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Assety dnd habrhtlcs cxulmmi i busmeqs wmb&mt;on and réeg o e e .;.'.' v
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ﬁbm“ ihﬁ hmmess cﬂmbmaiiom ?K{:mptmn gxpmimd m g}m pas a;yrdpl'is above : ision wcuid not be permittéd imder IFRS:3, beenuse thidre wasnoliahility iv
d i e quired entity at the date of acquisttion. The i;abaéﬁy of Clm is nob recognised.
medsiied on e fo owing b‘ﬁh ; {Ee is}wmg para 2 6?} Enmy Ay s‘hoa d-derecognise the 21(1?3111%)1, ddjabimw

B . Some &aseta m{i u:abaimc% afe. medsur@d at f&:r value undur i%R& "Eu
. assety should be measured at.fair value on transition.to [FRS, whether th
LWere: aaqmred i@ past business. combination. or not;, {‘iFR% i App-

para C4(d3).. Any adjustment arising from remeasurement should be mad
*against retained:. earnings of another. appropriate category. of: equxty

L Other assets’ ‘and habixzue% are mmsurad on u cost basis under IFRS Th
' _':"Cdrrymg value of “an asset ot i;abxhiy mmedmtely &fier a busing
" combination "q'dwmed cost forar cost-hased measuremcnt gm

forward from the date of the combmati{m HFRS 1 App €, para (j’é
Thm means that '

.goodw lon ddopsson of ,U.“ RS
L '--PESHOHS {}AA? fair value adjustients do not hdve to Be reviséd, Th _

i fair value of dan asset or Hability: recorded under previous GAAPR
~acgnisition beconies ity desmed cost for IFRS: purposes svers- though
7 ogher mmss determzmd may ot wmpiy w1th TFRS: P

"’T‘meie Farst time adopm}n for business wmbmauﬁns. megsurement of fmame fease:

tiEy. L ag quzred Emtliv F and amﬂ%ed coumr}; i {rAAP ro ti:n, ’iﬁ.&gul‘:}ii ek
with couniry. U GAAP, entity. Bacconnted. for propesty finance lcases o entaty :
'gpam,tng leases. in, its consolidated. ﬁmnuai statements. oot

m ?f th{, pochng of interssts mmhod was &pphed at ihn tlme'of'-
acquisiion, the deemed cost will be the carrying value in the
acquires’s bﬂoks at-the acquisition date, : -

8 The Catrying value of the othu tanmbi _ ;ﬁd_ intangible gssets wo.

hm ‘ae adjusied unie% : S R R\

Entity B ‘»heu d capzmi;sc the ﬁndncu_ kaaes in its wmo 1dated ﬁnanu.ﬂ stafements, as
(AS 17 would require entity I to do so in its own separafe ﬁn&ncm‘l siatﬁ_menis.
CIFRS TApp C pars C4(0) - Tn Aecordianice with TAS 17 enti ity E's mdnagemeni shoulid
sird e bUilding a9 dn a5880 4y themdt preseint Yalo# of the finimui Tease pavinenty
the ameptmﬂ i theledse, fesy appropriate depreciation: Entity B should ak
sl finanie 3 iabality ab the net present valye of the minimun lesse. m‘{mem at the_
inception of the lease;. less capital Tepayments ‘calculated using !,ha eate of b erest.
.mlpiiu( in the lease. The difference between the amolnl recor ded as pr f}peii,j, ﬁdr}t
and uqu;}mmt and the anidunt ecerded 45 ﬁmncf: iwse liahitsty should: bf’ fixt C;ﬂ..dtd in
et 'ud e&mmva {f@ awmﬁ pam 2 "’8 above} fpit AT

i %ﬁ they wsr@ ampmred m awo; dcmc,c wnh IAS 36 Gr

YUE ke depmcmhonf,zmortxsa,tioﬂ chdrga, since {hﬁ a&q isition d&te is
C materially different fmm ihe {,hargﬁ caiwi e :1_1 dL-CQI_dgH‘iC(,-
- with IFRS. : : R AT e e

B Sﬂme ﬂsets andi mbliﬂu,s may ﬂot haw bcen mcsgnmd on the. &C{WESRIGH
oooander previons GAAP, These assetsand liabilitios should.only be recognised.

if they: would qualily for recognitionin the acqu(red entity’s separatfe Eﬂs‘?
Lo h&i.infse sheet. {EFRS Ap 5 paw, CLZ»{ i'}]

mp!e 4 F}rsﬁ ﬂme adﬂp‘hen %'m‘ imsmew wmbma?mmv m{-a‘summem 9# mmwﬁﬁe

-'w“mu;uemlv, ai] m“c *gubsumﬁ,d W]Ihm g{)odwﬂi bﬂflt‘v G Mquamj {,m:;t.
Tyears bgi'arc tx ammon Lo, }z* RS dﬂd aa,coantgd fm thﬁ mmbﬁmiztan &% zm__dz:qtivmizm

'?‘.;é?f% lhb a%:s;;wa: p” "\mm mlﬂ bc: i us,t&m,d by ihc fo Iowmg m‘ampi

Exam;sie 1 = Fzrst time ,adoptmn i‘m‘ hwsme-is mmblmimm. dereea:;g,mtmn Qf iiabﬁsi}

- o8t asdorp as-theplan had been made within six thonths of the dequisitions Bntity: A'
acquired entify B six months piior o transition te- IFRS: and: made s provision for
Clm. based on 2 plan that was formulated following the acquisition. Entity A’s date of

§- © oy 5‘ § {zAAP pmrmitcd provizions to' bd made on abquiﬁitio& fosr restruchin g

':EH{S in th(, m AV;dudl {"nmuag sttetcmam\s oi enfw H NG dd;___ ment is
reguired (following pard 2.64).
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#. . The separately. acquirved licenices should. bo recognised: as Intangible assety’]
entity (3's consolidated opening IFRS balance sheet in accordance with AR 3
The adjustment to recognise this assel is made against ,f_*oodm rmhex th
._=1:_f:taint_:d_ QLN 55 {i@% mamg pdm 2 {34)

: Examp&a S I’ mst itmw aéﬁmmn far husme*;s cﬁmbmanfms meassiumnm ef pmwsma

‘i*mity % recognised the expected costs of restruamrmg an duqlﬂﬂld hux}mss m‘iﬂy I
su-alihough it had notmade the anbouncsment necessary to create 4 legal of constr
oblightion 10 complets the planined restructuring. Entity 1 also recognised a pm i
for the cxptctui future losses of Lmi{y ¥ Eﬁpm’a division: - :

: {-nmv I 1§ not raquutd to mstate il.u. ;}m\i’ldSb dcaoantmg entnes madb at ‘the i
entity § 'wus acquired. However, entity 1 should consider: whether any. v
balance in respect of the restructuring provision and the povision for future ‘operatin
losses: gualify. for recdgnition at the date. of transition. o IF RE&: Any provision thiy

docsnot meet the BFRS recegnition: criferia at the date of transition to JERS woul
not.be recognised. on- the opening 1FRSE . bal Mme_ sheet, -with, a comespondia
adjustment 1o “thl‘}(:d :Qmmm SR :

272 Where the TFRS 1 exemption for business combindtions is used, goodwill in
an entity’s opeding IFRS batance sheet should be stated at its cartying dmoun
prior to the date of transition under that entity’s wrevious GAAP, adjusted for
only. two thmg;, as desenbﬁd halow

_ Iy 'mogmsed mt ;1gibla 'ds%tb th@t da zzo‘“ qualsf for
...Tecognition. under JIFRS. (see. para 2.63), or any. previously unresognised

- intangible assets where recognition is required under TERS (see pata 2.64).

+: - Related adjustments to. non-controlling interest and deferred tax a.smuid '11
e made agqmst goodwﬂi {IH{S i Apo (, pma. Cé(g}{;)j '

_ DK noia, #
GAAP L:ﬂy mtang{bg assets will. have been. recognised on. acquisition, that
~are m)i allowed under IFRS, though the criferia for recognising develop-
“..Mment. cosisare: slightly different. under 1AS .38 ‘comparid to SSAP 13,
r?c;‘i.t;.imo_ the ‘demonstration” of futur_c benefits rather than SSAR13's
‘expectation’ of future bénefits. On the other hand, &t may well he tha
development ¢osts have not been recognised on a business combination,
becaase i#isin UK entity's policy 1o write off such costs! If ﬂwy mget the
recogdition tiiterid of { AS 38 they shﬁud be recognised on transition wnd an
o &djuatmeni mads agm_amsi gaodwﬂi ‘"hh on y."pgﬂ:es to ;'y development
costs that existed at the date of 2 busivess combination. Any other
development costs that a ‘group-is ;_eq_w.r\,d-w vecognised under TAS 38
 should i"se.adjusted zigainsz i'etaémd eamz’n IS, ‘

= ;cihx,r there is uny indication of :mmu'ma,m or m‘i, a ﬁfsi ilme adoptw
: appiy IAS 36 to tes, gooéwﬂ for gmpanmmt at'the dd% {)1 transition
t6 TFRS, based on conditions at the Emnsmen date. Any unmwmem loss
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s stcm,d at pdug: apﬁ 63 dbOVL it is unbicely. iha,t undcr UK '

4 e recotded i retained edrnings (o reva aluation yekerve i m;uuui
& 363 [IFRS 1 App € G4} Patugraph C4{h){ii) in Appendin g

i &,pamiimiiy states that goodwill under previous GAAF may not a.
HY ROV ww; ammriuatmn of goodwill-Gue view igighat if
any pieum}s ;mmam cm of goodwill.

' Gannot result
ha%an“ at ihe éatﬁ oi trmsmou

stated 10 adiust s
“cannbt be restated (o ds,gus
fingly, {he impairmeat.
rierease i the g{wdwa

-+ The ruqmmmmi o perfwm ara 3' 1pa rment rewew cnuid'ﬁmva
T entities and might Be A reason why S0Me MAay msh s)
' F S 1 e,xemgmon How‘wer, :,eve al: fauctms & hku v to

"'m% ’%6 reqmrcs anna&i 1mpairmem t&,szs ior %Ei C’GQGWLI_ There dre ncz
"‘Xa,mpiiona iniFERS 1 iwm appiymg 1AS 36 and so an: ampa:armam E'ii“-t
“of goodwﬂi would be reqmre ontransition” to TFRS w!}e_;ne‘:.r!.m nio
'ﬂ% ¥ R‘% E busmcw cembma‘:mm f:xcmpu{m 1% takm S

&T}x entams b{.we beaa appiymg PR% it for some :y’éfilS and gaaémli
N inat has had an indication of 1mpairmcni sheuid have. been lest for
.impairment. under UK GAAP. There may ‘be more, work inve
.'._“_s:,ai‘xymﬂ cut.a separate tesﬁ at. the tmmitieﬁ daie. aﬂ,_ _1‘t mﬁy
. not resuli in.adjustments, to the carrying arnounis of goodw
it-does fead- to-an-adjustment, - entities” have:the ddvﬁﬂtd@,ﬁ DF tim
“gdiiistient  being mide agamsi retaifed edrnings) T s _

however, entities Wil Have o consider whether the adjustmegi on
< ctfansition has been caused by mcs“vmg to EEtRS or wi.mﬂx an
. impai ‘ment wﬁstcd Lmdu' prevxous AAP CAS Cdisduk eé 3
.-:pa.mgmph 220} b@lgw iheqe twc_ typtzs oi dd}uxtmemﬂ hd‘f
- 1(;&11t1ﬁed es,na d]qdasud seg)amtcl T :

: Wher{, goodwﬁi Eﬂa been given-an’ 1n<ieﬁmt aasefu? hﬂa or One ffr@_itﬁt
{han 20 years urider UK GA&P itris 'a{s'm{iv sub}sm te an m__ﬂa%.

”"-'mapmrme;zt w;t under FRS 11

-;Tht, grevions 'version’ ot iFR e dsiQWEd a fu‘;t umg adopti; ia‘;
goodwill in  respect of contingent consideration on & Cprevious bus
bination where the contingency had since be; cn 1eso§v“c§ or where pa
i become prooabk by the ddh of lmnsmeﬁ ifan d;nmmt had bem TP?&% : ff
that was no longer pr obable o rel liably measurable it wis also adjuste agcumg
i, 1%31% treatment was consistent with that applied by exisi mg“ IFR
- preparers under TFRS 13 (superseded). The ability for tirst-time adopiers daus}
-*riaééfvx‘ail for contingent consideration was removed in the most recent Versioh o
F g 3. Existing IFRS preparers are perniiited 1o addjust goad‘w;ii in Bheowith
.3 {superseded) for those business combinations accounted for unde:i ‘; 1;&
tandard. InMay 2040, the 1 FRIC confirmed that the tsansz‘nemulmi prosi & .{).
simg IFRS pwrw»rx wol d a0t be cxtendad o fiest-time ad{mi :

101 PrivowatbripyseCotpers BER A Flhty resstved:

%




; jAn emmpie of .acompany. that. has . adopted JFRS. and. &”f:mg}ms\,g
;mpamncni iO%Sﬁ‘i oy zooawxli T immat on is Amer Gmup Plh i "i"ab?n 2.1

"E‘-é}ﬁe 2E Rewgmsmﬁ -imm&'&'!ﬁéiﬁst iéssés ?nﬁ Zgwﬁwﬁiii o tr;m‘%i‘iima o IFRS
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TRANSITION (F0: IFRS: . MAJOR CHANGES TO A((“Ol'\ E‘I\:(u POL{(‘}ES’- AND
.F!NAN(TIAL STAT_EE@ T&; RF POR TFD i’\f 2%‘% {extra&t;

5, (‘GGDWELL, OE HFR i\TTAN(JBL!L A”*JD EAN(JB' E LOT\G»T ) "W ;&%SETS

The' miajur d!ﬁere;}cea i aecointing, p:}hcmq fnr goodwzli other mtaﬂmhle snd tma*bi fong-
term asssls between IFRS and FAS are included in two standards, I1AS 36 aﬂd iF RS 3 .

14 accordance mth A% 36 the c_arr}znv Jmounts of assels are dssesmd o any ndicati
" impairmient, [FsuH Wn' indication exists, 4 sompruyshould tin.n estimate the rodovirable atbunt
of'the aseet The fecovérable amonie iy the Biher 6F the asset’s et selling prics ot value in 1se; :
oA paiviient Jods-is redogaised whenstheifecoverable: ambunt. of ‘an asset is less than iy
carrying amnount, At tht_ d&te oi transition of 1 Januan 2003, ail goodwillysg swell as intangible
and tangible long- term assets of mdepmdmr cash-generating units. were tested for pus*nbl“
: cimpairments.. ; i i e i

impmrment testiig of geadmli a¥ the' date {sf tramﬁmn :

o (modwdi ig a]lamw&d to business sa.szms,nts Thc : 'cm:,rdb}c amiount of sach s fcnt’s goodwiil
i calm}d’red based on’ their discotnted fitiire ‘cash Hows, Futlire cash flows are based on the
S Arner Biaal's ApprOvEds biidgets fand strafegic’ pldnig for @’ period! of 11ié- next three. yoars,

. mdri‘et mtercst mte md E oenemll

usui Stciﬂddgd z;xk prmuum :

. Asairesuit ol thc tmpairinent tasts, an impairiment iosa of BLIR 19,1 mllzcn aswuated with Geil
was m,oyuscc dt t%}e, tmnsstmn Odidl’iu, sbeat of l Lm mzry ”’(}05

Wﬂqos Spurtmg Goods Co. md its subsadm were acquucé i i989 The g,oodmi} g,em misaat,
the mm ‘of the d&qui?itl@ﬂ was not allocited 1o Wilson ‘s thres bli'ﬂness Segments of Racquet .
Sports, Golf md Team Sports. A\‘;wrdmg to YA§ 4 {"Su,m;nt Reporting) goodsal should be

= allocated to: segnienits ‘s & miinimum: reguiretient. I the: tofal goddwill off tha viree Wilson
_segments would have been tested as a whols at the datd:of transition, the ree averable amount of
goodwill would have beerd C{\i‘%idt,[‘dbi}f hmher t’ndn m Larr&;mg dmoum m ro m]p,mmem i(r».;
wounld hfwe been recoghisad, i

Fhe Larryme amount of mamiwx in L-:lgh busmcsq segmem at thL ddi@ u{'trdzlsxtfon of 1 b dﬂllal'}’__
”0(}3‘ ® fE{J 3 hm}} : : )

Rm,ques Spmh
e R
STere Bportsl
C Winter:Sporis
.+ Fitness Bqoiprent
Sporis Instriments

': T(}tﬁﬁ: s

sl mdctiniterseful dlives should not be amortised. Lnstead thess assets should'he tested anmgatiy !

ey ,eta amortisation improves. 2003 EBIT under IFRE by BUR 6.5 million,

CAdditionally, i conjunction. with. the. tiansition 1o IFRS, the intangible long-term asset
«. Forecag)s for the following yedrs are conservatively extrapolated based onthegrowth rate and 11 . recognised in the acqwm]ou of, Atamm Austr-ﬁ GabH in 1994 bas now, been reclassified to

-.._-_pi{)flﬂbiiﬁy outlined in the. approved plas. The disconnt rate is based. oA tong-term risk free 1o

Firsttime adoption. of (FRS

girnent tests for other intangible sud tangible lopg-ferm assels. o o e a0l ;
coverahle anyownt of intingible dnd tadible IonEtesy sssels Tor Sich independdny cash™ {
ting-tmit 5 basedom value-in-use chlentations: Discountdd future cash Rows i these
diiOT}S covar the foi.iowing ﬂw: Vears and1 si.mﬂa-z:!y to ihe gonc{-wi’ii i.mpai:men 2 te&i_ﬁ-ag;zthcy

pﬂﬂl of thc msei at the {'nd of its us;fm fife is use.d EER ru}aual Vclhli. in gfnc, Lx}k‘didh(}ﬂ‘-
rest mic &nd a vemraﬁy uszsl

ount rale is bd‘ssd On @ ng_,—tum risk fws m,ufwt m

sed st dhid for Eusmem wmimmﬁum {%Ml&a -3} :

%1 AceGrnde with ahc HEW" \tam}md RS goodwsi} and bifer mfdng,xbic l{wgwterm Fsets

for impairment according to TAS 36. Retrospective cancellation of goodwill and other intangible

The remvcmbk amcm;f of g@miwﬂi i C‘dbh seﬂmmt C‘(w;)! for (vrsi? was swazﬁ«camiv hwhcr' :
than ity carrving amesnt & Lfanoary 2063 Do : : i : '-
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In its opening batance sheet fhe govdwill arsing o the adgnisition of G e
' would remain written off toireserves. The comparutive income stutement for the Soag " m%g 0; m hu&mm. &_:omb;mi. ons mmnphon Wmt
. ending-3F December 20X6. would-show the .gain or Joss azising on the sale: R
.-wwgiate==-’i he ﬁ{aom‘vzié xmuifi bt, &xt iudcd ﬁom the: miwiaimn of ihg gaim ol
-dwpoqal ‘ o '

R R

[EFRS 1 App C pd}'&-
period” of ‘a ‘maximam of" 12 mon?hs from th
accounting for 4 business wmbumtmn “Within this puma
madetoigoodwiil-as the faiv values of assets and Habilities are finali
para 45} An entity’s previous GAAF may hiave aliovwed 4 period’ grmter h
months, Any adjustments to goodwill made under previous GAAR falling out i
of the permitted measurement, pe riod. undei IFRS 3. woaid 1ot be revcn@é )
ircmsmon ia H*RS :

ha‘ml tles {sf a gmup Tempomry diifermces dr;&g:when ths ca.rrymc :
assets. and habxls’isus anqmred in.a. busmeqs combmatmn .are. dek

and xm‘m mea remam um,hanved {)uermd {ax. sheu?d ahuufnrc be provi
the difference betwesn the fais vaiue and: the tax base. of _‘i assets and. iiabtl : CGUISITIORTIAS ther Béstivods dcqmsmoa wiig & sh‘m, bas,edf' traisaction:
acguired in 2 husiness combination. Even if an entity usss toe 2 exemption an to.have o zexo tag’ h‘*s“ IAS 12 reqnise

nm ﬂav; m rests m, past bmsms% wmbiadtmns it may aizii hdm to restate
5 had

VRa Tt

Entizy A ma : _
and given an indefinite Jife. ThL mmnm%k ﬁbwci de ;wi du a.rttjbk:_ :
Uinder pravious GAAP, such an asset did not create a temporary diff

AR S AR
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e LASLT 1A I amdiimne ¥
: roduction, obiectives and scope of AT 2L, IA5.3Y and IERS 3
wevdieyion

& L= nwroduction, oblectives and seopa ol 1AL 32, 185 39 and IFRS

. " , R A , LIRS aranies
6.1.2%  Contracts that provide compensation if another arty {zilsitg sedit mme«xé B _
B P party .

contractual obligation, such as an obligation to construct o |
performance guarantoes, They do not transfer credit risk and, theref
meet the definition of a financial guarantes contract: These type of miar
accounted for under IFRS 4 as insurance contracts,

A T R . . ’.‘_’_‘. v\‘ ‘;ﬂ B - trﬂi:%
edit-related, guaranies coniract {SOIMELHNES, _x.dg_h_%,(}_é}a.rag ?O;UL
des for payment if the credit rabing of a debtor fulls below i

he eredit vetiied “dontract wilt be”a?ilou_.ﬁiféd _ff):r as a Ei:‘fd“ Er
entunider TAS3%, becatise the contract holder is ot require ﬁt.. \ Q'r-e;_'g;t
sine . Cywiibiay for He deorease 1o (e frec
st el Tnabrufenit — the bank wiibpay To i ored
séified debt Dstruie L e oo, If he
tor bven ift shtor does not actually default : 3
the debtor oven ift the debtor . 1y d ever, 1 e
. ;h: fci; paymentonly inthe event that the entity siffersloss asa _r_n,m:_iz_c_b
08 B AdL ALY A e o e
i the deblor, the conteact would be a-_fzr_zar;c._;cu_,g_u&r.:_‘ﬂ,_mi;i_;?i é 5
-?g iér%---é?-m‘édit derivatives will always account for: thepy under 143 2%

£.1.35 . The accounting  treatment :0f @ financial guarantes con
depend.on its legal form or whether it is issued by & bank IRsurEng
other entity, JAS 39 does not. give. any. guidance. on accounting fo
guaranice contracts:from the holders” perspective, However, {or the |
coniracts that meet the definition of 4 {imancial gunrantee fall. within
scope-and are accounted. for by the issuer as-financial liabilities.,
option, is. available to insurers to continue 1o account. for these co
IERS 4.if they had. met two, coaditions before JAS 39 .was amend

financial guarantees in its scope. These are that the issuer has: .

lug- guarantee . . -

make 'g}ﬂ}jmé}_ﬁé to ﬁ}.e insared putty bdwd on, '{ilf fa;:m:m, g_t
prevc asserted sty that it e ich coniract d't'éi'fum:‘é date 1111L§_§3r a_re_;si_{iuz;i va_.iu:e.g;.s?fan_tef:: _\;{?1:1 ract:
B previously asserred explicitly that it regards, such contrac Rt o f'.'né{"ﬂ' asset 15 oY d
R iom. the risk of changes in the fair v:.:ii”:c‘ z:sf th‘?*: :}?('m_~§{1?k¢; ri;és nots
bei:ausr;: the fair value reflects not only ?;‘1?:?51.5?5 iI.E 1;;;1 ,- -j;-h'em & o
Banrial variable), ot alse the condition of tb§ specs ru aw,t el eggﬁ{-;. -

able): As the change in fail vatue of the non-financial ,jf,saﬂ 1@ p ;] «
&F mf: iuﬁy{ & 'derivat_ivéé' mstrumens and, therefore; the :;m;ugq am a;
T ;s arz msurance contract ac;cordlamc with: i}* FERS i«zmi‘f;u;ﬁig

N endnted the insured party only ﬁ'm chmgcs ‘m marke p__‘ s »
dract L@mPi:iw condition of the specific non-financial asset ia_ei_{;_,. the u__s_ni;{%
iisd 'v::ithin' IAS 395 scope. [i_}“RS_fJ;_,_ iG e:;.;,ample .1.1.5,:. EA‘S >

#  used dccounting apphicable to-insufance contricts: L

If these two conditions are met, the issuer’ may elect to”apply either 1B
TAS 39 to such financial guarantes contracts. The Tssuer caf make tH le
& confract by contract basis, but' the election for: each contract fsvi
[IAS 39 paras 2(e), AG4] Assertions that the isswer tegards contractyas
can-typically be found in business documentation; contracts; dccount
financial statemients and communication with cusiomers and regulatd o _
patd AG A VRS be vl sl L o _ ATt it MR BRIy RO TN
.p I ] . ﬁf) "}g’_eﬂ]i}ﬁ{}ﬁ Un{i;’;‘r TAS 39 for fiﬂﬁl’icla} gu&fﬂiﬁiu LOH;{&L:S
5 no gXemy - ~onirel similanio
o s fities nnde DT CONIToE UM
5 L 4 group or eatities under common. ¢on A
‘et members of @ group u anv transaciions
SIAAP FIN 45, Such guarantees are -“”ﬁf“‘-’“’.-m’f”.‘ﬁ‘?y“Hfiifdigml
chm .a'ied on-consolidation. 'Howe;'\?ff_r,'.:m_ihﬁ--_mdx.ildﬂﬁ 1t:‘:zt il
CUIIINRLCH. Ui, o anies. the suaranies contrach.w
‘ or issuing the guaranies, the guaranioe o ;
& group member issung - ; DR i dered furikier in
aa:émftﬁd for-in accordance with IAS 39, Thisds C’{mblder"@ 'ﬁ'.m_ R

£.1.31  In contrast, some credit relazed guarantees do not, as 4 grecindi
payment. require that the holder is exposed o, and has incuired a-los
failure of the dsbtor to make payments on the guarantesd wsset.whern o
guarantees are not financial guarantee contracts as defnad in paragraph
above and are not nsurance contracis as defined in LURS 4. Such puarante
derivatives that must be accounted for as suchinder TAS 39. [IAS 4% par
4(b)} However, 4 contract that requires an enfily to thake: payments
eounterparty to asderivative ¢ontract fails tor make & payment whe
considered (o meet the definition of a financial gliaranise contract, This s

Pareat provides a contort Itter t0 4 sbsidary

i 1sr 00t the risk- inherent. in. the derivative that.is being. guaranteady i Cd group takes out a loan \;{Ezadri?i@ 't';' rf‘ dy' the ioan to the bank
counterparty’s-credit risk-that i3 being guaranteed in-the event the count to the subsidiary ﬁf%‘;-i}; ﬁ?di _f}_-m“ hlf.{-; Cp PR TR SR s B B
Sl et o ke e the parent will pay on its _fi}t‘_hx_i:____:_‘: -

defaults,

et letier diply constifites ‘anundertaking gmu1 by :hi;’ i ion

SIS B ) . P TR iav tHe an 10 e 04l vk
e g ~ anhsidiary fails o resay tid loan 1o L g

in the gvent the subsidiary fa : Thiy is ol & Grisnciat

tary th RS s AR S
parent wilf step in dnd discharge e s_u_bs*aﬁi@}’ ébb;:tu?‘;ee o the Bank or
enmitact 4 the parent has not provided wny’ puaranted o the Bank {sor
trage as the parent has nol pi e VAt oaté
ani Ee able. i enforce payment under what ' fs effectively’ w private
1t hanl i herahle ity e e ke doad ifthe 'Silif}S-'ld{i'!Y}’
sémiont between the pafent’and iy subdidiary) 16 repay ineid - ok

&
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cduction, Sbisctives and scope of 1AS 37, 145 3% and

£.1.3%  Intrasgroup guaraniees also frequently ceve’r-oti g
;‘:ér’zqiq‘m plan contributions, lease rentals and taxes. The fssue is Wi
zzroup members” individuab financial statéments, such obligatics:
guirdntes Confracts of indirande soniacts Afnotedin'paragraph 6
‘a financial instrument fakes the form of an insurance contract, T
transfer of financial risks, as opposed o i nsurance, risk
_within the scope of the fmaﬂuaj instrament standa the
'm dmsrmanc Whufh‘_-i- the risk: ire insfer red- represents ms_ rame
risk. The risk transferred in a guatantee 'of pension ;plan de riby
’ mnm%s and mxcs 3 t}.%{, risk that the subsidiary: (or %omf verfurd o a;,‘i'
‘not maked pavm -l whed ‘dog The- reasons for onspayment could : '&‘n:. :
and, Whifst: they iight include Som# finwneial ¥k variabl Tyt
significant part of the risk transferred will be opefalional {1 i
difficultics or, af the extreme, bankruptoy)  Fience) ity Prears el h
visk transfer red in 4 tyy pical guarantee of vansmz @hm mntf;b_a,mons é o : B é fyirig
and taxes will be insurance sk’ It 1\, argable, therefors, th £ require a Pd}fﬂ? et z”‘“’é‘d ond L,«)eutmi !e\ Mﬁ : nder 3
pension ;DLm {.(mfﬂl‘?uil()ﬁs leass rentals and taxes should be tre ed a SgaT of whct her, {hw‘ is an .td‘amc *‘f‘f (,i on %10 COnirag
contracts and ageounted for aacordmiﬂy

yments i ?-“:s‘:ﬁimm m;ad';:; oﬂiih' amount -'Jf:-im*- %L*{"&, 'e{i by
metimes not Prior to JAS: 3% revision all such: confrattswere
39 and treated: as insurance. comtracts. Hewever, fellow m.
Fuaﬁa contracts are accountéd for as miiaw EEREer

{‘; iwy@ ’fﬁn thﬁ*uf‘h Uudrdmgt_s M pezas:cm plan **onii'%m{mns operah
renfals and taxes are insurance contracts within LERS 4's scope,. it
to consider whether. they. meet, the definition. of financi al. guara
within A8 39’5 scope. The definition of 4 financial guaranice:ca
%pcufacaﬂy ter the terms ofia debt instriment: Adthough the term ‘debt
is ot specifically defined in TFRS, it is cledr from the various ref Btie
IA8 32 that » debt instrument is a type'of loan, involving a bo '
it can be concluded, therefore, that pension plan contributions
are not f‘icht msirumer”s

mzxg, ms the s‘;a,m:x A gﬁ@d mrmwon i Pf_ _
£ June, Fuly and

d" rommd mt Y i wuniup;ﬂty tm% W :
loss dm toi punx m{)duf, e Lt-ﬁeé hx

DR 'A«:- revas‘d's’kams pdmgmph AG‘% af EAS ?7‘ st ILS “mt “
is regarded as primarily aiy enm[emmf of the z’es’sor to reveive, und aﬁ :
thé lessee 1o pay; & stivéam of pagmients that are aubsiantily i I}fe sk
| PEVERREES of prinelicl aid interest under a-logirdgrces; ont.

o the otherligndis regirded ay primarily anune {,«mpfezecl contrdir e

¢ lessor toprovide the use of fm assel in future peripds in e dmn‘gc far ¢
similar to a fee for a service”, This analysis suggests that a finance lease ve
a debt instrument, while a#g opérating lese does noe: Guarintees ot firy
but got operating leases, should therefore be fnciuded within IAS ’%9 5 de

- of a financial plrantee {:ontmcf owever, where opcmﬁmv E{:dse:
definition of & fihabcial Tnstrument {th m is, in rmpect of indi
carrently due and payable), the amounts represent & short-term tor
s%}{mid_bc nciuded within 1IAS 39 3 dcimmon ofa :h*mns:m? guaranies

'et.h hm& d}L stm ai" Rsim wWas pfm* 1f mv avetdge: m‘miif gv, as: “1 k“

uring the months of June, July asd August and i owould be pay ;,
.

of Whuii ar tlu: idmmw muiy izl Pt,ns x"b had wﬁ“md my ds imsm he

6, i ”%’3», E mdnuai g?.hl]'«iﬂti“t‘, Lon‘imcta fdll mﬁ“‘u‘ {hL hu{)pb 0?1@‘3 32 :
if they are accounted for.in accordance with JAS.39. However, i ‘[fl'“ :
to upply IFRS 410 those contracts, the disclosure requirements of TERS
RS Tapply. FAS27 para Hdyn IFRST para Hd). The: accounting fréaty
financial guarantee contracts is considered further in chapter 9.
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e g - 32, 1A% 39 and FRS TV neeoduction, objectives and scope Q A5 32,445 3 >

g i ratives), This is so; unless' the contracts: were ertered into and
w5 po ‘
e efd for the purpose of receipt or delivery of non-financial items Lo

;‘mﬁgud purchage; sale or usage requirements {oftert” referred

m‘% 37 - Loan coinmitmicnts are firm commitments: to provide credig or ale Q‘{CEPUOH\} [IAS 32 paras 8107 IF RS 7 para 5
specified tevms and conditions. [IAS 39 BC15): They are: usually. exites ot d; i the pwn e @chph(m is met, Li}t contract must
fidancial-institations such as banks: for roviding Joans to thir ‘ R of 1 Wit use
speetfied  rate of interest during a fiked p;:mfi ofitime: Such a-comy d is:‘ as @ dgr;\mwﬂ.{if’di i the appzud[mﬁ - hﬁ- o
derivative, since. it has no initial pet investment it has an tnderlyin
(interest rate) and 1t will be setded at a future date. In effect, the:dender : o '

an optmn that allows the p{}i‘ﬂntml bozwwu to obiain a ]cmn af g @ sp " 55‘? "‘«m‘)ﬁ nes

VErious ways in whu,h @ contract Y. buj« ar gen ot imuzs«“m

&, i ‘%'% ﬁ}e mﬂowmg knm mmrmsmmis (m, wztmn }A% 39 $ scope d o e,{ i o ash mclud} ﬂg when

& Loan Commﬂmt;}tq that the entity de-ﬁzgnd{eq as financial uabﬂ of the contract permlt mhd pdxiy £ sefile Het'ia cash or 'moihef

T vahue thrmagh paoﬁt gr loss. This' may be’ '1pproprmz for'u’l Al instrument or by ﬂxuhmgmﬂ finaneial ihstruments. Net settiement

entity manages risk exposures related to foan »commﬁmenta on A that the entity will pay or receive cash (or an equivaient value in other

© o+ basis. [TAS 39 pars 4(5}} R R e ssets).to and from the counterparty, equal to the net gain:or loss
B

An enmy ihat has & T}d% pra;tics of sell ing ?hc assets mm!tmv

commitments shortly after origination should apply IAS 39 to a ity to se‘itle fhé, contract nci is not x;}hcllly smgcgi n the wmmu
commitments in the same class. The term ‘same class' is not explai :

; & entity hus a practice of setifing similar ¢ contracts met in cash, {wauhar
standard, but we believe that a commitment to pmwde borrowing & ounterparty, by entering into offsetiing contracts or by selling the
to a corporate entity is not m the same class as o’ commitmen

¢ hefore its exercise or lapse). For example, a futures exchange
e gy | ERge loans, because of {ilﬂ"@*mv mk remm pfome <' n "iﬁiiy to enter mtca {vﬁmftmw conu acts’ thdi rulim e5 ‘ha_ eniity of
© para 4(@); : , _

0T cmrusn or setiiemmt.

% Loan contmitments {hdt can E:m settled net in ¢ash or by delivering
- another financial instrament; These Toan mmmitmcnt% are’ dé
7 loan commitment 18 not regarded is settled st merely becaride

' pd;d out in"instalments (for exampie, a mortedge construction }0

. ispaid out in mswimezm in Eme wmh ;he pmgﬂs‘s oi cwm thUOH
para 4(bj].

ng wd selmm A W‘sthm & short pmod dﬁwr demery téyigenerate 5
'hort—ﬁ:rm ﬁ cmdt,em m pme m {ieaier mazgm An emmpie

‘Comamitaienis to prowde i Ioan at'a below- mdrk’ L ,gc;m,«; rate (s : RO Casib oy
1 HAS 39 para HOL G s 2 O TAS 39 para 6.
. Where the second and third bullet points above ap’a%y the entity’s

atify for ‘nofmial” purchase of
' : 2ar that the contracts cannot gquahify for ‘nonmsa
dwmjmnd s e Wﬁh ksl Whﬂﬂ LV&‘MS ke sud ahti o di le uch confracts are wnhm Li’zc‘ $00PE of Lm h nancial
lﬁ 5 [x e LA
commitment an onerous contract, the contract falls wnhm {f"aS 375 5 puon. Accordingly, >
:m’mdar . Ot‘m mm;&c.t% ihdi ;
Lability exists that, shciﬂd be Juwgm%d However, all. loan . coiny _ i iy Fortﬂe cmeptmn “}r Pmmpk @ qv:;
y thoy ¢ f
whether scoped i or out of 1AS 39, are subiect to TAS 39°s derecoa W et L;_ ;Y t}:;ﬂx it 5(}{}!'151‘\'{&]} nh tqe terme ui e
: on ract’s terms : il
nrovisions and to iP R‘% T dlsa‘]owra l‘tqu;r{:iag,ﬁm f IAS ”;9 pc:ia 2 ‘i'z} [ ¢ : ste _ j*lf_rricf s
4 . e - or sales; ﬂma 5, e aiuantii\, nfraci
pam J : : ' zzsed of sold by the eniity over a rea Jmmblf‘ ancd 1*‘%_&‘;16 %m;m z“i
vsiness, Other factars that may be rélevant in determining “Whethier of
ntract qualifies for the exception may include the locations to which
. i of the items will be made, the period of time between entering into. the
‘Lg ‘«5‘”@ {:Omiéﬁ% o bw o Edi o ﬁ:mn ml ﬁemb are,in general, : snd delivery and the entity’s prior practices with regard to suct
msimmw{s Many L(}Ilﬂ"ﬂ"}di‘i Lonimcix are of this type. However): G o _ o o T

&1 %3 {oa,n wmmxtmmis that are not wﬁhm IASS 39’8 ﬂ;wp* 8

{.‘a‘}n_tm@;ia_ ?{;_émy @r'_ééii_afaéjaz—:ﬁmasifi;ﬂf assets .

contracis can be s L‘(ticﬁ net incash or by cxa,hangng another financial inst
they fail within the scope of TAS 32, IFRS 7 and JAS 39 as if they were'fi
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% by dnentity for hedging
4 derivative inst '
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. . £ .
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1L ET4 - Carelnl consideration is required as to whether the b
longsterm benefit’ or a. post-employment. benefit’, because.re
accounted for differentiy for each.
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g employer, For example, the financial assmmptions mdw;ﬂmmngk
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paragr aph 130 of IAS 19, For non-plan assets, an entity” folt oF Chagg% w0 ti;j, pl}dn 3:;5; f;};g;‘; con dﬁ;om me@ n{)t %:w, upd ated:
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the balance sheet date. [IAS 19 para 58} Annual actuarial valiar
required as at the balance sheet date. Indeed, TAS 19 dosc not reguir
involve a qualified ac uary at all in the measureniont of the defi
Obltgcmon. Sm,h a pr cnu, 1& mcmi} mconrdgcd ?AB i9 pam 9]
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different accounting periods. In practice, it is'likely that at least ATy
valuations will be required for £ unded pension plans: one for [A

and one {on a 6 unding basis) for the pension plan tiisteed  Th
may use different, possibly mere. conseryative, assumptions in
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Becember yoar-end may have a pension plan with & March vearig
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cost, Accordingly, the present value of the defined hnmﬁt nb
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eportmg purposes under TAS 19 and TAN 34. Judgement tidedd4d be

The Latia America pefaxion plan is significant and it operat i d{,s,ermmmﬂ Whulhe}. the nét dehned b@neﬁt izﬂbi &ty {d‘ﬂ"‘} HLEdS to
cconomic background. The scale of the changes in the £oon
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- Accordingly, the present value of the defined benefit-obligs 'i9 mqui:c% (}panﬁg dbSﬁmptmﬂ" {0 h€ ﬂSﬁd fm‘ 1h<,, pus POS@ m
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fair valae of the dcﬁnr‘é benefit obligation every threc udt}OBS 5?30111{1 be gé}uated for Howevel 1f tﬁ ser‘vict (‘r}st o nct
the anrouncement of the bentfit enhancement, i mar ‘u;: i euch
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“the’same s if thie-opening assumpiions had been uged thy oughout
stiod. Updating these amounts would lead to variations in
Sw rhany interim pcnoéﬁ e&ch mtity hds whsa‘h wo aLi mnﬂzct wﬂh ﬂu,
aie prmcapie 10 Z\S ?4 : S : S

exists, but is-very smatl. There are n6 ‘plan asse’s. Hene
defined benefit obligation is determined every !hrae
. Lh'm% i thc ‘;t:}ft perﬁson ar mmtmu}tx '
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u:her LAS 34 for L/—\is Ei’ spw;fy how irequcut;y the\, assﬁs

defined benefit plan should be revalued. This witl d@paﬂd o the
pemmn plan and reguires the exercise of professional juagsg}em
A% 19 does require an entity to determine the present valiielof the
Hability (asset) with sufficient regularity that: the smounts recoenised
ncial statements do not differ miaterially fromy the @moimis it wou'%d
ined at the balance sheet date. [IAS 19 para 58} The impact thedmpact
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1 é--i-“’?’?' {AS 34 seqmres ihat an interim ﬁmnmai repert qhma]d beipre
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measured on 4 basis consistent with- that used in preparing th
statements.- fn. addition, the entity’s pension. nssets .and Hab
nlﬁamrs,d in the same way as. ihcy would. bc at a yem endi;

TE178 0 Por a: défined contribution pension pEdn the expense £o
perwd isveqial o the contributions payable in respect: of ‘tha
iaﬁned mnmbuimn plans’are treated in an- intérim finanvial rep '
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Tigal € 2083 PricewaterhouseCoopers LLP. AL rights reserved:

2813 PricewaierhditeCoopers BEP ATl rights reberved:




: , nA
Exarople - Interim wmeﬂgmem%gﬁ T T an“’iﬁ from it, IAS 19 containg & restriction over the amount that gi
' ' o L ' - The amount recognised as an- asset may not u’wmi s recovera
hmw A obums actuarial valuations of ifs da,nmé benﬁh : is ot is mmwurud as the lower off

annual intervals, An actuary parforms a vatuation in _Lmudr d
N pa ssent valus of the defined benefit obl ligation dm}' he
1 Dr,urﬂ L "GX{) {}18 Rty vca.m*nd )

: _ : ceiting, determined  using thig “discount _ "ra{é; s:pcfcmeﬁ i

Tﬁ“ 111cawrz,mcnt prmedmcs 3] i}ﬁ., ioiiows‘d ininferiny Feporty sl : . ok 83 of TAS 19,

- eiisuresthat the resultng: information; idctuding thii valie'; SREE i
benefit obligation and plam-dssets; is sufficiently. reliable. The g
financial reports may Tenuire & greateriuse of estimates than thepr

teports. Extrapotation (a roll forward) of the latest actuarial val{
mxhc’mt market fuctaations or other signif cant ome-time eyves
reliable measurement for, interim re 2POriing purposes,

_ e : ERRT Cteristics 4[ th{} bdhﬁ% Heet (.&IE
i *:_I‘it iy ’k op«bmiez, i voidiﬂe u,onozwc elmr{mments i whag 1 DENEHE P ; L
: ,tssu“npfzons such s intérest rates are mgmﬁmmiy chaspged durfﬂ i : R

1
: . i i a st
may ;zeea} 3‘0 pméorm ar micum aem{ asummm{ of mcn" pc al(}f] oh ST _ e
' e . - ieni value of defined benelit thag&tmn - {4 8‘3;))_
A interim mmeasummcnt of Lhe net penmoa iahl fity {amet} e - w{? =

x;gfug, of p]aﬁ axsets L -

E ﬂwmﬂbdnt cu,.{m%menf or settlement ocenrs. SRR
L st b e ‘ e o ducmmmd in 1<,comanu, mm ;mr&g_.mph ‘97 of L’S\ 1_ -(5’_‘“?; :

ELEM'--OE\? m;ng ﬁur Vi i,luu, oi summ ds%h he id by the pe sig '
traded secyrities; 15 a relatively simple.task for ag entity to-perfors
balanice sheet: dats.. However, obtaining fair values for. othe
untraded securities and properties. or obtaining a present v
Habilities -of - the. pension: plan . could. be. costly - and: times¢
Estimating thesz:values aceur &ie}y may wnvolve the userof c:"x;pe j
pmpuzy surv;yo TS O ACTRAFIOS. - e ot :

&vaﬂabié fut iiﬁ‘é sefinds and 'ré_duc-!;ions in future

Toting that may be ri‘c(}éﬁi‘%{,d s s net definsd ‘enofit Alset I this example 1%

bung the ;}resmt value ot cw‘n%ah!c future refunds and i“f.‘d {,thIi\ m fuw

9éantaing no specific g widanee mmemmg the mf:asur:,mcm nf the
A 53
e i noum ‘6 e pension plafi surplis. However, TPREIC 14 addresses:

i‘&,“ : E /‘a‘i 34 mcooni'ses thai ihere will bea l‘*’}ed‘i{,f Hse: of asiin
when it is.preparing. an interim. fnancial. qeport tham whsss
annual: financial - statements: . [IAS. 34, para. 41} Conequentt
appropriate for an entity to extrapelate. - valuation thats had b
obtained for. the purposes of: calculating . the .1 approprizte: tet.d
Hability {2 mqm) for recognitionin the interim. hndmml report. LA
example C para C4]. Ag discussed in paragraph 11172, IAS. 19 £
daoes not reguire, the e entity to involve a qualified actuary in the "meam
plan Habilities, so it may sometimes bhe appropriate at an interim
for the eniity’s divectors to pﬁiimm fhis. a\tm}mi&mn exerCize’

n3sistance. e e S :

L; st.,hemt, is

4 iay ‘ead tQ di’l Ltscrem i i ia mimm ev:.n Whe _

11186 Interim, reports are considered in, _g *aicr d(’tdl inithe
Aceounting ~ Interim ﬁngﬁ_ic.iai _g;:}?«?_;‘tiﬁg,_;_. :

¥ hsm"x an

N ; PR
BRI 14 s not ?ﬁ:levﬁiﬁ; i.f a plan 48 in \%}S‘;}id&. ;md the mr‘p oy .

" o ) . 3 g o a1l §
: : g i D gkt ] itional right zr the ssw'plm it can recognise an assel, ih e s 0o §1_L.£ 0
L ' ) . - rding rirement, EREL R G R
§r§;£§l‘%§‘§&fi§@i% i sieéz amownt recoonised a5 g «swmm ?}&,ﬂdﬁ sgget T o g},\_ H“P*M any mininmem fun dm . mgi .

Fene '_ . B el : e i3 (_,Mg; i mr}y connings o
i ;g,gw aameim;es s m‘t Edhmf} zccocrmsad m re;spu,t of 4 .-t,du,ug;v minimuny: dﬂd;i‘“@ u,c;zm;m i;;nmml% made to: mumbg;», of
pension plan may bc an asse::i {_{)'131‘-)&{)'1‘3: with the principle:ih dresecurity of the Bth"“mplo“‘d“ “ht bene

: : i e e ; Hy stipulatesa miniorim
surplus is regarded as an asset io: the extent that the employer can doyes benefit plan.: Suchi fegiirements: nermally ship

Y
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Taxation

Tanation
Interest snd penalifes on azzmﬁs&sza fak ﬁ&}:&ﬁiﬁﬂ“ C
PRE1 An entity might incur’ interést or pénalties in refation e I
example, where tncertain tax positions have been sucresfiin ity Taked o the income
" S . o g oy o inked to the income fax
tax authorities: IAS 12-does not specifically address the fréatie entity might incur expenses that aze indizectly lin

positions or associated inferest and penalties. The Hability f
position- is for-a-tax based on taxable profits, and is there

meﬁatv This §!dbifit‘y ig- mmgnm od and measured under
pam 13 7%} o o

ch as fees payableia tax consuliants that are based ona parwn,iztgx.loi:
under a specific, m bLhLEﬂE gz hesa,, fe:m are not.iax t'ipbi’!‘»i, under

: . :.'i'm de ?f%??f‘i"?"ﬁ id‘%
t{’ Thu e is, a :ﬁr{}*w argummt i}m{ mtarcst and pm&i ey

34( Habif ities, because they are not measured and setéfed by th@ :
the basis of taxable profits. This suggests that interest and p
recognised, measured and presented as provisions under IAS 37

tinance or other operating expense, respectively; in the incomeista
hecause: : : o

ost tmn«.actlons ;md mentq rf,(,(}!‘dtd in ‘ihe., ﬁmﬂudi smtenxemg bave a
' vence, which can be immediate or deferred: Often; income:ds. i:mctbh

ses - aves deductible for. tax purpeses when incurred: Howeve ; e
ot agduction for tax purposes might be delayed 1o a later pc,ra.@é {for

| ' f 3 ) Aqo the xu,mfety o
® . such Dbhgcsfmm arg' not based on td;ﬁdb%e pmhts ’md v_hen e ash HOWS occur under the fransactio }

EAS f;capc cmd

LB thc econmmc subst <m{:c oi reduc:;:é or d idy 1g, a ii‘( pcw
from other financing arrangements. Interest that increases.w
in substance a financing cost of the !uhxi{iv is interest
pcmh;eq mprebeﬁt opwdtmg casta

Wheru tmnswtuma dnii svents havé oceurred by the haiama, wimj daig
eg x,drmot be wmded the entity might have'to p&y Tesy
transactions and evé ¢ Tad not happensd.’ T‘wrczme
the tax eﬁ"@ais of all’ mco*'m ‘and expenditure, Dum_s “and
utm m thc s.imc penod m wiaicl" ‘tHey arg iLLOa,ﬂiSCd

t f}{‘ mxabh’ profi i This
fdx

e

Pmatm varies With EE“’di’d to thess items, Iﬂ SO SER]
pcmlme% are” sccounted for avif tae} argewithin TAS 2% scopes =sih
thpy are rolled up o a ilsmp SimE settlement’and cannot be sepirat
taxes, or'ay A’ malier of dSCOdl]fﬂ’}g pot ey Any dssmlched
inclided within the tax e iy the income Stitement; an
\mthm !,‘3;, mwmc idX habi zty en ?hu hdiance sheet

7 asetq ;:nd abiimes

penods ‘im is thc b(mq for the b&iame si}e{:i h@%‘nhty mgthod meé byf
When such benefits flow 1o the entity, they give rise to amounts thczt ma\,
st of taxable.profits. The asset’s.tax base (see para 13,111 onwar
cted in determinimg tm:dbie proﬁts in either the same or:a éiﬁenni pe:{. ;1
He naset’s arrying amount. is greater than its tax base; the amount 6f the
taxable ewnomﬁ, Dbenefits is greater then - the amount. allowed as-a
for tax purposes; as & fesulf; it gives rise fo o’ deferred tax fmbm?} 1:
t of taxes payable in future periods. For assets and Habilities wi ;;
faries branches, associates and jomnt ventures, the principle extends, m% 182
nsequences of recovering the reporting group’s mwstmem&, i those en u{:;
he rwortmg group %ms Lon;m} over that recovery and expuci% S

‘H:ﬂé T‘ne accouméno poh{,y fm interest and penaitics dpphes to
payabie {and any related penalties) and to intersst recoverable
d:imagus) For interest, and dqmagas 'emwemb}e, il Lommg 1
rawamied zmdei IAS _af' until it is “virtual ly certain’s but uncer
zdcd imdu 1A‘§ 12700 the ims&s of {hb amoum cxpu.i Y L
TAS 37 establishes 4 hlghu thieshold for recognition than 1AS 12:

accounting policy will determine when interest and f‘ianmszes recg
ﬂmgwwg

13,841 Thc iccauniuw @e]zw used o rmo@ﬂﬁe ;neasm"e fmd
sz tax-related penaliies or damages should be dbdi)b(.d v
%idlt,mcntb and applied Loﬁszsienﬂy

El@' b;ﬂgnce' 'éh Jet hahsli‘t v method i instead be viewed as &7V
E_?pproaeh under this appr oach, management needs o pi’;\
d ity to onsura, ‘that other. assety am 0ot valmd ak .OTE ti
ic {'C.hrit is, post- id“() valties to the business. Management should

provide

. PR . ] LEL AT righitd reseived }3{}%‘;
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Tawngion

-payalie 1o the taxation. authorities 1s caleulated. based. on. the tax
on in the relevant {erritory. Accounting for current tax is.addressed in,
13,42 onwards,, ;

less the present value of the tax that wouldrbe payab?e" onsei
150, In theory, the appropriate method for recognising deferred
as a-vahintion ‘ddiustinent rather than ‘as-as lability migheohe
provision against the asset’s carrying amounts However an”
position-are more clearly communicated if tax effects-are showi
the items or fransactons Lo which they relate. P

X base reflects the tax consequences urising from the muhnes in which
apagement expocts, at the balance sheet ddtk. fo Tecover, or %tt;ﬁ ﬂ
rying amount 0% an asset or hc‘:%}liiy :

mﬁo;@ m;. set’s [M E:‘nm mﬁmifn ibc i“mvre da{iupn‘él czmmmts

Genural principles ghen.the asset's s carrying amount is recovered. A Lahility’s tax bas se gquals

o ' _ o : B gt amount: less future deductible amounts 1 Thererare fio tak
1395 A deferred fax liability or asset is recognised if the recovery ¢ eg of 1 there is no deferted tas, Tax bases for assets are
amotnt of an asset or the seitlement of a Uability will result in higl _ Ui parag “on dugi, Lmd fg,r

- - . mbmixps in
taw - payments in the-futtre than it that recovery or Netﬂem_ . A

canseqm,ncw {IAS 12 pd;‘d 18} A de,fsme{i fax: i;abﬂ 13, oras

Vs :.mwmg dmmmi aﬂd its ?ﬂ baxo" }emp@ di}f d;ﬁemmm (s,;
| ih g)d‘r%‘fiiph 1397 onwards and  semimarised

@ exceptions 1o recognising déferred faX on termporary

; hhtml 1ecogm‘€ion of an asset or hd%nhi‘y 1 g transaction t}mt Gt
‘business combination and doesnot affeci dmeummﬁz pmhi o5 iam%ﬁe
:pm%if {%eg pdm F3162: onwards) : FFE R R

pam..___i.,_l.”}*%}_ 0&%&{&%} Oiher _mcas.mg,_m_em maev
pa_;ragraph .13.363 Qn\_mgda_,_ : :

“and para

4885 deéuctébie temporary differences, tax losses and tax credity for

#77 Catculgie’current come td
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Taratiog
Faxarion y

. and tax laws that have been enacted o %Lib:s‘ianmdy EnaLH
--sheet date {see para 13,165 onwardsj.

iem ofmcome or expenditure is included in taxable profit of the petiod,
t revognised in accounting profit indlater vears. For examiple, deve loprment
penditure wight be tax deduetible in theyenrin which i & tncurredy Bt
apitalised and amortised over a period for financial Teporting purpokes.
iilaely, income received in admnsa might-be tdxed dn the: petiod ‘of
sut-treated in the-financial statements asearmed in 4 later period,

Meastrement of deferred tax reflects the tax conseque
ﬁ:‘c mannﬁ*r ihn.t n‘mn‘ﬁf!emcm gxpects, at i:hc, bdi‘wcb

" an&rda}

-ﬁ@re ussmﬁ; Lue tacqwref ‘_u'ad Iia hﬂi

es d%mmm n; a busmnw
d.i

o szb_ﬁfﬁéﬁ dn,
C :Reﬁogm%a ddcrrsd tax. Al

nczrairdph !3 278 s}nwar{és The liﬂe‘% for oﬁ"' st ;1}& :
assets and Habilities are addressed in parag ;gﬁ 13281

- if:

H D;ac}rw, details of current and deferréd m}\ Uevggpmmt ,Jmms la*ed io d%{zi% {see pura i3 367}

Dmcio ure mqmmmentg yemtmg to cum:n? smd ds,fured tax ar
Cin pamgmph 13.290° onwcu"ds -

{seé p&ra 1e 253)

m;my noRimonetary assets and }idblhtiﬁ‘ﬁ ate mwsmed ity fum,?mna}
fpeney, but the taxable profit or tax loss{and st the fax base of it Hion:

Stary’ assefs zmd imbziatm) is deimmmcd m a si ﬁ"ereni cunency {Su,
1'; 274y, R RIEE i IR EES 5 .

2 pams ENE? :8;

i @gw;@m ary ¢E§€" erentes’

"é M Tlm concept of temporary dxéﬁ,remcs 18 zer;tmi ie thes
deferred taxes under. IAS 12, Temporary diflerences are: defined
beiween: the carrying amount of an asset or mﬂ:nizty 'md
para 1317 OﬁWdfd‘a} [IAS 12 para 5], The term tem
bccau&e meate d‘[i d;ffcrences betwem the

[The next patagrapia is 13..‘%”]

Not all of the temporary differences listedi above g give rise-to deferred tax
v labilities. Some are specifically exempim a‘mm r{.a,ogn&mn =a} tne
di{soe iLriher p'zm 13,957 {)rzwarés} ' A i

emmple t rmg:m defer 111dehmtdy ihx, aaie of a. revaiied: as
amonnt of assets and labilities will always be reccvered or. settles
questions are when and not whether temporary difitrences W}_H eV
“th’ extent o’ rever%dl i,lm wﬁi result i t& abis., m: iak d nb‘

%‘he Lanymg dmoumq Gi assets. cmd hdba ;i;.es med o calmm‘t@ iheE
rarvy differences” are! determined from the entity’s balance sheet.. The
le-carvyving amount is generally a question of fact; but judgement ﬂ’}iﬁ:,hﬁ
ded 1o de{ermmc the appropriate carrying amounts for use in deferved tax
ilom ‘that are based on the dual manner: of mfm’cry (%e;, further
ST Where applicable, the ¢arrving amounts of assets are included
{‘smpumuon of temporary differences net of any provisich for doubtful
impairment losses. Similarly, the carrving amounts of Habilities, such as
corded at amortised cost, are included net of any isste costs: The carrying
cof dx&ei’s and fiabilities in consolidated financial statemenis are obtained
consolidated balance sheet. The tak base is deferinined by reference to'a
ted - tax. return-in: jurisdictions  that reqiire such & retiray asd by

v the tax refurns of each ;rdmdxsai group mm y i m%}:,r unsdmimns
‘para 1i] AN : : .

rea,o*\refy of an Asset haﬂz o tax ccmsu;ﬂem,es, the mx _‘0 58 is @ .
dmoum and there is no iempma} d;ﬁerma:e {5&, iurthel

13,24 The [ollowing are sxamples of teImpoTary d]ﬁcrencesz
pa:;od but nmgmacd it mmbk pwm in later psmod B
mwme rmgwabk m:w‘r‘t be aver u{,d in Lh@ §1nanudi %atx_me 5
‘make pmwmoas fm r&st;umurmu costs in ihe me,id? stat

. ..'penod but those costs, would qualify for tax dui ucii{m m
. wheg the emendnme is tnetirred:: Gt :

2013 PricewaisrhouseCoopers LR Alirigh tsresetved.
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Impairment. of assets Impairinent of sses
SwWing & &ec;smrz tor veduee ihe manufacturing output all iocated (o thess
fis was a5 A resulf of u re-definiion of the group's allocation of
Tt w?uﬁms agross altyCGs n arder-to benefit, from advantagdous
Following . this, decision, ﬁhe sroup re-assessed. the deprociation
o pmpcrfg, g}m*ﬂ and cqu:pf nenl i this counlry and estimated. thai, mw.

t be affecte 2], No other L}a.ss_{)i awct other than boodmii was
e ascd in the puvm_' vaars for the w _11(;1 ﬁdh’ CGU m

# .. Theamount by which the value assighned to the key assuii
- change, after adjmzmg' values of other assumptions for cong
changes, in order h:n tha Coils: ;‘Lcc}vembk amount Lo b
carrying amount,

[IAS. 36 para 134]

182913« The above disclosure dogs not veflect the Di’iﬁl nai mnmdmm
by IFRS 13 that reqguired: the disclosure of the recoverable.amount ofa
group of units containing goodwill or indefinite-lived intangible assets {rogs
of whather an impairment had been recognised or reversed). This requirdin
r“noved by a subseguent himited scope amendment - but see paraﬁiaph

we effective date of the subsequent amendment.

: 5 ouﬂmed in r):imsxmpb 18.297 am'}f formidable Hst ot
"'%Q.ui ihem 18 a typi of ¢ mszimzy analysis and has precedm‘is i
ity anatvsis that companies 6ften give when disclosing 7 et ﬂs‘of
Furen L for example the effect of a {9 incredse or decfease in
r- forcign exchange rates, %n”n;ia, variances might affect values

o ' ' ' e S fons 1 s “ﬂLﬂE alend dtmn Ff also recogriis ;m
IR.I97.2 Some additional disclosures are ;cqmrad for entities thdt caicu o assu otion i an' mpési arinbles. increasing or d{,c{mﬂ.ﬁg the
leuf* ic% cos{% of dmpoml using (ﬁsfu{“suri[td ush flow proje C’Li’)ll%" rigble might affect other variables, mereas T T

& The period over leich _manﬁgﬂmém has. projectad, cash flows, ...

#  The growth rate used to extrapolate cash fiow projections.

';a‘ﬁ amouni

_ o R 5 :
# : The discount mtg{ } dm}ﬂcd 1o the C&‘Sh ﬁ{)W b n}mﬂom,_. a1 mmt is m rm,r

1’1!!.“{:1435 ﬂmn Czarryx
F‘mmp?e - Dsclpsures of gmwﬁ:h rafes gnd dgsmum Fafes.

: o [ e e i amsint:
3 .Enmy Z l}ds (wGLs - who‘céai and retall. Afwer h;i\'fmg pefformed the ing

' _.tmi for goodwill, mandwmem is comfortable that the “‘*cov«,rdbl _gmjsm_, £ Criginal' - 0 Sensitivity
ﬂkm ﬂ’u, _carrymg am{mnt t‘mt is, o 1mpdsm‘iem has o be nca‘»gmse{ asswmgtion; o tea 0 F andlysis

. ; : g 3 : ! : .. ._ K L H B - 25?{{) . -'.:.T‘N’-" 24%2}

: -Howwer goodwﬂi 1% mdm‘mi; 8o minagernent asks what disclosiw 15 needid 307 457,
o SR s \S§ 5 1% e 1%

o éiic mi owmg is an example‘ of good Key assumptions disclonire: Wi o

Key assumptiuns used for value-in-use calculations: : _ ot B
termmcd that ea ch of LhC Lhdm_w Wrmid \Lpd ,m-:iy lead to an impaimment
coverable antount would _then be lowesthan the Carrying dmount.”

;i auss an impairment o atise,

| L Wholesale T i 0 Retd uld mapagement disclose?:

I Euro © U8 U Other " Huro &7 WS i : . . Lo

) iross margin 60% . 59% . 60% . 50%  58% 5'/0/ 58595 ¢ §r h'a £ be ~y§’011~1€d 1;1{_ ensitivity
pan TS o R R : oA o o i5 Hitle headrdom a swsﬂm%‘y dmg,m 25 to p\

: Growth, rate . 18%. 1L8% 38% §9"g . iiﬁ/n . i. 39"9 1.1 ; G e disclosed ifa }:k‘l‘sOﬁdbi} }n){\gg,!i'}ic Lh&TZC‘L ‘]1 any key as :,gmpv(}ﬂ
i DBiscowunt rate I0.5%  10%  11% 12.8% 11.5% 131% 1L.8%

ouid'dis@i{)s 1hc ammmt of Lewdmom.

These %Ssamptmm i’uwx, i}acn us:,d for Lhe amlvm of e:}nh < G{J wﬂhz ihe 1]
vlﬁ?ﬂlhﬂt : : C e

‘*n ~ thc: chanma to 1§1e 5&%.\/ ammwtxom {]mt wozﬂd c:aai m m

Maf;iizgémem determinéd budgeted gross murgin baged on nast parformand
expectations fox.the market dovelopment. The weighted averape crowth rateg used
consistent W!Ih thn fosecaﬁts mdudm in mdustw u.pﬁris The diSC{)L- i, ‘”dib % 'd

€1.2013 PrcewatorhouseCoopers LLP All rights reserved:
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npairment ol Bssets
comparison of a Gh to similar wonnpanies ‘ah 5 fmdnucai inio :munn is hum;dy
provide a reasonable hasis to estimate fair value, Under the market approach, -
. caleulated based on EBITDA mitiples of Bénchmdrk companies cotaparable o1
mc,h < (jU Dam mr t!n bend humr& companies was obtained, from public

%Agaamcam Assum;}tmns

Weighting of Valuation Technigues. : : SRR T
The Company weighted the results of &hn WO ‘m?aatmn techniques m‘ied above, go
mpiw& o each © GL, ag folio {f)% Income .i'aprmuh 4?% m{iku gpsm h
msia i

miflion (2811 £11.120 m:ﬁwﬂ s =uf.lmd;d Fir) mmqmb]s P
following are the significant acquisitions: Rothmans Group £4,796 withon
witlion) immncd iobau.o Canada }ﬂ «177 mnlmn {”’{}H £2.’53,, m;;}mn? ; ffii

by The rm‘upd; diiemtmns of Jam:,wdi in pr Rn himans Jt,quiammrf wre te
wunits of Easiern Europe, ‘Western Burops and: South Africa, with:the
virelating to operations iy ihe domestic and: °ﬁc;}o.t m&rka_tq in mc {Jmiaﬁd
prrrlion ‘- Asia-Pacitic. - ; o

135 wmpnsm oi ?r;c“mi cqm.ijed i
EG{} Vo fe"; Ihu nene &ppnmm a8 mandgcmmt Loz;dtsdsd thu : a marL

Growith

The assumptions used were based on the Compm}
Tevenus, op mimsz margind and cash ﬂov' Ty per
fong-term growih rate theréalter In ariving it ¥ forediists) the Compiny
‘eXparienice, COOR0HIC treuds such as GGDP umwth and infiation as well as industsy
trmds ”!"]m pr(\jvm{ms axso %oo& mm <lLuJUlli the mp Cﬁbﬁ am;mt Imn* new pl()dl £

allocated for impairment lesting purposes fo 14 individual cash-generating
sridividual cash-generating units) ~ ve in Asia-Pacific, ﬁve n the Amerieas, two Uy
ind two {n BEMEA. In 2611, the goodwill in respest of Turkey was all ocated
G purposes "t H IR cashilgeneriiing 000 5 TEMEA bat® Wi tu;l\

,' that vear {see note Men

sounts of goodwill allocated to the cashegenerating units of Canada L2477
Z million}, Wcslr,m Europe, (includes Rothmang and other goquisitions)
2011 i’m»lé mi ;on} Eaxnm ifuxopn {;mhzdes Rmhmma cmd oth

Diseount Rate IR : :

The Company assum s,d & dmnum rate in mciu to c‘.iuﬂdla L}w e
wsh flowws.: The (imounf Tate l{'plu\‘)iﬂ[hf} a wei&lﬁuﬂ AVETAge CO3
‘Comiparable companiss opma{wg, in similar industrics as the applica bie Cf;U 3
available information. The WACC i§ an estimate of the overail réguired rafe of ret
investoment for both debt and eguity owners snd serves as the basis For developing un |
digeouni 7 nmtmn of the WALC requires separate analysis of the cost of
debt, and considsrs i tisk pr enrium baséd ol an aqscssmﬁnt of risks rehtﬁd fer ?he arm
flows of gach unit,

< ‘imm) £856.. mﬂhm; {20‘ 1%4 ma%smn)
d i;474 miiiion (ﬁﬁ‘i i .~47\ mitiom ars

ot of alf cash-generating uniis has been determiiiéd on Al s s
: io: the, recowmhic amount of aii units arg Ehn iong Eerm um\wt‘z mte imi

5 36' [mp:mmem oj Assets and do.n.a not miu:t inng_ierm piamam;: ;1:»5_!,51_1;3
‘ammi pmpabms or For f.ny athur a8 ’“5&1}%{5{‘1 'E’hf: diwmmt

Lowér disconat rates were 'appi'ied to COGUs whose cash flows are expected o soless vola
o factors such as the, maturity of the market they serve and their nvciet positi
dlimum rates were apphied to CGUs whosé cash flows are expected’ t bo maore voE
compctmoa or participatién in less stable geographic markas. :

divators) lesed hy"th'e s or c'ﬁmpaé"'a'biﬁ a'c')iéemi}iénté E'ind'bv:'tﬁ" lncal
for the Group's own credit market risk. For case ofuse and consistency in
Fesults are périodically calibrated into bands based on interaatinally
ings. These assumotions have been applied to the individual cash flows of
comptled by jocal management in the different markets.

Tax Rate

The txix rates apphed 1o tlln pr:ajecilons were hdwd i ;L»’ih‘@ tax rates of com

use cash Gows based’ on detailed financial budgets prepared by management
feir 'pwiod with growth i year 2 of %, Cash flows for the years 3 to 10 dre
o year 7 cash flows at 3% per annum, including 2% inflation, whereafier a lotal
por annum (ncluding 2% inflation) has been assumed. The extrapolaied
dered conservative given the Group’s history of profit and cash growth, i3

asmmpimm dbolﬁ the _gurmﬂi(.ﬂ()“% in ’wlfm‘ﬁ pi‘oﬂl‘: arg carned. It i p(mlbir. t}mt actua
wcould differ from those assumed: : :

' {hg key faswm;ﬁ.mm used 1 m pe%fsrmng 1}1(: 'm{m;mm{ imt hy ( (x{' we”

S S Mazkets West need-portfolic of brands and the iodustry in which it operates. The long-form vmi
Discount rate . ' 7.5 exceed the expected long-terio aversge prowth rate for the combined markets in
Perpetual gr 200

snerating ugits operate. [n some instances, such as recent acquisitions or start-
ajuntion is expanded to reflect the medium-term n}dn ofm mztgemm}?, spusing

The fair value for each CGU other than Markets was in excess of its carryug value
ranged. from 32% to 392% of the carrving value of the apslicable CGLJ, except
. whose fair value was in excess of Be-carrving value by:only 13%. This CGU s COMIPE
recently aoquired investments and constituted less than 3% of total cacrving value, Bag
sensitivity analysis, no reasonably possible changs in fisamnpimm \mmid can 5
mzouut of ANy ( CU Eo c\awd itg ms.:mcmb{ mwunt '

mi’ mics ef between 7.2% and 13.9% {2001 7.2% Ln }*% {1%} were used, based on
SAverage £ost of eapital, Eaaat%&u with any premium applicable for

Gunt rates wsed for the cash-generating units which are significant in comparison
reying amount of seodwill are 8.6% for Canada (3011 R.8%), 2.3% for Westarn
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\}p"‘ (2{_} 160, Gﬁfs} 3 2 5:} IUs
2% “Fr Singa e {201

. 7( 5 gapore {20017 ) A
s i {2 H 2.3 m} i dl%C{) de cash “Tews for cash-generating wnits should &

Uscount afe was increased af a post-tax rate of 194, there would be no s

Inpairment of asspis

“Met hook vaine of goodwill

Pre-tax
disvown rate
used jn value

3. Imm;grfhiﬂ asyeis ( fxrmct)
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