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Changes since the
2013 Briefing

The changes made since the 2013
Briefing are as follows:

= The basis of preparaticn has been
changed. The 2013 Briefing contained
high level summaries of Standards that
would apply at 1 January 2013 for a
preparer that chose to apply early all
Standards that had been issued at that
date even if they had a later effective
date. This 2015 Briefing contains high
level summaries of Standards that are
required for annual reperting periods
beginning on 1 January 2015 for a
preparer that chooses not to apply earty
any Standards that had an effective
date for annual reporting periods
beginning later than 1 January 2015.

An appendix has been added. This

is as a consequence of the above
change in the basis of preparation.
The appendix contains high level
summaries of Standards that apply for
annual reporting periods beginning
later than 1 January 2015 that had
been issued by 30 June 2015; such
Standards are available for early
application.
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= It has been updated for recent changes
in IFRS:

= Changes that were 1ot required for
annual reporfing pericds beginning
on 1 January 2013 but are required
for annual reporting periods
beginning on 1 January 2015.
Because the basis of preparation
of the Briefing was different in
2013, most of these changes were
considered when preparing the
2013 Briefing. Because the Briefing
is a high-level summary, not all the
changes are explicitly discussed in
this Briefing. The changes are to be
found in the following publications:

= Offsetting Financial assets and
Financial Liabilities (Amendments to
IAS 32);

= Investment Entities (Amendments to
IFRS 10, TFRS 12 and IAS 27);

» Recoverahle Amount Disclosures for
Non-Financial Assets (Amendments
to IAS 36);

Novation of Derivatives and
Continuation ¢f Hedge Accounting
{Amendments to [AS 39);

Defined Benefit Plans: Employee
Contributions {Amendments to
IAS 19);

« Amendments to IFRS 2, 3, 8 and
13 and IAS 16, 24 and 38 in Annual
Improvements to IFRSs 2010-2012 Cycle;

= Amendments to [FRS 1, 3 and 13
and IAS 40 in Annual Improvemenis
to IFRSs 2011-2013 Cycle; and

= IFRIC 21 Levies.

» Changes that are not mandatory for
annual reporting periods beginning
on 1 January 2015, but that can be
applied early. The changes are listed
in the Appendix, and include:

= TFRS 9 Financial Instruments;

= IFRS 14 Regulatory Deferval Accounts,
and

« IFRS 15 Revenue from Contracis with
Custormers.

This Briefing has been prepared by IFRS Foundation staff on the bosis of Standards and other documents issued at 30 June 2015,
This Briefing hos not been approved by the IASB. For the requirements reference must be made to the Standards issued by the 1ASE.
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. The Conceptual Framework

- statements for external users.

~ The purpose of the Conceptual

: : Framework is 1o assist: the International
o Accounting Standards Board (IASB)
when it develop: Standards; preparers
of financial «taements in accounting
for transactions and events; auditors in
s form ny 2n opinion on whether financial
: glarvements comply with International
rinancial Reporting Standards

 (IFRE); as well as a number of others.

" Consequently, the Conceptual Framework
- is the starting peint for understanding

© JTPRS information.

The Conceptual Framework is not, however,
a Standard. Nor does it override any
Standards. Nevertheless, the Concepluai
Framework provides the background to
understand IFRS and also serves as a
basis for judgement in applying IFRS,
including determining an accounting
policy when there is no Standard that

applies to a specific transaction or event.

The Conceptual Framework specifies the
¢bjective of IFRS financial statements
and the IASB has this in mind when
formulating Standards. That objective is
to provide financial informaticn about
the reporting entity that is useful to
existing and potential investors, lenders
and other creditors in making decisions
about providing resources to the entity.
Those decisions involve buying, selling
or holding equity and debt instruments,
and providing or settling loans and
other forms of credit.

Such decisions depend on the returns,
for example, dividends, principal and
interest payments or market price
increases, that investors, lenders

and other creditors expect from an
investment. Their expectations about
returns depend on their assessment of
future net cash inflows to the entity.
Comnsequently, the Conceptual Framework
explains that they need information
about the entity’s resources, claims
against the entity and how efficiently
and effectively the entity’s management
have discharged their responsibilities
0 use the entity’s resources, ie what is
sometimes called stewardship.

This summary has been prepared by IFRS Foundation staff on the basis of the Conceptuol Framework issued ot 30 June 2015.
This Briefing has not been approved by the JASB. For the requirements reference must be made to the Standards issued by the JASE.

~ The Conceptual Framework sets out concepts underlying the preparation and presentation of financial

IFRS financial statements are designed
to meet the needs of externat users.
They are not designed to meet the
needs of a controlling shareholder,
management or regulators, because
those groups can prescribe the form
and content of reports to meet their
specific needs. However, the Conceptual
Framework explicitly states that JFRS
financial statements cannot provide
all the information needed by external
users. Users need to consider pertinent
information from other sources, for
example, political events and industry
outlooks. IFRS financial statements
are not designed to show the value of
the entity, but provide information to
external users for them to make their
own estimate of the value of the entity.

The Conceptual Framework sets out the
qualitative characteristics of useful
financial information. To be useful,
financial information must be relevant
(ie capable of making a difference

in the decisions made by users} and

it should faithfully represent what

it purports to represent (ie financial

information should be complete, neutral

and free from error). The usefulness
of financial information is enhanced if
it is comparable, verifiable, timely and
understandable to users whe have a

reasonable knowledge of business and

economic activities and who review and

analyse the information diligently.

continued
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The Conceptual Framewark also defines the
elements of financial statements. The
following elements are relevant to an
entity’s financial position:

= An asset is a tesource controlled by the
entity as a result of past events. Future
economic benefits are expected to flow
to the entity from this resouice.

@

Aliability is a present obligation of
the entity arising from past events.
Settflement of the obligation is
expected to result in an outflow of
economic benefits from the entity.

a

Equity is the residual interest in the
entity’'s assets after deducting afl its
liabilities.

An asset or a liability is recognised,
that is, included, in the statement of
financial position {balance sheet) if it is
probabtle that future economic benefits
will flow to or from the entity, and if
its cost or value, or the amount of the
outflow, can be reliably measured.

©2015 {FRS®

The following elements are relevant to

financial performance:

Incorme is increases in economic
benefits during the accounting
period. It takes the form of inflows
of or increases in assets or decreases
in liabilities. It does not include
equity contributions from the entity’s
owners.

Expenses are decreases in economic
henefits during the accounting period.
They take the form of cutflows or
reductions of assets or increases in
liabilities. They do not include equity
distributions to the entity’s owners.

Recent developments

The IASB is updating and improving the

Conceptual Framework and an Exposure
Draft was published in May 2015. The
exposure draft proposes a number of

enhancements including:

* anew chapter on measurement that

describes appropriate measurement
bases (historical cost and current
value, including fair value), and the
factors to consider when selecting a
measurement basis;

» confirming that the statement of

profit or loss is the primary soaice

of information about a con peiy’s
performance, and adding guidance

on when income and expenses could
be reported outside the statement of
profit or loss, in ‘Other Comprehensive
Income’; and

refining the definitions of the

basic building blocks of financial
statements—assets, liabilities, equity,
income and expenses.

This summary has been prepared by IFRS Foundation staff on the basis of the Conceptual Framework issued at 30 June 2015,
This Briefing has not been approved by the IASB. For the requirements reference must be made to the Standards issued by the {1ASE.

First-time Adoption of International Financial

Reporting Standards
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The Standard

This Standard applies when an entity first adopts IFRS in its annual financiol statements. It also applies to
interim financial reports for any part of the period covered by the entity’s first IFRS financial staternents.

Financial staternents include
comparative information for one or
more prior periods. To improve the
usefulness of financial information,
whenever an entity changes one or
more of its accounting policies these
compatatives are generally restated

and piesented as though the new
accounting policy had always been
applied. Adopting IFRS for the first
time, say, in financial statements for
the financial year ended 31 December
2015, is no different; the comparatives
presented, say, for 2014 or 2014 and
2013, are 1ot left as the figures reported
under the entity’s immediately previous
accounting; in general, they are
presented as though IFRS had always
been applied. For example, if employee
share options are not recognised as an
expense under the previous accounting
but are recognised as an expense under
IFRS, it might look as though 2015 was
less profitable than 2014 if comparatives
are not restated, when in fact it might
have been more profitable.

For pragmatic reasons, new accounting
Standards sometimes include transition
provisions permitting the new Standard,
or specific parts of it, to be applied
prospectively {rather than as though the
new accounting policy had always been
applied)—see TAS 8 Accounting Policies,
Changes in Accounting Estimates and Errors.

This summary has been prepared by IFRS Foundation staff on the basis of Standards issued at 30 June 2015 that are required for annuat

Such transition provisions do not apply
to entities adopting [FRS for the first
time. However, adopting IFRS for the

first time gives rise to many practical
issues, including:

» how many years should an entity go
back when restating its comparatives;
for example, if it has made business
acquisitions in most years during the
past 20 vears does it have to revisit the
accounting for each of those business
combinations to see whether the
figures would be different undger JFRS?

]

where Standards allow entities a choice
of accounting, but only if certain
criteria ave met, does the entity have

to determine whether the criteria

had been met at the relevant date

in the past, which might be several
years earlier, or could it male the
determination at a later date such as
upon adoption of IFRS for the first fime?

Consequently, in order to provide

a suitable starting point for IFRS
accounting that can be generated ata
cost that does not exceed the benefits,
IFRS 1 specifies some mandatory
exceptions, and some optional
exemptions, from its general principle
that a first-time adopter recognises
and measures all assets and liabilities
in its first IFRS financial statements

as ifit had always applied IFRS. For
example, an entity may choose not to
revisit the accounting for any business
combinations that occurred before
the start of the earliest comparative
period presented. Alternatively it can
choose a date, before the start of the
earliest comparative period presented,
and restate all business combinations
occurring after this date. Another
example is that an entity may elect to
measure an item of property, planit or
equipment at a previcus revaluation

(if it meets specified criteria for doing so)

or at its fair value and use this as
deemed cost. At the end of each
summary, mandatory excepticns andfor
optional exemptions periinent to that
Standard are summarised.

continued
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reporting periods beginning on 1 January 2015 ussuming no Standards are agolied early. This Briefing has not been approved by the 1ASB.
For the requirements reference must be made to the Standards issued by the 1ASE.
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Share-based Payment

The Standard

IFRS 2 specifies the accounting treatment for purchases of goods or services paid for with the purchasing
entity’s shares, share options or other equity instruments, or those of another group entity, or with cash
or other assets when the amount is based on the price of such shares.

Common forms of share-based payment
are share options awarded to employees
and long-term incentive plans (LTIPs)

in which shares ot share appreciation
rights (SARs) are given to employees.
With 5ARs, employees receive cash equal
to the increase in the share price over a
specified period.

Before IFRS 2 some companies issuing
share options to employees did not
recognise an expense in profit or
loss; instead, they simply recognised
the share issue, when it occurred, in
return for the share option exercise
price. IFRS 2 clarifies that all goods
or services acquired in share-based
payment transactions, not merely
employee remuneration (see below),
are recognised as expenses or assets
as appropriate. In addition, the
transaction is recognised in equity
if equity-settled, or as a liability

if cash-settled or settled using

other assets.

Goods or services received in
equity-settled share-based payment
transactions are measured at the fair
value of the goods or services received.
For exainple, if inventory is paid for

by issuing shares, both the inventory
acquired and the shares issued in
exchange for the inventory are measured
at the fair value of the inventory.

Q2015 IFRS®

There is a rebuttable presumption that
the fair value of the goods o services
received can be estimated reliably. If

the fair value of the goods or services
received cannot be estimated reliably,
the fair value of the equily instruments
issued (shares, in the inveniory example)
is used as a proxy for the fair value of the
goods or services received.

For employee services, and similar
services, IFRS 2 aclknowledges that it

is difficult to estimate reliably the fair
value of the employee services received
by the entity in exchange for the share
options, SARs, etc. Consequently, IFRS 2
requiires the fair value of the equity
instruments, for example, share options,
to be used to estimate the fair value of
employee services. As the employees
provide services, the fair value is
recognised as an expense in profit or
loss, unless it qualifies to be capitalised
as an asset; for example, as part of

the cost of inventory. For employee
and sirnilar services, the fair value is
measured at grant date. For all other
transactions, whether measured by
valuing the goods and services received
or by valuing the eguity insiruments
issued, the fair value is measured at the
date the entity obtains the goods or as
the other party renders the service.

Share options granted to employees

as part of their remuneration package
can often be exercised only if specified
vesting conditions are met. For example,
share options granted on Day 1 might
be exercisable between Yeais 4 and 10
if' the employee holding them remains
employed with the company up to the
date of exercise and if the company’s
profit for Years 1 to 3 exceeds a specified
amount. In this example, the vesting
conditions are not related to the price
or value of the company’s shares or
those of another group company and »
are not market conditions. If they had
been market condivions, theywould
have been reflected in the fait value of
the share options. In developing 1FRS 2,
the IASBE tock account of a number of
practical concerns, one of which was
the difficulty of reflecting non-market
vesting conditions in measuring

the fair value of equity instruments
issued. Consequently, non-narket
vesting conditions are not reflected

in the fair value of the instrements
granted (opiions, in this example); the
fair value is measured as though those
vesting conditions did not exist. The
resulting fair value will be higher than
if those conditions were reflected in

it. Conseguently, o compensate, if the
non-market vesting conditions are not
met the Standard does not require an

expense to be recognised.

continued

This summary has been prepared by IFRS Foundation staff on the basis of Standords issued at 30 June 2015 that are required for annual

12 reporting periods beginning on 1 January 2015 assuming ne Standards are applied early. This Briefing hus not been approved by the (ASE,
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Share-based Payment continved

For example, using the earlier exampie,
if 50 share options were given to each

of three employees and it was expected
that the profit target would be met

but that one of ‘he employees would
leave before the end of Year 3 (ie, before
the oplows become exercisable), the
expunse wotldd be recognised in Years
145 3. In Year 1 the expense would be
one-third of the fair value of 100 share
options, which is, the number of options
expected to vest. If the expectations
were unchanged, the same treatment
would apply in Year 2. Alternatively, if
in Year 2 it was expected that two of the
employees would have left by the end

of Year 3, the expense for Year 2 would
e equal to two-thirds of the fair value
of 50 options, less the amount that was
recognised as an expense in Year 1. The
expense is trued up each vear for the
nuiber of opticns expected to vest.

In Year 3 the expense is based on the
number of options that actually vested
as a result of the non-market vesting
conditions. If the profit target had not
been met, none of the share options
would vest and would thus not be
exercisable. Because this is a non-market
vesting condition, there would be no
expense for the share options, regardless
of how many employees remained
employed by the company. Any expense
that had been charged to profit or loss
in Years 1 and 2, on the expectation that
the profif target would be met, would be
reversed in Year 3.

This surnmary has been prepared by IFRS Foundation staff on the basis of Standords issued at 30 June 2015 that are required for annual

Ifin the example, it was the company's
share price, not its profit, that had to
exceed a specified amount, the share
price condition would be a market
condition. This means that if has to be
reflected when measuring the fair value
of the share option and the resulting
fair value wiil be lower than without the
condition. There is therefore no further
adjustment for this condition. Thus, if
the share price condition was not met
because the company’s share price did
not reach the specified amount, none

of the share options would vest and be
exercisable but, in contrast to the first
employes example, an expense would
be charged to profit or loss. Because
there was also a service condition (the
employee had to remain employed by
the company), the expense relates to the
options granted to the employees that
remain empleyed by the company at the
end of Year 3. For example, if only one of
the three employees remained emploved
by the company at the end of Year 3,
there is an expense for the 30 share
options that would have vested if the
share price had exceeded the specified
target price.

Cash-settled share-based payments, for
example, SARs, are measured at the fair
value of the liability. The liability is
remeasured at the end of each reporting
period and at the date of settlement.
Changes in the fair value of the Hability
are recognised in profit or loss. In
contrast, equitysettied share-based
payments are not remeasurad.

In some cases, the entity or the

other party may choose whether

the transaction is settled in cash or

by issuing equity instruments. The
accounting treatment depends on
whether the entity or the counterparty
has the choice regarding settiement.

If the identifiable consideration
received appears to be less than the
fair value of the equity instruments
granted or the liability incurred, then
unidentifiable goods or services might
have been received. These are measurad
by reference to the difference between
the fair value of the equity instruments
granted, or liability incurred, and

the fair value of the goods or services
received,

IFRS 3 Business Combinations, instead of
[ERS 2, applies to equity instrutmnents, eg
shares, that are issued as consideration
in a business combination. In addition,
some contracts within the scope of

IAS 32 and IAS 39 (or IFRS 9) are excluded
from the scope of IFRS 2.

continued
©2015 IFRS®
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Rusiness Combinations continved

“Insurance Contracts

Before an acquisition the employees

in the acquired business might:

(a) have been granied share options

over shares in the acquired business;

{b) be participating in a long-terim
incentive plan, which gives then rights
to shares in the acquired business; or

(c) hold some other share-based payment
award, which gives them rights io
shares in the acquired business. If the
acquirer replaces those awards with
new awards, for example, options over
its own shares, careful consideration is
required to determine whether all or
part of the replacement award is part of
the consideration paid for the business
(and consequently affects the amount
of goodwill, if any, recognised) or is
post-acquisition employee remuneration
{and consequently is recognised in profit

or loss after acquisition).

First-time adoption

For business combinations, there are

ne mandatory exceptions from the
general principle in IFRS 1 Firsi-time
Adoption of International Financial Reporting
Standards. However, a first-time adopter
may, stibject to specified conditions,
elect not to apply IFRS 3 retrospectively
to business cornbinations that occurred
before the date of its fransition to

IFRS or, if it chooses, before an earlier
date selected by the first-time adopter.
Consequently, with limited exceptions, a
first-time adopter may leave unchanged
its accounting for business combinations
that it recognised in accordance with

its previcus GAAP. Irrespective of any
elections, the entity must test any
goodwill in the opening IFRS statement
of financial position for impairment.
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The Standard

" IFRS 4 specifies accounting for insurance contracts issued by any entity. It also specifies accounting for

reinsurance contracts issued or held by an entity. The Standard applies to these contracts irrespective of
whether the entity is requlated as an insurer and irrespective of whether the contract is regarded as an

insurance contract for feqal purposes.

An insurance contract is a contract
under which one party {the insurer)
arcepts significant insurance risk from
ancther party (the policyholder) by
agreeing to coimpensate the policyholder
if 2 specified ancertain future event

(the incered event) adversely affects the
policyuolder. Insurance risk excludes
inzncial risk, eg the risk of changes in
market prices or interest rates.

There are some scope exclusions in
IFRS 4. For example, IFRS 4 does not
apply to:

* product warranties issued directly by a
manufacturer, dealer or retailer; and

= contingent consideration payable or

receivable in a business combination.

IFRS 4 has been issued as a temporary
measure to fill a gap in [FRS. Tt

males only Hmited improvements to
accounting practices for insurance
contracts, but introduces disclosure
requirements about the contracts. In
the absence of IFRS 4, entities would
be required to account for insurance
contracts following precedents in
other Standards, and the definitions,
recognition criteria and measurement
concepts for assets, liabilities, income
and expenses in the Cenceptual Framework.
For many entities, applying the other
Standards and the Conceptual Framewaork
would result in changes from the way
in which they accounted for insurance
contracts under their previous
accounting before adopting IFRS.

In most respects, IFRS 4 allows an entity
to continue to account for insurance
contracts in terms of its previous
accounting policies. The foilowing are
some of the limited improvements that
the Standard makes to accounting for
insurance contracts:

= Provisions for possible claims under
coniracts that are not in existence
at the end of the reporting period
(such as catastrophe provisions and
equalisation provisions) are not
permitied. They are not liabilities.

®

The adequacy of insurance liabilities
must be tested at the end of each
reporting period. The liability
adequacy test is based on current
estimates of future cash flows. Any
deficiency is recognised in profit or
loss. Furthermore, reinsurance assets
are tested for impairment.

Insurance liabilities are presented
without offsetting them against
related reinsurance assets,

a

Discretionary participation features (as
found in with-profits and participating
comtracts) must be reported as
liabilities or as equity {or split into
liability and equity componenis). They
may not be reported separately from
Liabilities and equity.

Some insurance contracts contain both
an insurance component and a deposit
component. In some cases the entity
must ‘unbundle’ the components and
account for them separately. This
requirement is particularly relevant
for long-term insurance products,

for example, life insurance, and for
reinsurance.

The IFRS restricts accounting policy
changes. Any changes in accounting
policies for insurance contracts must
result in the financial statements being
more relevant and no less reliable, or
morte reliable and no less relevaat, than
the previous accounting.

A significant review of accounting for
insurance contracts is being considered
by the IASB in Phase II of its project

on insurance contracts, Meanwhile,

an entity must not introduce, but may
continue, the fellowing practices:

» measuring insurance liabilities on an
undiscounted basis;

» measuring contractual rights to future
investment management fees at an
amount that exceeds their fair value
(as implied by current fees charged in
the market):

continued
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Non-current Assets Held for Sale and
Discontinued Operations continued

In the statement of profit or loss (or the
statement of profit or loss section of the
statement of profit or loss and other
comprehensive income), all the line
items, for exampie, revenue and cost

of sales, are presented for continuing
operations only and the resuit for
discontinued operations is presented as a
single item. The single item reported for
discontinued operations is the sum oft

« the post-tax profit or loss from the
discontinued operations; and

s the post-tax gain or less on disposal
of the discontinued operations or,
if it has not been disposed of by the
year-end, the impairment loss, if any.

An analysis of the single amount,
showing revente, expenses, pre-fax
profit or loss, tax and the gain or loss

on disposal or impairment loss, must
e shown either in the notes or in the
statement of profit or loss and other
comprehensive income. The net cash
flows attributable o the operating,
investing and financing activities of

the discontinued operations must be
disclosed in the notes or presented in
the statement of cash flows. Finally,
the amount of income from continuing
operaticns and from discontinued
operations attributable to the CWneTs of
the parent must be disclosed separately.

©2015 IFRS®

This summary has been prepared by {FRS Foungation s
22 reporting periods beginning on 1 January 2015 assurmin

Non-current assets
and disposal groups
held for sale

The discontinued operations
requirements of the Standard focus on
analysing the statement of profit or
loss and other comprehensive income
and the statement of cash flows, so
that the results and cash fiows from
discontinued operations and from
continuing operations can be identified.
To complement this, the requirements
about non-current assets and disposal
groups classified as held for sale focus
on analysing the assets and liabilities
presented in the statement of financial
position so that those held for sale can
be readily identified and distinguished
from all the other assets and liabilities.

A disposal group is defined more

widely than discontinued operations.

A éisposal group is a group of assets,
including goodwill if relevant, to

be disposed of, by sale or otherwise,
together as a group in a single
transaction, and a group of liabilities
directly associated with those assets that
will be transferred in the transaction.

A disposal group is classified as held
for sale if its carrying amount will
be recovered principally through a
sale transaction instead of through
continuing use. This will be the case
if it is available for immediate sale in
its present condition, subject only to
terms that are usual and customary
for sales of such disposal groups, and
if its sale is highly probable. Both the
tuxury sports car division and the
headlight manufacturing subsidiary
would be classified as disposal group:
held for sale if not sold at 31 Decernder
2015, Although a group that is being
closed down, instead of beingsold, can
meet the definition of aducontinued
operation in the period (nat itis
closed down, it cannot be classified as
a dispasal group held for sale at the
yearend prior to it being closed down
(because it is not held for sale).

From the time it is classified as held for
sale, a disposat group is measured at
the lower of its carrying amount and its
fair value less costs to sell. In addition,
because the assets within the disposal
group are expected to be recovered
principally through sale (instead of
being consumed through 1use) they are
no longer depreciated. Any impairment
loss is recognised immediately. In the
statement of financial position the assets
in the disposal group are presented in
current assets separately from other
assets. In addition, the liabilities

are presented separately in current
liabilities from other liabilities.

continued:
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Non-current Assets Held for Sale and
Discontinued Operations continved

~Just as a disposal group to be sold is
_s__éparately identified in the statement
of financial position, so too is a single
on-current asse’ that is classified as
held for sale af “he yearend. In the car

‘manufactusing example, if the group

ad mever, its head office function to a

new Luilding and was in the process of
“selling its former head office building at
231 December 2015, the former head office

:buﬂd'mg wolild be moved to current
ssets in the statement of financial

_ “position, assuming various conditions
“ivere met. These conditions include
.:that it is available for immediate sale
‘o its present condition, subject only to
- terms that are usual and customary for

ales of such assets and that a sale was

% 'e_xpected within cne year of classification
s held for sale. The building would

’De gepreciated until its classification

c;hanged to held for sale and it would

hereafrer be carried at the lower of its

: .’garrying amount and its fair value less
-costs to sell. As an asset heid for sale, the
_.b.uﬂding would be shown separately from
-'_:_'(}_ﬁher current assets in the statement of
__ﬁnancial position, although it could be

'_ combined with the-assets from a disposal
- group held for sale. Various conditions
: -_{nus? be met in order to be classified

-ds held for sale. For example, if the car

mannfacturing group decided to renovate
its forimer head office in order to increase

: .t_he sales proceeds, the building could
--.not be classified as held for sale while the
s:Tenovarion worlks were ongoing, because

the building would not be ‘available for

:_._Hllmeciiate sale in its present condition’.

This .
repof_;tnnmary f;asbbegn ,{Jrepared by IFRS Foundation staff on the basis of Standords issued at 30 June 2015 that are required for annual
o g periods beginning on 1 January 2015 assuming no Standards are applied earfy. This Briefing has not been approved by the IAS8.

The Standard contains similar guidance
if an asset or disposal group is held for
distribution rather than for sale.

Judgements and estimates

The classification of a disposal group or an
asset as ‘held for sale’ is based on actions
taken by management at or before the end
of the reporting period and management’s
expectation and judgement that the
disposal group ot asset is available for
immediate sale in its present condition
and is being marketed at a reasonable
price, and that a sale will be completed
within a year of classification. The
assessment of availability for immediate
sale requires judgement of what
represents usual and custornary timing
and other terms for the disposal. An
entity may continue to use an asset that

is held for sale, but must be able to cease
using the asset imumediately (subject only
to usual and customary tirhing and closing
conditions). Other judgements include:

= an assessinent of the likelihood of
obtaining shareholder approval when
required;

» judging what constitutes sufficient
evidence of management’s cominitment
1o sell; and

» determining whether the priceis
reasonable in relation to fair value.

Measuring assets held for sale requires
measuring their fair value and estimating
costs to sell. See IFRS 13 Fair Value
Measurement for the judgements and
estimates relating to the measurement of
fair value.

O the requirements reference must be made to the Standards Issued by the 1ASB.

Determining whether a component of
an entity is a discontinued operation
or part of continuing operations wiil
be straightforward in many cases, but
significant judgermnent will occasionally
be needed. For example, if a major
business segment is being broken

up and the parts sold separately,
significant judgement may be needed
in determining whether there is a
single ce-ordinated plan to dispose of
a separate major line of business or
geographical area of operations.

First-time adoption

There are no specific mandatory
exceptions or optional exemptions from
the general principle in IFRS 1 Firsttime
Adoption of International Financial Reporting
Standards relevant to IFRS 5.

©2015 {FRS®
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Consolidated Financial Statements contined

A Briefing for Chief Executives, Audit Committees & Boards of Directors 2015

An exception to the principle that all
subsidiaries must be consolidated is
provided for parents that are investment
entities. An investment entity is an
entity that: (a) obtains funds from one
or more investors for the purpose of
providing investment management
services; (b) its business purpose is to
invest funds solely for returns from
capital appreciation, investment income,
or both; and (c} measures and evaluates
the performance of substantially

all its investiments on a fair value

basis. A parent that is an investment
entity measures its investments in its
subsidiaries at fair value, with changes
in fair value recognised in profit or loss
for each period, unless that subsidiary
is providing investment-related services
that support its parent’s investment
activities, in which case the subsidiary
is consolidated.

The disclosure requirements for
subsidiaries are specified in IFRS 12

Disclosure of Interests in Other Entities.

©2015 IFRSY

Judgements and estimates

Determining whether control exists
requires an assessment of all relevant
facts and circumstances, including an
evaluation of the purpose and design
of the investee, the activities of the
investee, how decisions about those
activities are made, and the rights held
by the investor In the investee. This will
often be a relatively straightforward
assessment, eg when one investor owns
more than 50 per cent of the voting
rights of an investee and this ownership
gives rise to control. In other cases,
however, that assessment can require
significant judgement.

The assessment of control can be
particularly challenging for some
structured entities, because the relevant
activities in those entities are not
usually directed by voting or similar
rights. Furthermore, the benefits or
returns expected from such investments
can be more difficult to assess.

First-time adoption

When a subsidiary becomes a first-time
adopter earlier than its parent, or

a parent adopts IFRS in its separate
financial statements earlier than in

its consolidated financial statements,
the subsidiary’s or parent’s assets

and liabilities are recognised in the
consolidated financial statements at the
same amounts they are recogaised in
the subsidiary’s financial statements or
parent’s separate financial statements,
except for any consolidation adjustments.

This summary has been prepared by IFRS Foundation staff on the basis of Standords issued ot 30 June 2015 that are required for annual
30 reporting periods beginning on 1 January 2015 assuming no Standords are applied early. This Briefing hos not been approved by the IASB.
For the requirements reference must be made to the Standards issued by the 1ASE.

Standard

Afirst-time adopter applies specific
requirements of IFRS 10 dealing with

any entities collaborate with one

' f’nore other entities. For example,
non-controlling interests and dealing they may collaborate to undertake a
with loss of control of a subsidiary only comstruction proiect, such as building
from its date of transition to IFRS, unless ‘toad, to carry vut research inte a

isibie nevy vroduct, or to manufacture

items 2 be sold to third parties.

the first-time adopter elects to apply
IFRS 3 to past business combinations,

in which case it must also apply IFRS 10 Tthaugh TFRS 11 may be the Standard

‘Lt will apply te such collaborations,
twill not always be the relevant
Standard. For example, IFRS 10

retrospectively from the same date.
The assessment of whether a first-time
adopter that is a parent is an investment.

entity is on the basis of facts and Coﬁso!idated Financial Statements or

IAS 23 Invesiments in Associates and Joint
SVentures might instead apply.

circumstances at the date of transition.
For accounting periods ending enwr

before 31 December 2014, investinent :
To be within the scope of [FRS 11

entities may apply the particular :
‘&n entity must be a party to an

temporary transiticn jrovisions relevant:

to such entities in+hew first TFRS rrangement in which two or more

financial statements. parties have joint control, that is, the
ontractually agreed sharing of control
Recent developments

{an arrangement, which exists only

N , o hen decisions about the relevant
Investment Bntities: Applying the Consolidation:

Exception (Amendments to IFRS 10,

IFRS 12 and IAS 28) was issued by the
IASB in December 2014 and is effective
for annual reperting periods beginning

activitdies require the unanimous

o consent of the parties sharing control.

* The arrangement may be short- or long-
- term in nature.

on or after 1 January 2016, although

it can be applied early. It clarifies the
instances when an investment entity
consolidates a subsidiary rather than
accounts for it at fair vatue through
profit or loss. If a subsidiary’s main
purpose and activities are to provide
investmentrelated services that support
its parent’s investment activities, that
subsidiary is consolidated only if it is not
itself an investment entity.

To be a joint arrangement, more than
one party, but not necessarily all parties
(see next page), must be able fo veto

decisions about relevant activities.
However, having more than one party
that can veto decisions does not
automatically make the arrangement

a joint arrangement. To be a joint
arrangement, the right of veto has to be
over decisions about relevant activities,
that is, activities that significanty affect
the returns of the arrangement. Some
rights might be protective, such as the
rights of a bank that has lent money

to an entity, and might not be over
decisions about relevant activities.

Rights to assets
and obfigations :
for liabilities

Rights to
net assets

This summary has been prepared by IFRS Foundation staff on the basis of Standards issued at 30 June 2015 that are required for annuat
reporting periods beginning on 1 January 2015 assuming na Standards are applied early. This Briefing has not been approved by the IASE.
For the requirements reference must be made to the Standards issued by the JASB.

S 11 specifies the accounting for an interest in an arrangement that is jointly controlled.

Joint arrangements are classified as
either joint operations or joint ventures:

= Joint operations are joint arrangements
in which the parties that have joint
control {joint operators) have rights
to the assets, and obligations for the
liabilities, relating to the arrangement.

= Joint ventures are joint arrangements
in which the parties that have joint
control {joint venturers) have rights
to the net assets of the arrangement.

The principle of the Standard is that a
party to a joint arrangement recognises
its rights and obligations arising from
the arrangement.

A joint operator has rights to assets and
obligations for liabilities, and is required
to recognise those assets and liabilities
and to account for the revenues and
expenses relating to its interest in the
joint operation (satnetimes called ‘gross
accounting’).

A joint venturer has rights only to net
assets and accounts for those net assets,
using the equity method (see 1AS 28),

as a single line item in its statement of
financial positon {sometimes called ‘net

accounting’).

confinued
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Presentation of Financial Statements

The Standard

IAS 1 sets out the overall requirements for the preparation and presentation of finoncial statements.

IAS 1is the cornerstone of financial
statement preparation and preseniation.
It lays down the fandamental basics:
what is in a complete set of inancial
statements; the underlying principies
governing their preparation; minimum
line items and requirements regarding
overarching note disclosures; and the
frequency of reporting. Other Standards
specify the recognition, measurement
and disclosure of specific transactions
and events.

A complete set of financial statements,
which should be presented, including
comparatives, at least annually,
comprises:

* astatement of financial position
(sometimes called the balance sheet);

¢ either: a single statement of profit or
loss and other comprehensive income;
or two statements—a statement of
profit or loss (sometimes called an
income statement), and a statement of
comprehensive income (starting with
profit or loss and presenting income
and expenses that are not recognised
in profit or loss);

= a statement of changes in equity;

@

a statemment of cash flows; and

®

notes, comprising a summary of
significant accounting policies,
significant management judgements,
sources of estimation uncertainty and
other explanatory information.

©2015 IFRS®

Financial statements must present
fairly the entity’s financial position,
financial performance and cash
flows. Fair presentation requires the
faithful representation of the effects
of transactions, other events and
conditions in accordance with the
definitions and recognition criteria
for assets, labilities, income and
expenses set out in the Conceprual
Framework. The application of the
Standards. with additional disclosure
when necessary, 15 presumed to result
in financial statemnents that achieve a
fair presentation.

In general, financial statements are
prepared on a going cencern basis, that
is, assessing that the entity will continue
in operation for the foreseeable fiature.
IAS 1 requires financial statements to

be prepared on a going concern basis
unless managemenf intends to, or has

1o reglistic alternative but to, liquidate
the entity or to cease trading. Financial
statements arve prepared using the
accruals basis of accounting, for exampie,
if goods are sold in one year but payment
is not received until the subsequent year,
the revenue, and profit, is recognised in
the earlier year, because this is when the
revenue and profit was earned.,

This summary has been prepared by iFRS Foundation staff on the basis of Standards issued at 30 June 2015 that are required for annuat
38 reporting periods beginning on 1 onuary 2015 assuming no Standards are applied early. This Briefing has not been approved by the IASE:
For the requirements reference must be madle to the Standards issued by the 145B.
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resentation of Financial Statements continved

In preparing financial statements,
transactions are aggregated. However,
IAS 1 specifies minimum line items to
be presented, if they are material, in
the statement of financial position,
statement of profit or loss and other
comprehensive income and staternent
of changes in equity. IAS 7 Statement
of Cash Flows provides guidance on line
items in the statement of cash flows.
Additional itemns must be presented if
they are relevant tc understanding the

udgements and estimates

entity’s financial position and financial Management must assess whether

performance. Dissimilar items ars .the financial statements as a whole

presented separately, unless thev are

resenit fairly the financial position,
Tnancial performance and cash flows
-0f the entity.

immaterial.

Items in other comprefiensive income
must be classified tv nature and be \anagement must assess the entity’s

grouped into those that will, and bility to continue as a going concern.

those that will not, be subsequently In some cases that assessment requires

reciassified to profit or loss. much judgement. If management

. determines that the going concern basis
38 appropriate, but there is nevertheless
significant doubt about the entity’s
bility to continue as a going concern,
“1AS 1 requires disclosures to be given in

Ahe Gnancial statements.

Assets and liabilities are classified as
current or non-current, except when a
presentation based on liquidity would
provide information that is reliable and
more relevant. In additicn to cash and
cash equivalents, items classified as
current are: assets expected to be realised
used or sold and liabilities expected to
be settled within the entity’s nermal
operating cycle; held for trading; or
expected to be realised or settled within
twelve months after the reporting period
The classification is based on conditions
at the end of the reporting peried,

and is not affected by events, such as
refinancing, after that date.

continued

Management exercises judgement when
assessing whether or not an item is
material. An item is material if it could,
individually or collectively, influence
the economic decisions that users make
on the basis of the financial statements,
Materiality depends on the size and
nature of the cmission or misstatement,
as judged after taking into consideration
the surrounding circumstances. The size
or nature of the item, or a combination
of both, could be the determining factor.

Judgement is required in determining
the best way to present information in
financial statements. For example:

+ Judging when to present additional
line items, headings and subtotals
in the primary financial statements
depends on assessing when such
presentation is relevant to an
understanding of the entity’s financial
position, financial performance or
cash flows.

@

@

:-'-_T'A"S summary has been prepared by IFRS Foundation staff on the basis of Standards issued at 30 June 2015 that are required for annual
:TBOOrting periods beginming on 1 Jenuory 2015 assuming no Stondards ore applied early. This Bricfing has not been approved hy the IASB. 39
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Judging whether to present an analysis
of expenses recognised in profit or loss
using a classification based on their
nature, or instead basing the analysis
on their function within the entity,
depends on management’s assessment
of which presentation format provides
information that is reliable and more
relevant. An analysis of expenses by
function can sometimes provide more
relevant information to users than the
classification of expenses by nature,
but allocating costs to functions

(eg cost of sales, distribution costs,
administrative expenses) may require
arbitrary allocations and involve
considerable judgement.

Judging whether to present current
assets and current liabilities separately
from non-current items, or whether

-to present assets and Habilities in

order of their liquidity, depends

on management’s assessment of
which presentation format provides
information that is reliable and more
relevant.

Judgement is required to select the

best way in which to present the

financial statements; for example,

determining the most appropriate |
order for the notes to the financial |
statements.

continued
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S

Accounting Policies, Changes in Accounting
Estimates and Errors continued

S1

While undertaking repairs at the end

of 2015, it detects a defect in a modet
released in 2014, which means that

at the end of 2015 it expects to incur
more costs in 2016 than originally
expected, In preparing its 2015 financial
statements, the entity increases the
provision for warranty costs that it
expects to incur in 2016 in respect of
goods sold in 2014. This extra cost is
recognised as an expense in calculating
its 2015 profit or loss; the entity does not
adjust the provision included in its 2014
comparatives.

Judgements and estimates

To a large extent, financial reports

are based on estimates, judgements
and models rather than being exact
depictions. Consequently, the use of
reasonable estimates is an essential
part of the preparation of financial
statements and does not undermine
their reliability. Bstimation involves
judgements based on the latest available,
reliable information. Fstimates will
inevitably require adjusting. The effect
of revising estimates made in the
previous period’s financial statements
will therefore be reflected in Current,
and possibly future, periods.

£iTors can arise from mistakes and
oversights or misinterpretations of
available information. Errors are
correcied in the first set of financial
statements issued after their discovery.
Because an error relates to information
that was available when preparing
the financial statements for an earlier
period, material errors are corrected
by restating the comparative amounts,
tor the prior period(s) presented, as if
the error had never occurred. The error
and the effect of its correction on the
fmancial statements are disclosed. For
example, if during the preparation of
the 2015 financial statements an entity
discovers that in 2014 it had provided
for the expected cost of warranty
repairs for goods sold in 2014 twice in
error, the amounts for 2014 included
45 a comparative in the 2015 financial
statements would be adjusted if the error
was material. That is, if the error was
material, the correcting adjustment does
not affect the 2015 profit or inss.

In the absence of a Standard that
specifically applies to a transaction,
other event or condition, management
exercises its judgement in developing
and applying an accounting policy that
results in information that is relevant
and reliable,

©2015 IFRS® This summary hos been prepared by IFRS Foundation staff on the basis o
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ents after the Reporting Period

e Standard

S 1 Presentation of Finoncial Statements
reguires a complete set of financial

An entity may voluntarily change an
accounting policy only if the change
results in the financial staterments
providing reliable and moze
relevant information. Making that

ernents to be presented at least
ually; for example, Entity A
pares financial statements for
eacl 31 Decemmber financial year.
Fihanecia' siatements are authorised

determination will in some cases require
judgement. However, for some assets fot
which s choice of measurement model forizsue some time after the end of

the reporting period; in this example,
nid-March. IAS 8 requires, among other
.hings, that estimates are based on the
Tatest available reliable information.
tontinuing with the example and
-'using financial statements for the year
ending 31 December 2015, IAS 10 sets
out which of the events that occur

after the end of a reporting peried, for
example, events occurring in February
3016, are reflected in amounts reported
: in the 2015 firancial statements and
which events are only disclosed in the
2015 financial statemnents {and affect

the amounts recognised in the 2016

is available, for example, investment
property, it is highly unlikely that a

change from the fair value model to th
cost model will result in mote relevant. '
information.

Judgements are also made in relacion
to the accounting for the colrection of
prior period errors. For exarmple, an
entity must determine it ar error is

material, because, if so, the entity must
Testate comparatives to correct that

error. Materiality is not determined
purely by size and can be highly reliant
on judgement.

financizal statements).

First-time adoption

In essence, IFRS 1 First-time Adoption of
International Financial Reporting Standards
is a special version of IAS 8 dealing
with changing accounting policies
when adopting IFRS for the first
time. However, the criteria in IAS 8
on selecting appropriate accounting
policies apply to a first-time adopter in
the same way as they apply to entities
that adopted IFRS in an earlier
reporting period.

Events after the reporting periogd are
events that occur between the end of
the reporting period and the date the
financial statements are authorised

for issue.

Amounts reported in financial
statements are adjusted for events
after the reporting period that provide
evidence of conditions that existed at
the end of the reporting period; these
are called adjusting events. An example
of an adjusting event is the judgement,
after the end of the reporting period, in
a court case that relates to a customer
claim made during the reporting
period. Depending on the outcome, it
will either confirm that the entity had a
liability (present obligation) at the end
of the reporting period, and i so, the
amount of that liability, or confirm that
the entity did not have a liability at the
end of the previous reporting period.
Another example of an adjusting event is
the receipt of information that indicates
that an asset was impaired at the end
of the reporting period. For example,
the bankruptcy of a customer that
occurs after the end of the reporting
period usually confirms that the trade
receivable due from that customer at
the end of the reporting period was not
recoverable, or not recoverable in full.
Similarly, the sale of inventories below
cost after the reporting period may give
evidence about their net realisable value
at the end of the reporting period.

i i !
This summary hos been prepared by IFRS Foundetion staff on the busis of Stondards issued lar 3.0 {une 2015 t!;at are requg;i fof; f_,”,:gg
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écf-ﬁes which of the events that occur after the end of the reporting peried affect the armounts inciuded in
g ..ﬁl’iCTﬂCfO'l[ statements and which require only disclosure.

TAS 10 contains specific guidance on
dealing with one particular adjusting
event. It mandates that an enfity must
not prepare its financial statements on
a going concern basis if management
determines after the reporting period
that it intends either to liquidate the
entity or to cease trading, or that it has
no realistic alternative but to doso. In
this instance, events after the reporting
period indicate that the going concern
assumption is not appropriate.

In contrast, non-adjusting events reflect
conditions that arise after the reporting
period. Examples of non-adjusting
events are changes in the market

value of investments, and changes

in currency exchange rates, after the
reporting period. Reverting back to

the post-year-end sale of inventory, if
the inventory was silver ingots and the
reason that the sale was below cost

was that the market price of silver fell
after the end of the reporting period,
then the sale at below cost would not
be an indication that the inventory was

impaired and needed to be written down

to its net realisable value at the end of

the reporting period. The fall in market

price, and the sale at below cost, would
be a non-adjusting event.

continued
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Income Taxes contnued

S 1

Zgrme.TaxeScmmmmd

Tzample: Interest receivable of CU100 recognised in Year 1, but cash not received
until Year 2. Consequently, interest receivable of CU100 is carried as an asset in

the statement of financial position at the end of Year 1. The applicable tax rate is
25 per cent. Is there a deferred tax liability at the end of Year 17

Interest income is included in taxable
profits of Year 17

Tax effect of interest is included in
current tax for Year 17

Does tax arise in Year 27
Tax base at end of Year 1

Temporary difference

(= receivable of CU100 less tax base)
Deferred tax

(= temporary difference x 25%)

A deferred tax asset can result from
unised tax losses and tax credits as
well as from temporary differences.

In jurisdictions where asset revaluations
do not affect their tax base, that is,
where the tax deductible amount is not

Deferred tax assets, ie tax recoverable,
can only be recognised if it is probable
that there will be taxable profit available
against which the tax losses, or other tax
deductible items, can be utilised. The
taxable profit can be available either in
the future or, if carry-back of losses is
allowed, in an earlier period. There are
some specified exceptions to recognising
deterred tax assets and deferred tax
liabilities, for example, deferred tax is
not recognised when goodwill is first
recognised.

similarly increased, deferred tax arises
on the revaluation gain.

The tax rate that is used to compute
deferred tax is the rate that is expected
to apply when the tax is recovered or
paid, based on tax rates and laws that
have been wholly or substantively
enacted by the end of the reporting
period,

©2015 IFRS®
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Furthermors, when an entity has a
history of recent losses, additional
dgement is required. Where

there will not/be sufficient taxable
temporary wiflerences to utilise the tax

Judgements and estimate

There are several aspects of accounting
for income taxes that require _
management judgements and estimates.
For example, deferred tax assets can be
recognised only if it is probable that
future taxable profit will be available .
to absorb tax losses or credits or other

1osses orother tax-deductible items,
‘the ctandard requires management to
roosider whether there is ‘convincing
uther evidence’ that there will be
sufficient taxable profit available
against which the unused tax losses or
-unused tax credits can be utilised by
the entity. Disclosure of the amount

deductible differences. Consequently:

= Management must judge whether
it is probable that taxable profit
will be available against which a
deductible temporary differencecan
Pe utilised, This can only hapren if
there are sufficient taxabie temporary.

recognised and the nature of the
evidence supporting its recognition

have to be disclosed.

differences relating to fiu same o
¢ ‘Deferred tax assets and liabilities are

‘measured at the tax rates that are
xpected to apply when the tax is
recovered or paid. These rates are based

taxation authority and the same
taxable entity, which are expected to
reverse: (a) in the same period as the
expected reversal of the deductible
temporary difference; or (b) in periods *
into which a tax loss arising from the -
deferred tax asset can be carried back
or forward.

on tax rates and laws that hiave been
whelly or substantively enacted by the
end of the reporting period, and that
reflect the manner in which the entity
expects, at the end of the reporting
period, to recover (settle) the carrying
amount of its assets {liabilities). This
gives rise to a number of judgements

@

When management judges that it
is not probable that there will be
sufficient taxable profit, as set out

above, to utilise all the deferred tax and estimates, for example, when

different tax rates apply in different
periods andfor to different levels of
taxable income, management imust:

asset, Inanagemtent must estimate
the extent of the taxable profit as set
out above or through tax planning
opportunities available to the entity
that will create taxable profit in
appropriate periods.

« forecast the period in which
temporary differences are expected o

reverse, and

continued
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First-time adoption

Despite there being no specific
mandatory excepiions or optional
exemptions from the general principle
in TFRS 1 First-time Adoption of International
Financial Reporting Standards that apply to
the requirements of IAS 12 for first-time
adopters, 2 number of mandatory
exceptions and optional exemptions
might affect the carrying amount of
recognised assets and liabilities and
consequently affect the deferred tax
balance recognised by an endity.

= estimate the average rates that are
expected to apply to the taxable profit
(tax loss) of the periods in which the
temporary differences are expected to

TeVerse.

For some share-based payment
transactions, the amount that the
taxation authorities will permit as a
deduction in fufure periods might not
be known at the end of the period,
Consequently, the tax base must

be estimated, based on information
available at the end of the

reporfing period.

Exampie: Interest receivable of CU100 recognised in Year 1, but cash not received
until Year 2. Applicable tax rate is 25 per cent.

The illustration shows that, Tegardless of when the inferest is taxed, the tax effect
is reflected in the financial statements in the same reporting period that the

interest is recognised.

Sceriario T interestis
taxed when recognised i
i profitorToss

: Yearl SRR .:Yéa: 2

Profit before tax LR
(izterest incoine) fRetes 100 s
Current tax ERERY (.2’_5)'. :':.__ i

Deferred tax

Profit afier tax ST
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R@V@ MU continued
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The Standard

IAS 18 prescribes the accounting for revenue from the sale of goods, the rendering of services, and the use by

others of entity assets yielding interest, royaities and dividends.

Revenue is a subset of income (as defined
in the Conceptual Framework), Revenue

is an entity’s gross earnings from its
ordinary activities; for example, what it
earns for selling goods to its customers
or for providing services to them. If

a company that sells new and used
bicycles as well as renting out bicycles,
sells one of its buildings because it
moved 10 larger premises during the
year, its revenue for that year would be
irom the sale of new and used bicycles
and rental income from renting out

the bicycles, but it would not include
an ameunt for the sale of the land and
building. This is because occasionally
selling properties is incidental to the
nain revenue-generating activities.
Amounts collected on behalf of third
parties, such as sales taxes, are exciuded
from revenue. In general, Tevenue is
recognised when it is probable that
economic benefits from the transaction
will flow to the entity and those benefits
can be measured reliably.

Revenue is measured at the fair valize of
the consideration received or receivable
by the entity. Tt is stated after reflecting
any trade discounis and volume rebates
allowed by the entity.

The Standard requires an entity to look
at the substance of a transaction or
series of transactions in order to identify
when revenue should be recognised.

©2015 IFRS®

For example, an entity sells a piece of
equipment and agress to service that
eqilipment for the two vears immediately
following the sale. The Standard
requires the total revenue to be divided,
with part recognised for the sale of the
equipment and part recognised for the
servicing contract. The revenue for
selling the goods is likely to be recognised
immediately, while the revenue for

the servicing will be recognised over

two years. In other scenarios, two or
more separate ransactions may need

to be combined in order to identify the
substance. For example, an agreement
to sell goods, and a separate agreement
to repurchase those goods, might in
effect be a contract for the shortterm
hire of the goods, be a sale or return type
agreement, be a loan with the goods
acting as security, or be something else.

If'loyalty points are awarded to a customer
purchasing goods and the loyalty points
can be redeemed for other goods in the
Tuture, the consideration received from
the cusiomer is allocated partly o the
£oods sold and partly to the loyalty points.

Revenue from the sale of goods is
recognised when specified conditions are
satisfied, including:

= significant risks and rewards of
ownership of the goods have been
transferred to the buyer; and

= the entity has neither continuing
managerial inveolvement to the degree
ustaliy associated with ownership, nor
effective control, over the goods,

For example, if goods are shipped
subject to installation and inspection,
when the installation and inspection
are substantial, assuming all other
conditions are met, revenue is

not normally recognised until the

installation and inspection are complete.

This is because until then the significant
risks and rewards of ownership are no?

generally regarded as having transfamved

to the buyer until this time. Thiswrould
apply even in situations in which the
entity has a long history ¢f successful
delivery and installation.

Revenue from the rendering of services
is recognised as the work is performed
if the outcome of the contract can be
estimated reliably. This is commonly
referred to as the “stage of completion
method’. For example, if a contract is
45 per cent complete, 45 per cent of
the revenue is recognised. However,
when the outcome of a service contract
cannot be estimated reliably, revenue is
recognised only to the extent of expenses
recognised that are recoverable.
Nevertheless, if it {5 not probable that
the costs incurred will be recovered, no
revenue is recognised even though the
COsts are recognised as expenses.

Interest is recognised over time,
computed on the effective vield on
the asset.

continued
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Royalties are usually recognised as they

Yaccrue in accordance with the terms of

the relevant agreement unless, having
regard to the subgiance of the agreement,
it is mote approvtiate to recognise
revenite on orie other systematic and
rational Havis.

Diridends are recognised when the

ssareholder has the right to receive
nayment.

An exchange of similar goods or services
does not give rise to revenile, because the
transaction lacks commercial substance.
For example, exchanging a quantity of

a certain grade of ol in one lpcation for
the same quantity of the same grade of
01l in a second location might simply be
a practical expedient to be able to fulfil

a contract to supply ¢il to a particular
customer located in the second location.
I this case the exchange transaction
wotld not give rise to revenue. Only

the transaction with the end customer
would give rise to the recognition of
revenue. An exchange of dissimilar
items is regarded as having commercial
substance; the resulting revenue is
measured at the fair value of the goods or
services received.,

TAS 18 prescribes the accounting for
revenue only from the sale of goods, the
rendering of services, and the use by
others of entity assets yielding interest,
rovalties and dividends. Other Standards
prescribe how to account for other
revenue. For example, IAS 11 Construction
Contracts specifies accounting for revenue
associated with construction coniracts.

This summary has been prepared by IFRS Foundation staff on the basis of Standards issued gt 30 june 2015 that are required for annual
reporting periods beginning on 1 january 2015 assuming no Standards are applied eariy. This Briefing has not been approved by the IASE.

Determining whether an agreement for
the construction of real estate is within
the scope of TAS 11 or IAS 18 depends on
the terms of the agreement and all the
surrounding facts and circumstances,
If the buyer can specify the major
structural elements of the design of the
real estate before construction begins,
andjor can specify major structural
changes once construction is in
progress, the contract will be within
the scope of IAS 11.

Judgements and estimates

Management exercises judgement
when identifying separate components
of a multiple element sale and in
allocating the consideration received,
or to be received, fo the components.
Management also exercises judgement
in determining the timing of the
recognition of the resulting revenues.

Judgement and estimaticn may also
be necessary when determining
the appropriate fair value of the
consideration received or receivable,

Determining when the criteria for the
recognition of sale or service revenue
are first satisfied can be challenging in
spme cases. Examples of circumstances
in which the timing of recognition of
revenue requires careful consideration
include: sales with delayed delivery;
sales subject to conditions including
installation and inspection and right of

return; sale and repurchase agreements;

consignment sales; sales to others for
resale; multiple element coxntracts;
subscriptions for products or fees for

For the requirements reference must be made to the Standards issued by the 1ASB.

services delivered in parts over time;
sales of products with an agreement

to provide future services; barter
transactions, including capacity swaps;
commitment fees received to make a
loan; and franchise fees.

Determining the percentage of
completion of a service contract may
require judgement, as does assessing
whether the outcome of the contract can

be estimated reliabiy.

First-time adoption

There are no specific mandatory
exceptions or optional exemptions from
the general principle in IFRS 1 Firsttime
Adoption of International Financial Reporting
Standards that apply to the requirements
of IAS 18 for first-time adepters.

Recent developments

TFRS 15 Revenue from Contracts with
Customers was issued by the IASB in
May 2014 and is effective for annual
reporting periods beginning on or
after 1 January 2017, although it can be
applied early. IFRS 15 replaces 1AS 11
and [AS 18. A summary of IFRS 15 and
recentt developments is included

in the Appendix.

©2015 [FRS®
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2

Accounting Tor Government Grants and
Disclosure of Government Assistance continved

21

Judgements and estimates First-time adoption

Accounting for government grants There are no specific mandatory
requires several judgements and
estimates. For example, managers must
decide when a grant first satisfies the
criteria to be recognised, which requires
reasonable assurance that the specified
conditions attached to the grant will

be met.

of TAS 20 for first-time adopters.

Judgement may be required to measure
the fair value and the ‘useful life’ of a

It is necessary to determine the costs
for which the grant is intended to
compensate and the periods in which
these costs are expected to be

non-monetary grant, such as a piece of
specialised equipment.

In order to determine the fair value

. L. of a governmert loan at a below-market
recognised as an expense. This is & . .
rate of interest, an entity would need to
determine the market rate of interest for

a similar debt (in order to use this as a

because IAS 20 requires a grant to
be recognised in profit or loss on a

systematic basis over the periods in . . .
discount rate). This may be difficult and

which an entity recognises as expenses , . .
may require estimating if there

the costs that the grant is intended to
compensate. For example, the benefit
of a below-marlket rate of interest
government loan, that is, the grant,
might not be allocated to profit or loss
consistent with the interest expense

is no published information for similar
debis; for example, if the debt has
unusual features or is for a long or
undefined term.

because the conditions might make it
clear that the costs that the grant relates
to are specific operational costs.

A number of conditions might be
attached to one grant and it might be
necessary to allecate part of a grant

exceptions or optional exemptions from
the general principle in IFRS 1 First-time
Adoption of International Financial Reportmg'
Standards that apply to the requirements

A Briefing for Chief £xecutives, Audit Committees & Boards of Directors 2015

The Effects of Changes in Foreign Exchange Rates

The Standard

presentation currency.

The Standard requires each entity to
determine its functional currency and
to measure the items in its financial
statements in that currency, although
the financial sta‘ements may be
presented in2 different currency—see
below. 2\ ventity’s functional currency
¢ is tue currency of the primary economic
Senviconment in which it operates.

TAS 21 lists a number of indicators that
must be considered by an entity when
determining its functional currency.

" One of the key indicators listed is the

¢ currency that mainly influences the

. pricing of the entity’s goods or services.
~ While this may often be the currency
the goods and services are priced in, it
i3 not necessarily so. The currency that
mainly influences the entity’s costs is
another primary indicator of

its functional currency.

Transactions in a currency other than
the functional currency are translated
into the functional currency using

the spot exchange rate on the date the
transaction qualifies for recognition {the
transaction date rate). For example, an
entity whose functional currency is CU
purchases a specialist machine from

an overseas company for FCU1,000°,

on one basis and part of the grant on first recognising it on 1 December. The
another basis. machine and the account payable will
be recognised by translating the amount
using the spot rate on 1 December.
3 ‘FCU” means ‘foreign currency units’.
©2015 IFRS® This summary has been prepared by IFRS Foundation staff on the basis of Standards issued at 30 June 2015 that are required for annual
56 reporting periods beginning on I January 2015 assurming no Standards are applied early. This Briefing has not been approved by the 1AS5.

For the requirements reference must be made to the Standards issued by the IASB.

If the entity’s year-end is 31 December
and the entity does not pay the machine
manufacturer until January, the account
payable will be in the entity’s statement
of financial position at 31 December.
Similarly, if the machine has a useful life
of 10 years, it too will be in the entity’s
statement of financial positiofl at

31 December. When items denominated
in a foreign currency are still recognised
at the end of a reporting period in the
statement of financial position, the
approach to the translation of the items
depends on whether the items are
monetary or non-monetary items:

» Foreign currency monetary assets and
liabilities (those for which an entity
expects to receive or pay a fixed or
determinable amount of currency) are
retransiated using the spot exchange
rate at the end of the reporting period
{the closing rate). The resulting
exchange differences are recognised
as income or expense in the period.

In the example above, the liability
to pay the machine manufacturer
is a monetary item and will be
retranslated using the exchange
tate at 31 December. The difference
from the previous carrying amount
will be recognised as income or an
expense in profit or loss.

This surmmary has been prepared by IFRS Foundation staff on the basis of Standards issued at 30 June 2015 that are required for annual
reporting periods beginning on 1 Jonuary 2015 assurming no Standards are applied early. This Briefing has not been approved by the /ASB, 67
For the requirements reference must be made to the Standards issued by the IASB.

IAS 21 prescribes how to determine an entity’s functional (or measurement) currency, how to account for
foreign currency transactions and foreign operations; and how to transiate financial statements into o

» Non-mionetary items are not
retranslated at the yearend. They
are recognised in the statement of
financial position translated using
the applicable rate at the date the
original cost, or subsequent fair
value, was measured. In the example
above, if the machine has a nil
residual value and a useful life of 10
years, it will be translated into the
entity’s functional currency using the
exchange rate on 1 December and the
resulting amount will be recognised
as depreciation expense over the
10 years. It will not be retranslated
unless it is impaired or revalued using
IAS 16's revaluation model and the
recoverable amount or valuation is
measured in a currency other than
the entity’s functional currency. In
this case, the new carrying amount
(recoverable amount or valuation) will
be translated at the exchange rate on
the date of measurement; subsequent
depreciation will be based on this
revised amount.

continued
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Related Party Disclosures
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The Standard

IAS 24 requires disclosures about th ' i
: e existence of specific types of refated parti ; i
outstanding balances with any related party. ! parties and dbout transactions m.]d

Related party relationships are a normal
feature of commerce and business. An
entity’s profit or loss and financial
position may be affected by a related
party relationship even if related party
transactions do not cccur; the mere
existence of the relationship may be
sufficient to affect transactions between
the entity and other parties. On the
other hand, related parties may enter
Inte transactions that would not be
undertaken by unrelated parties. IAS 24
aims to ensure that financial statements
contain the disclosures lecessary to
draw attention to the possibility that
the entity's finandal position and profit
or loss might have been affected by

the existence of related parties and by
fransactions and outstanding balances
with such parties.

Arelated party is a person or an entity
that is related to the reporting entity,
that is, a person or an entity that is
related to the entity that is preparing its
financial statements. The Standard lsts
some specific relationships that meet
the definition of related party—see the
two tables on this page,

‘Key management personnel’ is a defined
term meaning those persons having
authority and responsibility for planning,
directing and controiling the activities

of the entity, directly or indirectly,
including any director of that entity.

The Standard requires the substance,
and aot merely the legal form, of a
relationship to be considered.

©2015 IFRS®
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5 - one enmy 15 an assocmte or Jmnt ventum of the other entity or of another en
111 the same gwup as the other entxty .

"-'ﬂf'-bo.t_i?'eﬁﬁ. 25 %?e }'C?mt_f_v_e_nturg's_o_f the 'same_'tﬁird- partys

“%.oue entity _“f%t-;"’emf?i_?f 1th11~d party éﬁi(:l:’t_ﬁe:'bt_héi' is am assidiaie of the

. b the en"aty 15 a post-employment beneﬁt plan for the beneﬁt of employees of the
repoxtmg entxty Dr an entlty related to the reportmg enmy

e the entrty 15 coni:roﬂedi or jcmﬂy con‘croiled by any person 1denuﬁed as arel ated"
party i the othea table, :

_ th contro} OF Jomt controi over the reportmg enuﬁ:y or a close member-.s
Ha person § famﬂy, has mgmﬁcam mﬂuence over the enuty or i$ 2 member of
the l<ey management personnel of the entlty or of the en‘uty 5 parent or .

:: the emlty or any member of a group of whlch it 1s & par‘t promdes key

: management personnel servlces [t the reportu}g entlty or to the reportmg
enm:y 5 parent i o
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sclosure is required of:

« the name of the reporting entity’s

parent and, if different, its ultimate
controlling pavty, irrespective of
whether therc have been transactions
betwee Ltem;

e if Yeitner of the above parties

produces consolidated financial
staterments available for public use
(for example, if the first is exempt
from producing consolidated
financial statements and the second
is an individual) the name of the first
parent that is above the immediate
parent that does so; and

» details of key management personnel
compensation in total and by category
of benefit, for example, share-based
payment would be disclosed separately
from short-term employee benefits.

When there are transactions with
relared parties during the periods
covered Dy the financial statements,
that is, the current period and any
comparative periods presented,
disclosure is required, by category of
related party, of:

» the nature of the related party
relationship; and

@

details of the transactions and

Within a group, each parent, subsidiary
and fellow subsidiary is related to the
others. Simply having a director in
common with another company does
not, of itself, make the two companies
related.

This surmmary has been prepared by IFRS Foundation staff on the basis of
reparting periods beginning an 1 January 2015 assuming no Standards are
For the requirements reference must be made to the Standards issued by the iA

Similarly, merely lending money to a
company does not, of itself, malke the
company and lender related parties,
even though the terms of the loan

agreement may affect the freedom of
action of the company.

continued

Standards issued at 30 June 2015 that are reqguired for annual

g;d early. This Brigfing hus net been approved by the 1458,

outstanding balances, including
commitments, to enable users to
understand the potential effect of
the relationship on the financial

statements, including disclosure of the

transaction amount and any bad debt

expense recognised during the period.

This summary has been prepared by IFRS Foundation staff on the basis of Standards issued ot 30 June 2015 that are required for annual
reparting perfods beginning on 1 Jenuary 2015 assuming na Standards are applied early. This Briefing has not been opproved by the (45B.

The Standard provides a partial
exemption from the disclosure
requiresmnents if the related party is:

» a government that has controi, joint
control or significant influence over
the reporting entity; or

« another entity that is a related party
because the same government has
centrol, joint control or significant
influence over both the reporting
entity and the other entity.

Other specified disclosures are requirad
when the partal exemption applies.

‘When an entity {the ‘management
entity’) provides key management
personnel services to the reporting
entity, the fee that the reporting
entity pays to the management entity
is disclosed as a fransaction with a
related party. The compensation paid
by the management entity to the key
management persennel is excluded
from the details of key management
personnel compensation disclosure
required by IAS 24,

For the requirements reference must be made to the Standards issued by the IASE.

Judgements and estimates

In some cases determining whether
a person or an entity is a related
party of the reporting entity requires
significant judgement, For example,
the decision might require assessing
the degree of influence exerted by one B
party over-anether—is it control, joint |
control, significant influence ot a lower K ‘
degree of influence? Similarly, in some ’

cases, assessing whether an individual -
is a close member of the family of a B
person (for example, of a director of |
the reporting entity} requires judging | |
whether that individual may be expected C
to influence, or to be influenced by, that ‘
person {in the example, the director) in

their dealings with the reporting entity. i

‘When disclesing information about |
related party transactions, judgement

is required to determine the extent

to which related party disclosures are
disaggregated.

First-time adoption

There are no specific mandatory i
exceptions or optional exemptions from : ‘
the general principle in IERS 1 First-tirie E
Adoption of Internationel Financial Reporting
Standards that apply to the reguirements ‘
of IAS 24 for first-time adopters.

©2015 |FRS®
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At 31 Decemnber 2014 the property was
carried at its cost of HCU10G,000 and the
company had cash at bank of HCUS00.
The 2014 figures, although presented
in the 2014 financial statements as
HCU100,000 and HCUS00 respectively,
will be presented as HCU140,000 and
HCU1,260 when they are comparatives
to the 2015 figures, that is, both are
increased by 40 per cent as they need
to be expressed in terms of purchasing
power at 31 December 2015,

The gain or loss on restating the 2014
net monetary items for the change in
purchasing power over 2015 is recognised
in the 2015 profit or loss and separately
disclosed, Using the example above, and
assuming that the entity had no other
nonetary assets and had no monetary
liabilities, the loss on restating the net
monetary items to be recognised in its
2015 profit or loss would be HCU360 (the
adjustment in respect of the cash).

Restatement cannot be avoided
by electing to use a stable currency

for measurement purposes, because
an entity determines its functional
currency; it cannot select a
functional currency.

8¢

©2015 IFRS® This summary has been prepared by IFRS Foundation staff on the basis of Standards issued ot 30 June 2015 that are required for annual
reporting periods beginning on 1 january 2015 assuming no Standards are applied early. This Briefing has not been approved by the IASB.
For the requiremnents reference must be made to the Standards issued by the 1ASE,

[ I R T

The Standard requires a number
of disclosures, including: the fact

After restatement in accordance with
this Standard, the financial'ste tements
that the figures for the current and may be presented in any other currency
comparative periods have been restated by translating the results and financial
for changes in the general purchasing position in accordance with IAS 21, _
power of the functional carrency; the because an entity does have a free choice
price index used for the restatement: for its presentation currency.
its level at the end of the reporting
peried; and the change in the index

during the current period and during

Judgements and estimates

Because IAS 25 does not establish an
absolute rate at which hyperinflation

is deemed to arise, it is a matter of
Judgement when the restatement of
financial statements in accordance with

the comparative period.

this Standard becomes necessary. In
malking that judgement all facts and
circumstances must be considered.

continued
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:.'Féﬂaﬂcia Reporting in Hyperinflationary Economies continved

whether or not a couniry is considered

to be experiencing hyperinflation

will normally be determined on a
countrywide basis: for example, by an
agreement of (he accounting profession,
not by an inaividual entity.

It is preferaile that all entities that
repse in the currency of the same
iyperinflationary economy apply this
Standard from the same date.

When multiple price indices are
available, the entity must restate its
financial statements using a general
price index that reflects changes in
general purchasing power. Identifying
the appropriate general price index may,
in some cases, require judgement.

First-time adoption

There are no specific mandatery
exceptions from the general principle in
TFRS 1 Firsttime Adoption of International
Financiel Reporting Stondards that apply
to the requirements of IAS 29 for
first-time adopters.

This summary has been prepared by IFRS Foundation staff on the basis of Standards issued at 30 June 2015 that are required for annual
reporting periods beginning on 1 January 2015 assuming no Standards are applied early. This Briefing has not been approved by the 1ASB,

However, there is a non-mandatory
exemption for entities whoese functional
currency was subject to ‘severe
hyperinflation’ before the date of
transition to TFRS. IFRS 1 introduces the
term severe hyperinflation and states
that a currency is subject to severe
hyperinflation if a reliable general price
index is not available to all entities
with transactions in the currency, and
exchangeability between the currency
and a relatively stable foreign currency
does not exist. When an entity’s date of
transidon to IFRS is on or after the date
that severe hyperinflation ceases (the
‘normalisation date’), the entity may
elect to measure all assets and liabilities
held before the normalisation date at
fair value on the date of transition and
treat this as the deemed cost of those
assets and liabilities.

For the requirements reference must be made to the Standards issued by the IASB.
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Interim Financial Reporting

The Standard

An interim financial report is a complete or condensed set of financial statements for  period shorter than o

Sull financiol vear.

Neither IAS 34 nor any other Standard
requires the publicaticn of an interim
linancial report. However, securities
regulators or other authorities to which
particular entities are subject often
require the publication of interim
financial reports at specified intervals,
for example, halfiyearly or quarterly.

IAS 34 applies if an entity publishes an
interim financial report in accordance
with IFRS, whether because it is
required to do so or because it chooses
te voluntarily do so. The Standard

prescribes the minimum content and
specifies the accounting recognition and
measurement principles applicable fo an
interim financial report.

Condensed statement of financial position

Condensed statement

and other comprehensive income

(s) of profit or loss

Conderised statemment of changes fn equiey .

Condensed statement of cash flows

Selected explanatory notes.

_ Generally. yeartoda

* Comparatives are required for the equivalent period in the preceding year

©2015iFRS®
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The condensed statements should
include, as a minimum, each of the
headings and subtotals that were
included in the entity’s latest full-year
financial statements. For example, an

entity’s condensed statement of financial

position should include as a minimum
the headings and subtotals that were
included in its full year statement of
financial position. 1AS 34 specifies nete
disclosures that should be included in

the interim financial reports. Additicnal:

line items or notes are required if their
omission would make the interim
financial statements misieading,

The same accounting policies are
applied in the interim reperiacin the

most recent annual financial statements,

subject to any changes in accounting
policy that are to be reflected in the
financial statements for the full year.

The Standard prescribes that the
frequency of an entity’s interim
reporting, half-yearly, quarterly, etc,
should not affect the measurement
ofits full year results. Consequently,
measurements for interim reporting are
to be made on a yearto-date basis. This
does not mean that results for the first
six months of a year should be half of
the anticipated full year results. The
interim report for the first six months
should reflect the transactions that
arose in that six months. If a company’s
business is seasonal, those transactions
could be much higher or lower than half
those expected for the full year.

continued
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However, IFRIC 10 Interim Financial
Reporting and Impairment clarifies that
entities must not reverse an impairment
loss recognised it « previous interim
period in respect of goodwill, If

income taxis calculated by the tax
authorities on the results for the full
veat the charge in the interim results is
c.icalated using the best estimate of the
weighted average anaual income tax rate
expected for the full year. If the interim
results are consolidated results, a tax
rate is estimated for each jurisdiction

in which the group operates and the
average applied to the interim results for
that jurisdiction, instead of making one
estimate for the group as a whole.

Disclosures required in interim financial
reports include: commentary about

the seasonal or cyclical nature of the
operations; issues, repurchases and
repayments of debt andjor equity;
dividends paid; and, if significant,
commitments te ptirchase property,
plant and equipment, litigation
settlements and related party
transactions.

This summary has been prepared by IFRS Foundation staff on the basis of Standards fssued at 30 June 2015 that are required for annual
reporting periods beginning on 1 January 2015 assuming no Stondards are applied early. This Briefing has not been approved by the [ASB.

IAS 34 requires one disclosure 1o

be made in the full year financial
statements. If an estimnate that is used
in one interime period, say, in the interim
financial report for the six months to

30 June 2015, is changed significantly
during the final interjim period of a
financial year, say, in the six months

t0 31 December 2015, and an interim
financial report is not published for that
final period, IAS 34 requires the nature
and amount of the change in estimate to

be disclosed in the financial staternents
for the year; in the example, the year to
31 December 2015,

For the requiremments reference must be made to the Standards fssued by the 1ASE.

Judgements and estimates

While measurements in both annual
financial statements and interim
financial reports are often based on
reasonable estimates, the preparation of
interim financial reports will generally
require a greater use of estimates

than annual financial staternents; for
example, estimating the weighted
average annual income tax rate expected
for the full year, in order to measure

the tax charge, is necessary for interim
financial reports but not fer full year
financial statements.

First-time adoption

An entity is required to apply IFRS 1
Firsttime Adeption of International Financial
Reporting Standards in each interim
financial report that it prepares in
accordance with TIAS 34 for part of
the period covered by its first [FRS
financial statements. In addition to
the requiremeints of IAS 34, [FRS 1
requires additional disclosures in the
interim financial report, for example,
reconciliations between the entity’s
previous accounting and IFRS.

©2015 |FRS®
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