Changes in this edition

This section is a brief guide to the changes since the 2014 edition of the Bound Volume of International Financial
Reporting Standards (the ‘Red Book’) that are incorporated in this edition.

Introduction

This volume includes the latest consolidated versions of all International Financial Reporting Standards (IFRS).

This volume includes amendments to Standards that have an effective date after 1 January 2015. Readers seeking only
the consolidated text of Standards that are effective on 1 January 2015 should refer to the Blue Book.

New requirements since the 2014 Red Book

The following are the main changes made since 1 January 2014:

. one revised Standard—IFRS 9 Financial Instruments;

. two new Standards—IFRS 14 Regulatory Deferral Accounts and IFRS 15 Revenue from Contracts with
Customers;

) amendments to the following Standards: IFRS 10, IFRS 11, IFRS 12,.1AS 1, IAS 16, IAS 27, IAS 28, IAS
38 and IAS 41; and

. one set of Annual Improvements.

New and revised Standards

IFRS 9 Financial Instruments

IFRS 9 Financial Instruments sets out the rentiroments for recognising and measuring financial assets, financial
liabilities and some contracts to buy or sell<non-financial items. IFRS 9 replaces IAS 39 Financial Instruments:
Recognition and Measurement.

The IASB had always intended that.!/F'R39 would replace 1AS 39 in its entirety. However, in response to requests
from interested parties that the accruniing for financial instruments should be improved quickly, the IASB divided its
project to replace IAS 39 into three miain phases. As the IASB completed each phase, it issued chapters in IFRS 9 that
replaced the corresponding requirements in IAS 39.

In July 2014 that work culminated when the IASB issued the completed version of IFRS 9, which includes:

(@) a model for classifying financial assets that is driven by an asset’s cash flow characteristics and the business
model in which it is held;

(b) a model for classifying financial liabilities, including recognition in other comprehensive income, rather than in
profit or loss, of gains (and losses) that are due to the deterioration (improvement) in an entity’s own credit risk
on financial liabilities that an entity has elected to measure at fair value;

(c) a single, forward-looking ‘expected loss’ impairment model for financial assets not measured at fair value
through profit or loss that requires entities to account for expected credit losses from when the financial assets are
first recognised,” and to recognise full lifetime expected losses when credit risk has increased significantly since
initial recognition; and

(d) a hedge accounting model that more closely aligns the accounting treatment with the entity’s risk management
activities and (in IFRS 7 Financial Instruments: Disclosures) provides enhanced disclosures about risk
management activity.

IFRS 9 is effective for annual periods beginning on or after 1 January 2018 with earlier application permitted.

* The new impairment model applies equally to off-balance sheet exposures such as loan commitments and financial guarantee contracts.
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IFRS 14 Regulatory Deferral Accounts

IFRS 14 Regulatory Deferral Accounts was issued in January 2014. It defines regulatory deferral account balances as
amounts of expense or income that would not be recognised as assets or liabilities in accordance with other Standards,
but that qualify to be deferred in accordance with IFRS 14 because the amount is included, or is expected to be
included, by the rate regulator in establishing the price(s) that an entity can charge to customers for rate-regulated
goods or services, such as gas, electricity and water. The scope of IFRS 14 is limited to first-time adopters that
recognised regulatory deferral account balances in their financial statements in accordance with their previous GAAP.
The Standard permits such entities to continue to account for regulatory deferral account balances in their first and
subsequent IFRS financial statements in accordance with their previous GAAP, but must present them separately.
IFRS 14 is effective for entities whose first annual IFRS financial statements are for a period beginning on or after
1 January 2016. Earlier application is permitted.

IFRS 15 Revenue from Contracts with Customers

IFRS 15 Revenue from Contracts with Customers was issued in May 2014. It establishes a comprehensive framework
for determining when to recognise revenue and how much revenue to recognise. The core principle in that framework
is that an entity should recognise revenue to depict the transfer of promised goods or services to the customer in an
amount that reflects the consideration to which the entity expects to be entitled in exchange for those goods or
services. The Standard sets out five steps to follow: identify the contract(s) with a customer; identify the performance
obligations in the contract; determine the transaction price; allocate the transaction price to the performance
obligations in the contract; and recognise revenue when (or as) the entity satisfies a performance obligation. IFRS 15
is effective for annual reporting periods beginning on or after 1 January 2017. Earlier application is permitted.
IFRS 15 replaces IAS 11 Construction Contracts and IAS 18 Revenue, IFRIZ 3 Customer Loyalty Programmes,
IFRIC 15 Agreement for the Construction of Real Estate and IFRIC 18 Trancfers of Assets from Customers and SIC-
31 Revenue—Barter Transactions Involving Advertising Services.

Amendments to Standards issued as separate documents

Accounting for Acquisitions of Interests in Joint Operations

Accounting for Acquisitions of Interests in Joint Cyerations (Amendments to IFRS 11) was issued in May 2014.
IFRS 11 Joint Arrangements addresses the -accounting for interests in joint ventures and joint operations.
The amendments add new guidance on hewe to account for the acquisition of an interest in a joint operation that
constitutes a business. The amendments. specify the appropriate accounting treatment for such acquisitions.
The amendments are required to be apglied to acquisitions occurring from the start of the first annual period beginning
on or after 1 January 2016. Earlier unplication is permitted.

Clarification of Acceptable Methods of Depreciation and Amortisation

Clarification of Acceptable Methods of Depreciation and Amortisation (Amendments to IAS 16 and IAS 38) was
issued in May 2014. 1AS 16 Property, Plant and Equipment and IAS 38 Intangible Assets both establish the principle
for the basis of depreciation and amortisation as being the expected pattern of consumption of the future economic
benefits of an asset. This amendment clarifies that the use of revenue-based methods to calculate the depreciation of
an asset is not appropriate because revenue generated by an activity that includes the use of an asset generally reflects
factors other than the consumption of the economic benefits embodied in the asset. It also clarifies that revenue is
generally presumed to be an inappropriate basis for measuring the consumption of the economic benefits embodied in
an intangible asset. This presumption, however, can be rebutted in certain limited circumstances. The amendments
are required to be applied for annual periods beginning on or after 1 January 2016. Earlier application is permitted.
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Agriculture: Bearer Plants

Agriculture: Bearer Plants (Amendments to IAS 16 and IAS 41) was issued in June 2014. Before these amendments
IAS 41 Agriculture required all biological assets related to agricultural activity to be measured at fair value less costs
to sell based on the principle that their biological transformation is best reflected by fair value measurement.
However, there is a subset of biological assets, known as bearer plants, which are used solely to grow produce over
several periods. At the end of their productive lives they are usually scrapped. Plants such as grape vines, rubber
trees and oil palms will normally meet the definition of a bearer plant. Once a bearer plant is mature, apart from
bearing produce, its biological transformation is no longer significant in generating future economic benefits. The
only significant future economic benefits it generates come from the agricultural produce that it creates. The IASB
decided that bearer plants should be accounted for in the same way as property, plant and equipment in I1AS 16
Property, Plant and Equipment, because their operation is similar to that of manufacturing. Consequently, the
amendments include them within the scope of IAS 16, instead of IAS 41. The produce growing on bearer plants
remains within the scope of IAS 41. The amendments are required to be applied for annual periods beginning on or
after 1 January 2016. Earlier application is permitted.

Equity Method in Separate Financial Statements

Equity Method in Separate Financial Statements (Amendments to IAS 27) was issued in August 2014. The
amendments to IAS 27 Separate Financial Statements will allow entities to use the equity method to account for
investments in subsidiaries, joint ventures and associates in their separate financial statements. The amendments are
required to be applied for annual periods beginning on or after 1 January 2016 retrospectively in accordance with IAS
8 Accounting Policies, Changes in Accounting Estimates and Errors. Earlier applicaiion is permitted.

Sale or Contribution of Assets between an Invastor and its Associate or
Joint Venture

Sale or Contribution of Assets between an Investor and its Asssciate or Joint Venture (Amendments to IFRS 10 and
IAS 28) was issued in September 2014. The amendments asiu:¢ss the conflict between the requirements in IFRS 10
Consolidated Financial Statements and IAS 28 Investmerni{s 11 Associates and Joint Ventures, when accounting for the
sale or contribution of a subsidiary to a joint venture o associate (resulting in the loss of control of the subsidiary).
The amendments are required to be applied for annuai periods beginning on or after 1 January 2016. Earlier
application is permitted.

Investment Entities: Applyirig the Consolidation Exception

Investment Entities: Applying the Tonsalidation Exception (Amendments to IFRS 10, IFRS 12 and IAS 28) was
issued in December 2014. The ari.eniaments clarify which subsidiaries of an investment entity should be consolidated
instead of being measured at fair value through profit or loss. The amendments also clarify that the exemption from
presenting consolidated financial statements continues to apply to subsidiaries of an investment entity that are
themselves parent entities. This is so even if that subsidiary is measured at fair value through profit or loss by the
higher level investment entity parent. In addition, the amendments provide relief whereby a non-investment entity
investor can, when applying the equity method, choose to retain the fair value through profit or loss measurement that
is applied by its investment entity associates and joint ventures to their subsidiaries. The amendments are required to
be applied for annual periods beginning on or after 1 January 2016. Earlier application is permitted.

Disclosure Initiative

Disclosure Initiative (Amendments to IAS 1) was issued in December 2014. The amendments address concerns
expressed about some of the existing presentation and disclosure requirements in 1AS 1 Presentation of Financial
Statements and ensure that entities are able to use judgement when applying those requirements. As a result, it
introduces five, narrow-focus improvements to the disclosure requirements that relate to materiality, order of the
notes, subtotals, accounting policies and disaggregation. The amendments also clarify the requirements in paragraph
82A of IAS 1 for presenting an entity’s share of items of other comprehensive income of associates and joint ventures
accounted for using the equity method. These amendments are required to be applied for annual periods beginning on
or after 1 January 2016. Earlier application is permitted.
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Annual Improvements

Annual Improvements to IFRSs 20122014 Cycle was issued in September 2014. The five amendments related to four
Standards. The amendments are required to be applied for annual periods beginning on or after 1 January 2016.
Earlier application of each amendment is permitted

Standard

Subject of amendment

IFRS 5 Non-current Assets Held for Sale and
Discontinued Operations

Changes in methods of disposal.

IFRS 7 Financial Instruments: Disclosures

Servicing contracts.

Applicability of the amendments to IFRS 7 to
condensed interim financial statements.

IAS 19 Employee Benefits

Discount rate: regional market issue.

IAS 34 Interim Financial Reporting

Disclosure of information ‘elsewhere in the interim
financial report’.

Other material that has changed

The Glossary has been revised.

Minor editorial corrections to Standards (including necessary updzting) have been made; a list of these is available on

the website.
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infor i i
- Amatlon material to an understanding of the current interim period, its
interim i i S i I
f financial report shall disclose that information or include a
CTOSS- E i
Ss-Teference to another published document that includes it.

Effective date

34 g LTl T ]
An ‘u:int_y .shqu apply this IFRS if its first IFRS financial statements are for a
period beginning on or after 1 July 2009. Earlier application is permitted

35 A ity s : i
n 'er:jtlri\)z shall apply the amendments in paragraphs D1(n) and D23 for annual
verio inni - after | ; F : ,
éosr. s‘ egu‘mmg on or after 1 July 2009. If an entity applies 1AS 23 Borrowine
. .\‘ (as .revmed In 2007) for an earlier period, those amendments shall l:
applied for that earlier period. o

36 RS sines inati
IFRS 3 Business Combinations (as revised in 2008) amended paragraphs 19, C1 and
C4(f) and (g). If an entity applies IFRS 3 (revised 2008) for an earlier [JEI:iO.d the
amendments shall also be applied for that earlier period. '

37 IAS: solidate parate Financi
5'27 Consolidated and Separate Financial Statements (as amended in 2008) amended
par.dgraphs B1 and B7. If an entity applies IAS 27 (amended 2008) for an earlier
period, the amendments shall be applied for that earlier period.

38 Cosr of an Investment in a Subsidiary, Jointly Controlled Entity or Associate (Amendments
]l; ISFRfml ;li(llwbzij;)a tss;.mcl in. May 2008, added paragraphs 31, Di(g), D14 and
SR 2'005 .p‘p. y‘those.par.agra-phs for ?.nnual periods beginning on or

e b y 9. Ed_ll]ﬂl application is permitted. If an entity applies the
paragraphs for an earlier period, it shall disclose that fact. ; en

39 8l - o
Earfigraph B7 was amended by Improvements to IFRSs issued in May 2008. An
clermlty shall apply those amendments for annual periods IJeginning on or affer
July 2009. If an entity applies IAS 27 (amended 2008) for an earlier perio@i™the
amendments shall be applied for that earlier period. 3

39A fmdﬁtmnul Exemptions for First-time Adopters (Amendments to IFRS 1) \issued in July
‘:zthi,];dc:le)d paj:r::grea[il.ls 31A'. D8A, D9A and D21A and amended paragraph Djl(ci.
i onib ; n Tty %hall apply those lamendmenu for_&nnual periods
gl g .on or after 1 January 2010. Earlier application Is permitted. If a
entity applies the amendments for an earlier period it shall disclose ihal.facL )

39B [Deleted|

39C IF ixtinguishi inancial - Li
3 R[C 19 ijtmgmshmg Financial Liabilities with Equity Instruments added
paragraph D25. An entity shall apply that amendment when it applies [FRIC 19

39D Limited Exemption from Comparative IFRS 7 Disclosures Jor  First-time Adopters
(Amendment to IFRS 1), issued in January 2010, added paragrapl; .]-;3 (An ."l’r_f'“
shall agjp]y‘ that amendment for annual periods beginning on orj a.ﬁer :ml?/
2010. .harller application is permitted. If an entity applies the amenﬁn : l'l' .
an earlier period, it shall disclose that fact. f i

39E Improvements to [FRSs issued in May 2010 added paragraphs 27A, 31B and DSB and
amended paragraphs 27, 32, Di(c) and D8. An entity shall appl E}?n
an]eljclrr.lexltt.; for annual periods beginning on or after 1 January 20?? yEa lDSE
application is permitted. If an entity applies the amen;iments for a1.1 e'a;i;z
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period it shall disclose that fact. Entities that adopted IFRSs in periods before
the effective date of IFRS 1 or applied TFRS 1 in a previous period are permitted
to apply the amendment to paragraph D8 retrospectively in the first annual
period after the amendment is effective. An entity applying paragraph D8

retrospectively shall disclose that fact.

Disclosures—Transfers of Financial Assets (Amendments to IFRS 7), issued in October
2010, added paragraph E4. An entity shall apply that amendment for annual
periods beginning on or after 1 July 2011. Earlier application is permitted. Ifan
entity applies the amendment for an earlier period, it shall disclose that fact.

[Deleted]

Severe Hyperinflation and Removal of Fixed Dates for First-time Adopters (Amendments to
[FRS 1), issued in December 2010, amended paragraphs B2, D1 and D20 and
added paragraphs 31C and D26-D30. An entity shall apply those amendments
for annual periods beginning on or after 1 July 2011. Earlier application is
permitted.

IFRS 10 Consolidated Financial Statements and IFRS 11 Joint Arrangements, issued in
May 2011, amended paragraphs 31, B7, C1, D1. D14 and D15 and added
paragraph D31. An entity shall apply those amendments when it applies IFRS 10
and IFRS 11.

IFRS 13 Fair Value Measurement, issued in May 2011, deleted paragraph 19,
amended the definition of fair value in Appendix A and amended
paragraphs D15 and D20. An entity shall apply those amendments when it
applies IFRS 13.

Presentation of Items of Other Comprehensive Income (Amendments to IAS 1), issued in
June 2011, amended paragraph 21. An entity shall apply that amendment when
it applies IAS 1 as amended in June 2011.

IAS 19 Employee Benefils (as amended in June 2011) amended paragraph D1,
deleted paragraphs D10 and D11 and added paragraph E5. An entity shall apply
those amendments when it applies IAS 19 (as amended in June 2011).

IFRIC 20 Stripping Costs in the Production Phase of a Surface Mine added
paragraph D32 and amended paragraph D1. An entity shall apply that
amendment when it applies IFRIC 20.

Government Loans (Amendments to IFRS 1), issued in March 2012, added
paragraphs B1(f) and B10-B12. An entity shall apply those paragraphs for
annual periods beginning on or after 1 January 2013. Earlier application is
permitted.

Paragraphs B10 and B11 refer to [FRS 9. If an entity applies this IFRS but does
not yet apply IERS 9, the references in paragraphs B10 and B11 to [FRS 9 shall be
read as references to IAS 39 Financial Instruments: Recognition and Measurement.

Annual Improvements 2009-2011 Cycle, issued in May 2012, added paragraphs 4A-4B
and 23A-23B. An entity shall apply that amendment retrospectively in
accordance with IAS 8 Accounting Policies, Changes in Accounting Estimates and Errors
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Appendix A
Defined terms

This appendix is an integral part of the IERS,

date of
transition to
IFRSs

deemed cost

fair value

first IFRS
financial
statements

first IFRS
reporting
period

first-time
adopter

International
Financial
Reporting
Standards
(IFRSs)

opening IFRS
statement of
financial
position

previous GAAP

(a) Definition of IFRSs amended aft
; er the name changes intr @
IFRS Foundation in 2010. R e

AG8

The beginning of the earliest period for which an entity presents full

comparative information under IFRSs in its first IFRS financial
statements.

An amount used as a surrogate for cost or depreciated cost at a given
date._ S.L%bsequenr depreciation or amortisation assumes that the entit
?]ad Initially recognised the asset or liability at the given date and rha}t/
1ts cost was equal to the deemed cost.

Fair w?hw is the price that would be received to sell an asset or paid to
t{i’ll‘l?‘fEl‘ a liability in an orderly transaction between market
participants at the measurement date. (See IFRS 13.)

The first annual financial statements in which an entity adopts
International Financial Reporting Standards (IFRSs), by an explicit
and unreserved statement of compliance with IFRSs.

The latest reporting period covered by an entity’s first [FRS financial
statements,

An entity that presents its first IFRS financial statements.

Standards and Interpretations issued by the International Accounting
Standards Board (IASB). They comprise: j

(a) International Financial Reporting Standards:
(b) International Accounting Standards;
(c) IFRIC Interpretations; and

(d) SIC Interpretations.®

An E‘ntlly S St to
d Inancial P sition a d d1.
1temer fir 0OS1T10 t the ate of tr sitior
1 Lo

T'h{.:‘ basis of accounting that a first-time adopter used immediately
before adopting IFRSs.

revised Constitution of the
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Appendix B
Exceptions to the retrospective application of other IFRSs

This appendix is an integral part of the IFRS.

Bl

B2

B3

B4

B5

An entity shall apply the following exceptions:

(a) derecognition of financial assets and financial liabilities (paragraphs B2
and B3);

(b) hedge accounting (paragraphs B4-B6);

(c) non-controlling interests (paragraph B7);

(d) classification and measurement of financial assets (paragraph B8-B8C):

(e) impairment of financial assets (paragraphs B8D-B3G);

(f) embedded derivatives (paragraph B9); and

(g) government loans (paragraphs B10-B12).

Derecognition of financial assets and financial liabilities

Except as permitted by paragraph B3, a first-time adopter shall apply the
derecognition requirements in IFRS 9 prospectively for transactions occurring
on or after the date of transition to IFRSs. For example, if a first-time adopter
derecognised non-derivative financial assets or non-derivative financial
liabilities in accordance with its previous GAAP as a result of a transaction that
occurred before the date of transition to IFRSs, it shall not recognise those assets
and liabilities in accordance with IFRSs (unless they qualify for recognition as a

result of a later transaction or event).

Despite paragraph B2, an entity may apply the derecognition requirements in
IFRS 9 retrospectively from a date of the entity’s choosing, provided that the
information needed to apply IFRS 9 to financial assets and financial liabilities
derecognised as a result of past transactions was obtained at the time of initially

accounting for those transactions.

Hedge accounting

As required by TFRS 9, at the date of transition to TFRSs an entity shall:
(a) measure all derivatives at fair value; and

(b) eliminate all deferred losses and gains arising on derivatives that were
reported in accordance with previous GAAP as if they were assets or
liabilities.

An entity shall not reflect in its opening IFRS statement of financial position a

hedging relationship of a type that does not qualify for hedge accounting in

accordance with IFRS 9 (for example, many hedging relationships where the
hedging instrument is a stand-alone written option or a net written option; or
where the hedged item is a net position in a cash flow hedge for another risk

than foreign currency risk). However, if an entity designated a net position as a

hedged item in accordance with previous GAAP, it may designate as a hedged

item in accordance with IFRSs an individual item within that net position, or a
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B6

B7

B8

B8A

B8B

A70

net position if that meets the requirements in paragraph 6.6.1 of IFRS 9
provided that it does so no later than the date of transition to [FRSs,

If, before the date of transition to [FRSs, an entity had designated a transaction
as a hedge but the hedge does not meet the conditions for hedge accounting in
IFRS 9, the entity shall apply paragraphs 6.5.6 and 6.5.7 of IFRS 9 to discomi;ue
hedge accounting. Transactions entered into before the date of transition to
IFRSs shall not be retrospectively designated as hedges,

Non-controlling interests

A ﬁrst-ti‘me adopter shall apply the following requirements of IFRS 10
prospectively from the date of transition to [FRSs:

(a) the .requn'ement in paragraph B94 that total comprehensive income is
attributed to the owners of the parent and to the non-controlling
L=

mr?rests even if this results in the non-controlling interests having a
deficit balance;

(b) The requirements in paragraphs 23 and B96 for accounting for changes
in the parent’s ownership interest in a subsidiary that do not result in a
loss of control; and

(c) the requirements in paragraphs B97-B99 for accounting for a loss of
control over a subsidiary, and the related requirements of paragraph 8A
of IFRS 5 Not-current Assets Held for Sale and Discontinued Operations.

Hmfrever, if a firsttime adopter elects to apply IFRS 3 retrospectively to past
business combinations, it shall also apply IFRS 10 in accordance with
paragraph C1 of this IFRS.

Classification and measurement of financial assets

An entity shall assess whether a financial asset meets the conditions in
par.agraph 4.1.2 of IFRS 9 or the conditions in paragraph 4.1.2A of\IZRSY on the
basis of the facts and circumstances that exist at the date of transition to IFRSs

If it is impracticable to assess a modified time value of modey element in
accordance with paragraphs B4.1.9B-B4.1.9D of IFRS 9 &% 1h¢ basis of the facts
and circumstances that exist at the date of transition to IFRSs, an entity shall
asse.ss the contractual cash flow characteristics of that financial asset ;m the
basis of the facts and circumstances that existed at the date of transition to [FRSs
vﬁthout taking into account the requirements related to the modification of the
time value of money element in paragraphs B4.1.9B-B4.1.9D of [FRS 9, (In this
case, the entity shall also apply paragraph 42R of IFRS 7 but references to
‘paragraph 7.2.4 of IFRS 9’ shall be read to mean this paragraph and references

to ‘initial recognition of the financial asset’ shall be read to mean ‘at the date of
transition to [FRSs’.)

¥f IF is .impracticable to assess whether the fair value of a prepayment feature is
insignificant in accordance with paragraph B4.1.12(c) of IFRS 9 on the basis of
the facts and circumstances that exist at the date of transition to IFRSs. an en‘tiry
shall assess the contractual cash flow characteristics of that financial asset o.n
the basis of the facts and circumstances that existed at the date of transition to
IFRSs without taking into account the exception for prepayment features in
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paragraph B4.1.12 of IFRS 9. (In this case, the entity shall also apply
paragraph 425 of IFRS 7 but references to ‘paragraph 7.2.5 of IFRS 9' shall be read
to mean this paragraph and references to ‘initial recognition of the financial
asset’ shall be read to mean ‘at the date of transition to [FRSs".)

If it is impracticable (as defined in IAS 8) for an entity to apply retrospectively
the effective interest method in IFRS 9, the fair value of the financial asset or the
financial liability at the date of transition to IFRSs shall be the new gross
carrying amount of that financial asset or the nmew amortised cost of that
financial liability at the date of transition to IFRSs.

Impairment of financial assets

An entity shall apply the impairment requirements in Section 5.5 of IFRS 9
retrospectively subject to paragraphs 7.2.15 and 7.2.18-7.2.20 of that IFRS.

At the date of transition to IFRSs, an entity shall use reasonable and supportable
information that is available without undue cost or effort to determine the
credit risk at the date that financial instruments were initially recognised (or for
loan commitments and financial guarantee contracts the date that the entity
pecame a party to the irrevocable commitment in accordance with
paragraph 5.5.6 of IFRS 9) and compare that to the credit risk at the date of
transition to IFRSs (also see paragraphs B7.2.2-B7.2.3 of IFRS 9).

When determining whether there has been a significant increase in credit risk
since initial recognition, an entity may apply:
(a) the requirements in paragraph 5.5.10 and B5.5.22-B5.5.24 of [FRS 9; and

(b) the rebuttable presumption in paragraph 5.5.11 of [FRS 9 for contractual
payments that are more than 30 days past due if an entity will apply the
impairment requirements by identifying significant increases in credit
risk since initial recognition for those financial instruments on the basis

of past due information.

If, at the date of transition to IFRSs, determining whether there has been a
significant increase in credit risk since the initial recognition of a financial
instrument would require undue cost or effort, an entity shall recognise a loss
allowance at an amount equal to lifetime expected credit losses at each
reporting date until that financial instrument is derecognised (unless that
financial instrument is low credit risk at a reporting date, in which case

paragraph B8F(a) applies).

Embedded derivatives

A first-time adopter shall assess whether an embedded derivative is required to
be separated from the host contract and accounted for as a derivative on the
basis of the conditions that existed at the later of the date it first became a party
to the contract and the date a reassessment is required by paragraph B4.3.11 of
IFRS 9.

Government loans

A first-time adopter shall classify all government loans received as a financial
liability or an equity instrument in accordance with IAS 32 Financial Instruments:
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Juality for recognition in accordance with IFRSs in the separat
e

statement of financial position of the acquiree (see (fj-{i) below)

The first-ti q i
o 1me»adoptcr shall recognise any resulting change by adjusting
e 5 . . '
Pl earnimgs (or, if appropriate, another category of equity), unles
e cha [ iti : !
nge results from the recognition of an intangible asset that was

previously subsumed within goodwill (see (g)(i) below)

IFRS 1

finance leases acquired in a past business combination, it shall capitalise
those leases in its consolidated financial statements, as IAS 17 Leases
would require the acquiree to do in its IFRS statement of financial
position. Similarly, if the acquirer had not, in accordance with its
previous GAAP, recognised a contingent liability that still exists at the
date of transition to IFRSs, the acquirer shall recognise that contingent
liability at that date unless IAS 37 Provisions, Contingent Liabilities and

(c) The first-time ad
opter shall exclude from its i
- J s o 3 j
financial position any item recognised in afciildzg I-FRS ?tﬂlﬂl‘nen.1 ¥ Contingent Assets would prohibit its recognition in the financial
GAAP that does not qualify for recognition a gl statements of the acquiree. Conversely, if an asset or liability was
T s s s g S an asset or liabili : ; o :
IFRSs. The first-time adopter shall account for the resultin ;Y b, subsumed in goodwill in accordance with previous GAAP but would have
o : change as ; R y
follows: & EF. 88 been recognised separately under IFRS 3, that asset or liability remains in
(i) the first-ti goodwill unless IFRSs would require its recognition in the financial
firsttime adopter may have classified a p: . .
combination as an acquisiti 4 past business statements of the acquiree,
C S1T10n an 1'ecogni5ecl as an i i
e —— ntan ; R . . .
asset an item that does not qualify for recognition as a glb_le () The carrying amount of goedwill in the opening IFRS statement of
; il S am ass . i o : : F .
accordance with [AS 38 Intangible Assets. It shall reclas _‘bEtl H financial position shall be its carrying amount in accordance with
; : > 3 ssify that ; w3 B . .
item (and, if any, the related deferred tax and non tfyll']al pisfibus CAP Gt SidagbEiransianto S STt Hiestatowsng twe
interests) ; -controllin, s :
. erests) as part of goodwill (unless it deducted goodwil] diroctli ot T
TOm equity in accordance wi i ) . o s :
below) dance with previous GAAP, see (g)(i) and (i) (i) If required by (c)(i) above, the first-time adopter shall increase the
'z carrying amount of goodwill when it reclassifies an item that it
(ii) .the first-time adopter shall recognise all other resulting ci recognised as an intangible asset in accordance with previous
In retained earnings.! ) k. Shanges GAAP. Similarly, if (f) above requires the first-time adopter to
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basis that is not based on original . 1abilities on a goodwill in accordance with previous GAAP, the first-time
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The acquirer shall consider all pertinent factors in determining whether
information obtained after the acquisition date should result in an adjustment
to the provisional amounts recognised or whether that information results from
events that occurred after the acquisition date. Pertinent factors include the
date when additional information is obtained and whether the acquirer can
identify a reason for a change to provisional amounts. Information that is
obtained shortly after the acquisition date is more likely to reflect circumstances
that existed at the acquisition date than is information obtained several months
later. For example, unless an intervening event that changed its fair value can
be identified, the sale of an asset to a third party shortly after the acquisition
date for an amount that differs significantly from its provisional fair value
measured at that date is likely to indicate an error in the provisional amount.

The acquirer recognises an increase (decrease) in the provisional amount
recognised for an identifiable asset (liability) by means of a decrease (increase) in
goodwill. However, new information obtained during the measurement period
may sometimes result in an adjustment to the provisional amount of more than
one asset or liability. For example, the acquirer might have assumed a liability
to pay damages related to an accident in one of the acquiree’s facilities, part or
all of which are covered by the acquiree’s liability insurance policy. If the
acquirer obtains new information during the measurement period about the
acquisition-date fair value of that liability, the adjustment to goodwill resulting
from a change to the provisional amount recognised for the liability would be
offset (in whole or in part) by a corresponding adjustment to goodwill resulting
from a change to the provisional amount recognised for the claim receivable
from the insurer.

During the measurement period, the acquirer shall recognise adjustments to the
provisional amounts as if the accounting for the business combination had been
completed at the acquisition date. Thus, the acquirer shall revise compal ative
information for prior periods presented in financial statements gs\nceded,
including making any change in depreciation, amortisation or\othtr income
effocts recognised in completing the initial accounting.

After the measurement period ends, the acquirer shall rayise.fie accounting for
2 business combination only to correct an error in aceordance with IAS 8
Accounting Policies, Changes in Accounting Estimates and Errors.

Determining what is part of the business combination
transaction

The acquirer and the acquiree may have a pre-existing relationship or
other arrangement before negotiations for the business combination
began, or they may enter into an arrangement during the negotiations
that is separate from the business combination. In either situation, the
acquirer shall identify any amounts that are not part of what the acquirer
and the acquiree (or its former owners) exchanged in the business
combination, ie amounts that are not part of the exchange for the
acquiree. The acquirer shall recognise as part of applying the acquisition
method only the consideration transferred for the acquiree and the assets
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acquired and liabilities assumed in the exchange for the acquiree.
Separate transactions shall be accounted for in accordance with the
relevant IFRSs.

A transaction entered into by or on behalf of the acquirer or primarily for the
benefit of the acquirer or the combined entity, rather than primarily for the
benefit of the acquiree (ot its former owners) before the combination, is likely to
be a separate transaction. The following are examples of separate transactions
that are not to be included in applying the acquisition method:

(a) a transaction that in effect settles pre-existing relationships between the
acquirer and acquiree;

(b) a transaction that remunerates employees or former owners of the
acquiree for future services; and

() 2 transaction that reimburses the acquiree or its former owners for
paying the acquirer’s acquisition-related costs.

Paragraphs B50-B62 provide related application guidance.

Ammsition-related costs

Aequisition-related costs are costs the acquirer incurs to effect a business
combination. Those COStS include finder’s fees; advisory, legal, accounting,
valuation and other professional or consulting fees; general administrative
costs, including the costs of maintaining an internal acquisitions department;
and costs of registering and issuing debt and equity securities. The acquirer
shall account for acquisition-related cOsts as EXPENSES in the periods in which
the costs are incurred and the services are received, with one exception. The
costs to issue debt or equity securities shall be recognised in accordance with
IAS 32 and IFRS 9.

Subsequent measurement and accounting

54

55

In general, an acquirer shall subsequently measure and account for assets
acquired, liabilities assumed or incurred and equity instruments issued
in a business combination in accordance with other applicable IFRSs for
those items, depending on their nature. However, this IFRS provides
guidance on subsequently measuring and accounting for the following
assets acquired, liabilities assumed or incurred and equity instruments
issued in a business combination:

(a) reacquired rights;

(b) contingent liabilities recognised as of the acquisition date;
(©) indemnification assets; and

(d) contingent consideration.

Paragraph B63 provides related application guidance.

Reacquired rights

A reacquired right recognised as an intangible asset shall be amortised over the
remaining contractual period of the contract in which the right was granted.
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|Deleted|

IFRS 19, issued in May 2011, amended paragraphs 7, B13, B63(e) and Appendix A
An entity shall apply those amendments when it applies TFRS 10. .

IFRS 13 Fair Value Measurement, issued in May 2011, amended paragraphs 20, 29
33, 47, amended the definition of fair value in Appendix A and amended'

paragraphs B22, B40, B43-B46, B49 and B64. An entity shall apply those
amendments when it applies IFRS 13,

Investment Entities (Amendments to IFRS 10, IFRS 12 and IAS 27), issued in October
2012, amended paragraph 7 and added paragraph 2A, An entity shall appl

thosF amendments for annual periods beginning on or after 1 January 2211343’
Earlier application of Investment Entities is permitted. If an entity appliés these‘

;{nl?fldnlE]l[S earlier it shall also apply all amendments included in Investment
Entities at the same time,

[Deleted)

Annual Improvements to IFRSs 2010-2012 Cycle, issued in December 2013, amended
parggraphs 40 and 58 and added paragraph 67A and its related hez‘iding An
ent.lty shall apply that amendment prospectively to business combinatz’on.s for
which the acquisition date is on or after 1 July 2014. Earlier applicatj(;n is
permitted. An entity may apply the amendment earlier provided that IFRS 9 and
IAS 37 (both as amended by Annual Improvements to IFRSs 2010-2012 Cycle) ha;ve also

lfJeen applied. If an entity applies that amendment earlier it shall disclose that
act.

Annual Improvements Cycle 2011-2013 issued in December 2013 amended
par'agraph 2{a). An entity shall apply that amendment prospectively for annua
perlmds beginning on or after 1 July 2014. Earlier application is permitted, If ?1
entity applies that amendment for an earlier period it shall disclose that 11(1(

IFRS 15 Revenue from Contracts with Customers, issued in May 2014\ amended
paragraph 56. An entity shall apply that amendment when it applies IFRS 15,

IFRS 9, as issued in July 2014, amended paragraphs 16, 42.955,56, 58 and B41
and deleted paragraphs 64A, 64D and 64H. An entity shall apply those
amendments when it applies [FRS 9,

Transition

ssets and liabilities that arose from business combinations whose acquisition

datez.; pf'eceded the application of this IFRS shall not be adjusted upon
application of this IFRS, . ’

Cont}n.g.enr consideration balances arising from business combinations whose
;—1cqt1151t_10n dates preceded the date when an entity first applied this [FRS as
issued in 2008 shall not be adjusted upon first application of this IFRS;
Paragraphs 65B-65E shall be applied in the subsequent accounting for 1hose.
balal.'lCES. .Paragraphs 65B~65E shall not apply to the accounting for contingent
consideration balances arising from business combinations with acquisition
dates on or after the date when the entity first applied this IFRS as issued in
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2008, In paragraphs 65B-65E business combination refers exclusively to
business combinations 'whose acquisition date preceded the application of this
IFRS as issued in 2008.

If a business combination agreement provides for an adjustment to the cost of
the combination contingent on future events, the acquirer shall include the
amount of that adjustment in the cost of the combination at the acquisition
date if the adjustment is probable and can be measured reliably.

A business combination agreement may allow for adjustments to the cost of the
combination that are contingent on one or more future events. The adjustment
might, for example, be contingent on a specified level of profit being maintained
or achieved in future periods, or on the market price of the instruments issued
being maintained. It is usually possible to estimate the amount of any such
adjustment at the time of initially accounting for the combination without
impairing the reliability of the information, even though some uncertainty
exists. If the future events do not occur or the estimate needs to be revised, the
cost of the business combination shall be adjusted accordingly.

flowever, when a business combination agreement provides for such an
ddjustment, that adjustment is not included in the cost of the combination at
the time of initially accounting for the combination if it either is not probable or
cannot be measured reliably. If that adjustment subsequently becomes probable
and can be measured reliably, the additional consideration shall be treated as an
adjustment to the cost of the combination.

In some circumstances, the acquirer may be required to make a subsequent
payment to the seller as compensation for a reduction in the value of the assets
given, equity instruments issued or liabilities incurred or assumed by the
acquirer in exchange for control of the acquiree. This is the case, for example,
when the acquirer guarantees the market price of equity or debt instruments
issued as part of the cost of the business combination and is required to issue
additional equity or debt instruments to restore the originally determined cost.
In such cases, no increase in the cost of the business combination is recognised.
In the case of equity instruments, the fair value of the additional payment is
offset by an equal reduction in the value attributed to the instruments initially
issued. In the case of debt instruments, the additional payment is regarded as a
reduction in the premium or an increase in the discount on the initial issue.

An entity, such as a mutual entity, that has not yet applied IFRS 3 and had one or
more business combinations that were accounted for using the purchase
method shall apply the transition provisions in paragraphs B68 and B69.

Income taxes

For business combinations in which the acquisition date was before this IFRS is
applied, the acquirer shall apply the requirements of paragraph 68 of IAS 12, as
amended by this IFRS, prospectively. That is to say, the acquirer shall not adjust
the accounting for prior business combinations for previously recognised
changes in recognised deferred tax assets. However, from the date when this
IFRS is applied, the acquirer shall recognise, as an adjustment to profit or loss
(or, if IAS 12 requires, outside profit or loss), changes in recognised deferred tax

assets.

@ |[FRS Foundation A153



IFRS 3

B6

A business combination may be structured in a variety of ways for legal, taxation
or other reasons, which include but are not limited to:

(a) one or more businesses become subsidiaries of an acquirer or the net
assets of one or more businesses are legally merged into the acquirer;

(b) one combining entity transfers its net assets, or its owners transfer their
equity interests, to another combining entity or its owners;

() all of the combining entities transfer their net assets, or the owners of
those entities transfer their equity interests, to a newly formed entity
(sometimes referred to as a roll-up or put-together transaction}); or

(d) a group of former owners of one of the combining entities obtains
control of the combined entity.

Definition of a business (application of paragraph 3)

B7

B8

B9

A158

A business consists of inputs and processes applied to those inputs that have the
ability to create outputs, Although businesses usually have outputs, outputs are
not required for an integrated set to qualify as a business. The three elements of
a business are defined as follows:

(a) Input: Any economic resource that creates, or has the ability to create,
outputs when one or more processes are applied to it. Examples include
non-current assets (including intangible assets or rights to use
non-current assets), intellectual property, the ability to obtain access to
necessary materials or rights and employees.

(b) Process: Any system, standard, protocol, convention or rule that when
applied to an input or inputs, creates or has the ability to create outputs.
Examples include strategic management processes, operational
processes and resource management processes. These processes twpically
are documented, but an organised workforce having the necessary skills
and experience following rules and conventions may\ provide the
necessary processes that are capable of being applied t3 1hputs to cTeate
outputs. (Accounting, billing, payroll and other adinluistrative systems
typically are not processes used to create outputs.)

(c) Qutput: The result of inputs and processes applied to those inputs that
provide or have the ability to provide a return in the form of dividends,
lower costs or other economic benefits directly to investors or other
owners, members or participants.

To be capable of being conducted and managed for the purposes defined, an
integrated set of activities and assets requires two essential elements—inputs and
processes applied to those inputs, which together are or will be used to create
outputs. However, a business need not include all of the inputs or processes that
the seller used in operating that business if market participants are capable of
acquiring the business and continuing to produce outputs, for example, by
integrating the business with their own inputs and processes.

The nature of the elements of a business varies by industry and by the structure
of an entity’s operations (activities), including the entity’s stage of development.
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Established businesses often have many different types of inputs, processes and
outputs, whereas new businesses often have few inputs and processes and
sometimes only a single output (product). Nearly all businesses also have
liabilities, but a business need not have liabilities.

An integrated set of activities and assets in the development stage might not
have outputs. If not, the acquirer should consider other factors to determine
whether the set is a business. Those facters include, but are not limited to,
whether the set:

(a) has begun planned principal activities;

(b) has employees, intellectual property and other inputs and processes that
could be applied to those inputs;

(c) is pursuing a plan to produce outputs; and

(d) will be able to obtain access to customers that will purchase the outputs.

Not all of those factors need to be present for a particular integrated set of

activities and assets in the development stage to qualify as a business.

Determining whether a particular set of assets and activities is a business should

%o based on whether the integrated set is capable of being conducted and

managed as a business by a market participant. Thus, in evaluating whether a

particular set is a business, it is not relevant whether a seller operated the set as
a business or whether the acquirer intends to operate the set as a business.

In the absence of evidence to the contrary, a particular set of assets and activities
in which goodwill is present shall be presumed to be a business. However, a
business need not have goodwill.

Identifying the acquirer (application of paragraphs 6 and 7)

B13

B14

B15

The guidance in TFRS 10 Consolidated Financial Statements shall be used to identify
the acquirer—the entity that obtains control of the acquiree. If a business
combination has occurred but applying the guidance in IFRS 10 does not clearly
indicate which of the combining entities is the acquirer, the factors in
paragraphs B14-B18 shall be considered in making that determination,

In a business combination effected primarily by transferring cash or other assets
or by incurring liabilities, the acquirer is usually the entity that transfers the
cash or other assets or incurs the liabilities.

In a business combination effected primarily by exchanging equity interests, the
acquirer is usually the entity that issues its equity interests. However, in some
business combinations, commonly called ‘reverse acquisitions’, the issuing
entity is the acquiree. Paragraphs B19-B27 provide guidance on accounting for
reverse acquisitions. Other pertinent facts and circumstances shall also be
considered in identifying the acquirer in a business combination effected by
exchanging equity interests, including:

(a) the relative voting rights in the combined entity after the business
combination—The acquirer is usually the combining entity whose owners
as a group retain or receive the largest portion of the voting rights in the
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ge deposit liabilities and related depositor

(a) market participants exchan
relationship intangible assets in observable exchange transactions.
depositor relationship

Therefore, the acquirer should recognise the
intangible asset separately from goodwill.

a registered trademark and documented but

(b) an acquiree owns
d to manufacture the trademarked

unpatented technical expertise use
To transfer ownership of a trademark, the owner is also

product.
necessary for the mew owner to

required to transfer everything else
produce a product or service indistinguishable from that produced by
the former owner. Because the unpatented technical expertise must be
separated from the acquiree or combined entity and sold if the related

trademark is sold, it meets the separability criterion.

Reacquired rights

As part of a business combination, an acquirer may reacquire a right that it had
previously granted to the acquiree to use ome OT more of the acquirer’s
recognised or unrecognised assets. Examples of such rights include a right to
under a franchise agreement or a right to use the

use-thy acquirer’s trade name
A reacquired

seduirer’s technology under a technology licensing agreement.
fight is an identifiable intangible asset that the acquirer recognises separately
from goodwill. paragraph 29 provides guidance on measuring a reacquired

right and paragraph 55 provides guidance on the subsequent accounting for a

reacquired right.

If the terms of the contract giving rise to a reacquired right are favourable or

unfavourable relative to the terms of current market tr
the acquirer shall recognise a settlement gain or loss.
measuring that settlement gain or loss.

ansactions for the same

or similar items,
Paragraph B52 provides guidance for

Assembled workforce and other items that are not identifiable

value of an acquired intangible asset
date. For example, an acquirer may
which is an existing

The acquirer subsumes into goodwill the
that is not identifiable as of the acquisition
attribute value to the existence of an assembled workforce,
collection of employees that permits the acquirer to continue to operate an
acquired business from the acquisition date. An assembled workforce does not
represent the intellectual capital of the skilled workforce—the (often specialised)
knowledge and experience that employees of an acquiree bring 0 their jobs.
Because the assembled workforce is not an identifiable asset to be recognised

separately from goodwill, any value attributed to it is subsumed into goodwill.

attributed to items that do

The acquirer also subsumes into goodwill any value
le, the acquirer might

not qualify as assets at the acquisition date. For examp
ts the acquiree is negotiating with
prospective new customers at the acquisition date. Because those potential
contracts are not themselves assets at the acquisition date, the acquirer does not
recognise them separately from goodwill. The acquirer should not subsequently
reclassify the value of those contracts from goodwill for events that occur after
the acquisition date. However, the acquirer should assess the facts and

attribute value to potential contrac
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Constraining estimates of variable consideration
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variable consideration estimated in
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accordance with paragraph 53 only tg :
at a significant reversal in the amoupt
not occur when the uncertain

Mt . & . - . as :
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_ _ : magnitude of a reve i
include, but are not limited to, any of the following: B
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occur once the uncerta_inf’zi
ly resolved, an entity shalﬁ

. x
(a) ;ﬁii:yrfm-u;t of consideration is highly susceptible to factors outside tha
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Judgement or actions of third parties, weather conditions and a ki ) thﬁ
of obsolescence of the promised good or service T ol

b y -
(b) the uncertainty about the amount of considera

tion is not ex J
resolved for a long period of time. e
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ere \ 16{

is limi 5 i
mited, or that experience (or other evidence) has limfire

e 1 predictive

d : :
(d) the entity has a practice of either offering a Aroid range of price

concessions i
: D-r changing the payment terms and onditions of simi]
contracts in similar circumstances. 1

(e) the contract has a large number and b

| A road ra i
consideration amounts. W o e

An entity s
y shall apply paragraph B63 to account for consideration in the form of

™! g se y [y
al th
a SEIES baSEd OT usage-ba d ro at 1s promlsed m EXdlange :[OI d ]ICEHC@ Uf

Reassessment of variable consideration

At the end of i 2
N : each reporting period, an entity shall update the estimated
]'1 ~ x » - . -
e P}‘;CE‘ {including updating its assessment of whether an estimate of
e con ion i i '
ooy - ;1 eration is constrained) to represent faithfully the circumstances
a : :
po i e enq of the reporting period and the changes in circumstances |
reporting period. The entity s
; : ity shall account for ch i
. S an
transaction price in accordance with paragraphs 87-90 ik i
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The existence of a significant financing component in the contract

In determining the transaction price, an entity shall adjust the promised
amount of consideration for the effects of the time value of money if the timing
of payments agreed to by the parties to the contract (either explicitly or
implicitly) provides the customer or the entity with a significant benefit of
financing the transfer of goods or services to the customer. In those
circumstances, the contract contains a significant financing component. A
significant financing component may exist regardless of whether the promise of
financing is explicitly stated in the contract or implied by the payment terms
agreed to by the parties to the contract.

The objective when adjusting the promised amount of consideration for a
significant financing component is for an entity to recognise revenue at an
amount that reflects the price that a customer would have paid for the promised
goods or services if the customer had paid cash for those goods or services when
(or as) they transfer to the customer (ie the cash selling price). An entity shall
consider all relevant facts and circumstances in assessing whether a contract
¢Ohtains a financing component and whether that financing component is
significant to the contract, including both of the following:

(a) the difference, if any, between the amount of promised consideration
and the cash selling price of the promised goods or services; and

(b) the combined effect of both of the following:

(i) the expected length of time between when the entity transfers
the promised goods or services to the customer and when the
customer pays for those goods or services; and

(i) the prevailing interest rates in the relevant market.

Notwithstanding the assessment in paragraph 61, a contract with a customer
would not have a significant financing component if any of the following factors
exist:

(a) the customer paid for the goods or services in advance and the timing of
the transfer of those goods or services is at the discretion of the
customer.

(b) a substantial amount of the consideration promised by the customer is
variable and the amount or timing of that consideration varies on the
basis of the occurrence or non-occurrence of a future event that is not
substantially within the control of the customer or the entity (for
example, if the consideration is a sales-based royalty).

(c) the difference between the promised consideration and the cash selling
price of the good or service (as described in paragraph 61) arises for
reasons other than the provision of finance to either the customer or the
entity, and the difference between those amounts is proportional to the
reason for the difference. For example, the payment terms might
provide the entity or the customer with protection from the other party
failing to adequately complete some or all of its obligations under the

conftract.
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series that forms part of a single performance obligation in accordance with
paragraph 22(b) only if the criteria in paragraph 85 on allocating variable
consideration are met.

An entity shall account for a change in the transaction price that arises as a
result of a contract modification in accordance with paragraphs 18-21.
However, for a change in the transaction price that occurs after a contract

modification, an entity shall apply paragraphs 87-89 to allocate the change in
the transaction price in whichever of the following ways is applicable:

An entity shall allocate the change in the transaction price to the
performance obligations identified in the contract before the
modification if, and to the extent that, the change in the transaction
price is attributable to an amount of variable consideration promised
before the modification and the modification is accounted for in

(a)

accordance with paragraph 21(a).

In all other cases in which the modification was not accounted for as a
separate contract in accordance with paragraph 20, an entity shall
allocate the change in the transaction price to the performance
obligations in the modified contract (ie the performance obligations that
were unsatisfied or partially unsatisfied immediately after the

modification).

Contract costs

91

92

93

94

95

Incremental costs of obtaining a contract
An entity shall recognise as an asset the incremental costs of obtaining a
contract with a customer if the entity expects to recover those costs.

The incremental costs of obtaining a contract are those costs that an entity
incurs to obtain a contract with a customer that it would not have incurred if
the contract had not been obtained (for example, a sales commission).

Costs to obtain a contract that would have been incurred regardless of whether
the contract was obtained shall be recognised as an expense when incurred,
unless those costs are explicitly chargeable to the customer regardless of
whether the contract is obtained.

As a practical expedient, an entity may recognise the incremental costs of
obtaining a contract as an expense when incurred if the amortisation period of
the asset that the entity otherwise would have recognised is one year or less.

Costs to fulfil a contract

If the costs incurred in fulfilling a contract with a customer are not
within the scope of another Standard (for example, IAS 2 Inventories,
IAS 16 Property, Plant and Equipment or IAS 38 Intangible Assets), an
entity shall recognise an asset from the costs incurred to fulfil a contract
only if those costs meet all of the following criteria:
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goods or services 10 which the asset relates. The asset may relate to goods or
services to be transferred under a specific anticipated contract (as described in
paragraph 95(a)).

An entity shall update the amortisation (o reflect a significant change in the
entity’s expected timing of transfer to the customer of the goods or services to
which the asset relates. Such a change shall be accounted for as a change in
accounting estimate in accordance with TAS 8.

An entity shall recognise an impairment loss in profit or loss to the extent that
the carrying amount of an asset recognised in accordance with paragraph 91

or 95 exceeds:

(a) the remaining amount of consideration that the entity expects to receive
in exchange for the goods or services 10 which the asset relates; less

(b) the costs that relate directly to providing those goods or services and that
have not been recognised as expenses (see paragraph 97).

For.the purposes of applying paragraph 101 to determine the amount of
¢hhsideration that an entity expects to receive, an entity shall use the principles
fAr determining the transaction price (except for the requirements in
paragraphs 56-58 on constraining estimates of variable consideration) and
adjust that amount to reflect the effects of the customer’s credit risk.

Before an entity recognises an impairment loss for an asset recognised in
accordance with paragraph 91 or 95, the entity shall recognise any impairment
loss for assets related to the comtract that are recognised in accordance with
another Standard (for example, IAS 2, IAS 16 and IAS 38). After applying the
impairment test in paragraph 101, an entity shall include the resulting carrying
amount of the asset recognised in accordance with paragraph 91 or 95 in the
carrying amount of the cash-generating unit to which it belongs for the purpose
of applying TIAS 36 Impairment of Assets to that cash-generating unit.

An entity shall recognise in profit or loss a reversal of some or all of an
impairment loss previously recognised in accordance with paragraph 101 when
the impairment conditions no longer exist or have improved. The increased
carrying amount of the asset shall not exceed the amount that would have been
determined (net of amortisation) if no impairment loss had been recognised

previously.

Presentation

105

106

When either party to a contract has performed, an entity shall present the
contract in the statement of financial position as a contract asset or a
contract liability, depending on the relationship between the entity’s
performance and the customer’s payment. An entity shall present any
unconditional rights to consideration separately as a receivable.

If a customer pays consideration, or an entity has a right to an amount of
consideration that is unconditional (ie a receivable), before the entity transfers a
good or service to the customer, the entity shall present the contract as a
contract liability when the payment is made or the payment is due (whichever is

A705
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is not obscured by either the inclusion of a large amount of insignificant detail
or the aggregation of items that have substantially different characteristics.

An entity need not disclose information in accordance with this Standard if it
has provided the information in accordance with another Standard.

Contracts with customers

An entity shall disclose all of the following amounts for the reporting period

unless those amounts are presented separately in the statement of

comprehensive income in accordance with other Standards:

(a) revenue recognised from contracts with customers, which the entity
shall disclose separately from its other sources of revenue; and

(b) any impairment losses recognised (in accordance with IFRS 9) on any
receivables or contract assets arising from an entity’s contracts with
customers, which the entity shall disclose separately from impairment

losses from other contracts.

Dizaggregation of revenue

“n entity shall disaggregate revenue recognised from contracts with customers
into categories that depict how the nature, amount, timing and uncertainty of
revente and cash flows are affected by economic factors. An entity shall apply
the guidance in paragraphs B87-B89 when selecting the categories to use to
disaggregate revenue.

In addition, an entity shall disclose sufficient information to enable users of
financial statements to understand the relationship between the disclosure of
disaggregated revenue (in accordance with paragraph 114) and revenue
information that is disclosed for each reportable segment, if the entity applies

IERS 8 Operating Segments.

Contract balances

An entity shall disclose all of the following:

(a) the opening and closing balances of receivables, contract assets and
contract liabilities from contracts with customers, if not otherwise

separately presented or disclosed;

(b) revenue recognised in the reporting period that was included in the
contract liability balance at the beginning of the period; and

from performance

(c) revenue recognised in the reporting period
obligations satisfied (or partially satisfied) in previous periods (for

example, changes in transaction price).
An entity shall explain how the timing of satisfaction of its performance
obligations (see paragraph 119(a)) relates to the typical timing of payment (see
paragraph 119(b)) and the effect that those factors have on the contract asset and
the contract liability balances. The explanation provided may use qualitative
information.

An entity shall provide an explanation of the significant changes in the contract
asset and the contract liability balances during the reporting period. The
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translated into a currency of a non-hyperinflationary economy
(see paragraph 42(b)). When the economy ceases to be hyperinflationary
and the entity no longer restates its financial statements in accordance
with IAS 29, it shall use as the historical costs for translation into the
presei)tation currency the amounts restated to the price level at the date
the entity ceased restating its financial statements.

Translation of a foreign operation

Paragraphs 45-47, in addition to paragraphs 38-43, apply when the results and
financial position of a foreign operation are translated into a presentation
currency so that the foreign operation can be included in the financial
statements of the reporting entity by consolidation or the equity method.

The incorporation of the results and financial position of a foreign operation
with those of the reporting entity follows normal consolidation procedures,
such as the elimination of intragroup balances and intragroup transactions of a
subsidiary (see IFRS 10 Consolidated Financial Statements). However, an intragroup
monetary asset (or liability), whether shortterm or longterm, cannot be
eliniinated against the corresponding intragroup liability (or asset) without
snowing the results of currency fluctuations in the consolidated financial
statements. This is because the monetary item represents a commitment to
convert one currency into another and exposes the reporting entity to a gain or
loss through currency fluctuations. Accordingly, in the consolidated financial
statements of the reporting entity, such an exchange difference is recognised in
profit or loss or, if it arises from the circumstances described in paragraph 32, it
is recognised in other comprehensive income and accumulated in a separate
component of equity until the disposal of the foreign operation.

When the financial statements of a foreign operation are as of a date different
from that of the reporting entity, the foreign operation often prepares
additional statements as of the same date as the reporting entity's financial
statements. When this is not done, IFRS 10 allows the use of a different date
provided that the difference is no greater than three months and adjustments
are made for the effects of any significant transactions or other events that occur
between the different dates. In such a case, the assets and liabilities of the
foreign operation are translated at the exchange rate at the end of the reporting
period of the foreign operation. Adjustments are made for significant changes
in exchange rates up to the end of the reporting period of the reporting entity in
accordance with IFRS 10. The same approach is used in applying the equity
method to associates and joint ventures in accordance with IAS 28 (as amended
in 2011).

Any goodwill arising on the acquisition of a foreign operation and any
fair value adjustments to the carrying amounts of assets and liabilities
arising on the acquisition of that foreign operation shall be treated as
assets and liabilities of the foreign operation. Thus they shall be
expressed in the functional currency of the foreign operation and shall be
translated at the closing rate in accordance with paragraphs 39 and 42.
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Disposal or partial disposal of a foreign operation
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In paragraphs 53 and 55-57 references to ‘functional currency’ apply, in

the case of a group, to the functional currency of the parent.

An entity shall disclose:

(a) the amount of exchange differences recognised in profit or loss
except for those arising on financial instruments measured at fair
value through profit or loss in accordance with IFRS 9; and

(b) net exchange differences recognised in other comprehensive
income and accumulated in a separate component of equity, and a

reconciliation of the amount of such exchange differences at the

beginning and end of the period.

When the presentation currency is different from the functional

currency, that fact shall be stated, together with disclosure of the

functional currency and the reason for using a different presentation

currency.

When there is a change in the functional currency of either the reporting

entity or a significant foreign operation, that fact and the reason for the

change in functional currency shall be disclosed.

When an entity presents its financial statements in a currency that is

different from its functional currency, it shall describe the financial
statements as complying with [FRSs only if they comply with all the
requirements of IFRSs including the translation method set out in

paragraphs 39 and 42.

financial statements or other financial
functional currency without meeting
may convert into

An entity sometimes presents its
information in a currency that is not its
the requirements of paragraph 55. For example, an entity
another currency only selected items from its financial statements. Or, an entity
whose functional currency is not the currency of a hyperinflationary economy
may convert the financial statements into another currency by translating all
items at the most recent closing rate. Such conversions
with IFRSs and the disclosures set out in paragraph 57 are required.

are not in accordance

When an entity displays its financial statemenis or other financial

information in a currency that is different from either its functional
cy and the requirements of

currency or its presentation curren

paragraph 55 are not met, it shall:

(a) clearly identify the information as supplementary information to
distinguish it from the information that complies with IFRSs;
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Appendix A
Application guidance

This appendix is an integral part of the Standard.

Al

A2

A3

Profit or loss attributable to the parent entity

For the i i
‘ purpose of calculating earnings per share based on the
financial statements, profit or loss a s

olidateq

Rights issues

The issue of ordinary shares at the tim
ordinary shares does not usually give r

the potenti i
i [; : 1al ordinary shares are usually issued for fair value resulting j
E portionate change in the resources available to the entity. Inarj -
owever, the exercise price is often less th l :
Therefore, %15 noted in Paragraph 27(b), such
element. Ifa rights issue is offere

e of exercise or conversion of Potentia]
1se to a bonus element. This is becayg
€

ghts issug,
an the fair value of the shares,

a rights issue includes a bonug;
d r;o all existing shareholders, the number of
lating basic and diluted earnings per share for

Tes ou standing

Fair value per share immediately before the exercise of rights

Theoretical ex-rights fair value per share

The theoretical ex-rights fair value
aggregate fair value of the shares imm
the proceeds from the exercise of th

per share is calculated by additiy the
ediately before the exercise of tierights to

e rights, and dividi e
shares outstanding after the exercise h A S

' of the rights. e ri
publicly traded Separately from the st g e\ bonbed :

hares before the exerciye date, fair value is

with the rights.

Control number

To illustrate the application of the control number
paragraphs 42 and 43, assume that
oPerations attributable to the pare
discontinued operations attributable ¢
attributable to the parent entity of (
400 potential ordinary shares ou.tstan
is CU2.40 for continuing operations,

notion described in
an entity has profit from continuing
nt entity of CU4,800,' 2 loss  from
o the parent entity of (CU7,200), a loss
CU2,400), and 2,000 ordinary shares and
ding. The entity’s basic earnings per share
L S o ((?U3.60]‘ for discontinued Operations and
diluted earnings por o p?Lentlal ordinary shares are included in the
I mnﬂnu;i)n are cfllcul_ano.n because the resulting CU2.00 earnings per
e ng ogerattons Is dilutive, assuming no profit or loss impact of

potential ordinary shares. Because profit from continuing operations

1 In this gui
guidance, monetary amounts are denominated in ‘currency units (CU)'
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attributable to the parent entity is the control number, the entity also includes
those 400 potential ordinary shares in the calculation of the other earnings per
share amounts, even though the resulting earnings per share amounts are
antidilutive to their comparable basic earnings per share amounts, ie the loss
per share is less [(CU3.00) per share for the loss from discontinued operations
and (CU1.00) per share for the loss|.

Average market price of ordinary shares

For the purpose of calculating diluted earnings per share, the average market
price of ordinary shares assumed to be issued is calculated on the basis of the
average market price of the ordinary shares during the period. Theorefically,
every market transaction for an entity’s ordinary shares could be included in the
determination of the average market price. As a practical matter, however, a
simple average of weekly or monthly prices is usually adequate.

Generally, closing market prices are adequate for calculating the average market
price. When prices fluctuate widely, however, an average of the high and low
prices usually produces a more representative price. The method used to
caiculate the average market price is used consistently unless it is no longer
representative because of changed conditions. For example, an entity that uses
closing market prices to calculate the average market price for several years of
relatively stable prices might change to an average of high and low prices if
prices start fluctuating greatly and the closing market prices no longer produce
a representative average price.

Options, warrants and their equivalents

Options or warrants to purchase convertible instruments are assumed to be
exercised to purchase the convertible instrument whenever the average prices of
both the convertible instrument and the ordinary shares obtainable upon
conversion are above the exercise price of the options or warrants. However,
exercise is not assumed unless conversion of similar outstanding convertible

instruments, if any, is also assumed.

Options or warrants may permit or require the tendering of debt or other
instruments of the entity (or its parent or a subsidiary) in payment of all or a
portion of the exercise price. In the calculation of diluted earnings per share,
those options or warrants have a dilutive effect if (a) the average market price of
the related ordinary shares for the period exceeds the exercise price or (b) the
selling price of the instrument to be tendered is below that at which the
instrument may be tendered under the option or warrant agreement and the
resulting discount establishes an effective exercise price below the market price
of the ordinary shares obtainable upon exercise. In the calculation of diluted
earnings per share, those options or warrants are assumed to be exercised and
the debt or other instruments are assumed to be tendered. If tendering cash is
more advantageous to the option or warrant holder and the contract permifs
tendering cash, tendering of cash is assumed. Interest (net of tax) on any debt
assumed to be tendered is added back as an adjustment to the numerator.
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SlEnlalr treatment is given to preference shares that have similar
other instruments that have conversion options that permit the
cash for a more favourable conversion rate.

Provisions gp to

Th lyi in opti '
e .unde1lymg terms of certain options or warrants may require the prg
i _ : ) Ce
ceived from the exercise of those instruments to be applied to redeem 4 beds,
€Dt op

othe-r Instruments of the entity (or its parent or a subsidiary). In the cal i

of dﬂ_uted earnings per share, those options or warrants are assum Cdulatlon
ex‘ermsed and the proceeds applied to purchase the debt at its avera ee o
pnc§ rather than to purchase ordinary shares. However, the excessg by
received from the assumed exercise over the amount used for the e
purchase of debt are considered (ie assumed to be used to buy back aSSl'lmEd
shares) in the diluted earnings per share calculation. Interest (net oftaxo)rdmaly

. : on
debt assumed to be purchased is added back as an adjustment to the nu e

merator,
Written put options

To illustrate the application of paragraph 63, assume that an enti

ou'tstanding 120 written put options on its ordinary shares with ann g tfaSi
price of CU35. The average market price of its ordinary shares for the eex?mfﬂ'
.CU28. In calculating diluted earnings per share, the entity ElssumeiJ tr}iOd 1‘3.
issued 150 shares at CU28 per share at the beginning of the period to sati at'lt
Pu[ obligation of CU4,200. The difference between the 150 ordina at'S}fY -
Issued and the 120 ordinary shares received from satisfying the pg osp;i)e;

(30 incremental ordinar : i
. y shares) is added to the denominator in c i
diluted earnings per share. e

Instruments of subsidiaries, joint ventures or associatez

.E’otent}al ordinary shares of a subsidiary, joint venture or associate convertible
mto. either ordinary shares of the subsidiary, joint venture or a“SL'(;"t i
f)rdmary shares of the parent or investors with joint control of, cr. S hi‘;‘ i
m.ﬂ1.1ence (the reporting entity) over, the investee are included. i\ ,\'.e g 1grl Cf“‘t
of diluted earnings per share as follows: N

(a) msrfruments issued by a subsidiary, joint ventureos f5sociate that enable
then‘holders to obtain ordinary shares of the subsidiary, joint venture or
as.socmte are included in calculating the diluted earnings per share data
of the.subsidiary, joint venture or associate. Those eami;gs per share are
then included in the reporting entity’s earnings per share calculations
baset.i on the reporting entity’s holding of the instruments of the
subsidiary, joint venture or associate.

(b) mstruments of a subsidiary, joint venture or associate that are
convertible into the reporting entity’s ordinary shares are considered
among the potential ordinary shares of the reporting entity for the
purpose olf calculating diluted earnings per share. Likewise, options or
war.rants Issued by a subsidiary, joint venture or associate to purchase
ordinary shares of the reporting entity are considered among the
potential ordinary shares of the reporting entity in the calculation of
consolidated diluted earnings per share.
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For the purpose of determining the earnmings per share effect of instruments
issued by a reporting entity that are convertible into ordinary shares of a
subsidiary, joint venture or associate, the instruments are assumed to be
converted and the numerator (profit or loss attributable to ordinary equity
holders of the parent entity) adjusted as necessary in accordance with
paragraph 33. In addition to those adjustments, the numerator is adjusted for
any change in the profit or loss recorded by the reporting entity (such as
dividend income or equity method income) that is attributable to the increase in
the number of ordinary shares of the subsidiary, joint venture or associate
outstanding as a result of the assumed conversion. The denominator of the
diluted earnings per share calculation is not affected because the number of
ordinary shares of the reporting entity outstanding would not change upon

assumed conversion.

Participating equity instruments and two-class ordinary
shares
The equity of some entities includes:

(&) instruments that participate in dividends with ordinary shares according
to a predetermined formula (for example, two for one) with, at times, an
upper limit on the extent of participation (for example, up to, but not
beyond, a specified amount per share).

(b) a class of ordinary shares with a different dividend rate from that of
another class of ordinary shares but without prior or senior rights.

For the purpose of calculating diluted earnings per share, conversion is assumed
for those instruments described in paragraph A13 that are convertible into
ordinary shares if the effect is dilutive. For those instruments that are not
convertible into a class of ordinary shares, profit or loss for the period is
allocated to the different classes of shares and participating equity instruments
in accordance with their dividend rights or other rights to participate in
undistributed earnings. To calculate basic and diluted earnings per share:

(a) profit or loss attributable to ordinary equity holders of the parent entity
is adjusted (a profit reduced and a loss increased) by the amount of
dividends declared in the period for each class of shares and by the
contractual amount of dividends (or interest on participating bonds) that
must be paid for the period (for example, unpaid cumulative dividends).

(b) the remaining profit or loss is allocated to ordinary shares and
participating equity instruments to the extent that each instrument
shares in earnings as if all of the profit or loss for the period had been
distributed. The total profit or loss allocated to each class of equity
instrument is determined by adding together the amount allocated for
dividends and the amount allocated for a participation feature.

(€) the total amount of profit or loss allocated to each class of equity
instrument is divided by the number of outstanding instruments to
which the earnings are allocated to determine the earnings per share for

the instrument.
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pendix B ,
sendments to other pronouncements

ealctlation of base : endments in this‘nppenr%ix sh'af{ be applied for aﬂ'nual p.erioﬁs beginning on or after
earnings per share as a fractiop Lpir Mg, | uary 2’(;05;t :2 :r:’enm;'/ c;pphes this Standard for an earlier period, these amendments shall be
dun'ng t:: lied for tha er period.
M *ok ok ok K
1]
r.umendments contained in this appendix when this Standard was revised in 2003 have been

rated into the relevant pronouncements published in this volume.
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