreciation charge, 242
lessee measurement, 234
recognition, 236–7

rights
assets representation, 11
issues (shares), 315, 470, 470f
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risk-adjusted rate, calculation, 265
risk-free interest rate, implied yield 

(comparison), 385
risk management objective, entity 

assessment, 367
risks and rewards approach, 

management approach 
(contrast), 481

S
sale

right of return, inclusion, 65
transactions, 253f

accounting, 253–5
fixed payments/above-market 

terms, usage, 254–5
qualification/

nonqualification, 254, 255
sales

adjustment, requirement, 565
commissions, payment, 70
royalties, 75

sales-based royalty, allocation, 75
scrip dividends, distribution, 321
seasoned equity offerings (SEOs), 328
segment information, 

presentation, 481
segment liabilities, total, 489
segment measures, entity changes, 489
segment profit/loss, determination, 488
selling costs, 89
senior management, composition, 500
sensitivity, 44, 216
separability, criterion (inclusion), 155
separate acquisition (intangible 

assets), 156
separate performance obligations,  

58–60
service conditions, impact, 393–4
services

fair value, 383
intragroup transfers, 610–1
payment, 619

set-off right, 360
settlement discount, availability, 88
settlement options, 339
share appreciation rights (SARs), 

granting, 392, 393–4
share-based payment, 462

application/scope, 382
arrangements, modification, 399
disclosure, 397–9
economic consequences, 401
examination, 380
expensing, 380
Options, 379–399
recognition, 383

remuneration policies, 385f
vesting, 386–90

share-based payment 
transactions, 369, 383

cash alternatives, inclusion, 395–7
counterparty, settlement 

choice, 395–6
form/features, 382t
liabilities, relationship, 399
settlement, entity choice, 397

share bonus (stock dividend), 329
share capital, 311f, 547, 634, 638

bonus issues, definition, 317
buy-back

management authorisation, 318
programmes, management 

engagement, 328
cancellation, 321
cash representation, 308
compound securities, option type, 317
current price, 384
decreases, 318–20, 318f
forms, differences, 310–11
granting

cash alternative, addition, 397
performance condition, 387

increase, authorisation, 314f
issuance, 310, 312–14
movements, 314–18
no-par shares, issuance, 312
options, 316
oversubscriptions, 313–14
par value shares, issuance, 313
placement, advantages, 314–15
preference shares, 311
price, expected volatility, 384
repurchase, 320 (see also treasury  

shares)
rights issues, 315
share-based transactions, 318
split, impact, 318
stock dividends, issuance, 317
usage, 309–10
warrants, option type, 317

shareholders
disorganisation/apathy level, 531
money, returning, 328
protection, limited liability 

feature, 310
returns, 311

share issues
costs, accounting for, 312
issued at a discount, 313
sharing right, 310

share options
exercise, 392
plans, 380

recognition, services function, 384
weighted average fair value, 398

share plans, 380
share premium, 308, 313
shares, 468. see earnings per share

bonus issue, 469
consolidation/repurchase, 468
contingently issuable 

shares, 269, 473
dilutive potential ordinary 

shares, 472
options, effect, 472
ownership level, 530–2
parent holding, 547
potential (dilutive) ordinary 

shares, 471
preferences shares, conversion, 468
splits, 469, 474
theoretical ex-rights value per 

share, 470f
weighted average number, 

determination/reconciliation, 
468–9, 475f

share warrants, option type, 317
short-term assets, leases 

(expenses), 242
short-term employee benefits, 

280–7, 462
short-term paid absences, 283–6

non-accumulating short-term paid 
absences, 283, 284f

short-term profit-sharing 
arrangements/bonuses, 
liabilities, 287

sick leave. see employee benefits
significant parts depreciation, 122
SME Interpretations Group, 5
solely payments of principal and 

interest (SPPI) test, 347
sole proprietor, multi-shareholder 

company (contrast), 308
solvency ratio, usage, 336
space systems/services, revenue/sale, 69f
Staff Accounting Bulletin (SAB) 

No.101, SEC issuance, 81
stand-alone asset, 203
stand-alone financial statements, 555f
stand-alone selling prices, 66

allocation, 66
method, application, 66

stand-alone valuation premise, 210
Standards Advisory Council (SAC), 

member appointment, 5
start-up activities, expenditures, 160
statement of cash flows, 26, 435-54

direct method, usage, 450, 450f
disclosures, 450–3
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extract, 449f
financing activities section, 449-50
format, 439–41
investing activities section, 448-9, 452f
operating activities section, 443-8
preparation, 441–50
purpose, 436

statement of changes in equity, 26, 39, 
41, 324, 325f–6f

information presentation, 41
information, reporting 

requirement, 39
NCI disclosure, 587f
presentation, 39

Statement of Financial Accounting 
Standards (SFAS)

52 Foreign Currency Translation, 643
130 Reporting Comprehensive 

Income, 52
131 Disclosure about Segments 

of an Enterprise and Related 
Information, 495

statement of financial position, 26, 
29–33, 550f, 635, 638–9

carrying amounts, calculation, 414
classifications, 29–31
equity components, 308
information presentation 

requirement, 31–3
items, 633–4
NCI disclosure, 588f

statement of profit or loss and other 
comprehensive income, 26, 
33–39, 124f, 634, 635, 639–40

expenses, classification, 34f–35f, 37f
IAS 32 requirement, 340
information presentation/

requirement, 36–8
NCI disclosure, 587f
reclassification adjustment, 38–9

stock dividends, issuance, 317
storage costs, 89
straight-line method (depreciation), 119
subsidiaries

assets, 547
disclosure, 559f
equity interest, parent holding 

(absence), 543–5
financial statements, 541
functional currency, presentation 

currency (contrast), 644–8
interest, 369
investments, 341, 555–7

elimination, 563, 615–6
equity accounting, parent company 

application (consolidation 
worksheet), 606–8

ownership interests, changes, 451–2
parent, relationship, 579f
recorded dividends, acquisition date 

(relationship), 584–5
recorded equity, NCI share, 

594–5, 594f
reporting period, 540

substantive rights, 529
summary data, inclusion, 44
supplier finance arrangements, 452–3
suppliers, cash payments, 439, 444–5
surplus funds, return, 318

T
tangible assets, 110
taxable profit, accounting profit

differences, 404–7
permanent differences, 404–5

taxable temporary differences
calculation, 417
circumstances, 406
insufficiency, 422

taxation
debts, annual payment 

requirement, 412
legislation, requirements, 412

tax-effect adjustment, need 
(absence), 567

taxes. see current tax; income taxes
amended prior year tax 

figures, 424–5
assets, 415, 426
bases, 415–16, 416f
carry-forward tax loses, creation/

recoupment, 413–14
deferred tax, calculation, 414–21
effect, application (impact), 447
effective tax rate, 426
expense, 426, 467f
liabilities, 415–16, 426
losses, 413–14
payment, 412–13
rates, change, 408, 424

tax expenses, 36
termination benefits, 301–2, 462
theoretical ex-rights value per 

share, 470f
timeliness, meaning, 10
total comprehensive income, 34, 35
total expense, recognition, 399
total other comprehensive  

income, 34
trade discounts, 88
trademark, Level 3 input, 208
training activities, expenditures, 160
transaction price

allocation, 65–6

allocation, entity requirement, 65
determination, 56, 61–5
determination/allocation, 56
reduction, 64

transactions
cash flow effects, presentation, 452
costs, definition, 349
disclosures, 452f
entry, ability/willingness, 205
intragroup transactions, 541
measurement, equity instrument fair 

value reference, 384–5
non-cash transaction, 453
services, receiving, 383–4

transaction/transportation costs, 202
transfer adjustments, 366–7
transferred inventories

availability, 568–70
complete sale, 567
partial sale, 566–7

treasury shares, 318
cancellation, 320
company holding, 319
reissuance, 319

true and fair view (TFV), 52

U
uncertainties, 15

expected resolution, 44
source/s, 44

understandability, quality, 10
unit of account, 18, 203
units-of-production method, 120
unrealised profits, 564
unrecognised deferred tax assets, 

recovery (probability), 422
unrecognised identifiable net 

assets, 187
unused tax credits, 426
unused tax losses, 422, 426
usage-based royalties, 75
useful life, 121
US GAAP

finance/operating leases, 
distinction, 225

harmonisation, 133
reporting, 171

V
valuation

allowance, 431
methodologies, usage, 384
premise, identification, 210–11
techniques, usage, 206, 209

value in use, 183
calculation, 178–9
exit price, 17
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variable consideration, 61–2
entity allocation, 65
estimation, 61–3

variable lease payments, 
usage, 234, 244

variable production overheads, 
identification, 89

variable returns, exposure/
rights, 532–3

verifiability, quality, 10
vesting, 386–90

conditions, treatment, 386–90
date, events, 390
non-vesting conditions, 

treatment, 390
vesting/non-vesting paid absences, 

accumulation, 283

voluntary disclosures, cost of capital 
(link), 477

voting interest, size, 531
voting rights, 529

equivalence, 526
identification, 500
investor holding, 531
potential voting rights, 532

W
wages/salaries

accrual, 282–3
recording, 281

warranty (warranties), 472
provision, 271
provision, amount (calculation), 45

wasted materials, abnormal amounts, 89

weighted average cost 
formula, 99–100

weighted average number of  
shares in basic earnings  
per share, calculation,  
473–4

wholly owned group, 541f
wholly owned subsidiary, 

consideration, 534
Working groups, establishment, 5
write-downs

examination, 196
reversal, 105

Z
zero-coupon government issues, 

implied yield, 385














