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INTRODUCTION

This text of lecture is designed both for students and for accountants and
auditors. The content and structure of the training manual aimed at creating
adequate perception of the basic principles of IFRS, as well as knowledge in the
field of classification, recognition and measurement of the main types of assets
and  liabilities and  disclosures in  the  financial  statements.
The training manual has been prepared in accordance with the requirements of
the educational standard in "Accounting and Audit" of the Republic of
Uzbekistan.

Basic knowledge of international standards are needed not only in the
development of new approaches to Russian accounting methodology, but also
for the depth of the restructuring of the accountant, involving the formation of
professional judgment on the integration of various items and operations.

The concept of "International Financial Reporting Standards™ includes all
of the following documents:

- The concept of financial statements

- Standards (IAS, IFRS),

- Interpretations of the Standards.

The concept of financial statements (The Conceptual Framework for
Financial Reporting) defines the objective of financial reporting, the qualitative
characteristics of information, the recognition and measurement of the elements
of financial statements, the concept of capital and capital maintenance concepts.
The scheme of "The concept of preparation and presentation of financial
statements”

International Financial Reporting Standards (International Accounting
Standards, International Financial Report Standards) - these are the standards on
issues of financial reporting utility, they do not regulate or chart of accounts or
accounting entries or the form of source documents and accounting records.

It is necessary to distinguish the rules of accounting and rules for the
preparation and reporting. There are certain standards that are really talking
about the compilation and reporting, but there are those in which it is written,
that their purpose - to establish the accounting treatment of certain assets or
liabilities.

Interpretations of the International Financial Reporting Standards
(Interpretations of International Accounting Standards) clarify the provisions of
standards containing ambiguous or unclear solutions. Interpretations provide
uniformity in the application of standards.



Presentation of Financial Statements
(International Accounting Standard 1)

Plan:
1. Objective, definitions in interpretations issued by the International
Accounting Standards Board
Owners are holders of instruments classified as equity
Financial statements, Purpose of financial statements
General features Fair presentation and compliance with IFRSs

Hown

Objective - This Standard prescribes the basis for presentation of general
purpose financial statements to ensure comparability both with the entity’s
financial statements of previous periods and with the financial statements of
other entities. It sets out overall requirements for the presentation of financial
statements, guidelines for their structure and minimum requirements for their
content.

Scope- An entity shall apply this Standard in preparing and presenting
general purpose financial statements in accordance with International Financial
Reporting Standards (IFRSS).

Other IFRSs set out the recognition, measurement and disclosure
requirements for specific transactions and other events. This Standard does not
apply to the structure and content of condensed interim financial statements
prepared in accordance with IAS 34 Interim Financial Reporting.

However, paragraphs 15-35 apply to such financial statements.
This Standard
applies equally to all entities, including those that present consolidated financial
statements in accordance with IFRS 10 Consolidated Financial Statements and
those that present separate financial statements in accordance with IAS 27
Separate Financial Statements.

This Standard uses terminology that is suitable for profit-oriented entities,
including public sector business entities. If entities with not-for-profit activities
in the private sector or the public sector apply this Standard, they may need to
amend the descriptions used for particular line items in the financial statements
and for the financial statements themselves.

Similarly, entities that do not have equity as defined in IAS 32

Financial Instruments:

Presentation (eg some mutual funds) and entities whose share capital is
not equity (eg some co-operative entities) may need to adapt the financial
statement presentation of members’ or unitholders’ interests.

The following terms are used in this Standard with the meanings specified
General purpose financial statements (referred to as ‘financial statements’) are
those intended to meet the needs of users who are not in a position to require an
entity to prepare reports tailored to their particular information needs.



Impracticable Applying a requirement is impracticable when the entity
cannot apply it after making every reasonable effort to do so.

International Financial Reporting Standards (IFRSs) are Standards and (IASB).
They comprise:

(@) International Financial Reporting Standards;

(b) International Accounting Standards;

(c) IFRIC Interpretations; and

(d) SIC Interpretations.

Material Omissions or misstatements of items are material if they 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 omission or misstatement judged in the surrounding circumstances.

The size or nature of the item, or a combination of both, could be the
determining factor.

Assessing whether an omission or misstatement could influence economic
decisions of wusers, and so be material, requires consideration of the
characteristics of those users. The Framework for the Preparation and
Presentation of Financial Statements states in paragraph 253 that ‘users are
assumed to have a reasonable knowledge of business and economic activities
and accounting and a willingness to study the information with reasonable
diligence.” Therefore, the assessment needs to take into account how users with
such attributes could reasonably be expected to be influenced in making
economic decisions.

Notes contain information in addition to that presented in the statement of
financial position, statement(s) of profit or loss and other comprehensive income,
separate income statement (if presented), statement of changes in equity and
statement of cash flows. Notes provide narrative descriptions or disaggregations
of items presented in those statements and information about items that do not
qualify for recognition in those statements.

Other comprehensive income comprises items of income and expense
(including reclassification adjustments) that are not recognised in profit or loss
as required or permitted by other IFRSs.

The components of other comprehensive income include:

(@) changes in revaluation surplus (see IAS 16 Property, Plant and Equipment
and

IAS 38 Intangible Assets);

(b) remeasurements of defined benefit plans (see IAS 19 Employee Benefits);

(c) gains and losses arising from translating the financial statements of a foreign
operation (see IAS 21 The Effects of Changes in Foreign Exchange Rates);

(d) gains and losses from investments in equity instruments measured at fair
value through other comprehensive income in accordance with paragraph 5.7.5
of IFRS 9 Financial Instruments; Definition of IFRSs amended after the name
changes introduced by the revised Constitution of the IFRS Foundation in 2010.
3 In September 2010 the IASB replaced the Framework with the Conceptual



Framework for Financial Reporting. Paragraph 25 was superseded by Chapter 3
of the Conceptual Framework.
(e) the effective portion of gains and losses on hedging instruments in a cash
flow hedge (see IAS 39 Financial Instruments: Recognition and Measurement);
(f) for particular liabilities designated as at fair value through profit or loss, the
amount of the change in fair value that is attributable to changes in the liability’s
credit risk (see paragraph 5.7.7 of IFRS 9).

Owners are holders of instruments classified as equity.

Profit or loss is the total of income less expenses, excluding the
components of other comprehensive income. Reclassification adjustments are
amounts reclassified to profit or loss in the current period that were recognised
in other comprehensive income in the current or previous periods.

Total comprehensive income is the change in equity during a period
resulting from transactions and other events, other than those changes resulting
from transactions with owners in their capacity as owners.

Total comprehensive income comprises all components of ‘profit or loss’
and of ‘other comprehensive income’. Although this Standard uses the terms
‘other comprehensive income’, ‘profit or loss’ and ‘total comprehensive income’,
an entity may use other terms to describe the totals as long as the meaning is
clear. For example, an entity may use the term ‘net income’ to describe profit or
loss.

The following terms are described in IAS 32 Financial Instruments:
Presentation and are used in this Standard with the meaning specified in IAS 32:
(a) puttable financial instrument classified as an equity instrument (described in
paragraphs 16A and 16B of IAS 32)

(b) an instrument that imposes on the entity an obligation to deliver to another
party a pro rata share of the net assets of the entity only on liquidation and is
classified as an equity instrument (described in paragraphs 16C and 16D of 1AS
32).
Financial statements
Purpose of financial statements

Financial statements are a structured representation of the financial
position andfinancial performance of an entity. The objective of financial
statements is to provide information about the financial position, financial
performance and cash flows of an entity that is useful to a wide range of users in
making economic decisions. Financial statements also show the results of the
management’s stewardship of the resources entrusted to it. To meet this
objective, financial statements provide information about an entity’s:

(a) assets;

(b) liabilities;

(c) equity;

(d) income and expenses, including gains and losses;

(e) contributions by and distributions to owners in their capacity as owners; and
(f) cash flows.



This information, along with other information in the notes, assists users
of financial statements in predicting the entity’s future cash flows and, in
particular, their timing and certainty.

Complete set of financial statements

Complete set of financial statements comprises:

(a) a statement of financial position as at the end of the period;

(b) a statement of profit or loss and other comprehensive income for the period;
(c) a statement of changes in equity for the period,;

(d) a statement of cash flows for the period;

(e) notes, comprising a summary of significant accounting policies and other
explanatory information; and

() a statement of financial position as at the beginning of the earliest
comparative period when an entity applies an accounting policy retrospectively
or makes a retrospective restatement of items in its financial statements, or when
it reclassifies items in its financial statements.

An entity may use titles for the statements other than those used in this
Standard. For example, an entity may use the title ‘statement of comprehensive
income’ instead of ‘statement of profit or loss and other comprehensive income’.
An entity may present a single statement of profit or loss and other
comprehensive income, with profit or loss and other comprehensive income
presented in two sections. The sections shall be presented together, with the
section presented first followed directly by the other comprehensive
incomesection. An entity may present the profit or loss section in a separate
statementof profit or loss. If so, the separate statement of profit or loss shall
immediately precede the statement presenting comprehensive income, which
shall begin with profit or loss.

An entity shall present with equal prominence all of the financial
statements in a complete set of financial statements.

Many entities present, outside the financial statements, a financial review
by management that describes and explains the main features of the entity’s
financial performance and financial position, and the principal uncertainties it
faces. Such a report may include a review of:

(a) the main factors and influences determining financial performance, including
changes in the environment in which the entity operates, the entity’s response to
those changes and their effect, and the entity’s policy for investment to maintain
and enhance financial performance, including its dividend policy;

(b) the entity’s sources of funding and its targeted ratio of liabilities to equity;
and

(c) the entity’s resources not recognised in the statement of financial position in
accordance with IFRSs.

Many entities also present, outside the financial statements, reports and
statements such as environmental reports and value added statements,
particularly in industries in which environmental factors are significant and
when employees are regarded as an important user group. Reports and
statements presented outside financial statements are outside the scope of IFRSs.



General features Fair presentation and compliance with IFRSs

Financial statements shall present fairly the financial position, financial
performance and cash flows of an entity. 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, liabilities,
iIncome and expenses set out in the Framework. The application of IFRSs, with
additional disclosure when necessary, is presumed to result in financial
statements that achieve a fair presentation.

An entity whose financial statements comply with IFRSs shall make an
explicit and unreserved statement of such compliance in the notes. An entity
shall not describe financial statements as complying with IFRSs unless they
comply with all the requirements of IFRSs.

In virtually all circumstances, an entity achieves a fair presentation by
compliance with applicable IFRSs. A fair presentation also requires an entity:

(a) to select and apply accounting policies in accordance with IAS 8 Accounting
Policies, Changes in Accounting Estimates and Errors. IAS 8 sets out a
hierarchy of

authoritative guidance that management considers in the absence of an IFRS that
specifically applies to an item.

(b) to present information, including accounting policies, in a manner that
provides relevant, reliable, comparable and understandable information.

(c) to provide additional disclosures when compliance with the specific
requirements in IFRSs is insufficient to enable users to understand the impact of
particular transactions, other events and conditions on the entity’s financial
position and financial performance.

Accrual basis of accounting

An entity shall prepare its financial statements, except for cash flow

information, using the accrual basis of accounting.
28 When the accrual basis of accounting is used, an entity recognises items as
assets, liabilities, equity, income and expenses (the elements of financial
statements) when they satisfy the definitions and recognition criteria for those
elements in the Framework.5

Materiality and aggregation

An entity shall present separately each material class of similar items. An
entityshall present separately items of a dissimilar nature or function unless they
are immaterial. When it is impracticable to reclassify comparative amounts, an
entity shall disclose:

(a) the reason for not reclassifying the amounts, and

(b) the nature of the adjustments that would have been made if the amounts had
been reclassified.

Statement of financial position

Information to be presented in the statement of financial position

As a minimum, the statement of financial position shall include line items
that present the following amounts:
(a) property, plant and equipment;



(b) investment property;

(c) intangible assets;

(d) financial assets (excluding amounts shown under (e), (h) and (i));

(e) investments accounted for using the equity method;

(f) biological assets;

(g) inventories;

(h) trade and other receivables;

(i) cash and cash equivalents;

(j) the total of assets classified as held for sale and assets included in disposal
groups classified as held for sale in accordance with IFRS 5 Non-current
Assets Held for Sale and Discontinued Operations;

(k) trade and other payables;

(I) provisions;

(m) financial liabilities (excluding amounts shown under (k) and (1));

(n) liabilities and assets for current tax, as defined in IAS 12 Income Taxes;
(o) deferred tax liabilities and deferred tax assets, as defined in IAS 12;

(p) liabilities included in disposal groups classified as held for sale in
accordance with IFRS 5;

(g) non-controlling interests, presented within equity; and

(r) issued capital and reserves attributable to owners of the parent.

An entity shall present additional line items, headings and subtotals in the
statement of financial position when such presentation is relevant to an
understanding of the entity’s financial position.

When an entity presents current and non-current assets, and current and
non-current liabilities, as separate classifications in its statement of financial
position, it shall not classify deferred tax assets (liabilities) as current assets
(liabilities).

Current liabilities

An entity shall classify a liability as current when:

(a) it expects to settle the liability in its normal operating cycle;

(b) it holds the liability primarily for the purpose of trading;

(c) the liability is due to be settled within twelve months after the reporting
period; or

(d) it does not have an unconditional right to defer settlement of the liability for
at least twelve months after the reporting period

Terms of a liability that could, at the option of the counterparty, result in
its settlement by the issue of equity instruments do not affect its classification.
Other comprehensive income for the period An entity shall disclose the amount
of income tax relating to each item other comprehensive income, including
reclassification adjustments, either in the statement of profit or loss and other
comprehensive income or in the notes.

An entity may present items of other comprehensive income either:
(@) net of related tax effects, or

(b) before related tax effects with one amount shown for the aggregate
amount of income tax relating to those items.

10



If an entity elects alternative (b), it shall allocate the tax between the items that
might be reclassified subsequently to the profit or loss section and those that will
not be reclassified subsequently to the profit or loss section.

An entity shall disclose reclassification adjustments relating to components of
other comprehensive income.

In September 2010 the IASB replaced the Framework with the
Conceptual Framework for Financial Reporting.

Other IFRSs specify whether and when amounts previously recognised in
other comprehensive income are reclassified to profit or loss. Such
reclassifications are referred to in this Standard as reclassification adjustments.
A reclassification adjustment is included with the related component of other
comprehensive income in the period that the adjustment is reclassified to profit
or loss. Theseamounts may have been recognised in other comprehensive
income as unrealised gains in the current or previous periods. Those unrealised
gains must be deducted from other comprehensive income in the period in which
the realised gains are reclassified to profit or loss to avoid including them in
total comprehensive income twice.

An entity may present reclassification adjustments in the statement(s) of
profit or loss and other comprehensive income or in the notes. An entity
presenting reclassification adjustments in the notes presents the items of other
comprehensive income after any related reclassification adjustments.
Reclassification adjustments arise, for example, on disposal of a foreign
operation (see IAS 21) and when a hedged forecast cash flow affects profit or
loss (see paragraph 100 of 1AS 39).

Reclassification adjustments do not arise on changes in revaluation surplus
recognised in accordance with IAS 16 or IAS 38 or on remeasurements of
defined benefit plans recognised in accordance with IAS 19. These components
are recognised in other comprehensive income and are not reclassified to profit
or loss in subsequent periods. Changes in revaluation surplus may be transferred
to retained earnings in subsequent periods as the asset is used or when it is
derecognised (see IAS 16 and IAS 38).

Information to be presented in the statement(s) of profit or loss and other
comprehensive income or in the notes

When items of income or expense are material, an entity shall
disclose their nature and amount separately.

Circumstances that would give rise to the separate disclosure of items of
income and expense include:

(@) write-downs of inventories to net realisable value or of property, plant and
equipment to recoverable amount, as well as reversals of such write-downs;

(b) restructurings of the activities of an entity and reversals of any provisions

for the costs of restructuring;

(c) disposals of items of property, plant and equipment;

(d) disposals of investments;

(e) discontinued operations;

(f) litigation settlements; and

11



(g) other reversals of provisions.

An entity shall present an analysis of expenses recognised in profit or
loss using a classification based on either their nature or their function
within the entity, whichever provides information that is reliable and more
relevant.

Capital

An entity shall disclose information that enables users of its financial
statements
to evaluate the entity’s objectives, policies and processes for managing
capital.

To comply with paragraph 134, the entity discloses the following:

(@) qualitative information about its objectives, policies and processes for
managing capital, including:

(i) a description of what it manages as capital,

(i) when an entity is subject to externally imposed capital requirements, the
nature of those requirements and how those requirements are incorporated into
the management of capital; and

(iii) how it is meeting its objectives for managing capital.

(b) summary quantitative data about what it manages as capital. Some entities
regard some financial liabilities (eg some forms of subordinated debt) as part of
capital. Other entities regard capital as excluding some components of equity (eg
components arising from cash flow hedges).

(c) any changes in (a) and (b) from the previous period.

(d) whether during the period it complied with any externally imposed capital
requirements to which it is subject.

(e) when the entity has not complied with such externally imposed capital
requirements, the consequences of such non-compliance.

The entity bases these disclosures on the information provided internally
to key management personnel.

An entity may manage capital in a number of ways and be subject to a
number of different capital requirements. For example, a conglomerate may
include entities that undertake insurance activities and banking activities and
those entities may operate in several jurisdictions.

12



International Financial Reporting Standards
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®O0nozuka, T.

IFRS Presentation of Financial Statements

Objectives:

*IAS 1 prescribes:
-the basis for presentation of general purpose financial statements™

-For comparability within the entity for previous periods, and with the
other entities.

TAS 1 sets out:

-overall requirements for the presentation of financial statements;

-guidelines for their structure; /

-and minimum requirements for their contents.

* The financial statements intended to meet the needs of users who are not in a position to require an entity to
prepare repantskiireir particular needs.

13



IFRS Presentation of Financial Statements

Fair Presentation:

*In accordance with IFRS, financial statements should present fairly
the financial position, financial performance and cash flow of an entity.

"In extremely rare cases" where fair presentation per IFRS is not
possible, the entity may conclude that it must ignore the applicable
accounting standard. (overriding clause)

‘Example:

- IFRS prohibits LIFO inventory valuation method. If the entity
physically distributes the latest purchasing goods first, and
management judges LIFO better reflects the entity's financial picture,
then the entity can override this prohibition.

®Q0nozuka, T.

IFRS Presentation of Financial Statements

Fair Presentation:

*An entity whose financial statements comply with IFRS shall make an
explicit and unreserved statement of such compliance in the note.

*The consolidated financial statements of Nokia Corporation (“Nokia” or “the
Group™), a Finnish public limited liability company with domicile in Helsinki, in
the Republic of Finland, are prepared in accordance with International Financial
Reporting Standards as issued by the International Accounting Standards Board
("IASB") and in conformity with IFRS as adopted by the European Union
(""IFRS"™). (quoted from the notes of NOKIA F/S in 2011)

*An entity cannot rectify inappropriate accounting policies either by
disclosure of such accounting policies used or by notes or explanatory
materials.

‘Example... the company cannot say as below in the note.

-"Except for the adoption of LIFO inventory valuation method which is prohibited under
IFRS, the financial statements are all in conformity with IFRS."

®0nozuka, T.
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IAS1 Presentation of Financial Statements

Financial Statements:
A complete set of financial statements comprises:

«a statement of financial position;

«a statement of comprehensive income

«a statement of changes in equity:

«a statement of cash flows;

*notes, comprising a summary of significant accounting policies and
other explanatory information;

Memo:

A statement of financial position as at the beginning of the earliest comparative period
needs to be presented when an entity applies an accounting policy retrospectively or makes a
retrospective restatement of items in its financial statements, or when it reclassifies items
in its financial statements.

®0nozuka, T.

IAS1 Presentation of Financial Statements

Financial Statements:

Financial Statement Cotmponents

| Statement of Financial Position | — | Assets, Liabilities & Owners Equity. |
|5’ra’remem of Comprehensive Income | — |Income (Revenue + Gain) + Other Comprehensive Income |
| Statement of Changes in Equity | — |Changes in all owner equity + all nonowner equity (i.e. comprehensive income) |
|STa’remenT of Cash Flows | — |Cash inflows & outflows from operating, investing & financing activities |
|No‘res | — |Signif icant accounting policies & explanatory notes |

®0nozuka, T.
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IAS1 Presentation of Financial Statements

Going Concern:

*Financial Statements shall be prepared on a going concern basis.
*When preparing financial statements, management makes an
assessment regarding the entity's ability to continue in operation for

foreseeable future.

*If there is doubt about the above, using a liquidation approach, assets
must be revalued.

®0nozuka, T.

IAS1 Presentation of Financial Statements

6oing Concern:

Case:

The entity has the fixed asset of $100,000 which it purchased at the beginning of this year.

The useful life is 10 years, and it used the straight line appreciation method. No residual
value is estimated. If the entity sells this assets, it can sell for $60,000 but needs to pay
the handling commission of 5% to a broker.

Based on going concern, what is the value of this asset at the end of the year?
It is highly probable that the entity will not continue in operation next year, how should we
measure the value of the asset?

®0nozuka, T.
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IAS1 Presentation of Financial Statements

Going Concern:

Case:

XYZ is a manufacturer of televisions. The domestic market for electronic goods is currently
not doing well, and therefore many entities in this business are switching to exports.. As per
the audited financial statements for the year ended December 31, 2011, the entity had net
loss of $2M.. As December 31, 2011, its current assets aggregate to $20M and the current
liabilities aggregate to $25M. Due to the expected favorable changes in the government
policy for the electronic industry, the entity is projecting profits in the coming years.
Furthermore, the shareholders of the entity have arranged alternative source of finance for
its expansion plans and to support its working needs in the next 12 months.

Should XYZ prepares its financial statements under the going concern basis??

(IFRS PRIMER Int'| GAAP Basics/I.M. WIECK & N.M YOUNG)

®0nozuka, T.

IAS1 Presentation of Financial Statements

Accrual Basis of Accounting:

*An entity shall prepare Financial Statements, using accrual basis of
accounting.

*Under accrual basis of accounting,

v' Revenues are earned when they are earned.
v' Expenses are recognized when they incurred.

®0nozuka, T.
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IAS1 Presentation of Financial Statements

Accrual Basis of Accounting:

Case:
You are running liquor stores. A customer ordered 10 bottles of wine to your store on
December 1 on the phone. She prepaid $200 on December 2, and asked you to deliver them
on December 5. As told, you delivered them on December 5.
When do you recognize the sales revenue??

a. December1

b. December 2

c. Decemberb

®0nozuka, T. 10

IAS1 Presentation of Financial Statements

Materiality & Aggregation:

*An entity shall present separately each material class of similar items.
An entity shall present separately items of a dissimilar nature or
function unless they are immaterial.

*If not material, they can be aggregated for reporting.

Offsetting

*An entity shall not offset assets and liabilities or income and expenses,
unless required or permitted by an IFRS.

+ Exceptions... e.g. allowance for doubtful accounts, accumulated

depreciation. /
\

®0nozuka, T. ‘ 11
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IAS1 Presentation of Financial Statements

Frequency of Reporting

*An entity shall present a complete set of financial statements at least
annually.

*An entity can use 52 weeks as a fiscal period in place of 1 year.
Comparative Information

*An entity shall disclose comparative information in respect of the
previous period.

*An entity shall present, at a minimum, two statements of financial
position, two of each of other statements and related notes.

*Note: Each country has to follow the statutory requirement.

I

®0nozuka, T. 1 2

IAS1 Presentation of Financial Statements

Statement of Financial Position

As a minimum, the statement of financial position shall include line
items that present the following amounts:

Assets:

-(a) property, plant and equipment;

-(b) investment property:;

~(c) intangible assets;

-(d) financial assets (excluding amounts shown under (e), (h) and (i));

-(e) investments accounted for using the equity method;

-(f) biological assets;

-(g) inventories;

-(h) trade and other receivables;

~(i) cash and cash equivalents;

-(j) the total of assets classified as held for sale and assets included in
disposal groups classified as held for sale in accordance with IFRS 5 Non-
current Assets Held for Sale and Discontinued Operations;

®0nozuka, T.
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IAS1 Presentation of Financial Statements

Statement of Financial Position

As a minimum, the statement of financial position shall include line
items that present the following amounts:

Liabilities & Owners Equity

-(k) trade and other payables;

~(I) provisions;

-(m) financial liabilities (excluding amounts shown under (k) and (1));

~-(n) liabilities and assets for current tax, as defined in IAS 12 Income
Taxes;

-(0) deferred tax liabilities and deferred tax assets, as defined in IAS
12;

~(p) liabilities included in disposal groups classified as held for sale in
accordance with IFRS 5;

-(q) non-controlling interests, presented within equity; and
~(r) issued capital and reserves attributable to owners of the parent.

®0nozuka, T.

IAS1 Presentation of Financial Statements

Statement of Financial Position

Current assets and liabilities must be classified in accordance with
the entity's operating cycle (normally one year)

Deferred tax assets/liabilities cannot be accounted for as current
assets or liabilities.

Case

Jab Inc. has some long-term debt that is currently due this year.
It has negotiated with Jonathan Bank (large reputable bank) to
refinance the debt with 5 year loan. A written agreement is in
place; however, the actual refinancing will not take place until after
year-end. Is this loan accounted for as current or non-current??

(IFRS PRIMER Int'| GAAP Basics/I.M. WIECK & N.M YOUNG)

®0nozuka, T.
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IAS1 Presentation of Financial Statements

Statement of Comprehensive Income

The statement of comprehensive income shall present
a) profit or loss;
b) total other comprehensive income;

c) comprehensive income for the period, being the total of profit or loss
and other comprehensive income.

®0nozuka, T. 16

IAS1 Presentation of Financial Statements

Statement of Comprehensive Income

*An entity shall present the following items, in addition to the profit
or loss and other comprehensive income sections, as allocation of
profit or loss and other comprehensive income for the period:

*(a) profit or loss for the period attributable to:
~(i) non-controlling interests, and
-(ii) owners of the parent.
*(b) comprehensive income for the period attributable to:
~(i) non-controlling interests, and
-(ii) owners of the parent.

Note:

*An entity shall not present any items of income or expense as
extraordinary items, in the statement(s) presenting profit or loss and
other comprehensive income or in the notes.

®0nozuka, T.
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IAS1 Presentation of Financial Statements

Discussion Paper: Preliminary Views on Financial Statement

Presentation

*In October, 2008, the IASB and the FASB jointly published for
comments a Discussion Paper, Preliminary Views on Financial Statement

Presentation.

Proposed format for financial statements:

Statement of Financial Position

Statement of Comprehensive Income

Statement of Cash flows

Business
Operating Assets & Liabilities
Investing Assets & Liabilities

Business
QOperating Income & Expenses
Investing Income & Expenses

Business
Operating Cash Flows
Investing Cash Flows

Financing
Financing Assets
Financing Liabilities

Financing
Financing AsseT Tncome
Financing Liability Expense

Financing
Financing Asset Cash Flows
Financing Liability Cash Flows

Income Taxes

Income Taxes
On continuing operations
(business & financing)

Income Taxes

bDiscontinued operations

Discontinued operations
MNet of tax

bDiscontinued operations

Other Comprehensive Income
MNet of tax

Equity

Equity

®0nozuka, T.
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IAS1 Presentation of Financial Statements

Discussion Paper: Preliminary Views on Financial Statement

Presentation

“The outreach indicated that some participants had concerns about aspects
of the proposals but supported others. The Boards concluded that significant
additional work would be required to develop a viable exposure draft. In the
light of other priorities, the Boards decided to consider returning to the
project once the other MoU projects had been completed.”

(the SEC Staff Report titled a Comparison of US GAAP and IFRS
issued on November 16, 2011.)

®0nozuka, T. 19
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Inventories (International Accounting Standard 2)
Plan:
1. Objective, Definitions and Measurement of inventories
2. Cost of inventories of a service provider, Cost formulas
3. Net realisable value, recognition as an expense

Objective - The objective of this Standard is to prescribe the accounting
treatment or inventories. A primary issue in accounting for inventories is the
amount of cost to be recognised as an asset and carried forward until the related
revenues are recognised. This Standard provides guidance on the determination
of cost and its subsequent recognition as an expense, including any write-down
to net realisable value. It also provides guidance on the cost formulas that are
used to assign costs to inventories.

Scope - This Standard applies to all inventories, except:

(@) work in progress arising under construction contracts, including directly
related service contracts (see IAS 11 Construction Contracts);

(b) financial instruments (see IAS 32 Financial Instruments: Presentation and
IFRS 9 Financial Instruments); and

(c) biological assets related to agricultural activity and agricultural produce at
the point of harvest (see 1AS 41 Agriculture).

This Standard does not apply to the measurement of inventories held by:
(@) producers of agricultural and forest products, agricultural produce after
harvest, and minerals and mineral products, to the extent that they are measured
at net realisable value in accordance with well-established practices in those
industries. When such inventories are measured at net realisable value, changes
in that value are recognised in profit or loss in the period of the change.

(b) commodity broker-traders who measure their inventories at fair value less
costs to sell. When such inventories are measured at fair value less costs to sell,
changes in fair value less costs to sell are recognised in profit or loss in the
period of the change.

The inventories referred to in paragraph 3(a) are measured at net realisable value
at certain stages of production. This occurs, for example, when agricultural
crops have been harvested or minerals have been extracted and sale is assured
under a forward contract or a government guarantee, or when an active market
exists and there is a negligible risk of failure to sell. These inventories are
excluded from only the measurement requirements of this Standard.

Broker-traders are those who buy or sell commodities for others or on
their own account. The inventories referred to in paragraph 3(b) are principally
acquired with the purpose of selling in the near future and generating a profit
from fluctuations in price or broker-traders’ margin. When these inventories are
measured at fair value less costs to sell, they are excluded from only the
measurement requirements of this Standard.

Definitions
The following terms are used in this Standard with the meanings specified:
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Inventories are assets:

(@) held for sale in the ordinary course of business;

(b) in the process of production for such sale; or

(c) in the form of materials or supplies to be consumed in the production process
or in the rendering of services.

Net realisable value is the estimated selling price in the ordinary course of
business less the estimated costs of completion and the estimated costs
necessary to make the sale.

Fair value is the price that would be received to sell an asset or paid to transfer a
liability in an orderly transaction between market participants at the
measurement date. (See IFRS 13 Fair Value Measurement.)

Net realisable value refers to the net amount that an entity expects to
realise from the sale of inventory in the ordinary course of business. Fair value
reflects the price at which an orderly transaction to sell the same inventory in the
principal (or most advantageous) market for that inventory would take place
between market participants at the measurement date. The former is an entity-
specific value; the latter is not. Net realisable value for inventories may not
equal fair value less costs to sell.

Inventories encompass goods purchased and held for resale including, for
example, merchandise purchased by a retailer and held for resale, or land and
other property held for resale. Inventories also encompass finished goods
produced, or work in progress being produced, by the entity and include
materials and supplies awaiting use in the production process. In the case of a
service provider, inventories include the costs of the service, as described in
paragraph 19, for which the entity has not yet recognised the related revenue
(see IAS 18 Revenue).

Measurement of inventories - Inventories shall be measured at the lower of
cost and net realisable value.

Cost of inventories The cost of inventories shall comprise all costs of purchase,
costs of conversion and other costs incurred in bringing the inventories to their
present location and condition.

Costs of purchase - The costs of purchase of inventories comprise the purchase
price, import duties and other taxes (other than those subsequently recoverable
by the entity from the taxing authorities), and transport, handling and other costs
directly attributableto the acquisition of finished goods, materials and services.
Trade discounts, rebates and other similar items are deducted in determining the
costs of purchase.

Costs of conversion - The costs of conversion of inventories include costs
directly related to the units of production, such as direct labour. They also
include a systematic allocation of fixed and variable production overheads that
are incurred in converting materials into finished goods. Fixed production
overheads are those indirect costs of production that remain relatively constant
regardless of the volume of production, such as depreciation and maintenance of
factory buildings and equipment, and the cost of factory management and
administration. Variable production overheads are those indirect costs of
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production that vary directly, or nearly directly, with the volume of production,
such as indirect materials and indirect labour.

The allocation of fixed production overheads to the costs of conversion is
based
on the normal capacity of the production facilities. Normal capacity is the
production expected to be achieved on average over a number of periods or
seasons under normal circumstances, taking into account the loss of capacity
resulting from planned maintenance. The actual level of production may be used
If it approximates normal capacity. The amount of fixed overhead allocated to
each unit of production is not increased as a consequence of low production or
idle plant. Unallocated overheads are recognised as an expense in the period in
which they are incurred. In periods of abnormally high production, the amount
of fixed overhead allocated to each unit of production is decreased so that
inventories are not measured above cost. Variable production overheads are
allocated to each unit of production on the basis of the actual use of the
production facilities.

A production process may result in more than one product being
produced simultaneously. This is the case, for example, when joint products are
produced or when there is a main product and a by-product. When the costs of
conversion of each product are not separately identifiable, they are allocated
between the products on a rational and consistent basis. The allocation may be
based, for example, on the relative sales value of each product either at the stage
in the production process when the products become separately identifiable, or
at the completion of production. Most by-products, by their nature, are
immaterial. When this is the case, they are often measured at net realisable value
and this value is deducted from the cost of the main product. As a result, the
carrying amount of the main product is not materially different from its cost.

Other costs - Other costs are included in the cost of inventories only to
the extent that they are incurred in bringing the inventories to their present
location and condition. For example, it may be appropriate to include non-
production overheads or the costs of designing products for specific customers
in the cost of inventories. Examples of costs excluded from the cost of
inventories and recognised as expenses in the period in which they are incurred
are:

(a) abnormal amounts of wasted materials, labour or other production costs;

(b) storage costs, unless those costs are necessary in the production process
before a further production stage;

(c) administrative overheads that do not contribute to bringing inventories to
their present location and condition; and

(d) selling costs.

IAS 23 Borrowing Costs identifies limited circumstances where borrowing costs
are included in the cost of inventories.

An entity may purchase inventories on deferred settlement terms. When
the arrangement effectively contains a financing element, that element, for
example a difference between the purchase price for normal credit terms and the
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amount paid, is recognised as interest expense over the period of the financing.
Cost of inventories of a service provider

To the extent that service providers have inventories, they measure them
at the costs of their production. These costs consist primarily of the labour and
other costs of personnel directly engaged in providing the service, including
supervisory personnel, and attributable overheads. Labour and other costs
relating to sales and general administrative personnel are not included but are
recognised as expenses in the period in which they are incurred. The cost of
inventories of a service provider does not include profit margins or non-
attributable overheads that are often factored into prices charged by service
providers.

Cost of agricultural produce harvested from biological assets
In accordance with IAS 41 Agriculture inventories comprising agricultural
produce that an entity has harvested from its biological assets are measured on
initial recognition at their fair value less costs to sell at the point of harvest. This
Is the cost of the inventories at that date for application of this Standard.
Techniques for the measurement of cost

Techniques for the measurement of the cost of inventories, such as the
standard
cost method or the retail method, may be used for convenience if the results
approximate cost. Standard costs take into account normal levels of materials
and supplies, labour, efficiency and capacity utilisation. They are regularly
reviewed and, if necessary, revised in the light of current conditions.

The retail method is often used in the retail industry for measuring
inventories of large numbers of rapidly changing items with similar margins for
which it is impracticable to use other costing methods. The cost of the inventory
is determined by reducing the sales value of the inventory by the appropriate
percentage gross margin. The percentage used takes into consideration inventory
that has been marked down to below its original selling price. An average
percentage for each retail department is often used.

Cost formulas

The cost of inventories of items that are not ordinarily interchangeable
and goods or services produced and segregated for specific projects shall be
assigned by using specific identification of their individual costs.

Specific identification of cost means that specific costs are attributed to
identified items of inventory. This is the appropriate treatment for items that are
segregated for a specific project, regardless of whether they have been bought or
produced. However, specific identification of costs is inappropriate when there
are large numbers of items of inventory that are ordinarily interchangeable.

In such circumstances, the method of selecting those items that remain in
inventories could be used to obtain predetermined effects on profit or loss.

The cost of inventories, other than those dealt with in paragraph 23, shall
be assigned by using the first-in, first-out (FIFO) or weighted average cost
formula. An entity shall use the same cost formula for all inventories having a
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similar nature and use to the entity. For inventories with a different nature or use,
different cost formulas may be justified.

For example, inventories used in one operating segment may have a use to
the
entity different from the same type of inventories used in another operating
segment. However, a difference in geographical location of inventories (or in the
respective tax rules), by itself, is not sufficient to justify the use of different cost
formulas.

The FIFO formula assumes that the items of inventory that were
purchased or
produced first are sold first, and consequently the items remaining in inventory
at the end of the period are those most recently purchased or produced. Under
the weighted average cost formula, the cost of each item is determined from the
weighted average of the cost of similar items at the beginning of a period and
the cost of similar items purchased or produced during the period. The average
may be calculated on a periodic basis, or as each additional shipment is received,
depending upon the circumstances of the entity.

Net realisable value

The cost of inventories may not be recoverable if those inventories are
damaged,
if they have become wholly or partially obsolete, or if their selling prices have
declined. The cost of inventories may also not be recoverable if the estimated
costs of completion or the estimated costs to be incurred to make the sale have
increased. The practice of writing inventories down below cost to net realisable
value is consistent with the view that assets should not be carried in excess of
amounts expected to be realised from their sale or use.

Inventories are usually written down to net realisable value item by item.
In some circumstances, however, it may be appropriate to group similar or
related items. This may be the case with items of inventory relating to the same
product line that have similar purposes or end uses, are produced and marketed
in the same geographical area, and cannot be practicably evaluated separately
from other items in that product line. It is not appropriate to write inventories
down on the basis of a classification of inventory, for example, finished goods,
or all the inventories in a particular operating segment. Service providers
generally accumulate costs in respect of each service for which a separate selling
price is charged. Therefore, each such service is treated as a separate item.

Estimates of net realisable value are based on the most reliable evidence
available at the time the estimates are made, of the amount the inventories are
expected to realise. These estimates take into consideration fluctuations of price
or cost directly relating to events occurring after the end of the period to the
extent that such events confirm conditions existing at the end of the period.
Estimates of net realisable value also take into consideration the purpose for
which the inventory is held. For example, the net realisable value of the quantity
of inventory held to satisfy firm sales or service contracts is based on the
contract price. If the sales contracts are for less than the inventory quantities
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held, the net realisable value of the excess is based on general selling prices.
Provisions may arise from firm sales contracts in excess of inventory quantities
held or from firm purchase contracts. Such provisions are dealt with under 1AS
37 Provisions,

Contingent Liabilities and Contingent Assets.

Materials and other supplies held for use in the production of inventories
are not written down below cost if the finished products in which they will be
incorporated are expected to be sold at or above cost. However, when a decline
in the price of materials indicates that the cost of the finished products exceeds
net realisable value, the materials are written down to net realisable value. In
such circumstances, the replacement cost of the materials may be the best
available measure of their net realisable value.

A new assessment is made of net realisable value in each subsequent
period. When the circumstances that previously caused inventories to be written
down below cost no longer exist or when there is clear evidence of an increase
in net realisable value because of changed economic circumstances, the amount
of the write-down is reversed (ie the reversal is limited to the amount of the
original write-down) so that the new carrying amount is the lower of the cost
and the revised net realisable value. This occurs, for example, when an item of
inventory that is carried at net realisable value, because its selling price has
declined, is still on hand in a subsequent period and its selling price has
increased.

Recognition as an expense

When inventories are sold, the carrying amount of those inventories shall
be recognised as an expense in the period in which the related revenue is
recognised.

The amount of any write-down of inventories to net realisable value and
all losses of inventories shall be recognised as an expense in the period the
write-down or loss occurs. The amount of any reversal of any write-down of
inventories, arising from an increase in net realisable value, shall be recognised
as a reduction in the amount of inventories recognised as an expense in the
period in which the reversal occurs.

Some inventories may be allocated to other asset accounts, for example,
inventoy used as a component of self-constructed property, plant or equipment.
Inventories allocated to another asset in this way are recognised as an expense
during the useful life of that asset.

Disclosure

The financial statements shall disclose:

(a) the accounting policies adopted in measuring inventories, including the cost
formula used;

(b) the total carrying amount of inventories and the carrying amount in
classifications appropriate to the entity;

(c) the carrying amount of inventories carried at fair value less costs to sell;

(d) the amount of inventories recognised as an expense during the period;
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(e) the amount of any write-down of inventories recognised as an expense in the
period in accordance with paragraph

(f) the amount of any reversal of any write-down that is recognised as a
reduction in the amount of inventories recognised as expense in the period in
accordance with paragraph;

(g) the circumstances or events that led to the reversal of a write-down of
inventories in accordance with paragraph; and

(h) the carrying amount of inventories pledged as security for liabilities.

Information about the carrying amounts held in different classifications
of inventories and the extent of the changes in these assets is useful to financial
statement users. Common classifications of inventories are merchandise,
production supplies, materials, work in progress and finished goods. The
inventories of a service provider may be described as work in progress. The
amount of inventories recognised as an expense during the period, which is
often referred to as cost of sales, consists of those costs previously included in
the measurement of inventory that has now been sold and unallocated
production overheads and abnormal amounts of production costs of inventories.
The circumstances of the entity may also warrant the inclusion of other amounts,
such as distribution costs.

Some entities adopt a format for profit or loss that results in amounts
being disclosed other than the cost of inventories recognised as an expense
during the period. Under this format, an entity presents an analysis of expenses
using a classification based on the nature of expenses. In this case, the entity
discloses the costs recognised as an expense for raw materials and consumables,
labour costs and other costs together with the amount of the net change in
inventories for the period.

Effective date

An entity shall apply this Standard for annual periods beginning on or
after 1 January 2005. Earlier application is encouraged. If an entity applies this
Standard for a period beginning before 1 January 2005, it shall disclose that fact.

40B IFRS 9 issued in October 2010, amended paragraph 2(b) and deleted
paragraph 40A. An entity shall apply those amendments when it applies IFRS 9
as issued in October 2010.

40C IFRS 13, issued in May 2011, amended the definition of fair value in
paragraph 6 and amended paragraph 7. An entity shall apply those amendments
when it applies IFRS 13.
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IAS 2 Inventory

Objectives:

*The objective of this Standard is to prescribe the accounting
treatment for inventories.

Scope:

*This Standard applies to all inventories, EXCEPT:

a. work in progress arising under construction contracts, including
directly related service contracts (see IAS 11 Construction Contracts);

b. financial instruments (see IAS 32 Financial Instruments: Presentation
and IFRS 9 Financial Instruments); and

c. biological assets related to agricultural activity and agricultural
produce at the point of harvest (see TAS 41 Agriculture)..

®0nozuka, T.
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IAS 2 Inventory

Definition of Key Terms:

*Net Realizable Value

- The estimated selling price in the normal course of business less
estimated cost to complete and estimated cost to make a sale.

*Fair Value

- The amount at which an asset could be exchanged, or a liability settled
between knowledgeable, willing parties in an arm's-length transaction.

*Memo:

realizable value for inventories may not equal fair value less costs to

- Net realizable value is an entity-specific value; Fair value is not. Net
sell. %

®Onozuka, T.

IAS 2 Inventory

Initial Measurement of Cost of Inventory

*What is included ( or capitalized) in cost of inventory?

- Costs of Purchase
- Cost of Conversion
- Other costs

*What is NOT included in the cost of inventory?

- Storage cost

- Administrative overhead cost

- Abnormal amount of wasted materials
- Selling Cost

- Borrowing cost

®0Onozuka, T.
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IAS 2 Inventory

Exercise

*Brilliant Manufacturing Inc. purchases materials from various countries and
manufactures bicycles, exporting them to Europe. Brilliant Trading has
incurred these expenses during 2012.

- Costs of Purchase for materials(based on vendors' invoice)

- Trade discount on purchases

- TImport duties

- Freight and insurance on purchases

- Utilities expense for assembly line.

- Salary of factory workers directly engaged in production.

- Salaries of accounting department

- Brokerage commission payable to agents for arranging imports
- Sales commission payable to sales agents

- After-sales warranty costs

*Brilliant Manufacturing Inc. is seeking your advice on which costs are
permitted under IAS 2 to be included in cost of inventory.

(Wiley IFRS Practical Implementation Guide and Workbook 2 Edition/Abbas, Magnus & Graham slightly
modified)

®0nozuka, T.

IAS 2 Inventory

Cost Formula for Inventory Valuation

*Specific Identification of Cost
*First-in First-out (FIFQ)
‘Weighted Average Cost Formula

Note

-Last-in Last-out (LIFQO) is NOT allowed.
-Same formula shall be applied to all inventories.

=

®0nozuka, T. 5
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IAS 2 Inventory

Practice - Specific identification method

You are running a jewelry shop at OLOY bazar. You have the beginning
inventories as follows:

Diamond necklace w/ gold chain (1 karat) $1,000
-Diamond necklace w/ platinum chain (1 karat) $1,300
Total $2,300

During the month, you purchased a diamond necklace with silver chain
for $800.

During the month, you sold the diamond necklace w/ gold chain for
$1,300.

Under specific identification of cost method, what is the cost for the
diamond necklace with gold chain ??

®0nozuka, T.

IAS 2 Inventory

Practice - FIFO/Moving Average

You are running a stationery shop. You have the beginning inventory of
pencils as at Dec. 1 as follows:

‘Nov. 5 / 150 pencils at $0.80 $120
*Nov. 20/ 100 pencils at $1.00 $100
Total 250 $220

During the month, you purchased 120 pencils at $1.50.
During the month, you sold 150 pencils to customers.

What is the cost under FIFO, Weighted Average and LIFO
respectively? Why is LIFO not allowed under IFRS??

®0nozuka, T.
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IAS 2 Inventory
Practice - FIFO

FIFO Income Statement Balance Sheet
B-MNowv 5-MNowv
150 x @$0.80 150 x @$0.80
$120 $120
20-Nowv 20-MNowv

100 x @4%$1.00
$100

100 x @%$1.00
$100

5-Dec 5-Dec
120 x @%$1.50 120 x @%$1.50
$180 $180
Total inventory value COGS Ending inventory
$400 $120 $280

|\YNao
g\
~N

®0Onozuka, T.

IAS 2 Inventory

Practice -Moving Average

Weighted Average Income Statement Balance Sheet

5-MNaow
150 x @%$0.80 150 x @%$1.08
$120 $162
20-Mowv
100 x @%$1.00
$100

220 =% @21.08
5-Dec $238

120 x @%$1.50
$180

Total inventory value COGS Ending inventory
$400 $162 $238

Average inventory unit

$1.08/pencil

($400/370=%$1.08/unit)

®0nozuka, T.
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IAS 2 Inventory

Practice - LIFO (prohibited under IFRS)

LIFO Income Statement Balance Sheet
5-Nowv 5-Nowv
150 x @$0.80 150 x @$0.80
$120 $120
20-Nowv 20-Nowv
100 x @%$1.00 70 x ©%$1.00=%70
$100 30 x @$1.00 = 30
B-Dec 5-Dec
120 x @$1.50 120 x @$1.50
$180 $180

Total inventory value
$400

cO6S
$210

Ending inventory

$190

®0nozuka, T.

IAS 2 Inventory

10

Subsequent Measurement of Inventory

‘Lower of Cost and Net Realizable Value (LCNRV)

Cost of Inventory < Net Realizable Value

No Action

Cost of Inventory > Net Realizable Value (NRV)

Write down to NRV

®0nozuka, T.
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IAS 2 Inventory

Subsequent Measurement of Inventory

‘Lower of Cost and Net Realizable Value (LCNRV)

- LCNRYV shall be conducted item by item.

- Assets should not be carried in excess of amounts expected to be
realized from their sale or use.

- The amount of the write-down is reversed (i.e., the reversal is limited
to the amount of the original write-down) *

* ¢f. Under US GAAP, the reversal of the write-down is not allowed.

®0Onozuka, T. 12

IAS 2 Inventory

Subsequent Measurement of Inventory

From the previous example, using the stationary shop that you are
running, at the end of December, Jasur, your friend, introduced a
customer who likes to buy all the pencils left in the inventory @$1.50.
Jasur requested you to pay $0.30/pencil for commission.

*Your shop is using FIFO inventory valuation method. What is the
value of inventory at the end of December.

®0nozuka, T. 13
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IAS 2 Inventory

Subsequent Measurement of Inventory

FIFO

Income Statement

Balance Sheet

Balance Sheet

Income Statement

5-Nov 5-Nov NRV = $1.50 - $0.30 = $1.20
150 x @$0.80 150 x @%$0.80
$120 $120
20-Nov 20-Nov Ne write-down
100 x @$1.00 100 x @$1.00 $1.00 < $1.20
$100 $100 $100
Write-down
5-Dec 5-Dec $150> $1.20
120 x @$1.50 120 x @$1.50 120 x @%1.20
$180 $180 $144
[Zrventory loss |
Ending inventory
Total inventory value COGS Ending inventory after remeasurement Inventory loss
$400 $120 $280 $244 $36
®0Onozuka, T. 14

IAS 2 Inventory

Subsequent Measurement of Inventory

*During January, your shop sold 70 pencils while you did not purchase
any pencils during the month.

*Again, Jasur called you that there is a customer who likes o buy up
all the inventory at $2.00. In this case also, Jasur needs $0.30/pencil
commission.

*What is the cost of goods sold during January, and the inventory
balance after re-measurement of the inventory?

®0nozuka, T. 15
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IAS 2 Inventory

Subsequent Measurement of Inventory

Balance Sheet

Income Statement

Balance Sheet

Balance Sheet

Income Statement

NRV = $2.00 - $0.30 = $1.70

20-Nov 20-Nov No write-down
100 x @$1.00 100 x @$1.00 $1.00 < $1.70
$100 $100 $100
B-Dec 5-Dec
5-Dec 50 x $1.20 = 60 $150+< $1.70
120 x @%$1.20 70 x @$1.20 B0 x $1.50 = 75 Reversal of inv. w/d
$144 $84
(Original @$1.50)
Ending inventory Reversal of inventory
Total inventory value CO6S Ending inventery after remeasurement writedown
$244 $84 $160 $175 $15
1\%—{)
®0Onozuka, T. 16
IAS 2 Inventory - appendix
Subsequent Measurement of Inventory
‘Exercise 1
-The December 31, 2012 inventory of Gwnyer Company consists of two
products: 5 units of A105 and 7 units of BB32. Before the adjustment, the
cost and carrying amount of the total inventory is $100.
-Determine the amount of inventory to report the December 31, 2012
statement of financial position and prepare an necessary adjusting entry.
MEMO:
Product Original Quantity Inventory Expected  Estimated
Cost as 12/31/12  Selling Price Cost to Sell
A105 $6 $30 $8 $1
BB32 $10 $70 $12 $4
Total $100
®0nozuka, T. 18
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IAS 2 Inventory - appendix

Subsequent Measurement of Inventory

‘Exercise 1
MEMO:
Product Original ~ Quantity  Inventory  Expected  Estimated Net Realizable
Cost as12/31/12  Selling Price Cost o Sell ~ Value
A105 $6 5 $30 $8 $1 $7 no acticn needed.
BB32 $10 7 $70 $12 $4 $8  write-dwon needed

Total 12 $100 x Compare and choose the lower cost,

Product Original ~ Quantity  Inventory

Cost s 12/31/12
AL05 $6 5 $30
BR3?2 $8 7 $56 Dr. Loss on Inventory Writedown $14
Cr. Tnventory ( or valuation account) $14
Total 12 $86

®0nozuka, T.

IAS 2 Inventory - appendix

Subsequent Measurement of Inventory

‘Exercise 2

-Assume three units of inventory units of inventory item BB32 remain in
inventory at March 31, 2013. The cost to sell each unit is still $4, but
market has recovered for these items and their expected selling price is
now $16. What adjusting entry, if any, is needed at March 31, 2013?

(IFRS PRIMER international GAAP Basics/Irene & Nicola)

®0nozuka, T.



IAS 2 Inventory - appendix

Subsequent Measurement of Inventory

‘Exercise 2

MEMO:
Product Original Quantity  Inventory Expected  Estimated Net Realizable
Cost as 3/31/13  Selling Price Cost to Sell Value
BB32 $10 3 $30 $16 $4 $12\
Carrying am't $8 3 $24 Compare & choose the lower cost.
Reversal of writedown $6 br. Inventory ( or valuaticn account) $6

Cr. Reversal of writedown $6

(IFRS PRIMER international GAAP Basics/Irene & Nicola)

®0Onozuka, T.
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Statement of Cash Flows (International Accounting Standard 7)
Plan:
1. Objective, Benefits of cash flow information
2. Definitions
3. Investing activities, Financing activities
4. Interest and dividends

Objective Information about the cash flows of an entity is useful in
providing users of financial statements with a basis to assess the ability of the
entity to generate cash and cash equivalents and the needs of the entity to utilise
those cash flows. The economic decisions that are taken by users require an
evaluation of the ability of an entity to generate cash and cash equivalents and
the timing and certainty of their generation.

The objective of this Standard is to require the provision of information
about the historical changes in cash and cash equivalents of an entity by means
of a statement of cash flows which classifies cash flows during the period from
operating, investing and financing activities.

Scope- An entity shall prepare a statement of cash flows in accordance
with the requirements of this Standard and shall present it as an integral part of
its financial statements for each period for which financial statements are
presented.

This Standard supersedes IAS 7 Statement of Changes in Financial Position,
approved in July 1977.

Users of an entity’s financial statements are interested in how the entity
generates and uses cash and cash equivalents. This is the case regardless of the
nature of the entity’s activities and irrespective of whether cash can be viewed
as the product of the entity, as may be the case with a financial institution.
Entities need cash for essentially the same reasons however different their
principal revenue-producing activities might be. They need cash to conduct their
operations, to pay their obligations, and to provide returns to their investors.
Accordingly, this Standard requires all entities to present a statement of cash
flows.

Benefits of cash flow information
A statement of cash flows, when used in conjunction with the rest of the
financial statements, provides information that enables users to evaluate the
changes in net assets of an entity, its financial structure (including its liquidity
and solvency) and its ability to affect the amounts and timing of cash flows in
order to adapt to changing circumstances and opportunities. Cash flow
information is useful in assessing the ability of the entity to generate cash and
cash equivalents and enables users to develop models to assess and compare the
present value of the 1 In September 2007 the IASB amended the title of 1AS 7
from Cash Flow Statements to Statement of Cash
Flows as a consequence of the revision of IAS 1 Presentation of Financial
Statements in 2007. future cash flows of different entities. It also enhances the
comparability of the
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reporting of operating performance by different entities because it eliminates the
effects of using different accounting treatments for the same transactions and
events.

Historical cash flow information is often used as an indicator of the
amount, timing and certainty of future cash flows. It is also useful in checking
the accuracy of past assessments of future cash flows and in examining the
relationship between profitability and net cash flow and the impact of changing
prices.

Definitions

The following terms are used in this Standard with the meanings

specified:

Cash comprises cash on hand and demand deposits.

Cash equivalents are short-term, highly liquid investments that are readily
convertible to known amounts of cash and which are subject to an insignificant
risk of changes in value.

Cash flows are inflows and outflows of cash and cash equivalents.
Operating activities are the principal revenue-producing activities of the entity
and other activities that are not investing or financing activities.

Investing activities are the acquisition and disposal of long-term assets and other
investments not included in cash equivalents.

Financing activities are activities that result in changes in the size and
composition of the contributed equity and borrowings of the entity.

Cash and cash equivalents

Cash equivalents are held for the purpose of meeting short-term cash
commitments rather than for investment or other purposes. For an investment to
qualify as a cash equivalent it must be readily convertible to a known amount of
cash and be subject to an insignificant risk of changes in value. Therefore, an
investment normally qualifies as a cash equivalent only when it has a short
maturity of, say, three months or less from the date of acquisition. Equity
investments are excluded from cash equivalents unless they are, in substance,
cash equivalents, for example in the case of preferred shares acquired within a
short period of their maturity and with a specified redemption date. Bank
borrowings are generally considered to be financing activities. However, in
some countries, bank overdrafts which are repayable on demand form an
integral part of an entity's cash management. In these circumstances, bank
overdrafts are included as a component of cash and cash equivalents. A
characteristic of such banking arrangements is that the bank balance often
fluctuates from being positive to overdrawn.

Cash flows exclude movements between items that constitute cash or
cash equivalents because these components are part of the cash management of
an entity rather than part of its operating, investing and financing activities. Cash
management includes the investment of excess cash in cash equivalents.

Presentation of a statement of cash flows

The statement of cash flows shall report cash flows during the period
classified by operating, investing and financing activities.
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An entity presents its cash flows from operating, investing and financing
activities in a manner which is most appropriate to its business. Classification by
activity provides information that allows users to assess the impact of those
activities on the financial position of the entity and the amount of its cash and
cash equivalents. This information may also be used to evaluate the relationships
among those activities.

A single transaction may include cash flows that are classified differently.
For example, when the cash repayment of a loan includes both interest and
capital, the interest element may be classified as an operating activity and the
capital element is classified as a financing activity.

Operating activities

The amount of cash flows arising from operating activities is a key
indicator of the extent to which the operations of the entity have generated
sufficient cash flows to repay loans, maintain the operating capability of the
entity, pay dividends and make new investments without recourse to external
sources of financing. Information about the specific components of historical
operating cash flows is useful, in conjunction with other information, in
forecasting future operating cash flows.

Cash flows from operating activities are primarily derived from the
principal revenue-producing activities of the entity. Therefore, they generally
result from the transactions and other events that enter into the determination of
profit or loss. Examples of cash flows from operating activities are:

(a) cash receipts from the sale of goods and the rendering of services;

(b) cash receipts from royalties, fees, commissions and other revenue;

(c) cash payments to suppliers for goods and services;

(d) cash payments to and on behalf of employees;

(e) cash receipts and cash payments of an insurance entity for premiums and
claims, annuities and other policy benefits;

(f) cash payments or refunds of income taxes unless they can be specifically
identified with financing and investing activities; and

(g) cash receipts and payments from contracts held for dealing or trading
puUrposes.

Some transactions, such as the sale of an item of plant, may give rise to a gain or
loss that is included in recognised profit or loss. The cash flows relating to such
transactions are cash flows from investing activities. However, cash payments to
manufacture or acquire assets held for rental to others and subsequently held for
sale as described in paragraph 68A of IAS 16 Property, Plant and Equipment
are cash flows from operating activities. The cash receipts from rents and
subsequent sales of such assets are also cash flows from operating activities.

An entity may hold securities and loans for dealing or trading purposes, in
which case they are similar to inventory acquired specifically for resale.
Therefore, cash
flows arising from the purchase and sale of dealing or trading securities are
classified as operating activities. Similarly, cash advances and loans made by
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financial institutions are usually classified as operating activities since they
relate to the main revenue-producing activity of that entity.

Investing activities- The separate disclosure of cash flows arising from
investing activities is important because the cash flows represent the extent to
which expenditures have been
made for resources intended to generate future income and cash flows. Only
expenditures that result in a recognised asset in the statement of financial
position are eligible for classification as investing activities. Examples of cash
flows arising from investing activities are:

(@) cash payments to acquire property, plant and equipment, intangibles and
other long-term assets. These payments include those relating to capitalised
development costs and self-constructed property, plant and equipment;

(b) cash receipts from sales of property, plant and equipment, intangibles and
other long-term assets;

(c) cash payments to acquire equity or debt instruments of other entities and
Interests in joint ventures (other than payments for those instruments considered
to be cash equivalents or those held for dealing or trading purposes);

(d) cash receipts from sales of equity or debt instruments of other entities and
interests in joint ventures (other than receipts for those instruments considered to
be cash equivalents and those held for dealing or trading purposes);

(e) cash advances and loans made to other parties (other than advances and loans
made by a financial institution);

(f) cash receipts from the repayment of advances and loans made to other parties
(other than advances and loans of a financial institution);

(g) cash payments for futures contracts, forward contracts, option contracts and
swap contracts except when the contracts are held for dealing or trading
purposes, or the payments are classified as financing activities; and

(h) cash receipts from futures contracts, forward contracts, option contracts and
swap contracts except when the contracts are held for dealing or trading
purposes, or the receipts are classified as financing activities.

When a contract is accounted for as a hedge of an identifiable position the cash
flows of the contract are classified in the same manner as the cash flows of the
position being hedged.

Financing activities - The separate disclosure of cash flows arising from
financing activities is important because it is useful in predicting claims on
future cash flows by providers of capital to the entity. Examples of cash flows
arising from financing activities are:

(a) cash proceeds from issuing shares or other equity instruments;

(b) cash payments to owners to acquire or redeem the entity’s shares;

(c) cash proceeds from issuing debentures, loans, notes, bonds, mortgages and
other short-term or long-term borrowings;

(d) cash repayments of amounts borrowed; and

(e) cash payments by a lessee for the reduction of the outstanding liability
relating to a finance lease.

Reporting cash flows from operating activities
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An entity shall report cash flows from operating activities using either:

(@) the direct method, whereby major classes of gross cash receipts and gross
cash payments are disclosed; or

(b) the indirect method, whereby profit or loss is adjusted for the effects of
transactions of a non-cash nature, any deferrals or accruals of past or future
operating cash receipts or payments, and items of income or expense associated
with investing or financing cash flows.

Entities are encouraged to report cash flows from operating activities
using the direct method. The direct method provides information which may be
useful in estimating future cash flows and which is not available under the
indirect method. Under the direct method, information about major classes of
gross cash receipts and gross cash payments may be obtained either:

(a) from the accounting records of the entity; or

(b) by adjusting sales, cost of sales (interest and similar income and interest
expense and similar charges for a financial institution) and other items in the
statement of comprehensive income for:

(i) changes during the period in inventories and operating receivables and
payables;

(i) other non-cash items; and

(iii) other items for which the cash effects are investing or financing cash flows.

20 Under the indirect method, the net cash flow from operating activities is
determined by adjusting profit or loss for the effects of:

(@) changes during the period in inventories and operating receivables and
payables;

(b) non-cash items such as depreciation, provisions, deferred taxes, unrealised
foreign currency gains and losses, and undistributed profits of associates; and

(c) all other items for which the cash effects are investing or financing cash
flows.

Alternatively, the net cash flow from operating activities may be presented
under the indirect method by showing the revenues and expenses disclosed in
the statement of comprehensive income and the changes during the period in
inventories and operating receivables and payables.

Reporting cash flows from investing and financing activities

An entity shall report separately major classes of gross cash receipts and
gross cash payments arising from investing and financing activities, except to
the extent that cash flows described in paragraphs 22 and 24 are reported on a
net basis. Reporting cash flows on a net basis

Cash flows arising from the following operating, investing or financing
activities may be reported on a net basis:

(@) cash receipts and payments on behalf of customers when the cash flows
reflect the activities of the customer rather than those of the entity; and

(b) cash receipts and payments for items in which the turnover is quick, the
amounts are large, and the maturities are short.

Examples of cash receipts and payments referred to in paragraph 22(a) are:

(a) the acceptance and repayment of demand deposits of a bank;
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(b) funds held for customers by an investment entity; and

(c) rents collected on behalf of, and paid over to, the owners of properties.

23A Examples of cash receipts and payments referred to in paragraph 22(b) are
advances made for, and the repayment of:

(a) principal amounts relating to credit card customers;

(b) the purchase and sale of investments; and

(c) other short-term borrowings, for example, those which have a maturity
period of three months or less.

Cash flows arising from each of the following activities of a financial
Institution may be reported on a net basis:

(a) cash receipts and payments for the acceptance and repayment of deposits
with a fixed maturity date;

(b) the placement of deposits with and withdrawal of deposits from other
financial institutions; and

(c) cash advances and loans made to customers and the repayment of those
advances and loans.

Foreign currency cash flows

Cash flows arising from transactions in a foreign currency shall be
recorded in an entity’s functional currency by applying to the foreign currency
amount the exchange rate between the functional currency and the foreign
currency at the date of the cash flow. The cash flows of a foreign subsidiary
shall be translated at the exchange rates between the functional currency and the
foreign currency at the dates of the cash flows.

Cash flows denominated in a foreign currency are reported in a manner

consistent with IAS 21 The Effects of Changes in Foreign Exchange Rates. This
permits the use of an exchange rate that approximates the actual rate. For
example, a weighted average exchange rate for a period may be used for
recording foreign currency transactions or the translation of the cash flows of a
foreign subsidiary.
However, IAS 21 does not permit use of the exchange rate at the end of the
reporting period when translating the cash flows of a foreign subsidiary.
Unrealised gains and losses arising from changes in foreign currency exchange
rates are not cash flows. However, the effect of exchange rate changes on cash
and cash equivalents held or due in a foreign currency is reported in the
statement of cash flows in order to reconcile cash and cash equivalents at the
beginning and the end of the period. This amount is presented separately from
cash flows from operating, investing and financing activities and includes the
differences, if any, had those cash flows been reported at end of period exchange
rates.

Interest and dividends

Cash flows from interest and dividends received and paid shall each be
disclosed separately. Each shall be classified in a consistent manner from period
to period as either operating, investing or financing activities.

The total amount of interest paid during a period is disclosed in the
statement of
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cash flows whether it has been recognised as an expense in profit or loss or
capitalised in accordance with 1AS 23 Borrowing Costs.

Interest paid and interest and dividends received are usually classified as
operating cash flows for a financial institution. However, there is no consensus
on the classification of these cash flows for other entities. Interest paid and
interest and dividends received may be classified as operating cash flows
because they enter into the determination of profit or loss. Alternatively, interest
paid and interest and dividends received may be classified as financing cash
flows and investing cash flows respectively, because they are costs of obtaining
financial resources or returns on investments.

Dividends paid may be classified as a financing cash flow because they
are a cost of obtaining financial resources. Alternatively, dividends paid may be
classified as a component of cash flows from operating activities in order to
assist users to determine the ability of an entity to pay dividends out of operating
cash flows.

Taxes on income

Cash flows arising from taxes on income shall be separately disclosed
and shall be classified as cash flows from operating activities unless they can be
specifically identified with financing and investing activities.

Taxes on income arise on transactions that give rise to cash flows that
are classified as operating, investing or financing activities in a statement of
cash flows. While tax expense may be readily identifiable with investing or
financing activities, the related tax cash flows are often impracticable to identify
and may arise in a different period from the cash flows of the underlying
transaction. Therefore, taxes paid are usually classified as cash flows from
operating activities.

However, when it is practicable to identify the tax cash flow with an
individual
transaction that gives rise to cash flows that are classified as investing or
financing activities the tax cash flow is classified as an investing or financing
activity as appropriate. When tax cash flows are allocated over more than one
class of activity, the total amount of taxes paid is disclosed.

Investments in subsidiaries, associates and joint ventures

When accounting for an investment in an associate, a joint venture or a
subsidiary accounted for by use of the equity or cost method, an investor
restricts its reporting in the statement of cash flows to the cash flows between
itself and the investee, for example, to dividends and advances.

An entity that reports its interest in an associate or a joint venture using
the equity method includes in its statement of cash flows the cash flows in
respect of its investments in the associate or joint venture, and distributions and
other payments or receipts between it and the associate or joint venture.

Changes in ownership interests in subsidiaries and other businesses The
aggregate cash flows arising from obtaining or losing control of subsidiaries or
other businesses shall be presented separately and classified as investing
activities.
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An entity shall disclose, in aggregate, in respect of both obtaining and losing
control of subsidiaries or other businesses during the period each of the
following:

(a) the total consideration paid or received,;

(b) the portion of the consideration consisting of cash and cash equivalents;

(c) the amount of cash and cash equivalents in the subsidiaries or other
businesses over which control is obtained or lost; and

(d) the amount of the assets and liabilities other than cash or cash equivalents in
the subsidiaries or other businesses over which control is obtained or lost,
summarised by each major category.

The separate presentation of the cash flow effects of obtaining or losing
control of subsidiaries or other businesses as single line items, together with the
separate disclosure of the amounts of assets and liabilities acquired or disposed
of, helps to distinguish those cash flows from the cash flows arising from the
other operating, investing and financing activities. The cash flow effects of
losing control are not deducted from those of obtaining control.

The aggregate amount of the cash paid or received as consideration for
obtaining or losing control of subsidiaries or other businesses is reported in the
statement of cash flows net of cash and cash equivalents acquired or disposed of
as part of such transactions, events or changes in circumstances.

A Cash flows arising from changes in ownership interests in a subsidiary

that do not result in a loss of control shall be classified as cash flows from
financing activities.
Changes in ownership interests in a subsidiary that do not result in a loss of
control, such as the subsequent purchase or sale by a parent of a subsidiary’s
equity instruments, are accounted for as equity transactions (see IFRS 10
Consolidated Financial Statements). Accordingly, the resulting cash flows are
classified in the same way as other transactions with owners described

Non-cash transactions

Investing and financing transactions that do not require the use of cash or
cash equivalents shall be excluded from a statement of cash flows. Such
transactions shall be disclosed elsewhere in the financial statements in a way
that provides all the relevant information about these investing and financing
activities.

Many investing and financing activities do not have a direct impact on
current cash flows although they do affect the capital and asset structure of an
entity. The exclusion of non-cash transactions from the statement of cash flows
Is consistent with the objective of a statement of cash flows as these items do not
involve cash flows in the current period. Examples of non-cash transactions are:
(a) the acquisition of assets either by assuming directly related liabilities or by
means of a finance lease;

(b) the acquisition of an entity by means of an equity issue; and
(c) the conversion of debt to equity.
Components of cash and cash equivalents
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An entity shall disclose the components of cash and cash equivalents and
shall present a reconciliation of the amounts in its statement of cash flows with
the equivalent items reported in the statement of financial position.

In view of the variety of cash management practices and banking
arrangements
around the world and in order to comply with IAS 1 Presentation of Financial
Statements, an entity discloses the policy which it adopts in determining the
composition of cash and cash equivalents.

The effect of any change in the policy for determining components of
cash and cash equivalents, for example, a change in the classification of
financial instruments previously considered to be part of an entity’s investment
portfolio, is reported in accordance with IAS 8 Accounting Policies, Changes in
Accounting
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IAS 7 Statement of Cash Flows

Objectives:

*To report the changes in cash and cash equivalents by a statement of
cash flows in terms of:

-Operating Activities;
-Investing Activities; and

-Financing Activities.

®0nozuka, T.



IAS 7 Statement of Cash Flows
Cash & Cash Equivalent:

*Cash equivalent includes:

- Bank overdraft
- Near-term investment held for less than 3 months (cash management

purpose)

Cash equivalent does not include:

- Instruments held for investment purposes
- Debt instruments with a maturity date more than 3 months

\

®Onozuka, T. 2

IAS 7 Statement of Cash Flows
Cash & Cash Equivalent:

Case

-XYZ Inc. as part of its cash management activities, invested $10M in
short-term bonds which will be redeemed within three months. To do so,
XYZ instructed its bank to use its time deposit with the bank.

-Determine how XYZ would treat in its cash flow statement the cash
outflow resulting from the investment of the funds in the 3 month bonds
and cash inflow resulting from the withdrawal of funds from the bank.

(Wiley IFRS Practical Implementation Guide & Workbook 2" Edition/ Abbas, Magnus & Graham)

®0nozuka, T.
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IAS 7 Statement of Cash Flows

Direct vs. Indirect Method:

*For the presentation of the cash flows from operating activities,

"entities are encouraged to report cash flows from operating activities

using the direct method.”

Direct Method

Cash Received from customers

Cash paid to suppliers of goods and services
Cash paid to employees

Income taxes paid

Net cash from operating activit

®0Onozuka, T.

$95
-50

-28

$12

Indirect Method
Profit reported
Adjustments:
Depreciation
Increase in account receivable

Increase in account payable

Net cash from operating activities
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IAS 7 Statement of Cash Flows

Direct vs. Indirect Method:
Example:
From the paper test at the time of selection:

Cash Flow Statements for the month of November 2012 Cash Flow Statements for the month of November 2012

$ Indirect Format $ Direct Format
Cash Flow from Operating Activities: Cash Flow from Operating activities:

Profit 200 Cash from sales proceeds 500

Inc. in A/C Pay 300
Net Cash from Operating Activities 500 Net Cash from Operating Activities 500
Cash Flow from Investing activities: Cash Flow from Investing activities:

Purchase of equipment (500) Purchase of equipment (500)
Net Cash from Investing Activities (500) Net Cash from Investing Activities (500)
Cash Flow from Financing activities: Cash Flow from Financing activities:

Cash from a owner 1,000 Cash from a owner 1,000

Cash from a bank borrowings 500 Cash from a bank borrowings 500
Net Cash from Financing Activities 1,500 Net Cash from Financing Activities 1,500
Net Change in Cash 1,500 Net Change in Cash 1,500
Cash Balnance as of Nov.1,2012 0 Cash Balnance as of Nov.1,2012 0
Cash Balance as of Nov.30, 2012 1,500 Cash Balance as of Nov.30, 2012 1,500

®Qnozuka, T,
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IAS 7 Statement of Cash Flows

Direct vs. Indirect Method:

Rule of thumb: Increase in assets— Negative effect to cash
Increase in liabilities — Positive effect to cash

Balance Sheet as of Nov. 30, 2012 Income Statement for the month of November 2012
€] $)
Assets: Oct. 31 Nov.30  Change Accrual Adjust  Cash
Cash 0 1500 1500 Sales 500 0 500
Equipment 0 500 (500) Investing Activity Cost of Goods Sold ~ (300) 300 0
Total Assets 0 2000 1000 Profit 200 300 500
Liabilities/ OE
A/C Payable 0 300 300 Operating Activitiy
Debt 0 500 500 Financing Activity
Paid in capital 0 1000 1000 Financing Activity
Retained earnings 0 200 200 Operating Activitiy
Total liablities + OE 0 2000 2000 Cash Flow Statements forlthe mdnth of November Z Cash Flow Statements for the month of b
$) Indirect Formjt %) Direct Fyrmat
Cash Flow from Operatiig Agtivities: Cash Flow from Opergting activities:
Profit 200 Cash from sales| 500
Inc. in A/C Pay 3
Net Cash from Ope 500 Net Cash from Ope 500

gl

®Onozuka, T.

IAS 7 Statement of Cash Flows

Business Activities:
*Operating Activities

- Principal revenue producing activities
*Investing Activities

- Acquisition and disposal of long-term assets and other investments not
included in cash equivalents

‘Financing Activities

- Those that result in changes in size and composition of the contributed
equity and borrowing of the entity

®0nozuka, T.
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IAS 7 Statement of Cash Flows

Quiz for Business Activities:

+  For each of the following activities, please identify which activity it
is, Operating, Financing or Investing Activity.

1. Goods were shipped to a customer in a neighboring state.

New manufacturing equipment was purchased for installation in the
factory.

Three new sales persons were hired.

A loan was obtained from a local bank.

A $500 down payment on goods sold was received from a customer.
The Human Resource department hired three new employees.

The company worn-out delivery truck was sold out to the junk yard for
$400.

8. The owner contributed more cash to business.
9. Refunds totaling $450 were given to several customers. 'j/a
10. The remaining balance of a loan was repaid in full.

N

NO O AW

®0nozuka, T.

IAS 7 Statement of Cash Flows
Specific Items:

‘Netting

- Generally, cash flows are reported on a gross basis.

Example, if an entity borrows $100,000 from a bank, and purchased a land
for $120,000

- Cash Flow from Investment Activities = $(120,000)
- Cash Flow from Financing Activities = $100,000

®0nozuka, T.

55



IAS 7 Statement of Cash Flows

Specific Items:

‘Netting

- However, the following two cases can be netted out.

+ Payment/receipt of cash on behalf of customers. (e.g., Credit Card Company)
+ Payment/receipt of cash happens close together. (e.g.., short-term loan, sub-
leasing)

- Credit companies received cash of $10M from the card holders, and
paid $7M to the member companies..

- Cash Flow from Operating activities: $3M collection from card holders, net
of the payment to member companies.

®0nozuka, T. 10

IAS 7 Statement of Cash Flows

Specific Items:

*Interest & Dividend

- Each shall be classified in a consistent manner from period to period as
either operating, investing or financing activities.

- There are no consensus on the classification.

- Many companies account for
Dividend received = Operating Activities

Activities
+ Interest Received = Operating Activities

But the above can be accounted for as Financing Activities.

®0Onozuka, T. 11
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IAS 7 Statement of Cash Flows

Specific Items:
*Non-cash Transactions

- TInvesting and financing transactions that have no cash flow effect are
not included on the statement of cash flows.

- Examples:

+ Acquiring property with issuance of share capital
+ Conversion of debt to equity (i.e. convertible bond)

®0nozuka, T. 1 2

IAS 7 Statement of Cash Flows
Specific Items:

*Quiz for Non-cash Transactions

Company A acquired Company B for $10M on December 1, 2012. In order

to acquire this company, Company A issued stocks of $10M to the existing
shareholders of Company B. How are these transactions accounted for in
the statement of cash flows??

a)Cash Flows from Investing Activities: $(10)M/Financing: $10M
b)No reporting in the statement of Cash flows
¢)No reporting but disclosed in the note

®0nozuka, T.
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Income Taxes (International Accounting Standard 12)
Plan:

1. Objective, Definitions

2. Tax base, Assets carried at fair value

3. Reassessment of unrecognised deferred tax assets
4. Disclosure

Objective-The objective of this Standard is to prescribe the accounting
treatment for income taxes. The principal issue in accounting for income taxes is
how to account for the current and future tax consequences of:

(@) the future recovery (settlement) of the carrying amount of assets (liabilities)
that are recognised in an entity’s statement of financial position; and

(b) transactions and other events of the current period that are recognised in an
entity’s financial statements.

It is inherent in the recognition of an asset or liability that the reporting
entity expects to recover or settle the carrying amount of that asset or liability. If
it is probable that recovery or settlement of that carrying amount will make
future tax payments larger (smaller) than they would be if such recovery or
settlement were to have no tax consequences, this Standard requires an entity to
recognise a deferred tax liability (deferred tax asset), with certain limited
exceptions. This Standard requires an entity to account for the tax consequences
of transactions and other events in the same way that it accounts for the
transactions and other events themselves. Thus, for transactions and other events
recognised in profit or loss, any related tax effects are also recognised in profit
or loss. For transactions and other events recognised outside profit or loss (either
in
other comprehensive income or directly in equity), any related tax effects are
also recognised outside profit or loss (either in other comprehensive income or
directly in equity, respectively). Similarly, the recognition of deferred tax assets
and liabilities in a business combination affects the amount of goodwill arising
in that business combination or the amount of the bargain purchase gain
recognised.

This Standard also deals with the recognition of deferred tax assets arising
from unused tax losses or unused tax credits, the presentation of income taxes in
the financial statements and the disclosure of information relating to income
taxes.

Scope- This Standard shall be applied in accounting for income taxes.
For the purposes of this Standard, income taxes include all domestic and foreign
taxes which are based on taxable profits. Income taxes also include taxes, such
as withholding taxes, which are payable by a subsidiary, associate or joint
arrangement on distributions to the reporting entity.

This Standard does not deal with the methods of accounting for
government grants (see IAS 20 Accounting for Government Grants and

58



Disclosure of Government Assistance) or investment tax credits. However, this
Standard does deal with the accounting for temporary differences that may arise
from such grants or investment tax credits.

Definitions

The following terms are used in this Standard with the meanings
specified:
Accounting profit is profit or loss for a period before deducting tax expense.
Taxable profit (tax loss) is the profit (loss) for a period, determined in
accordance with the rules established by the taxation authorities, upon which
Income taxes are payable (recoverable).
Tax expense (tax income) is the aggregate amount included in the determination
of profit or loss for the period in respect of current tax and deferred tax.
Current tax is the amount of income taxes payable (recoverable) in respect of
the taxable profit (tax loss) for a period.
Deferred tax liabilities are the amounts of income taxes payable in future
periods in respect of taxable temporary differences.
Deferred tax assets are the amounts of income taxes recoverable in future
periods in respect of:
(a) deductible temporary differences;
(b) the carryforward of unused tax losses; and
(c) the carryforward of unused tax credits.
Temporary differences are differences between the carrying amount of an asset
or liability in the statement of financial position and its tax base. Temporary
differences may be either:
(a) taxable temporary differences, which are temporary differences that will
result in taxable amounts in determining taxable profit (tax loss) of future
periods when the carrying amount of the asset or liability is recovered or settled,;
or
(b) deductible temporary differences, which are temporary differences that will
result in amounts that are deductible in determining taxable profit (tax loss) of
future periods when the carrying amount of the asset or liability is recovered or
settled.

The tax base of an asset or liability is the amount attributed to that asset or
liability for tax purposes.

Tax expense (tax income) comprises current tax expense (current tax
income) and
deferred tax expense (deferred tax income).

Tax base

The tax base of an asset is the amount that will be deductible for tax
purposes against any taxable economic benefits that will flow to an entity when
it recovers the carrying amount of the asset. If those economic benefits will not
be taxable, the tax base of the asset is equal to its carrying amount.

The tax base of a liability is its carrying amount, less any amount that
will be deductible for tax purposes in respect of that liability in future periods. In
the case of revenue which is received in advance, the tax base of the resulting
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liability is its carrying amount, less any amount of the revenue that will not be
taxable in future periods.

Where the tax base of an asset or liability is not immediately apparent, it
Is helpful to consider the fundamental principle upon which this Standard is
based: that an entity shall, with certain limited exceptions, recognise a deferred
tax liability (asset) whenever recovery or settlement of the carrying amount of
an asset or liability would make future tax payments larger (smaller) than they
would be if such recovery or settlement were to have no tax consequences.
Example C following paragraph 51A illustrates circumstances when it may be
helpful to consider this fundamental principle, for example, when the tax base of
an asset or liability depends on the expected manner of recovery or settlement.
In consolidated financial statements, temporary differences are determined by
comparing the carrying amounts of assets and liabilities in the consolidated
financial statements with the appropriate tax base. The tax base is determined by
reference to a consolidated tax return in those jurisdictions in which such a
return is filed. In other jurisdictions, the tax base is determined by reference to
the tax returns of each entity in the group.

Assets carried at fair value
20 IFRSs permit or require certain assets to be carried at fair value or to be
revalued (see, for example, IAS 16 Property, Plant and Equipment, IAS 38
Intangible Assets, IAS 40 Investment Property and IFRS 9 Financial
Instruments) . In some jurisdictions, the revaluation or other restatement of an
asset to fair value affects taxable profit (tax loss) for the current period. As a
result, the tax base of the asset is adjusted and no temporary difference arises. In
other jurisdictions, the revaluation or restatement of an asset does not affect
taxable profit in the period of the revaluation or restatement and, consequently,
the tax base of the asset is not adjusted. Nevertheless, the future recovery of the
carrying amount will result in a taxable flow of economic benefits to the entity
and the amount that will be deductible for tax purposes will differ from the
amount of those economic benefits. The difference between the carrying amount
of a revalued asset and its tax base is a temporary difference and gives rise to a
deferred tax liability or asset. This is true even if: (a) the entity does not intend
to dispose of the asset. In such cases, the revalued carrying amount of the asset
will be recovered through use and this will generate taxable income which
exceeds the depreciation that will be allowable for tax purposes in future
periods; or (b) tax on capital gains is deferred if the proceeds of the disposal of
the asset
are invested in similar assets. In such cases, the tax will ultimately become
payable on sale or use of the similar assets.

Goodwill-- Goodwill arising in a business combination is measured as the
excess of (a) over (b) below:
(a) the aggregate of:
(i) the consideration transferred measured in accordance with IFRS 3, which
generally requires acquisition-date fair value;
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(if) the amount of any non-controlling interest in the acquiree recognised in
accordance with IFRS 3; and

(iii) in a business combination achieved in stages, the acquisition-date fair value
of the acquirer’s previously held equity interest in the acquiree.

(b) the net of the acquisition-date amounts of the identifiable assets acquired and
liabilities assumed measured in accordance with IFRS 3.

Many taxation authorities do not allow reductions in the carrying amount
of goodwill as a deductible expense in determining taxable profit. Moreover, in
such jurisdictions, the cost of goodwill is often not deductible when a subsidiary
disposes of its underlying business. In such jurisdictions, goodwill has a tax base
of nil. Any difference between the carrying amount of goodwill and its tax base
of nil is a taxable temporary difference. However, this Standard does not permit
the recognition of the resulting deferred tax liability because goodwill is
measured as a residual and the recognition of the deferred tax liability would
increase the carrying amount of goodwill.

Initial recognition of an asset or liability

A temporary difference may arise on initial recognition of an asset or
liability, for
example if part or all of the cost of an asset will not be deductible for tax
purposes. The method of accounting for such a temporary difference depends on
the nature of the transaction that led to the initial recognition of the asset or
liability: (a) in a business combination, an entity recognises any deferred tax
liability or asset and this affects the amount of goodwill or bargain purchase
gain it recognises; (b) if the transaction affects either accounting profit or
taxable profit, an entity recognises any deferred tax liability or asset and
recognises the resulting deferred tax expense or income in profit or loss; (c) if
the transaction is not a business combination, and affects neither accounting
profit nor taxable profit, an entity would, in the absence of the exemption
provided

In accordance with 1AS 32 Financial Instruments: Presentation the issuer
of a compound financial instrument (for example, a convertible bond) classifies
the instrument’s liability component as a liability and the equity component as
equity. In some jurisdictions, the tax base of the liability component on initial
recognition is equal to the initial carrying amount of the sum of the liability and
equity components. The resulting taxable temporary difference arises from the
initial recognition of the equity component separately from the liability
component.

Unused tax losses and unused tax credits

A deferred tax asset shall be recognised for the carryforward of unused
tax losses and unused tax credits to the extent that it is probable that future
taxable profit will be available against which the unused tax losses and unused
tax credits can be utilised.

The criteria for recognising deferred tax assets arising from the
carryforward of
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unused tax losses and tax credits are the same as the criteria for recognising
deferred tax assets arising from deductible temporary differences. However, the
existence of unused tax losses is strong evidence that future taxable profit may
not be available. Therefore, when an entity has a history of recent losses, the
entity recognises a deferred tax asset arising from unused tax losses or tax
credits only to the extent that the entity has sufficient taxable temporary
differences or there is convincing other evidence that sufficient taxable profit
will be available against which the unused tax losses or unused tax credits can
be utilised by the entity.

An entity considers the following criteria in assessing the probability that
taxable profit will be available against which the unused tax losses or unused tax
credits can be utilised:

(a) whether the entity has sufficient taxable temporary differences relating to the
same taxation authority and the same taxable entity, which will result in taxable
amounts against which the unused tax losses or unused tax credits can be
utilised before they expire;

(b) whether it is probable that the entity will have taxable profits before the
unused tax losses or unused tax credits expire;

(c) whether the unused tax losses result from identifiable causes which are
unlikely to recur; and

(d) whether tax planning opportunities (see paragraph 30) are available to the
entity that will create taxable profit in the period in which the unused tax losses
or unused tax credits can be utilised.

To the extent that it is not probable that taxable profit will be available
against which the unused tax losses or unused tax credits can be utilised, the
deferred tax asset is not recognised.

Reassessment of unrecognised deferred tax assets

At the end of each reporting period, an entity reassesses unrecognised
deferred tax assets. The entity recognises a previously unrecognised deferred tax
asset to the extent that it has become probable that future taxable profit will
allow the deferred tax asset to be recovered. For example, an improvement in
trading conditions may make it more probable that the entity will be able to
generate sufficient taxable profit in the future for the deferred tax asset to meet
the recognition criteria. Another example is when an entity reassesses deferred
tax assets at the date of a business combination or subsequently.

Investments in subsidiaries, branches and associates and interests in
joint arrangements Temporary differences arise when the carrying amount of
investments in
subsidiaries, branches and associates or interests in joint arrangements (namely
the parent or investor’s share of the net assets of the subsidiary, branch,
associate or investee, including the carrying amount of goodwill) becomes
different from the tax base (which is often cost) of the investment or interest.
Such differences may arise in a number of different circumstances, for example:
(a) the existence of undistributed profits of subsidiaries, branches, associates and
joint arrangements;
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(b) changes in foreign exchange rates when a parent and its subsidiary are based
in different countries; and

(c) a reduction in the carrying amount of an investment in an associate to its
recoverable amount.

In consolidated financial statements, the temporary difference may be
different from the temporary difference associated with that investment in the
parent’s separate financial statements if the parent carries the investment in its
separate financial statements at cost or revalued amount.

An entity shall recognise a deferred tax liability for all taxable temporary
differences associated with investments in subsidiaries, branches and associates,
and interests in joint arrangements, except to the extent that both of the
following conditions are satisfied:

(a) the parent, investor, joint venturer or joint operator is able to control the
timing of the reversal of the temporary difference; and

(b) it is probable that the temporary difference will not reverse in the foreseeable
future.

As a parent controls the dividend policy of its subsidiary, it is able to
control the timing of the reversal of temporary differences associated with that
investment (including the temporary differences arising not only from
undistributed profits but also from any foreign exchange translation differences).
Furthermore, it would often be impracticable to determine the amount of income
taxes that would be payable when the temporary difference reverses. Therefore,
when the parent has determined that those profits will not be distributed in the
foreseeable future the parent does not recognise a deferred tax liability. The
same considerations apply to investments in branches.

The non-monetary assets and liabilities of an entity are measured in its
functional
currency (see 1AS 21 The Effects of Changes in Foreign Exchange Rates). If the
entity’s
taxable profit or tax loss (and, hence, the tax base of its non-monetary assets and
liabilities) is determined in a different currency, changes in the exchange rate
give rise to temporary differences that result in a recognised deferred tax
liability

An investor in an associate does not control that entity and is usually not
In a position to determine its dividend policy. Therefore, in the absence of an
agreement requiring that the profits of the associate will not be distributed in the
foreseeable future, an investor recognises a deferred tax liability arising from
taxable temporary differences associated with its investment in the associate. In
some cases, an investor may not be able to determine the amount of tax that
would be payable if it recovers the cost of its investment in an associate, but can
determine that it will equal or exceed a minimum amount. In such cases, the
deferred tax liability is measured at this amount.

The arrangement between the parties to a joint arrangement usually deals
with the distribution of the profits and identifies whether decisions on such
matters require the consent of all the parties or a group of the parties. When the
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joint venturer or joint operator can control the timing of the distribution of its
share of the profits of the joint arrangement and it is probable that its share of
the profits will not be distributed in the foreseeable future, a deferred tax
liability is not recognised.

An entity shall recognise a deferred tax asset for all deductible temporary
differences arising from investments in subsidiaries, branches and associates,
and interests in joint arrangements, to the extent that, and only to the extent that,
it is probable that:

(a) the temporary difference will reverse in the foreseeable future; and
(b) taxable profit will be available against which the temporary difference can be
utilised.

Deferred tax assets and liabilities shall not be discounted.

The reliable determination of deferred tax assets and liabilities on a
discounted basis requires detailed scheduling of the timing of the reversal of
each temporary difference. In many cases such scheduling is impracticable or
highly complex. Therefore, it is inappropriate to require discounting of deferred
tax assets and liabilities. To permit, but not to require, discounting would result
in deferred tax assets and liabilities which would not be comparable between
entities. Therefore, this Standard does not require or permit the discounting of
deferred tax assets and liabilities.

Temporary differences are determined by reference to the carrying

amount of an asset or liability. This applies even where that carrying amount is
itself determined on a discounted basis, for example in the case of retirement
benefit obligations (see IAS 19 Employee Benefits).
The carrying amount of a deferred tax asset shall be reviewed at the end of each
reporting period. An entity shall reduce the carrying amount of a deferred tax
asset to the extent that it is no longer probable that sufficient taxable profit will
be available to allow the benefit of part or all of that deferred tax asset to be
utilised. Any such reduction shall be reversed to the extent that it becomes
probable that sufficient taxable profit will be available

Current and deferred tax arising from share-based payment
transactions

A In some tax jurisdictions, an entity receives a tax deduction (ie an
amount that is deductible in determining taxable profit) that relates to
remuneration paid in shares, share options or other equity instruments of the
entity. The amount of that tax deduction may differ from the related cumulative
remuneration expense, and may arise in a later accounting period. For example,
In some jurisdictions, an entity may recognise an expense for the consumption
of employee services received as consideration for share options granted, in
accordance with IFRS 2 Share-based Payment, and not receive a tax deduction
until the share options are exercised, with the measurement of the tax deduction
based on the entity’s share price at the date of exercise.

Offset

An entity shall offset current tax assets and current tax liabilities if, and
only if, the entity:
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(@) has a legally enforceable right to set off the recognised amounts; and
(b) intends either to settle on a net basis, or to realise the asset and settle the
liability simultaneously.

Although current tax assets and liabilities are separately recognised and
measured they are offset in the statement of financial position subject to criteria
similar to those established for financial instruments in IAS 32. An entity will
normally have a legally enforceable right to set off a current tax asset against a
current tax liability when they relate to income taxes levied by the same taxation
authority and the taxation authority permits the entity to make or receive a single
net payment.

In consolidated financial statements, a current tax asset of one entity in a
group is offset against a current tax liability of another entity in the group if, and
only if, the entities concerned have a legally enforceable right to make or receive
a single net payment and the entities intend to make or receive such a net
payment or to recover the asset and settle the liability simultaneously.

An entity shall offset deferred tax assets and deferred tax liabilities if, and
only if:

(a) the entity has a legally enforceable right to set off current tax assets against
current tax liabilities; and

(b) the deferred tax assets and the deferred tax liabilities relate to income taxes
levied by the same taxation authority on either:

(i) the same taxable entity; or

(i) different taxable entities which intend either to settle current tax liabilities
and assets on a net basis, or to realise the assets and settle the liabilities
simultaneously, in each future period in which significant amounts of deferred
tax liabilities or assets are expected to be settled or recovered.

To avoid the need for detailed scheduling of the timing of the reversal of
each temporary difference, this Standard requires an entity to set off a deferred
tax asset against a deferred tax liability of the same taxable entity if, and only if,
they relate to income taxes levied by the same taxation authority and the entity
has a legally enforceable right to set off current tax assets against current tax
liabilities.

In rare circumstances, an entity may have a legally enforceable right of
set-off, and an intention to settle net, for some periods but not for others. In such
rare circumstances, detailed scheduling may be required to establish reliably
whether the deferred tax liability of one taxable entity will result in increased tax
payments in the same period in which a deferred tax asset of another taxable
entity will result in decreased payments by that second taxable entity.

Disclosure
The major components of tax expense (income) shall be disclosed
separately.

Components of tax expense (income) may include:
(a) current tax expense (income);
(b) any adjustments recognised in the period for current tax of prior periods;
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(c) the amount of deferred tax expense (income) relating to the origination and
reversal of temporary differences;

(d) the amount of deferred tax expense (income) relating to changes in tax rates
or the imposition of new taxes;

(e) the amount of the benefit arising from a previously unrecognised tax loss, tax
credit or temporary difference of a prior period that is used to reduce current tax
expense;

(f) the amount of the benefit from a previously unrecognised tax loss, tax credit
or temporary difference of a prior period that is used to reduce deferred tax
expense;

(g) deferred tax expense arising from the write-down, or reversal of a previous
write-down, of a deferred tax asset in accordance

(h) the amount of tax expense (income) relating to those changes in accounting
policies and errors that are included in profit or loss in accordance with IAS 8,
because they cannot be accounted for retrospectively.
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IAS 12 Income Taxes

What is Income Tax Accounting?

*Entities prepare tax returns each year to determine the amount of
tax payable (Tax base payable).

*On the other hand, entities prepares financial statements based on
accounting rules, and determine the amount of tax payable(Accounting
base payable).

y.
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IAS 12 Income Taxes

Example

For financial reporting purpose, Company A earned the service revenue of $1M in 2012.
The expenses were $600K. With the effective tax rate of 30%, the Accounting base
payable is $120K.

For tax return purpose, $100K of the service revenue will be shifted from 2012 taxable
income to 2013 taxable income since they will be recognized based on cash receipt basis.
The Tax base payable is $90K.

For financial reporting purpose, the delta of $30K will be recognized as deferred tax
expense and liability.

Dr. Current Tax Expense(E)  $90,000
Deferred Tax Expense (E) $30,000
Cr. Current Tax Payable (L) $90,000
Deferred Tax Liability(L) $30,000

®Onozuka, T.

IAS 12 Income Taxes

Example

For financial reporting purpose, Company A earned the service revenue of $1M in 2012.
The expenses were $600K. With the effective tax rate of 30%, the Accounting base
payable is $120K.

For tax return purpose, $100K of the expenses must be excluded from taxable income in
2012 as they will be recognized based on cash receipt basis. The Tax base payable is
$150K.

For financial reporting purpose, the delta of $30K will be recognized as deferred tax asset
and the deferred tax expense will be credited.

Dr. Current Tax Expense(E) $150,000

Deferred Tax Asset (A)  $30,000 .
Cr. Current Tax Payable (L) $150,000
Deferred Tax Expense(E) $30,000 .\

®0nozuka, T.
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IAS 12 Income Taxes

Again..B/S

*IAS 12 uses a balance sheet approach, instead of using revenue and
expense in an income statement.

*The recovery of an asset in future results in the entity having to pay
additional tax, this effect must be recognized as a deferred tax
liability. (Increase in assets .. Increase in taxable income..More tax
expense)

*The settlement of a liability in future results in the entity paying less
tax, this effect must be recognized as a deferred tax asset. (Increase
in liability ....Decrease in taxable income....less tax expense)

®0nozuka, T.

IAS 12 Income Taxes

Tax Base vs. Accounting Base as Rule of Thumb

- Accounting base

* The carrying amount of assets and liabilities in an entity's balance sheet for
financial accounting purposes.

- Tax base

* The value of assets or liabilities which are currently taxable or deductible
for tax purposes.

é
n
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IAS 12 Income Taxes

Tax base

*A machine cost 100. For tax purposes, depreciation of 30 has already been
deducted in the current and prior periods and the remaining cost will be
deductible in future periods.

*Suppose the entity needs to be liquidated now, what is the taxable value for
this machine for tax purposes?

*The tax base of the machine is 70.

®0nozuka, T.

IAS 12 Income Taxes

Tax base

‘Interest receivable has a carrying amount of 100. The related interest
revenue will be taxed on a cash basis.

*Suppose the entity needs to be liquidated now, what is the taxable value for
this interest receivable for tax purposes?

*The tax base of the interest receivable is nil.

®0nozuka, T.
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IAS 12 Income Taxes

Tax base

*Trade receivables have a carrying amount of 100. The related revenue has
already been included in taxable profit (or tax loss).

Suppose the entity needs to be liquidated now, what is the deductible value for
this trade receivables for tax purposes?

*As it was already taken into account for tax purposes, it will be deducted from
the taxable income. As such, the tax base of the trade receivables is 100.

®0Onozuka, T.

IAS 12 Income Taxes

Tax base

*Dividends receivable from a subsidiary have a carrying amount of 100. The
dividends are not taxable.

*Suppose the entity needs to be liquidated now, what is the deductible value for
this dividend receivables for tax purposes?

*The dividend receivable will be deducted from the taxable income.
Consequently, the tax base of the dividends receivable is 100.

®0nozuka, T.
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IAS 12 Income Taxes

Tax base

*Current liabilities include accrued expenses with a carrying amount of 100. The
related expense will be deducted for tax purposes on a cash basis.

*Suppose the entity needs to be liquidated now, what is the deductible value for
this accrued expenses for tax purposes?

« It cannot be deducted from the taxable income. Therefore, the tax base of
the accrued expenses is nil.

®0nozuka, T.
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IAS 12 Income Taxes

Tax base

*Current liabilities include interest revenue received in advance, with a carrying
amount of 100. The related interest revenue was taxed on a cash basis.

*Suppose the entity needs to be liquidated now, what is the taxable value for
this interest revenue received in advance for tax purposes?

*As it was already taxed for tax purposes, the tax base of the interest
received in advance is nil.

®0nozuka, T.

1

72



IAS 12 Income Taxes

Tax base

*Current liabilities include accrued fines and penalties with a carrying amount
of 100. Fines and penalties are not deductible for tax purposes.

Suppose the entity needs to be liquidated now, what is the taxable value for
this accrued fines and penalties for tax purposes?

*As it is not deductible from the taxable income, and is added to the taxable
income. The tax base of the accrued fines and penalties is 100.

®0Onozuka, T.
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IAS 12 Income Taxes

Tax Base vs. Accounting Base as Rule of Thumb

*Why might there be future tax consequence?

- Accounting base - the carrying amount of assets and liabilities.

t

DIFFERENT

J

- Tax base - the carrying amount of assets and liabilities.

®Onozuka, T.
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IAS 12 Income Taxes

Tax Base vs. Accounting Base as Rule of Thumb

*Accounting base of assets > Tax base of assets

- Deferred Tax Liability to be recognized

*Accounting base of liabilities > Tax base of liabilities

- Deferred Tax Assets to be recognized

@'v"hvv"""vv'@
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IAS 12 Income Taxes

Tax Base vs. Accounting Base as Rule of Thumb

*Accounting base of assets < Tax base of assets

- Deferred Tax Assets to be recognized

*Accounting base of liabilities < Tax base of liabilities

- Deferred Tax Liabilities to be recognized

e
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IAS 8 Accounting Policies, Changes in Accounting Estimates and Errors

Tax Base vs. Accounting Base as Rule of Thumb

Accounting Base Tax Base GTL or DTA™
Assets > Assets => DTL
Assets < Assets => bDTA
Assets = Assets => MNo entries

Liabilities > Liabilities => bTA

Liabilities < Liabilities => DTL

Liabilities = Liabilities = Mo entries
* DTL = Deferred Tax Liabilities

bDTA= Deferred Tax Assets

®0nozuka, T.

IAS 12 Income Taxes

Examples

*Accounting base asset > Tax base asset

- Trade A/C Receivable to customer A
Accounting $1,000K (per accrual basis)
Tax O (per cash basis)

-. Deferred Tax Liability

- ($1,000K - $0) x 30% = $300K

Dr. Deferred Tax Expense $300K
Cr. Deferred Tax Liability ~ $300K

At the time that the customer A paid cash, tax consequence takes place.

®0nozuka, T.
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IAS 12 Income Taxes

Examples

*Accounting base asset < Tax base asset

- Delivery truck carrying value
Accounting $700K (per straight-line depreciation)
Tax $1,000K (per double-declining balance)

.. Deferred Tax Asset

- ($700K - $1,000K) x 30% = -$90K V59955

o)

If the delivery van is sold next fiscal year, then, the difference of $300K is subject to reduction in tax.

Dr. Deferred Tax Asset $90K
Cr. Deferred Tax Expense  $90K

®0Onozuka, T. 18

IAS 12 Income Taxes

Examples

*Accounting base liability > Tax base liability

- Wage Payable to President of Company A
Accounting $1,000K (per accrual basis)
Tax OK ( per cash basis)

.. Deferred Tax Asset

- ($1,000K - $0) x 30% = $300K

Dr. Deferred Tax Asset $300K
Cr. Deferred Tax Expense = $300K

When the wage is paid to the president in future, the tax expense be credited.

®0nozuka, T. 19
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IAS 12 Income Taxes

Examples

*Accounting base liability < Tax base liability

- The research & development liability
- Accounting $800K (per accrual basis)
+ Tax $1,000K ( per special tax rule)

-. Deferred Tax Liability

- ($800K - $1,000) x 30% = -$60K

- Dr. Deferred Tax Expense $60K
Cr. Deferred Tax Liability $60K

If the delivery van is sold next fiscal year, then, the difference of $300K is subject to reduction in tax.

®0nozuka, T. 20

IAS 12 Income Taxes

Examples

*Accounting base asset = Tax base asset

- The dividend receivable
Accounting  $1,000K (no tax imposed)
+ Tax $1,000K (ho tax imposed)

*. No Deferred Tax Liability or Deferred Tax Asset

- ($1,000K - $1,000) x 30% = -$0

®0nozuka, T. 21
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IAS 12 Income Taxes

Examples

*Accounting base liability = Tax base liability

- The penalty fee imposed for delinquent tax payment
- Accounting  $800K (no tax deductible)
- Tax $800K (no tax deductible)

*. No Deferred Tax Liability or Deferred Tax Asset

- ($800K - $800) x 30% = -$0

®0nozuka, T. 2 2

IAS 12 Income Taxes

Summary of Accounting Process for Deferred Tax

Determine the tax base of the assets and liabilities in B/S.
Compare the carrying amount in the balance sheet with the tax base.
-Identify the femporary differences.

*Apply the tax rate to the temporary differences.

Determine the change between opening & closing deferred tax
balance.

*Recognize the net change in deferred taxation.

®0nozuka, T.
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Property, Plant and Equipment (International Accounting Standard 16)
Plan:

Objective, Definitions

Initial costs

Measurement at recognition

Depreciation

> wn e

Objective The objective of this Standard is to prescribe the accounting
treatment for property, plant and equipment so that users of the financial
statements can discern information about an entity’s investment in its property,
plant and equipment and the changes in such investment. The principal issues in
accounting for property, plant and equipment are the recognition of the assets,
the determination of their carrying amounts and the depreciation charges and
Impairment losses to be recognised in relation to them.

Scope This Standard shall be applied in accounting for property,
plant and equipment except when another Standard requires or permits a
different accounting treatment.

This Standard does not apply to:

(a) property, plant and equipment classified as held for sale in accordance with
IFRS 5 Non-current Assets Held for Sale and Discontinued Operations;

(b) biological assets related to agricultural activity (see IAS 41 Agriculture);

(c) the recognition and measurement of exploration and evaluation assets (see
IFRS 6 Exploration for and Evaluation of Mineral Resources); or

(d) mineral rights and mineral reserves such as oil, natural gas and similar non-
regenerative resources.

However, this Standard applies to property, plant and equipment used to develop
or maintain the assets described in (b)—(d).

Other Standards may require recognition of an item of property, plant and
equipment based on an approach different from that in this Standard. For
example, IAS 17 Leases requires an entity to evaluate its recognition of an item
of leased property, plant and equipment on the basis of the transfer of risks and
rewards. However, in such cases other aspects of the accounting treatment for
these assets, including depreciation, are prescribed by this Standard.

An entity using the cost model for investment property in accordance
with IAS 40 Investment Property shall use the cost model in this Standard.

Definitions
The following terms are used in this Standard with the meanings specified:
Carrying amount is the amount at which an asset is recognised after deducting
any accumulated depreciation and accumulated impairment losses.

Cost is the amount of cash or cash equivalents paid or the fair value of the
other consideration given to acquire an asset at the time of its acquisition or
construction or, where applicable, the amount attributed to that asset when
initially recognised in accordance with the specific requirements of other IFRSs,
eg IFRS 2 Share-based Payment.
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Depreciable amount is the cost of an asset, or other amount substituted for
cost, less its residual value.

Depreciation is the systematic allocation of the depreciable amount of an
asset over its useful life.

Entity-specific value is the present value of the cash flows an entity
expects to arise from the continuing use of an asset and from its disposal at the
end of its useful life or expects to incur when settling a liability.

Fair value is the price that would be received to sell an asset or paid to
transfer a
liability in an orderly transaction between market participants at the
measurement date. (See IFRS 13 Fair Value Measurement.)

An impairment loss is the amount by which the carrying amount of an
asset exceeds its recoverable amount.

Property, plant and equipment are tangible items that:

(a) are held for use in the production or supply of goods or services, for rental to
others, or for administrative purposes; and
(b) are expected to be used during more than one period.

Recoverable amount is the higher of an asset’s fair value less costs to sell
and its value in use.

The residual value of an asset is the estimated amount that an entity
would currently obtain from disposal of the asset, after deducting the estimated
costs of disposal, if the asset were already of the age and in the condition
expected at the end of its useful life.

Useful life is:

(@) the period over which an asset is expected to be available for use by an
entity; or

(b) the number of production or similar units expected to be obtained from the
asset by an entity.

Recognition - The cost of an item of property, plant and equipment shall be
recognised as an

asset if, and only if:

(a) it is probable that future economic benefits associated with the item will flow
to the entity; and

(b) the cost of the item can be measured reliably.

Spare parts and servicing equipment are usually carried as inventory and
recognised in profit or loss as consumed. However, major spare parts and stand-
by equipment qualify as property, plant and equipment when an entity expects to
use them during more than one period. Similarly, if the spare parts and servicing
equipment can be used only in connection with an item of property, plant and
equipment, they are accounted for as property, plant and equipment.

This Standard does not prescribe the unit of measure for recognition, ie
what constitutes an item of property, plant and equipment. Thus, judgement is
equired in applying the recognition criteria to an entity’s specific circumstances.
It may be appropriate to aggregate individually insignificant items, such as
moulds, tools and dies, and to apply the criteria to the aggregate value. An
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entity evaluates under this recognition principle all its property, plant and
equipment costs at the time they are incurred. These costs include costs incurred
initially to acquire or construct an item of property, plant and equipment and
costs incurred subsequently to add to, replace part of, or service it.

Initial costs

Items of property, plant and equipment may be acquired for safety or
environmental reasons. The acquisition of such property, plant and equipment,
although not directly increasing the future economic benefits of any particular
existing item of property, plant and equipment, may be necessary for an entity to
obtain the future economic benefits from its other assets. Such items of property,
plant and equipment qualify for recognition as assets because they enable an
entity to derive future economic benefits from related assets in excess of what
could be derived had those items not been acquired. For example, a chemical
manufacturer may install new chemical handling processes to comply with
environmental requirements for the production and storage of dangerous
chemicals; related plant ehancements are recognised as an asset because without
them the entity is unable to manufacture and sell chemicals. However, the
resulting carrying amount of such an asset and related assets is reviewed for
impairment in accordance with 1AS 36 Impairment of Assets.

Subsequent costs

Under the recognition principle in paragraph 7, an entity does not
recognise in the carrying amount of an item of property, plant and equipment the
costs of the day-to-day servicing of the item. Rather, these costs are recognised
in profit or loss as incurred. Costs of day-to-day servicing are primarily the costs
of labour and consumables, and may include the cost of small parts. The purpose
of these expenditures is often described as for the ‘repairs and maintenance’ of
the item of property, plant and equipment.

Parts of some items of property, plant and equipment may require
replacement at regular intervals. For example, a furnace may require relining
after a specified number of hours of use, or aircraft interiors such as seats and
galleys may require replacement several times during the life of the airframe.
Items of property, plant and equipment may also be acquired to make a less
frequently recurring replacement, such as replacing the interior walls of a
building, or to make a
nonrecurring replacement. Under the recognition principle in paragraph 7, an
entity recognises in the carrying amount of an item of property, plant and
equipment the cost of replacing part of such an item when that cost is incurred if
the recognition criteria are met. The carrying amount of those parts that are
replaced is derecognised in accordance with the deracination provisions.

A condition of continuing to operate an item of property, plant and
equipment (for example, an aircraft) may be performing regular major
inspections for faults regardless of whether parts of the item are replaced. When
each major inspection is performed, its cost is recognised in the carrying amount
of the item of property, plant and equipment as a replacement if the recognition
criteria are satisfied. Any remaining carrying amount of the cost of the previous
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inspection (as distinct from physical parts) is derecognised. This occurs
regardless of whether the cost of the previous inspection was identified in the
transaction in which the item was acquired or constructed. If necessary, the
estimated cost of a future similar inspection may be used as an indication of
what the cost of the existing inspection component was when the item was
acquired or constructed.

Measurement at recognition

An item of property, plant and equipment that qualifies for
recognition as an asset shall be measured at its cost.

Elements of cost - The cost of an item of property, plant and equipment
comprises:

(a) its purchase price, including import duties and non-refundable purchase taxes,
after deducting trade discounts and rebates.

(b) any costs directly attributable to bringing the asset to the location and
condition necessary for it to be capable of operating in the manner intended by
management.

(c) the initial estimate of the costs of dismantling and removing the item and
restoring the site on which it is located, the obligation for which an entity incurs
either when the item is acquired or as a consequence of having used the item
during a particular period for purposes other than to produce inventories during
that period.

Examples of directly attributable costs are:

(a) costs of employee benefits (as defined in IAS 19 Employee Benefits) arising
directly from the construction or acquisition of the item of property, plant and
equipment;

(b) costs of site preparation;

(c) initial delivery and handling costs;

(d) installation and assembly costs;

(e) costs of testing whether the asset is functioning properly, after deducting the
net proceeds from selling any items produced while bringing the asset to that
location and condition (such as samples produced when testing equipment); and
(f) professional fees.

An entity applies IAS 2 Inventories to the costs of obligations for
dismantling, removing and restoring the site on which an item is located that are
incurred during a particular period as a consequence of having used the item to
produce inventories during that period. The obligations for costs accounted for
in accordance with IAS 2 or IAS 16 are recognised and measured in accordance
with IAS 37 Provisions, Contingent Liabilities and Contingent Assets.

Examples of costs that are not costs of an item of property, plant and
equipment are:

(a) costs of opening a new facility;

(b) costs of introducing a new product or service (including costs of advertising
and promotional activities);

(c) costs of conducting business in a new location or with a new class of
customer (including costs of staff training); and
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(d) administration and other general overhead costs.

Recognition of costs in the carrying amount of an item of property, plant
and equipment ceases when the item is in the location and condition necessary
for it to be capable of operating in the manner intended by management.
Therefore, costs incurred in using or redeploying an item are not included in the
carrying amount of that item. For example, the following costs are not included
in the carrying amount of an item of property, plant and equipment:

(a) costs incurred while an item capable of operating in the manner intended by
management has yet to be brought into use or is operated at less than full
capacity;

(b) initial operating losses, such as those incurred while demand for the item’s
output builds up; and

(c) costs of relocating or reorganising part or all of an entity’s operations.

Some operations occur in connection with the construction or
development of an item of property, plant and equipment, but are not necessary
to bring the item to the location and condition necessary for it to be capable of
operating in the manner intended by management. These incidental operations
may occur before or during the construction or development activities. For
example, income may be earned through using a building site as a car park until
construction starts. Because incidental operations are not necessary to bring an
item to the location and condition necessary for it to be capable of operating in
the manner intended by management, the income and related expenses of
incidental operations are recognised in profit or loss and included in their
respective classifications of income and expense.

The cost of a self-constructed asset is determined using the same
principles as for an acquired asset. If an entity makes similar assets for sale in
the normal course of business, the cost of the asset is usually the same as the
cost of constructing an asset for sale (see 1AS 2). Therefore, any internal profits
are eliminated in arriving at such costs. Similarly, the cost of abnormal amounts
of wasted material, labour, or other resources incurred in self-constructing an
asset is not included in the cost of the asset. IAS 23 Borrowing Costs establishes
criteria for the recognition of interest as a component of the carrying amount of
a self-constructed item of property, plant and equipment.

Measurement of cost

The cost of an item of property, plant and equipment is the cash price
equivalent at the recognition date. If payment is deferred beyond normal credit
terms, the difference between the cash price equivalent and the total payment is
recognised as interest over the period of credit unless such interest is capitalised
in accordance with IAS 23.

One or more items of property, plant and equipment may be acquired in
exchange for a non-monetary asset or assets, or a combination of monetary and
non-monetary assets. The following discussion refers simply to an exchange of
one non-monetary asset for another, but it also applies to all exchanges
described in the preceding sentence. The cost of such an item of property, plant
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and equipment is measured at fair value unless (a) the exchange transaction
lacks

commercial substance or (b) the fair value of neither the asset received nor the
asset given up is reliably measurable. The acquired item is measured in this way
even if an entity cannot immediately derecognise the asset given up. If the
acquired item is not measured at fair value, its cost is measured at the carrying
amount of the asset given up.

An entity determines whether an exchange transaction has commercial
substance by considering the extent to which its future cash flows are expected
to change as a result of the transaction. An exchange transaction has commercial
substance if:

(@) the configuration (risk, timing and amount) of the cash flows of the asset
received differs from the configuration of the cash flows of the asset transferred;
or

(b) the entity-specific value of the portion of the entity’s operations affected by
the transaction changes as a result of the exchange; and

(c) the difference in (a) or (b) is significant relative to the fair value of the assets
exchanged.

For the purpose of determining whether an exchange transaction has
commercial substance, the entity-specific value of the portion of the entity’s
operations affected by the transaction shall reflect post-tax cash flows. The
result of these analyses may be clear without an entity having to perform
detailed calculations.

The fair value of an asset is reliably measurable if (a) the variability in
the range of reasonable fair value measurements is not significant for that asset
or (b) the probabilities of the various estimates within the range can be
reasonably assessed and used when measuring fair value. If an entity is able to
measure reliably the fair value of either the asset received or the asset given up,
then the fair value of the asset given up is used to measure the cost of the asset
received unless the fair value of the asset received is more clearly evident.

The cost of an item of property, plant and equipment held by a lessee
under a finance lease is determined in accordance with 1AS 17.

The carrying amount of an item of property, plant and equipment may be
reduced by government grants in accordance with IAS 20 Accounting for
Government Grants and Disclosure of Government Assistance.

Measurement after recognition

An entity shall choose either the cost model in paragraph 30 or the
revaluation model in paragraph 31 as its accounting policy and shall apply that
policy to an entire class of property, plant and equipment.

Cost model-After recognition as an asset, an item of property, plant and
equipment shall be carried at its cost less any accumulated depreciation and any
accumulated impairment losses.

Revaluation model - After recognition as an asset, an item of property,
plant and equipment whose fair value can be measured reliably shall be carried
at a revalued amount, being its fair value at the date of the revaluation less any
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subsequent accumulated depreciation and subsequent accumulated impairment
losses. Revaluations shall be made with sufficient regularity to ensure that the
carrying amount does not differ materially from that which would be determined
using fair value at the end of the reporting period.

The frequency of revaluations depends upon the changes in fair values of
the items of property, plant and equipment being revalued. When the fair value
of a revalued asset differs materially from its carrying amount, a further
revaluation is required. Some items of property, plant and equipment experience
significant and volatile changes in fair value, thus necessitating annual
revaluation. Such frequent revaluations are unnecessary for items of property,
plant and equipment with only insignificant changes in fair value. Instead, it
may be necessary to revalue the item only every three or five years.

When an item of property, plant and equipment is revalued, any

accumulated depreciation at the date of the revaluation is treated in one of the
following ways: (a) restated proportionately with the change in the gross
carrying amount of the asset so that the carrying amount of the asset after
revaluation equals its revalued amount. This method is often used when an asset
is revalued by means of applying an index to determine its depreciated
replacement cost (see IFRS 13).
(b) eliminated against the gross carrying amount of the asset and the net amount
restated to the revalued amount of the asset. This method is often used for
buildings. The amount of the adjustment arising on the restatement or
elimination of accumulated depreciation forms.

If an item of property, plant and equipment is revalued, the entire
class of property, plant and equipment to which that asset belongs shall be
revalued.

A class of property, plant and equipment is a grouping of assets of a
similar nature and use in an entity’s operations. The following are examples of
separate classes:

(@) land;

(b) land and buildings;

(c) machinery;

(d) ships;

(e) aircraft;

(f) motor vehicles;

(g) furniture and fixtures; and
(h) office equipment.

The items within a class of property, plant and equipment are revalued
simultaneously to avoid selective revaluation of assets and the reporting of
amounts in the financial statements that are a mixture of costs and values as at
different dates. However, a class of assets may be revalued on a rolling basis
provided revaluation of the class of assets is completed within a short period and
provided the revaluations are kept up to date.

If an asset’s carrying amount is increased as a result of a revaluation, the
increase shall be recognised in other comprehensive income and accumulated in
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equity under the heading of revaluation surplus. However, the increase shall be
recognised in profit or loss to the extent that it reverses a revaluation decrease of
the same asset previously recognised in profit or loss.

If an asset’s carrying amount is decreased as a result of a revaluation, the
decrease shall be recognised in profit or loss. However, the decrease shall be
recognised in other comprehensive income to the extent of any credit balance
existing in the revaluation surplus in respect of that asset. The decrease
recognised in other comprehensive income reduces the amount accumulated in
equity under the heading of revaluation surplus.

The revaluation surplus included in equity in respect of an item of
property, plant and equipment may be transferred directly to retained earnings
when the asset is derecognised. This may involve transferring the whole of the
surplus when the asset is retired or disposed of. However, some of the surplus
may be transferred as the asset is used by an entity. In such a case, the amount of
the surplus transferred would be the difference between depreciation based on
the revalued carrying amount of the asset and depreciation based on the asset’s
original cost. Transfers from revaluation surplus to retained earnings are not
made through profit or loss.

The effects of taxes on income, if any, resulting from the revaluation of
property, plant and equipment are recognised and disclosed in accordance with
IAS 12 Income Taxes.

Depreciation

Each part of an item of property, plant and equipment with a cost
that is significant in relation to the total cost of the item shall be depreciated
separately.

An entity allocates the amount initially recognised in respect of an item
of property, plant and equipment to its significant parts and depreciates
separately each such part. For example, it may be appropriate to depreciate
separately the airframe and engines of an aircraft, whether owned or subject to a
finance lease. Similarly, if an entity acquires property, plant and equipment
subject to an operating lease in which it is the lessor, it may be appropriate to
depreciate separately amounts reflected in the cost of that item that are
attributable to favourable or unfavourable lease terms relative to market terms.

A significant part of an item of property, plant and equipment may have a
useful life and a depreciation method that are the same as the useful life and the
depreciation method of another significant part of that same item. Such parts
may be grouped in determining the depreciation charge. To the extent that an
entity depreciates separately some parts of an item of property, plant and
equipment, it also depreciates separately the remainder of the item. The
remainder consists of the parts of the item that are individually not significant. If
an entity has varying expectations for these parts, approximation techniques may
be necessary to depreciate the remainder in a manner that faithfully represents
the consumption pattern and/or useful life of its parts. An entity may choose to
depreciate separately the parts of an item that do not have a cost that is
significant in relation to the total cost of the item.
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The depreciation charge for each period shall be recognised in profit
or loss
unless it is included in the carrying amount of another asset.

The depreciation charge for a period is usually recognised in profit or loss.
However, sometimes, the future economic benefits embodied in an asset are
absorbed in producing other assets. In this case, the depreciation charge
constitutes part of the cost of the other asset and is included in its carrying
amount. For example, the depreciation of manufacturing plant and equipment is
included in the costs of conversion of inventories (see IAS 2). Similarly,
depreciation of property, plant and equipment used for development activities
may be included in the cost of an intangible asset recognised in accordance with
IAS 38 Intangible Assets.

Depreciable amount and depreciation period

The depreciable amount of an asset shall be allocated on a systematic
basis over its useful life. The residual value and the useful life of an asset shall
be reviewed at least at each financial year-end and, if expectations differ from
previous estimates, the change(s) shall be accounted for as a change in an
accounting estimate in accordance with 1AS 8 Accounting Policies, Changes in
Accounting Estimates and

Errors.

Depreciation is recognised even if the fair value of the asset exceeds its
carrying amount, as long as the asset’s residual value does not exceed its
carrying amount. Repair and maintenance of an asset do not negate the need to
depreciate it. The depreciable amount of an asset is determined after deducting
its residual value. In practice, the residual value of an asset is often insignificant
and therefore immaterial in the calculation of the depreciable amount.

The residual value of an asset may increase to an amount equal to or
greater than the asset’s carrying amount. If it does, the asset’s depreciation
charge is zero unless and until its residual value subsequently decreases to an
amount below the asset’s carrying amount.

Depreciation of an asset begins when it is available for use, ie when it is
in the location and condition necessary for it to be capable of operating in the
manner intended by management. Depreciation of an asset ceases at the earlier
of the date that the asset is classified as held for sale (or included in a disposal
group that is classified as held for sale) in accordance with IFRS 5 and the date
that the asset is derecognised. Therefore, depreciation does not cease when the
asset becomes idle or is retired from active use unless the asset is fully
depreciated. However, under usage methods of depreciation the depreciation
charge can be zero while there is no production.

The future economic benefits embodied in an asset are consumed by an
entity principally through its use. However, other factors, such as technical or
commercial obsolescence and wear and tear while an asset remains idle, often
result in the diminution of the economic benefits that might have been obtained
from the asset. Consequently, all the following factors are considered in
determining the useful life of an asset:
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(a) expected usage of the asset. Usage is assessed by reference to the asset’s
expected capacity or physical output.

(b) expected physical wear and tear, which depends on operational factors such
as the number of shifts for which the asset is to be used and the repair and
maintenance programme, and the care and maintenance of the asset while idle.
(c) technical or commercial obsolescence arising from changes or improvements
in production, or from a change in the market demand for the product or service
output of the asset.

(d) legal or similar limits on the use of the asset, such as the expiry dates of
related leases.

The useful life of an asset is defined in terms of the asset’s expected
utility to the entity. The asset management policy of the entity may involve the
disposal of assets after a specified time or after consumption of a specified
proportion of the future economic benefits embodied in the asset. Therefore, the
useful life of an asset may be shorter than its economic life. The estimation of
the useful life of the asset is a matter of judgement based on the experience of
the entity with similar assets.

Land and buildings are separable assets and are accounted for separately,
even when they are acquired together. With some exceptions, such as quarries
and sites used for landfill, land has an unlimited useful life and therefore is not
depreciated. Buildings have a limited useful life and therefore are depreciable
assets. An increase in the value of the land on which a building stands does not
affect the determination of the depreciable amount of the building.

If the cost of land includes the costs of site dismantlement, removal and
restoration, that portion of the land asset is depreciated over the period of
benefits obtained by incurring those costs. In some cases, the land itself may
have a limited useful life, in which case it is depreciated in a manner that reflects
the benefits to be derived from it.

Depreciation method

The depreciation method used shall reflect the pattern in which the
asset’s future
economic benefits are expected to be consumed by the entity. The depreciation
method applied to an asset shall be reviewed at least at each  financial  year-
end and, if there has been a significant change in the expected pattern of
consumption of the future economic benefits embodied in the asset, the method
shall be changed to reflect the changed pattern. Such a change shall be
accounted for as a change in an accounting estimate in accordance with IAS 8.

variety of depreciation methods can be used to allocate the depreciable
amount of an asset on a systematic basis over its useful life. These methods
include the straight-line method, the diminishing balance method and the units
of production method. Straight-line depreciation results in a constant charge
over the useful life if the asset’s residual value does not change. The diminishing
balance method results in a decreasing charge over the useful life. The units of
production method results in a charge based on the expected use or output.
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The entity selects the method that most closely reflects the expected
pattern of consumption of the future economic benefits embodied in the asset.
That method is applied consistently from period to period unless there is a
change in the expected pattern of consumption of those future economic benefits.

Impairment

To determine whether an item of property, plant and equipment is
Impaired, anentity applies IAS 36 Impairment of Assets. That Standard explains
how an entity reviews the carrying amount of its assets, how it determines
the recoverable  amount of an asset, and when it recognises, or reverses the
recognition of, an impairment loss.

Compensation for impairment

Compensation from third parties for items of property, plant and
equipment that were impaired, lost or given up shall be included in profit or loss
when the compensation becomes receivable. Impairments or losses of items of
property, plant and equipment, related claims for or payments of compensation
from third parties and any subsequent purchase or construction of replacement
assets are separate economic events and are accounted for separately as follows:
(@) impairments of items of property, plant and equipment are recognised in
accordance with IAS 36;

(b) derecognition of items of property, plant and equipment retired or disposed
of is determined in accordance with this Standard;

(c) compensation from third parties for items of property, plant and equipment
that were impaired, lost or given up is included in determining profit or loss
when it becomes receivable; and

(d) the cost of items of property, plant and equipment restored, purchased or
constructed as replacements is determined in accordance with this Standard.

Derecognition

The carrying amount of an item of property, plant and equipment shall be
derecognised:

(a) on disposal; or
(b) when no future economic benefits are expected from its use or disposal.

The gain or loss arising from the derecognition of an item of property,
plant and equipment shall be included in profit or loss when the item is
derecognised (unless IAS 17 requires otherwise on a sale and leaseback). Gains
shall not be classified as revenue.

However, an entity that, in the course of its ordinary activities, routinely
sells items of property, plant and equipment that it has held for rental to others
shall transfer such assets to inventories at their carrying amount when they cease
to be rented and become held for sale. The proceeds from the sale of such assets
shall be recognised as revenue in accordance with IAS 18 Revenue. IFRS 5 does
not apply when assets that are held for sale in the ordinary course of business are
transferred to inventories.

The disposal of an item of property, plant and equipment may occur in a
variety of ways (eg by sale, by entering into a finance lease or by donation). In
determining the date of disposal of an item, an entity applies the criteria in 1AS
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18 for recognising revenue from the sale of goods. IAS 17 applies to disposal by
a sale and leaseback.

If, under the recognition principle in paragraph 7, an entity recognises in
the carrying amount of an item of property, plant and equipment the cost of a
replacement for part of the item, then it derecognises the carrying amount of the
replaced part regardless of whether the replaced part had been depreciated
separately. If it is not practicable for an entity to determine the carrying amount
of the replaced part, it may use the cost of the replacement as an indication of
what the cost of the replaced part was at the time it was acquired or constructed.

The gain or loss arising from the derecognition of an item of property,
plant and
equipment shall be determined as the difference between the net disposal
proceeds, if any, and the carrying amount of the item.

The consideration receivable on disposal of an item of property, plant and
equipment is recognised initially at its fair value. If payment for the item is
deferred, the consideration received is recognised initially at the cash price
equivalent. The difference between the nominal amount of the consideration and
the cash price equivalent is recognised as interest revenue in accordance with
IAS 18 reflecting the effective yield on the receivable.

Disclosure

The financial statements shall disclose, for each class of property, plant
and
equipment:

(a) the measurement bases used for determining the gross carrying amount;

(b) the depreciation methods used;

(c) the useful lives or the depreciation rates used;

(d) the gross carrying amount and the accumulated depreciation (aggregated
with accumulated impairment losses) at the beginning and end of the period; and
(e) a reconciliation of the carrying amount at the beginning and end of the period
showing:

(i) additions;

(ii) assets classified as held for sale or included in a disposal group classified as
held for sale in accordance with IFRS 5 and other disposals;

(iii) acquisitions through business combinations;

(iv) increases or decreases resulting from revaluations

(v) impairment losses recognised in profit or loss in accordance with IAS 36;
(vi) impairment losses reversed in profit or loss in accordance with IAS 36;

(vii) depreciation;

(viii) the net exchange differences arising on the translation of the financial
statements from the functional currency into a different presentation currency,
including the translation of a foreign

operation into the presentation currency of the reporting entity; and (ix) other
changes.

The financial statements shall also disclose:
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(a) the existence and amounts of restrictions on title, and property, plant and
equipment pledged as security for liabilities;

(b) the amount of expenditures recognised in the carrying amount of an item of
property, plant and equipment in the course of its construction;

(c) the amount of contractual commitments for the acquisition of property, plant
and equipment; and

(d) if it is not disclosed separately in the statement of comprehensive income,
the amount of compensation from third parties for items of property, plant and
equipment that were impaired, lost or given up that is included in profit or loss.

Selection of the depreciation method and estimation of the useful life of
assets are matters of judgement. Therefore, disclosure of the methods adopted
and the estimated useful lives or depreciation rates provides users of financial
statements with information that allows them to review the policies selected by
management and enables comparisons to be made with other entities. For similar
reasons, it is necessary to disclose:

(a) depreciation, whether recognised in profit or loss or as a part of the cost of
other assets, during a period; and
(b) accumulated depreciation at the end of the period.

In accordance with 1AS 8 an entity discloses the nature and effect of a
change in an accounting estimate that has an effect in the current period or is
expected to have an effect in subsequent periods. For property, plant and
equipment, such disclosure may arise from changes in estimates with respect to:
(a) residual values;

(b) the estimated costs of dismantling, removing or restoring items of
property, plant and equipment;

(c) useful lives; and

(d) depreciation methods.

If items of property, plant and equipment are stated at revalued amounts,
the following shall be disclosed in addition to the disclosures required by IFRS
13:

(a) the effective date of the revaluation;

(b) whether an independent valuer was involved;

(e) for each revalued class of property, plant and equipment, the carrying
amount that would have been recognised had the assets been carried under the
cost model; and

(f) the revaluation surplus, indicating the change for the period and any
restrictions on the distribution of the balance to shareholders.

In accordance with 1AS 36 an entity discloses information on impaired
property, plant and equipment in addition to the information required by
paragraph 73(e)(iv)—(vi).

Users of financial statements may also find the following information
relevant to their needs:

(a) the carrying amount of temporarily idle property, plant and equipment;
(b) the gross carrying amount of any fully depreciated property, plant and
equipment that is still in use;
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(c) the carrying amount of property, plant and equipment retired from active use
and not classified as held for sale in accordance with IFRS 5; and

(d) when the cost model is used, the fair value of property, plant and equipment
when this is materially different from the carrying amount. Therefore, entities
are encouraged to disclose these amounts.
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IAS 16 Property, Plant & Equipment

Criteria for Recognition

*The cost of an item of property, plant and equipment shall be
recognized as an asseft if, and only if:

*(a) it is probable that future economic benefits associated with the
item will flow to the entity; and

*(b) the cost of the item can be measured reliably.
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IAS 16 Property, Plant & Equipment

Examples - Subsequent costs

Day-to-day servicing costs are NOT included into the carrying amount
of PP&E.

‘Replacement costs, if they meet the criteria for recognition, are
capitalized. E.g., the replacement of air craft interiors such as seats
& galleys.

*Inspection costs for aircrafts, ships, and petroleum refining facilities.

P

®0nozuka, T.

IAS 16 Property, Plant & Equipment

Case Study

Facts

*TFI Tourist Inc. acquired a large sightseeing bus at a cost of
$100,000. The estimated useful life is 10 years, and it has ho residual
value at the end of Year 10. At the end of Year 6, the engine of the
bus requires replacement. The cost of the engine is $45,000, and the
discount rate used is 5%.

Required
*Can the cost of the engine be recognized as an asset, if so, what is

the total cost for the bus?

®0Onozuka, T.
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IAS 16 Property, Plant & Equipment

Case Study

Solution

*The new engine will produce economic benefits fo TFI Touring Inc.,
and the cost is measurable. Hence the item should be recognized as an

asset.

*The original invoice for the bus did not specify the cost of the new
engine. However, the cost of the replacement - $45,000 - can be used
as an indication of the likely cost.

+$45,000 can be discounted back to $33,500, i.e., $45,000 / (1.05)¢

*The new cost for the bus is $111,500. $100,000 - $33,500 + $45,000.

+(Wiley IFRS Practical Implementation Guide & Workbook - modified)

®0nozuka, T.

IAS 16 Property, Plant & Equipment

Measurement at Recognition

-An item of an property, plant & equipment should be recognized at its
costs.

- Purchase price, including import duties, nonrefundable purchase taxes,
less trade discounts and rebates.

- Costs directly attributable to bringing the asset to the location and
condition necessary for it to be used in a manner intended by the entity.

- Initial estimates of dismantling removing, and site restoration.

®0nozuka, T.
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IAS 16 Property, Plant & Equipment

Measurement at Recognition

- Examples of directly attributable costs include

- Employee benefits of those involved in the construction or acquisition of an
asset

- Cost of site preparation

- Initial delivery and handling costs
- Installation and assembly costs

- Cost of testing

- Borrowing costs

- Professional fees

- Examples of costs that are not directly attributable costs, and must be
expensed.

- Costs of opening a new facility

- Costs of introducing a new product or service [ ”

- Advertising and promotional costs

- Costs of conducting business in a hew location or with a new class of
customer

- Training costs

®0nozuka, T.

IAS 16 Property, Plant & Equipment

Case Study

- JIKA Inc., is installing a new plant at its production facility. It has
incurred these costs:

1 Cost of the plant us$2 500,000
2 TInitial delivery & handling costs USs$200,000
3 Cost of site preparation US$600,000
4 Consultants used for advice on the acquisition of the plant US$700,000
5 Interest charges paid o supplier of plant for deferred credit US$200,000
6 Estimated dismantling costs fo be incurred after 7 years US$300,000
7 Operating losses before commercial operation US$400,000

- Please advise JIKA on the cost that can be capitalized in accordance
with TAS162?

®0nozuka, T.



IAS 16 Property, Plant & Equipment

Measurement after Recognition

-Cost Model

- The cost model requires an asset, after initial recognition, to be carried
at cost less accumulated depreciation and impairment losses.

-Revaluation Model

- The revaluation model requires as asset, after initial recognition, to be
measured at a revalued amount, which is its fair value less subsequent
depreciation and impairment losses.

Once selected, the policy shall apply to an entire class of property, plant and equipment.
An entity cannot "cherry-pick” those assets to measure at cost or at revaluation.

®0Onozuka, T.

IAS 16 Property, Plant & Equipment

Measurement after Recognition

-Reason for Revaluation Model

- Due to the effect of inflation, the cost method makes the statement of
financial position meaningless.

- If the depreciation is determined under the cost method where
historical assets are applied, profits will be overstated.

®0Onozuka, T.
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IAS 16 Property, Plant & Equipment

Measurement after Recognition
-Accounting under the Revaluation Model

‘If an asset's carrying amount is increased as a result of a
revaluation,

- the increase shall be recognized in other comprehensive income and
accumulated in equity under the heading of revaluation surplus.

- However, the increase shall be recognized in profit or loss to the
extent that it reverses a revaluation decrease of the same asset
previously recognized in profit or loss.

®0Onozuka, T.

IAS 16 Property, Plant & Equipment

Measurement after Recognition
-Accounting under the Revaluation Model

*If an asset's carrying amount is decreased as a result of a
revaluation,

- the decrease shall be recognized in profit or loss.

- However, the decrease shall be recognized in other comprehensive
income to the extent of any credit balance existing in the revaluation
surplus in respect of that asset.

®0nozuka, T.
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IAS 16 Property, Plant & Equipment

Example

-JIKA Tourist Service Inc. bought a sightseeing bus for $100,000 on
January 1, 2009. The useful life is 10 Years and ho residual value is
estimated.

January 1, 2009

Dr. Sightseeing bus $100,000
Cr. Cash $100,000

December 31, 2009

Dr. Accumulated depreciation $10,000
Cr. Depreciation expense $10,000

®0Onozuka, T. 12

IAS 16 Property, Plant & Equipment

Example

*On January 1, 2010, the fair value of the bus is assessed to be
$99,000.

January 1, 2010

Dr. Accumulated depreciation $10,000

Cr. Sightseeing bus $10,000
Dr. Sightseeing bus $9,000

Cr. Other comprehensive income $9,000

- revaluation reserve
December 31, 2010

Dr. Depreciation expense $11,000
Cr.  Accumulated depreciation $11,000

®0Onozuka, T.
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IAS 16 Property, Plant & Equipment

Example

*On January 1, 2011, the fair value of the bus is assessed to be
$72,000.

January 1, 2011

Dr. Accumulated depreciation $11,000
Cr. Sightseeing bus $11,000
Dr. Other comprehensive income $9,000
Loss on revaluation $7,000
Cr. Sightseeing bus $16,000

December 31, 2011

Dr. Depreciation expense $ 9,000
Cr.  Accumulated depreciation $9.000
®0nozuka, T. 14

IAS 16 Property, Plant & Equipment

Example

_______ LI I
Lo $ek!
. LOSS $(T)K
3
$100K $(10K) $90K $9K $90K $11K $88K $(16K) $72K $9K $63K
$100k/10 $99K-90K $99K/9 $88K-72K $72K/8
Depreciation Revaluation Depreciation Revaluation Depreciation
Gain (revised) Lass (revised)
$100K $90K $99K $88K $72K $63K
1-Jan-09 31-Dec-09 1-Jan-10 31-Dec-10 1-Jan-11 31-Dec-11
®0Onozuka, T. 15
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IAS 16 Property, Plant & Equipment

Depreciation

*The depreciation charge for each period shall be recognised in
profit or loss.

*The depreciable amount of an asset shall be allocated on a
systematic basis over its useful life.

*The depreciation method used shall reflect the pattern in
which the asset’'s future economic benefits are expected to be
consumed by the entity.

- Straight-line
- Unit of Production
- Diminishing balance

®0Onozuka, T. 16

IAS 16 Property, Plant & Equipment

De-recognition

*The gain or loss arising from the derecognition of an item of
property, plant and equipment shall be included in profit or loss
when the item is derecognized.

*If an entity uses the revaluation model, it transfers the other
comprehensive income to retained earnings once the asset is
disposed.

®0nozuka, T. 17
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IAS 16 Property, Plant & Equipment

Example

JIKA Tourist Service Inc. uses the cost model, and has the
sightseeing bus with the value as follows:

- Initial Cost: $100,000
- Accumulated depreciation $ 10,000

JICA sold the bus for $95,000 in cash.

- Dr. Accumulated depreciation $ 10,000

Cr. Sightseeing bus $100,000
- Dr. Cash $ 95,000
Cr. Gain on the sale of the bus $5,000

®0nozuka, T.
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IAS 16 Property, Plant & Equipment

Example

*JIKA Tourist Service Inc. uses the revaluation model, and has
the sightseeing bus with the value as follows:

- Cost a/t revaluation: $99,000
- Accumulated depreciation -
- OCI - revaluation surplus  $ 9,000

JICA sold the bus for $95,000 in cash.

- Dr. OCI - revaluation surplus  $ 9,000

Cr. Retained earnings $9,000
- Dr. Cash $ 95,000
Loss of the sale of the bus $ 4,000

Cr. The sightseeing bus $ 99,000

®0nozuka, T.
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Leases (International Accounting Standard 17)

1. Objective, definitions
2. Classification of leases
3. Finance leases

Objective The objective of this Standard is to prescribe, for lessees and
lessors, the appropriate accounting policies and disclosure to apply in relation to
leases.

Scope This Standard shall be applied in accounting for all leases other
than:

(@) leases to explore for or use minerals, oil, natural gas and similar non-
regenerative resources; and

(b) licensing agreements for such items as motion picture films, video
recordings, plays, manuscripts, patents and copyrights. However, this Standard
shall not be applied as the basis of measurement for:

(a) property held by lessees that is accounted for as investment property (see
IAS 40 Investment Property);

(b) investment property provided by lessors under operating leases (see IAS 40);
(c) biological assets held by lessees under finance leases (see IAS 41
Agriculture);

or

(d) biological assets provided by lessors under operating leases (see IAS 41).

This Standard applies to agreements that transfer the right to use assets
even though substantial services by the lessor may be called for in connection
with the operation or maintenance of such assets. This Standard does not apply
to agreements that are contracts for services that do not transfer the right to use
assets from one contracting party to the other.

Definitions

The following terms are used in this Standard with the meanings
specified:

A lease is an agreement whereby the lessor conveys to the lessee in return for a
payment or series of payments the right to use an asset for an agreed period of
time. A finance lease is a lease that transfers substantially all the risks and
rewards incidental to ownership of an asset. Title may or may not eventually be
transferred.

An operating lease is a lease other than a finance lease.

A non-cancellable lease is a lease that is cancellable only:

(a) upon the occurrence of some remote contingency;

(b) with the permission of the lessor;

(c) if the lessee enters into a new lease for the same or an equivalent asset with
the same lessor; or

(d) upon payment by the lessee of such an additional amount that, at inception of
the lease, continuation of the lease is reasonably certain.
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The inception of the lease is the earlier of the date of the lease agreement
and the date of commitment by the parties to the principal provisions of the lease.
As at this date:

(a) a lease is classified as either an operating or a finance lease; and
(b) in the case of a finance lease, the amounts to be recognised at the
commencement of the lease term are determined.

The commencement of the lease term is the date from which the lessee is
entitled to exercise its right to use the leased asset. It is the date of initial
recognition of the lease (ie the recognition of the assets, liabilities, income or
expenses resulting from the lease, as appropriate).

The lease term is the non-cancellable period for which the lessee has
contracted to lease the asset together with any further terms for which the lessee
has the option to continue to lease the asset, with or without further payment,
when at the inception of the lease it is reasonably certain that the lessee will
exercise the option.

Minimum lease payments are the payments over the lease term that the
lessee is or can be required to make, excluding contingent rent, costs for services
and taxes to be paid by and reimbursed to the lessor, together with:

(a) for a lessee, any amounts guaranteed by the lessee or by a party related to the
lessee; or

(b) for a lessor, any residual value guaranteed to the lessor by:

(i) the lessee;

(ii) a party related to the lessee; or

(iii) a third party unrelated to the lessor that is financially capable of discharging
the obligations under the guarantee. However, if the lessee has an option to
purchase the asset at a price that is expected to be sufficiently lower than fair
value at the date the option becomes exercisable for it to be reasonably certain,
at the inception of the lease, that the option will be exercised, the minimum lease
payments comprise the minimum payments payable over the lease term to the
expected date of exercise of this purchase option and the payment required to
exercise it.

Fair value is the amount for which an asset could be exchanged, or a liability
settled, between knowledgeable, willing parties in an arm’s length transaction.
Economic life is either:

(a) the period over which an asset is expected to be economically usable by one
Or more users; or

(b) the number of production or similar units expected to be obtained from the
asset by one or more users.

Useful life is the estimated remaining period, from the commencement of the
lease term, without limitation by the lease term, over which the economic
benefits embodied in the asset are expected to be consumed by the entity.
Guaranteed residual value is:

(a) for a lessee, that part of the residual value that is guaranteed by the lessee or
by a party related to the lessee (the amount of the guarantee being the maximum
amount that could, in any event, become payable); and
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(b) for a lessor, that part of the residual value that is guaranteed by the lessee or
by a third party unrelated to the lessor that is financially capable of discharging
the obligations under the guarantee.

Unguaranteed residual value is that portion of the residual value of the leased
asset, the realisation of which by the lessor is not assured or is guaranteed solely
by a party related to the lessor.

Initial direct costs are incremental costs that are directly attributable to
negotiating and arranging a lease, except for such costs incurred by
manufacturer or dealer lessors.

Gross investment in the lease is the aggregate of:

(a) the minimum lease payments receivable by the lessor under a finance lease,
and

(b) any unguaranteed residual value accruing to the lessor.

Net investment in the lease is the gross investment in the lease discounted at the
interest rate implicit in the lease.

Unearned finance income is the difference between:

(a) the gross investment in the lease, and

(b) the net investment in the lease.

The interest rate implicit in the lease is the discount rate that, at the inception of
the lease, causes the aggregate present value of (a) the minimum lease payments
and (b) the unguaranteed residual value to be equal to the sum of (i) the fair
value of the leased asset and (ii) any initial direct costs of the lessor. The
lessee’s incremental borrowing rate of interest is the rate of interest the lessee
would have to pay on a similar lease or, if that is not determinable, the rate that,
at the inception of the lease, the lessee would incur to borrow over a similar term,
and with a similar security, the funds necessary to purchase the asset.

Contingent rent is that portion of the lease payments that is not fixed in amount
but is based on the future amount of a factor that changes other than with the
passage of time (eg percentage of future sales, amount of future use, future price
indices, future market rates of interest).

A lease agreement or commitment may include a provision to adjust the
lease payments for changes in the construction or acquisition cost of the leased
property or for changes in some other measure of cost or value, such as general
price levels, or in the lessor’s costs of financing the lease, during the period
between the inception of the lease and the commencement of the lease term. If
so, the effect of any such changes shall be deemed to have taken place at the
inception of the lease for the purposes of this Standard.

The definition of a lease includes contracts for the hire of an asset that
contain a provision giving the hirer an option to acquire title to the asset upon
the fulfilment of agreed conditions. These contracts are sometimes known as
hire purchase contracts.

A TAS 17 uses the term ‘fair value’ in a way that differs in some respects
from the definition of fair value in IFRS 13 Fair Value Measurement. Therefore,
when applying IAS 17 an entity measures fair value in accordance with IAS 17,
not IFRS 13.
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Classification of leases

The classification of leases adopted in this Standard is based on the extent
to which risks and rewards incidental to ownership of a leased asset lie with the
lessor or the lessee. Risks include the possibilities of losses from idle capacity or
technological obsolescence and of variations in return because of changing
economic conditions. Rewards may be represented by the expectation of
profitable operation over the asset’s economic life and of gain from appreciation
in value or realisation of a residual value.

A lease is classified as a finance lease if it transfers substantially all
the risks and rewards incidental to ownership. A lease is classified as an
operating lease if it does not transfer substantially all the risks and rewards
incidental to ownership.

Because the transaction between a lessor and a lessee is based on a lease
agreement between them, it is appropriate to use consistent definitions. The
application of these definitions to the differing circumstances of the lessor and
lessee may result in the same lease being classified differently by them. For
example, this may be the case if the lessor benefits from a residual value
guarantee provided by a party unrelated to the lessee.

Whether a lease is a finance lease or an operating lease depends on the
substance of the transaction rather than the form of the contract.1 Examples of
situations that individually or in combination would normally lead to a lease
being classified as a finance lease are:

(a) the lease transfers ownership of the asset to the lessee by the end of the lease
term;

(b) the lessee has the option to purchase the asset at a price that is expected to be
sufficiently lower than the fair value at the date the option becomes exercisable
for it to be reasonably certain, at the inception of the lease, that the option will
be exercised,;

1 See also SIC-27 Evaluating the Substance of Transactions Involving the Legal
Form of a Lease.

(c) the lease term is for the major part of the economic life of the asset even if
title is not transferred;

(d) at the inception of the lease the present value of the minimum lease
payments amounts to at least substantially all of the fair value of the leased
asset; and

(e) the leased assets are of such a specialised nature that only the lessee can use
them without major modifications.

Indicators of situations that individually or in combination could also lead
to a lease being classified as a finance lease are: (a) if the lessee can cancel the
lease, the lessor’s losses associated with the cancellation are borne by the lessee;
(b) gains or losses from the fluctuation in the fair value of the residual accrue to
the lessee (for example, in the form of a rent rebate equalling most of the sales
proceeds at the end of the lease); and (c) the lessee has the ability to continue the
lease for a secondary period at a rent that is substantially lower than market rent.
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Whenever necessary in order to classify and account for a lease of land and
buildings, the minimum lease payments (including any lump-sum upfront
payments) are allocated between the land and the buildings elements in
proportion to the relative fair values of the leasehold interests in the land
element and buildings element of the lease at the inception of the lease. If the
lease payments cannot be allocated reliably between these two elements, the
entire lease is classified as a finance lease, unless it is clear that both elements
are operating leases, in which case the entire lease is classified as an operating
lease.

Leases in the financial statements of lessees

Finance leases
Initial recognition-At the commencement of the lease term, lessees shall
recognise finance leases as assets and liabilities in their statements of financial
position at amounts equal to the fair value of the leased property or, if lower, the
present value of the minimum lease payments, each determined at the inception
of the lease. The discount rate to be used in calculating the present value of the
minimum lease payments is the interest rate implicit in the lease, if this is
practicable to determine; if not, the lessee’s incremental borrowing rate shall be
used. Any initial direct costs of the lessee are added to the amount recognised as
an asset.

Transactions and other events are accounted for and presented in
accordance with their substance and financial reality and not merely with legal
form. Although the legal form of a lease agreement is that the lessee may
acquire no legal title to the leased asset, in the case of finance leases the
substance and financial reality are that the lessee acquires the economic benefits
of the use of the leased asset for the major part of its economic life in return for
entering into an obligation to pay for that right an amount approximating, at the
inception of the lease, the fair value of the asset and the related finance charge.
If such lease transactions are not reflected in the lessee’s statement of financial
position, the economic resources and the level of obligations of an entity are
understated, thereby distorting financial ratios. Therefore, it is appropriate for a
finance lease to be recognised in the lessee’s statement of financial position both
as an asset and as an obligation to pay future lease payments. At the
commencement of the lease term, the asset and the liability for the future lease
payments are recognised in the statement of financial position at the same
amounts except for any initial direct costs of the lessee that are added to the
amount recognised as an asset.

It is not appropriate for the liabilities for leased assets to be presented in
the financial statements as a deduction from the leased assets. If for the
presentation of liabilities in the statement of financial position a distinction is
made between current and non-current liabilities, the same distinction is made
for lease liabilities.

Initial direct costs are often incurred in connection with specific leasing
activities, such as negotiating and securing leasing arrangements. The costs
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identified as directly attributable to activities performed by the lessee for a
finance lease are added to the amount recognised as an asset.

Subsequent measurement

Minimum lease payments shall be apportioned between the finance charge
and the reduction of the outstanding liability. The finance charge shall be
allocated to each period during the lease term so as to produce a constant
periodic rate of interest on the remaining balance of the liability. Contingent
rents shall be charged as expenses in the periods in which they are incurred.

In practice, in allocating the finance charge to periods during the lease
term, a lessee may use some form of approximation to simplify the calculation.
A finance lease gives rise to depreciation expense for depreciable assets as well
as finance expense for each accounting period. The depreciation policy for
depreciable leased assets shall be consistent with that for depreciable assets that
are owned, and the depreciation recognised shall be calculated in accordance
with 1AS 16 Property, Plant and Equipment and IAS 38 Intangible Assets. If
there is no reasonable certainty that the lessee will obtain ownership by the end
of the lease term, the asset shall be fully depreciated over the shorter of the lease
term and its useful life.

The depreciable amount of a leased asset is allocated to each accounting
period during the period of expected use on a systematic basis consistent with
the depreciation policy the lessee adopts for depreciable assets that are owned. If
there is reasonable certainty that the lessee will obtain ownership by the end of
the lease term, the period of expected use is the useful life of the asset; otherwise
the asset is depreciated over the shorter of the lease term and its useful life.

The sum of the depreciation expense for the asset and the finance expense
for the period is rarely the same as the lease payments payable for the period,
and it is, therefore, inappropriate simply to recognise the lease payments payable
as an expense. Accordingly, the asset and the related liability are unlikely to be
equal in amount after the commencement of the lease term.

Disclosures

Lessees shall, in addition to meeting the requirements of IFRS 7
Financial Instruments: Disclosures, make the following disclosures for finance
leases:

(@) for each class of asset, the net carrying amount at the end of the reporting
period.

(b) a reconciliation between the total of future minimum lease payments at the
end of the reporting period, and their present value. In addition, an entity shall
disclose the total of future minimum lease payments at the end of the reporting
period, and their present value, for each of the following periods:

(i) not later than one year;

(i) later than one year and not later than five years;

(iii) later than five years.

(c) contingent rents recognised as an expense in the period.

(d) the total of future minimum sublease payments expected to be received
under non-cancellable subleases at the end of the reporting period.
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(e) a general description of the lessee’s material leasing arrangements including,
but not limited to, the following:
(i) the basis on which contingent rent payable is determined,;
(if) the existence and terms of renewal or purchase options and escalation
clauses; and
(iii) restrictions imposed by lease arrangements, such as those concerning
dividends, additional debt, and further leasing.

Operating leases

Lease payments under an operating lease shall be recognised as an
expense on a straight-line basis over the lease term unless another systematic
basis is more representative of the time pattern of the user’s benefit.2 For
operating leases, lease payments (excluding costs for services such as insurance
and maintenance) are recognised as an expense on a straight-line basis unless
another systematic basis is representative of the time pattern of the user’s benefit,
even if the payments are not on that basis.

Disclosures
35 Lessees shall, in addition to meeting the requirements of IFRS 7, make the
following disclosures for operating leases:
(a) the total of future minimum lease payments under non-cancellable operating
leases for each of the following periods:
(i) not later than one year;
(ii) later than one year and not later than five years;
(iii) later than five years.
(b) the total of future minimum sublease payments expected to be received
under non-cancellable subleases at the end of the reporting period.
(c) lease and sublease payments recognised as an expense in the period, with
separate amounts for minimum lease payments, contingent rents, and sublease
payments.
(d) a general description of the lessee’s significant leasing arrangements
including, but not limited to, the following:
(i) the basis on which contingent rent payable is determined,;
(if) the existence and terms of renewal or purchase options and escalation
clauses; and
(iii) restrictions imposed by lease arrangements, such as those concerning
dividends, additional debt and further leasing.
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International Financial Reporting Standards
Tashkent Fi

®0nozuka, T.

IAS 17: Leases

Background:

*This standards prescribes the accounting treatment for leases in the
financial statements of lessees and lessors.

Classification of Leases:

*A lease is classified as either a finance lease or an operating lease.

- Finance (or Capital) Lease

- Operating Lease

®Q0nozuka, T. 1
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IAS 17: Leases

Finance Lease vs. Operating Lease :

*A lease is classified as a finance lease if it transfers substantially all
the risks and rewards of ownership to the lessee.

*If one or more of the following conditions are met, the lease will be
accounted for as a finance lease.

- (a) the lease transfers ownership of the asset to the lessee by the end of the
lease term;

- (b) the lessee has the option to purchase the asset at a price that is expected to
be sufficiently lower than the fair value...;

- (c) the lease term is for the major part of the economic life of the asset even if
title is not tfransferred;

- (d) at the inception of the lease the present value of the minimum lease payments
amounts to at least substantially all of the fair value of the leased asset; and

- (e) the leased assets are of such a specialised nature that only the lessee can use
them without major modifications

®0nozuka, T.

IAS 17: Leases

Finance Lease vs. Operating Lease :

*A lease is classified as a operating lease if it does NOT transfers
substantially all the risks and rewards of ownership to the lessee.

®0Onozuka, T.
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IAS 17: Leases

Accounting for Finance Lease

Example for Lessee's Accounting under Finance Lease

Example

-JIKA Pizza Delivery Service Inc. enters into a 5 year lease of a delivery van with
TMI leasing Co., Itd. At the end of Y5, JIKA can purchase the delivery van for $1.

(Bargain Purchase Option -> YES)

-The lease fee is $8,000 per year, and the economic useful life of the delivery van is
estimated fo be 6 years.

(Economic Useful Life -> YES)

-The fair value of the delivery van at the inception of the lease is $31,000, and the
JIKA's implied rate of interest is 10%.

-(Fair Value = PV of Lease Pm'ts ->YES) Fair Value = $31,000 and PV = $30,326

-JIKA depreciates the delivery van for 5 years, using the straight line depreciation
method, and estimates no residual value. JIKA adopts the cost model for PP&E
accounting.

This lease should be accounted for as “Finance Lease".

®0nozuka, T. 4

IAS 17: Leases

Example for Lessee's Accounting under Finance Lease

Initial Measurement

PV of Delivery Van $30326 *

Lease Liability

$30326 *
* $8,000/1.1 + 8000/(1.1)2 + 8000/(1.1)3 + 8000/(1.1)4 + 8000/(1.1)5

Initial measurement
At the beginning of Y1

Dr. Depreciation Expense 6,065
Cr. Accumulated Depreciation 6,065
Dr. Lease Liability 4967
Interest Expense 3,033
Cr. Cash 8,000
®0nozuka, T. 5
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IAS 17: Leases

Example for Lessee's Accounting under Finance Lease

Subsequent measurement
At the end of Y1

Dr. Depreciation Expense
Cr. Accumulated Depreciation

Dr. Lease Liability
Interest Expense
Cr. Cash
At the end of ¥2

Dr. Depreciation Expense
Cr. Accumulated Depreciation
Dr. Lease Liability
Interest Expense
Cr. Cash
At the end of ¥3

Dr. Depreciation Expense
Cr. Accumulated Depreciation
Dr. Lease Liability
Interest Expense
Cr. Cash
At the end of ¥4

Dr. Depreciation Expense
Cr. Accumulated Depreciation
Dr. Lease Liability
Interest Expense
Cr. Cash
At the end of ¥5

Dr. Depreciation Expense
Cr. Accumulated Depreciation
Dr. Lease Liability
Interest Expense
Cr. Cash

®0nozuka, T.

6,065

3033
4967

6,065

5464
253

6,065

6,010
1990

6,065

6611
1389

6,065

1274
726

6,065

8,000

6,065

8,000

6,065

8,000

6,065

8,000

6,065

8,000

Beginning Ending

Balance |Int.10% |Cash  |Balance
v1 3032 | 3033 | (2000)] 25359
Y2 25359 | 253 | (8000)] 19895
v3 19895 | 1,990 | (3,000)] 13,885
y4 13885 ] 1389 | (8000) 7274
G 7274 76| (8oo0)| 0
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IAS 17: Leases

Accounting for Finance Lease

Example for Lessor's Accounting under Finance Lease

Example

-JIKA Pizza Delivery Service Inc. enters into a 5 year lease of a delivery van with
TMI leasing Co., Itd. At the end of ¥5, JIKA can purchase the delivery van for $1.

(Bargain Purchase Option -> YES)

-The lease fee is $8,000 per year, and the economic useful life of the delivery van is

estimated to be 6 years.
(Economic Useful Life -> YES)

-The fair value of the delivery van at the inception of the lease is $31,000, and the

JIKA's implied rate of interest is 10%.
-(Fair Value = PV of Lease Pm'ts ->YES) Fair Value = $31,000 and PV = $30,326
-The cost for the delivery van is $25,000.

This lease should be accounted for as “"Finance Lease".

®0Onozuka, T.

IAS 17: Leases

Example for Lessor's Accounting under Finance Lease

Initial Measurement

Lease Receivable = $30326 *
Lease Liability = $30,326 *
Cost of the Delivery Van $25,000

* $8,000/1.1 + 8000/(1.1)2 + 8000/(1.1)3 + 8000/(1.1)4 + 8000/(1.1)5

Initial measurement
At the beginning of ¥1

Dr. Lease Receivable 30,326

Cr.Lease Revenue 30,326
br. Cost of the Delivery Van 25,000

Cr. Delivery Van 25,000

®0nozuka, T.
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IAS 17: Leases

Example for Lessor's Accounting under Finance Lease

Subsequent measurement
At the end of Y1
Dr. Cash 8,000 Beginning Ending
Cr. Inferest Income 3033 Balance |Int.10% |Cash Balance
Lease Receivable 4967 y1 30326 | 3033 | (8,000) 25359
At the end of ¥2 y2 25359 | 2536 | (8,000) 19,895
br. Cash 8,000 y3 19895 | 1990 | (8,000)| 13885
¢r. Tnterest Tncome 253% v4 13885 | 1389 | (8000) 7274
Lease Receivable 5 464 y5 7274 726 | (8.000) 0
At the end of Y3
br. Cash 8,000
Cr. Interest Income 1990
Lease Receivable 6,010
At the end of Y4
br. Cash 8,000
Cr. Interest Income 1,389
Lease Receivable 6,611
At the end of Y5
Dr. Cash 8,000
Cr. Interest Income 726
Lease Receivable 7274
®0nozuka, T.
IAS 17: Leases
Accounting for Operating Lease
Example for Lessee's Accounting under Operating Lease
Example
-JIKA Pizza Delivery Service Inc. enters into a b year lease of a delivery van with
TMI leasing Co., I+d. At the end of Y5, JIKA returns the van o TML.
(Ownership transfer -> NO)
-The lease fee is $11,000 per year, and the economic useful life of the delivery van is
estimated to be 10 years.
(Economic Useful Life -> NO)
-The fair value of the delivery van at the inception of the lease is $31,000, and the
JIKA's implied rate of interest is 10%.
-(Fair Value = PV of Lease Pm'ts ->NO) Fair Value = $31,000 and PV = $ 41,699
This lease should be accounted for as "Operating Lease".
®0nozuka, T. 10
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IAS 17: Leases

Example for Lessee's Accounting under Operating Lease

AT the end of Y1
Dr. Lease Expense 11,000
Cr. Lease Payable 11,000

At the end of ¥2
Dr. Lease Expense 11,000
Cr. Lease Payable 11,000

At the end of ¥3
Dr. Lease Expense 11,000
Cr. Lease Payable 11,000

AT the end of Y4
Dr. Lease Expense 8,000
Cr. Lease Payable 1,389
At the end of ¥5

Dr. Lease Expense 8,000
Cr. Lease Payable 726

®0Onozuka, T.

IAS 17: Leases

Accounting for Operating Lease

Example for Lessee's Accounting under Operating Lease

Example

-JIKA Pizza Delivery Service Inc. enters into a 5 year lease of a delivery van with
TMI leasing Co., Itd. At the end of Y5, JIKA returns the van o TMI.

(Ownership transfer -> NO)

-The lease fee is $11,000 per year, and the economic useful life of the delivery van is
estimated to be 10 years.

(Economic Useful Life -> NO)

-The fair value of the delivery van at the inception of the lease is $31,000, and the
JIKA's implied rate of interest is 10%.

~(Fair Value = PV of Lease Pm'ts ->NO) Fair Value = $31,000 and PV = $ 41,699

-TMI depreciates the delivery van for 10 years, using the straight line depreciation
method, and estimates no residual value. TMI adopts the cost model for PP&E
accounting. The cost for the delivery van is $25,000.

This lease should be accounted for as "Operating Lease".

®Q0nozuka, T.

1



IAS 17: Leases

Example for

AT The end of
.

Dr.

AT the end of
Dr.

.

AT the end of
.

.

AT the end of
Dr.

.

AT the end of
.

.

Lessor's Accounting

Y1

Cash

Cr. Lease Income
Depreciation Expense

Cr. Accumulated Depreciation
Y

Cash

Cr. Lease Income
Depreciation Expense

Cr. Accumulated Depreciation
Y3

Cash

Cr. Lease Income
Depreciation Expense

Cr. Accumulated Depreciation
Y4

Cash

Cr. Lease Income
Depreciation Expense

Cr. Accumulated Depreciation
Y5

Cash

Cr. Lease Income
Depreciation Expense

Cr. Accumulated Depreciation

IAS 17: Leases

11,000

2,500

11,000

2,500

11,000

2,500

11,000

2,500

11,000

2,500

11,000

2,500

11,000

2,500

11,000

2,500

11,000

2,500

11,000

2,500

13

Case

JIKA prefers an operating lease than a finance lease since
it has to keep the return on assets at 10% or more, which
is the rate that the company commits to the shareholders.

Suppose the total assets (except for the delivery van leased
from TMI) as of Y1-end is $100,000, and the net income
for Y1 before the lease/interest expense is $10,000.

Which method, operating or finance brings the higher

return?

®Onozuka, T.
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Revenue (International Accounting Standard 18)
Plan:
1 .Objective, Definitions
2. ldentification of the transaction
3. Measurement of revenue

Objective- Income is defined in the Framework for the Preparation and
Presentation of Financial Statementsl as increases in economic benefits during
the accounting period in the form of inflows or enhancements of assets or
decreases of liabilities that result in increases in equity, other than those relating
to contributions from equity participants. Income encompasses both revenue and
gains. Revenue is income that arises in the course of ordinary activities of an
entity and is referred to by a variety of different names including sales, fees,
interest, dividends and royalties. The objective of this Standard is to prescribe
the accounting treatment of revenue
arising from certain types of transactions and events.

The primary issue in accounting for revenue is determining when to
recognise revenue. Revenue is recognised when it is probable that future
economic benefits will flow to the entity and these benefits can be measured
reliably. This Standard identifies the circumstances in which these criteria will
be met and, therefore, revenue will be recognised. It also provides practical
guidance on the application of these criteria.

Scope- This Standard shall be applied in accounting for revenue arising
from the
following transactions and events:

(a) the sale of goods;
(b) the rendering of services; and
(c) the use by others of entity assets yielding interest, royalties and dividends.

This Standard supersedes IAS 18 Revenue Recognition approved in 1982.
Goods includes goods produced by the entity for the purpose of sale and goods
purchased for resale, such as merchandise purchased by a retailer or land and
other property held for resale.

The rendering of services typically involves the performance by the entity
of a contractually agreed task over an agreed period of time. The services may
be rendered within a single period or over more than one period. Some contracts
for the rendering of services are directly related to construction contracts, for
example, those for the services of project managers and architects. Revenue
arising from these contracts is not dealt with in this Standard but is dealt with in
accordance with the requirements for construction contracts as specified in IAS
11 Construction Contracts.

1 TASC’s Framework for the Preparation and Presentation of Financial
Statements was adopted by the IASB in 2001. In September 2010 the IASB
replaced the Framework with the Conceptual Framework for Financial
Reporting.
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The use by others of entity assets gives rise to revenue in the form of:

(a) interest—charges for the use of cash or cash equivalents or amounts due to
the entity;

(b) royalties—charges for the use of long-term assets of the entity, for example,
patents, trademarks, copyrights and computer software; and

(c) dividends—distributions of profits to holders of equity investments in
proportion to their holdings of a particular class of capital.

This Standard does not deal with revenue arising from:

(a) lease agreements (see IAS 17 Leases);

(b) dividends arising from investments which are accounted for under the equity
method (see IAS 28 Investments in Associates and Joint Ventures);

(c) insurance contracts within the scope of IFRS 4 Insurance Contracts;

(d) changes in the fair value of financial assets and financial liabilities or their
disposal (see IFRS 9 Financial Instruments);

(e) changes in the value of other current assets;

(f) initial recognition and from changes in the fair value of biological assets
related to agricultural activity (see IAS 41 Agriculture);

(9) initial recognition of agricultural produce (see 1AS 41); and

(h) the extraction of mineral ores.

Definitions

The following terms are used in this Standard with the meanings
specified:

Revenue is the gross inflow of economic benefits during the period arising in the
course of the ordinary activities of an entity when those inflows result in
increases in equity, other than increases relating to contributions from equity
participants.

Fair value is the price that would be received to sell an asset or paid to transfer a
liability in an orderly transaction between market participants at the
measurement date. (See IFRS 13 Fair Value Measurement.) Revenue includes
only the gross inflows of economic benefits received and receivable by the
entity on its own account. Amounts collected on behalf of third parties such as
sales taxes, goods and services taxes and value added taxes are not economic
benefits which flow to the entity and do not result in increases in equity.
Therefore, they are excluded from revenue. Similarly, in an agency relationship,
the gross inflows of economic benefits include amounts collected on behalf of
the principal and which do not result in increases in equity for the entity. The
amounts collected on behalf of the principal are not revenue. Instead,

revenue is the amount of commission.

Revenue shall be measured at the fair value of the consideration
received or receivable. The amount of revenue arising on a transaction is
usually determined by agreement between the entity and the buyer or user of the
asset. It is measured at the fair value of the consideration received or receivable
taking into account the amount of any trade discounts and volume rebates
allowed by the entity. In most cases, the consideration is in the form of cash or
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cash equivalents and the amount of revenue is the amount of cash or cash
equivalents received or
receivable. However, when the inflow of cash or cash equivalents is deferred,
the fair value of the consideration may be less than the nominal amount of cash
received or receivable. For example, an entity may provide interest-free credit to
the buyer or accept a note receivable bearing a below-market interest rate from
the buyer as consideration for the sale of goods. When the arrangement
effectively constitutes a financing transaction, the fair value of the consideration
Is determined by discounting all future receipts using an imputed rate of interest.
The imputed rate of interest is the more clearly determinable of either: (a) the
prevailing rate for a similar instrument of an issuer with a similar credit rating;
or (b) a rate of interest that discounts the nominal amount of the instrument to
the current cash sales price of the goods or services.

When goods or services are exchanged or swapped for goods or services
which are of a similar nature and value, the exchange is not regarded as a
transaction which generates revenue. This is often the case with commodities
like oil or milk where suppliers exchange or swap inventories in various
locations to fulfil demand on a timely basis in a particular location. When goods
are sold or services are rendered in exchange for dissimilar goods or services,
the exchange is regarded as a transaction which generates revenue. The revenue
Is measured at the fair value of the goods or services received, adjusted by the
amount of any cash or cash equivalents transferred. When the fair value of the
goods or services received cannot be measured reliably, the revenue is measured
at the fair value of the goods or services given up, adjusted by the amount of any
cash or cash equivalents transferred.

Identification of the transaction

The recognition criteria in this Standard are usually applied separately to
each transaction. However, in certain circumstances, it is necessary to apply the
recognition criteria to the separately identifiable components of a single
transaction in order to reflect the substance of the transaction. For example, 2
See also SIC-31 Revenue—Barter Transactions Involving Advertising Services-
when the selling price of a product includes an identifiable amount for
subsequent servicing, that amount is deferred and recognised as revenue over the
period during which the service is performed. Conversely, the recognition
criteria are applied to two or more transactions together when they are linked in
such a way that the commercial effect cannot be understood without reference to
the series of transactions as a whole. For example, an entity may sell goods and,
at the same time, enter into a separate agreement to repurchase the goods at a
later date, thus negating the substantive effect of the transaction; in such a case,
the two transactions are dealt with together.

Sale of goods

Revenue from the sale of goods shall be recognised when all the
following conditions have been satisfied:
(@) the entity has transferred to the buyer the significant risks and rewards of
ownership of the goods;

120



(b) the entity retains neither continuing managerial involvement to the degree
usually associated with ownership nor effective control over the goods sold,;

(c) the amount of revenue can be measured reliably;

(d) it is probable that the economic benefits associated with the transaction will
flow to the entity; and

(e) the costs incurred or to be incurred in respect of the transaction can be
measured reliably.

The assessment of when an entity has transferred the significant risks and
rewards of ownership to the buyer requires an examination of the circumstances
of the transaction. In most cases, the transfer of the risks and rewards of
ownership coincides with the transfer of the legal title or the passing of
possession to the buyer. This is the case for most retail sales. In other cases, the
transfer of risks and rewards of ownership occurs at a different time from the
transfer of legal title or the passing of possession. If the entity retains significant
risks of ownership, the transaction is not a sale and revenue is not recognised.
An entity may retain a significant risk of ownership in a number of ways.
Examples of situations in which the entity may retain the
significant risks and rewards of ownership are:

(@) when the entity retains an obligation for unsatisfactory performance not
covered by normal warranty provisions;

(b) when the receipt of the revenue from a particular sale is contingent on the
derivation of revenue by the buyer from its sale of the goods;

(c) when the goods are shipped subject to installation and the installation is a
significant part of the contract which has not yet been completed by the entity;
and

(d) when the buyer has the right to rescind the purchase for a reason specified in
the sales contract and the entity is uncertain about the probability of return.

If an entity retains only an insignificant risk of ownership, the transaction
is a sale and revenue is recognised. For example, a seller may retain the legal
title to the goods solely to protect the collectibility of the amount due. In such a
case, if the entity has transferred the significant risks and rewards of ownership,
the transaction is a sale and revenue is recognised. Another example of an entity
retaining only an insignificant risk of ownership may be a retail sale when a
refund is offered if the customer is not satisfied. Revenue in such cases is
recognised at the time of sale provided the seller can reliably estimate future
returns and recognises a liability for returns based on previous experience and
other relevant factors.

Revenue is recognised only when it is probable that the economic
benefits associated with the transaction will flow to the entity. In some cases,
this may note probable until the consideration is received or until an uncertainty
IS removed.

Rendering of services

When the outcome of a transaction involving the rendering of services
can be estimated reliably, revenue associated with the transaction shall be
recognised by reference to the stage of completion of the transaction at the end

121



of the reporting period. The outcome of a transaction can be estimated reliably
when all the following conditions are satisfied:

(a) the amount of revenue can be measured reliably;

(b) it is probable that the economic benefits associated with the transaction will
flow to the entity;

(c) the stage of completion of the transaction at the end of the reporting period
can be measured reliably; and

(d) the costs incurred for the transaction and the costs to complete the
transaction can be measured reliably.

Revenue—Barter Transactions Involving Advertising Services. The recognition
of revenue by reference to the stage of completion of a transaction is often
referred to as the percentage of completion method. Under this method, revenue
Is recognised in the accounting periods in which the services are rendered. The
recognition of revenue on this basis provides useful information on the extent of
service activity and performance during a period. IAS 11 also requires the
recognition of revenue on this basis. The requirements of that Standard are
generally applicable to the recognition of revenue and the associated expenses
for a transaction involving the rendering of services. Revenue is recognised only
when it is probable that the economic benefits

associated with the transaction will flow to the entity. However, when an
uncertainty arises about the collectibility of an amount already included in
revenue, the uncollectible amount, or the amount in respect of which recovery
has ceased to be probable, is recognised as an expense, rather than as an
adjustment of the amount of revenue originally recognised.

An entity is generally able to make reliable estimates after it has agreed
to the following with the other parties to the transaction:

(a) each party’s enforceable rights regarding the service to be provided and
received by the parties;

(b) the consideration to be exchanged; and

(c) the manner and terms of settlement.

It is also usually necessary for the entity to have an effective internal
financial budgeting and reporting system. The entity reviews and, when
necessary, revises the estimates of revenue as the service is performed. The need
for such revisions does not necessarily indicate that the outcome of the
transaction cannot be estimated reliably.

The stage of completion of a transaction may be determined by a variety
of methods. An entity uses the method that measures reliably the services
performed. Depending on the nature of the transaction, the methods may
include:

(a) surveys of work performed,;

(b) services performed to date as a percentage of total services to be performed;
or

(c) the proportion that costs incurred to date bear to the estimated total costs of
the transaction. Only costs that reflect services performed to date are included
in costs incurred to date. Only costs that reflect services performed or to be
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performed are included in the estimated total costs of the transaction. Progress
payments and advances received from customers often do not reflect the
services performed.

For practical purposes, when services are performed by an indeterminate
number of acts over a specified period of time, revenue is recognised on a
straight-line basis over the specified period unless there is evidence that some
other method better represents the stage of completion. When a specific act is
much more significant than any other acts, the recognition of revenue is
postponed until the significant act is executed.

When the outcome of the transaction involving the rendering of services
cannot be estimated reliably, revenue shall be recognised only to the extent of
the expenses recognised that are recoverable.

During the early stages of a transaction, it is often the case that the
outcome of the transaction cannot be estimated reliably. Nevertheless, it may be
probable that the entity will recover the transaction costs incurred. Therefore,
revenue is recognised only to the extent of costs incurred that are expected to be
recoverable.

As the outcome of the transaction cannot be estimated reliably, no profit is
recognised.

28 When the outcome of a transaction cannot be estimated reliably and it is not
probable that the costs incurred will be recovered, revenue is not recognised and
the costs incurred are recognised as an expense.

Interest, royalties and dividends
29 Revenue arising from the use by others of entity assets yielding interest,
royalties and dividends shall be recognised on the bases set out in paragraph 30
when:

(a) it is probable that the economic benefits associated with the transaction will
flow to the entity; and
(b) the amount of the revenue can be measured reliably.

Revenue shall be recognised on the following bases:

(a) interest shall be recognised using the effective interest method as set out in
IAS 39,

(b) royalties shall be recognised on an accrual basis in accordance with
thesubstance of the relevant agreement; and

(c) dividends shall be recognised when the shareholder’s right to receive
payment is established.

When unpaid interest has accrued before the acquisition of an interest-
bearinginvestment, the subsequent receipt of interest is allocated between pre-
acquisition and post-acquisition periods; only the post-acquisition portion is
recognised as revenue.

Royalties accrue in accordance with the terms of the relevant agreement
and are usually recognised on that basis unless, having regard to the substance of
the agreement, it is more appropriate to recognise revenue on some other
systematic and rational basis.
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Revenue is recognised only when it is probable that the economic
benefits associated with the transaction will flow to the entity. However, when
an uncertainty arises about the collectibility of an amount already included in
revenue, the uncollectible amount, or the amount in respect of which recovery
has ceased to be probable, is recognised as an expense, rather than as an
adjustment of the amount of revenue originally recognised.

Disclosure

An entity shall disclose:

(a) the accounting policies adopted for the recognition of revenue, including the
methods adopted to determine the stage of completion of transactions involving
the rendering of services;

(b) the amount of each significant category of revenue recognised during the
period, including revenue arising from:

(i) the sale of goods;

(ii) the rendering of services;

(iii) interest;

(iv) royalties;

(v) dividends; and

(c) the amount of revenue arising from exchanges of goods or services included
in each significant category of revenue.

An entity discloses any contingent liabilities and contingent assets in
accordance with IAS 37 Provisions, Contingent Liabilities and Contingent
Assets. Contingent liabilities and contingent assets may arise from items such as
warranty costs, claims, penalties or possible losses.
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International Financial Reporting Standards
Tashkent i

®0Onozuka, T.

IAS 18 Revenue Recognition

Objectives & Scope:

*The objective of this Standard is to prescribe the accounting
freatment of revenue arising from certain types of transactions and
events.

*This Standard shall be applied in accounting for revenue arising from
the following transactions and events:

- (a) the sale of goods;
- (b) the rendering of services; and

- (c) the use by others of entity assets yielding interest, royalties and
dividends

®0nozuka, T.
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IAS 18 Revenue Recognition

Objectives & Scope:

*This Standard does NOT deal with revenue arising from:

- (a) lease agreements (see IAS 17 Leases);

- (b) dividends arising from investments which are accounted for under
the equity method (see IAS 28 Investments in Associates and Joint
Ventures);

- (c) insurance contracts within the scope of IFRS 4 Insurance
Contracts;

- (d) changes in the fair value of financial assets and financial liabilities
or their disposal (see IFRS 9 Financial Instruments);

- (e) changes in the value of other current assets;

- (f) initial recognition and from changes in the fair value of biological
assets related to agricultural activity (see IAS 41 Agriculture);

- (9) initial recognition of agricultural produce (see IAS 41); and
- (h) the extraction of mineral ores.

®0nozuka, T. 2

IAS 18 Revenue Recognition

Measurement of Revenue

‘Revenue is measured at the fair value of the consideration received
or receivable.

*The fair value is defined as.....

- The amount for which an asset could be exchanged, or a liability settled
between knowledgeable, willing parties in an arm's length transaction.

*Generally, the fair value is the amount of cash or cash equivalents
received. If the amount due is paid over fime, the cash flow needs to
be discounted.

®0nozuka, T.
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IAS 18 Revenue Recognition

Measurement of Revenue

Practice

- Company A sells a large computer system to a customer on credit for
$1IM on January 1, 2013. The customer promised to pay $1M on June
30, 2013. What amount of revenue should Company A recognize on
January 1, 2013?? Please show the journal entries to this transaction
on January 1, 2013, and June 30, 2013. The interest rate that a bank
lends money to Company A is 12% p.a.

®0Onozuka, T.

IAS 18 Revenue Recognition

Measurement of Revenue

*If goods or services of similar nature and value are exchanged,
essentially no transaction has occurred and no revenue is recognized.

-If goods or services of a dissimilar nature are exchanged, a revenue
transaction is recognized at the fair value of the goods or services
received.

*If such fair value is not readily available, revenue is recognized at the
fair value of goods given up or services provided.

®0nozuka, T.
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IAS 18 Revenue Recognition

Identification of the Transactions

Sales of Goods

‘Criteria for recognition of revenue for sale of goods are as follows:

Significant risks and rewards of ownership are transferred;

Neither continuing managerial involvement nor effective control over
the goods sold is retained:;

- The amount of revenue is reliably measurable;
- The economic benefits are probable; and

- The costs are reliably measurable.

®0Onozuka, T. 6

IAS 18 Revenue Recognition

Identification of the Transactions - Sales of Goods

Practice

Which of the following situations signify that "risk and rewards” have
not been transferred to the buyer?

XYZ sells goods to ABC Inc. In the sales contract, there is a clause
that the seller has an obligation for unsatisfactory performance, which
is not governed by normal warranty provisions.

- Zeta Inc. shipped machinery to a destination specified by the buyer. A
significant part of the transaction involves installation that has not been
fulfilled by Zeta Inc.

- The buyer has the right to cancel the purchase for a reason not
specified in the contract of sale and the seller is uncertain about the
outcome.

- (Wiley IFRS Practical Implementation Guide and Workbook 2n Edition)

®0nozuka, T.

128



IAS 18 Revenue Recognition

Identification of the Transactions - Sales of Goods

Case

Bespoke Inc. has manufactured a machine specifically to the design of its
customer. The machine could not be used by any other party. Bespoke Inc.
has never manufactured this type of machine before and expects a number
of faults to materialize in its operation during its 15" year of use, which
Bespoke Inc. is contractually bound to fix at no further cost to the
customer. The nature of this faults could well be significant. As of
Bespoke Inc.'s year-end, the machine had been delivered and installed, the
customer invoiced for $100,000 (the contract price), and the costs
incurred by Bespoke Inc. up to that date is $65,000.

How should Bespoke Inc. recognize this transaction?

-(Wiley IFRS Practical Implementation Guide and Workbook 2" Edition)

®0nozuka, T.

IAS 18 Revenue Recognition

Identification of the Transactions

Rendering of Services

*Criteria for recognition of revenue for sale of services are as follows:

The amount of revenue is reliably measurable;
- The economic benefits are probable;
- The stage of completion can be measured reliably

- The costs incurred and the cost to complete can be measured reliably

®0Onozuka, T.
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IAS 18 Revenue Recognition

Identification of the Transactions

Interest, Royalties & Dividends

- Interest is recognized using the "effective interest method"*.

- Royalties are accrued on an accrual basis in accordance with the royalty
agreement.

- Dividends are recognized when the shareholder has a right to receive
payment.

®0Onozuka, T.

IAS 18 Revenue Recognition

Effective Interest Method

Effective Interest Rate Method

An entity loaned $1,000 at 10% interest rate. However, at the time of loan-out, the market interest rate
suddenly increased to 20%.

Interest = 20% Interest = 10%
Dr. Cr. . Cr.
YO Loan Receivable 789 1000
Loss on the loan 211
Cash 1000 1000
Y1 Cash 100 100
Interest income 158 100
Loan receivable 58
Ye Cash 100 100
Interest income 170 100
Loan receivable 70
Y3 Cash 100 100
Interest income 183 100
Loan receivable 83
Y3 Cash 1000 1000
Loan Receivable 1000 1000

®0nozuka, T.
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The Effects of Changes in Foreign Exchange Rates (International
Accounting Standard 21)
Plan:
1. Objective, Definitions
2. Net investment in a foreign operation
3. Reporting at the ends of subsequent reporting periods
4. Disclosure

Objective- An entity may carry on foreign activities in two ways. It may
have transactions in foreign currencies or it may have foreign operations. In
addition, an entity may present its financial statements in a foreign currency.
The objective of this Standard is to prescribe how to include foreign currency
transactions and foreign operations in the financial statements of an entity and
how to translate financial statements into a presentation currency. The principal
issues are which exchange rate(s) to use and how to report the effects of changes
In exchange rates in the financial statements.

Scope- This Standard shall be applied:

(a) in accounting for transactions and balances in foreign currencies, except for
those derivative transactions and balances that are within the scope of IFRS 9
Financial Instruments;

(b) in translating the results and financial position of foreign operations that are
included in the financial statements of the entity by consolidation or the equity
method; and

(c) in translating an entity’s results and financial position into a presentation
currency.

IFRS 9 applies to many foreign currency derivatives and, accordingly,
these are excluded from the scope of this Standard. However, those foreign
currency derivatives that are not within the scope of IFRS 9 (eg some foreign
currency derivatives that are embedded in other contracts) are within the scope
of this Standard. In addition, this Standard applies when an entity translates
amounts relating to derivatives from its functional currency to its presentation
currency. This Standard does not apply to hedge accounting for foreign
currency items, including the hedging of a net investment in a foreign operation.
IAS 39 applies to hedge accounting.

This Standard applies to the presentation of an entity’s financial
statements in a foreign currency and sets out requirements for the resulting
financial statements to be described as complying with International Financial
Reporting Standards (IFRSs). For translations of financial information into a
foreign currency that do not meet these requirements, this Standard specifies
information to be disclosed. This Standard does not apply to the presentation in
a statement of cash flows of the cash flows arising from transactions in a foreign
currency, or to the translation of cash flows of a foreign operation (see IAS 7
Statement of Cash Flows).

Definitions
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The following terms are used in this Standard with the meanings
specified:
Closing rate is the spot exchange rate at the end of the reporting period.
Exchange difference is the difference resulting from translating a given number
of units of one currency into another currency at different exchange rates.
Exchange rate is the ratio of exchange for two currencies.
Fair value is the price that would be received to sell an asset or paid to transfer a
liability in an orderly transaction between market participants at the
measurement date. (See IFRS 13 Fair Value Measurement.)
Foreign currency is a currency other than the functional currency of the entity.
Foreign operation is an entity that is a subsidiary, associate, joint arrangement
or branch of a reporting entity, the activities of which are based or conducted in
a country or currency other than those of the reporting entity.
Functional currency is the currency of the primary economic environment in
which the entity operates.
A group is a parent and all its subsidiaries.
Monetary items are units of currency held and assets and liabilities to be
received or paid in a fixed or determinable number of units of currency.
Net investment in a foreign operation is the amount of the reporting entity’s
interest in the net assets of that operation.
Presentation currency is the currency in which the financial statements are
presented.
Spot exchange rate is the exchange rate for immediate delivery.
Elaboration on the definitions
Functional currency
The primary economic environment in which an entity operates is
normally the one in which it primarily generates and expends cash. An entity
considers the following factors in determining its functional currency:
(a) the currency:
(i) that mainly influences sales prices for goods and services (this will
often be the currency in which sales prices for its goods and services
are denominated and settled); and
(ii) of the country whose competitive forces and regulations mainly
determine the sales prices of its goods and services.
(b) the currency that mainly influences labour, material and other costs of
providing goods or services (this will often be the currency in which such
costs are denominated and settled).
The following factors may also provide evidence of an entity’s functional
currency:
(@) the currency in which funds from financing activities (ie issuing debt and
equity instruments) are generated.
(b) the currency in which receipts from operating activities are usually retained.
The following additional factors are considered in determining the
functional currency of a foreign operation, and whether its functional currency is
the same as that of the reporting entity (the reporting entity, in this context,
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being the entity that has the foreign operation as its subsidiary, branch, associate
or joint arrangement):

(a) whether the activities of the foreign operation are carried out as an extension
of the reporting entity, rather than being carried out with a significant degree of
autonomy. An example of the former is when the foreign operation only sells
goods imported from the reporting entity and remits the proceeds to it. An
example of the latter is when the operation accumulates cash and other monetary
items, incurs expenses, generates income and arranges borrowings, all
substantially in its local currency. (b) whether transactions with the reporting
entity are a high or a low proportion of the foreign operation’s activities.

(c) whether cash flows from the activities of the foreign operation directly affect
the cash flows of the reporting entity and are readily available for remittance to
it. (d) whether cash flows from the activities of the foreign operation are
sufficient to service existing and normally expected debt obligations without
funds being made available by the reporting entity.

When the above indicators are mixed and the functional currency is not obvious,
management uses its judgement to determine the functional currency that most
faithfully represents the economic effects of the underlying transactions, events
and conditions.

Net investment in a foreign operation

An entity may have a monetary item that is receivable from or payable to
a foreign operation. An item for which settlement is neither planned nor likely to
occur in the foreseeable future is, in substance, a part of the entity’s net
investment in that foreign operation, and is accounted for in accordance. Such
monetary items may include long-term receivables or loans. They do not include
trade receivables or trade payables.

The entity that has a monetary item receivable from or payable to a
foreign operation described in paragraph 15 may be any subsidiary of the group.
For example, an entity has two subsidiaries, A and B. Subsidiary B is a foreign
operation. Subsidiary A grants a loan to Subsidiary B. Subsidiary A’s loan
receivable from Subsidiary B would be part of the entity’s net investment in
Subsidiary B if settlement of the loan is neither planned nor likely to occur in
the foreseeable future. This would also be true if Subsidiary A were itself a
foreign operation.

Monetary items

The essential feature of a monetary item is a right to receive (or an
obligation to deliver) a fixed or determinable number of units of currency.
Examples include: pensions and other employee benefits to be paid in cash;
provisions that are to be settled in cash; and cash dividends that are recognised
as a liability. Similarly, a contract to receive (or deliver) a variable number of
the entity’s own equity instruments or a variable amount of assets in which the
fair value to be received (or delivered) equals a fixed or determinable number of
units of currency is a monetary item. Conversely, the essential feature of a non-
monetary item is the absence of a right to receive (or an obligation to deliver) a
fixed or determinable number of units of currency. Examples include: amounts
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prepaid for goods and services (eg prepaid rent); goodwill; intangible assets;
inventories; property, plant and equipment; and provisions that are to be settled
by the delivery of a non-monetary asset.

Summary of the approach required by this Standard In preparing
financial statements, each entity—whether a stand-alone entity, an entity with
foreign operations (such as a parent) or a foreign operation (such as a subsidiary
or branch)—determines its functional currency in accordance with paragraphs
9-14. The entity translates foreign currency items into its functional currency
and reports the effects of such translation in accordance

Many reporting entities comprise a number of individual entities (eg a
group is made up of a parent and one or more subsidiaries). Various types of
entities, whether members of a group or otherwise, may have investments in
associates or joint arrangements. They may also have branches. It is necessary
for the results and financial position of each individual entity included in the
reporting entity to be translated into the currency in which the reporting entity
presents its financial statements. This Standard permits the presentation currency
ofa IAS 21

Reporting at the ends of subsequent reporting periods

At the end of each reporting period:

(a) foreign currency monetary items shall be translated using the closing rate;

(b) non-monetary items that are measured in terms of historical cost in a foreign
currency shall be translated using the exchange rate at the date of the
transaction; and

(c) non-monetary items that are measured at fair value in a foreign currency
shall be translated using the exchange rates at the date when the fair value was
measured.

The carrying amount of an item is determined in conjunction with other
relevant Standards. For example, property, plant and equipment may be
measured in terms of fair value or historical cost in accordance with IAS 16
Property, Plant and Equipment. Whether the carrying amount is determined on
the basis of historical cost or on the basis of fair value, if the amount is
determined in a foreign currency it is then translated into the functional currency
in accordance with this Standard.

The carrying amount of some items is determined by comparing two or
more amounts. For example, the carrying amount of inventories is the lower of
cost and net realisable value in accordance with IAS 2 Inventories. Similarly, in
accordance with IAS 36 Impairment of Assets, the carrying amount of an asset
for which there is an indication of impairment is the lower of its carrying
amount before considering possible impairment losses and its recoverable
amount. When such an asset is non-monetary and is measured in a foreign
currency, the carrying amount is determined by comparing:

(a) the cost or carrying amount, as appropriate, translated at the exchange rate at
the date when that amount was determined (ie the rate at the date of the
transaction for an item measured in terms of historical cost); and (b) the net
realisable value or recoverable amount, as appropriate, translated at the
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exchange rate at the date when that value was determined (eg the closing rate at
the end of the reporting period).

Change in functional currency

When there is a change in an entity’s functional currency, the entity shall
apply the translation procedures applicable to the new functional currency
prospectively from the date of the change.

Tax effects of all exchange differences

Gains and losses on foreign currency transactions and exchange
differences arising on translating the results and financial position of an entity
(including a foreign operation) into a different currency may have tax effects.
IAS 12 Income Taxes applies to these tax effects.

Disclosure

In paragraphs 53 and 55-57 references to ‘functional currency’ apply, in
the case of a group, to the functional currency of the parent.

An entity shall disclose:

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

(b) net exchange differences recognised in other comprehensive income and
accumulated in a separate component of equity, and a reconciliation of the
amount of such exchange differences at the beginning and end of the period.

When the presentation currency is different from the functional currency,
that fact shall be stated, together with disclosure of the functional currency and
the reason for using a different presentation currency.

When there is a change in the functional currency of either the reporting
entity or a significant foreign operation, that fact and the reason for the change
in functional currency shall be disclosed.

When an entity displays its financial statements or other financial information
in a currency that is different from either its functional currency or its
presentation currency and the requirements, it shall:

(@) clearly identify the information as supplementary information to distinguish
it from the information that complies with IFRSs;

(b) disclose the currency in which the supplementary information is displayed;
and

(c) disclose the entity’s functional currency and the method of translation used
to determine the supplementary information.
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IAS 21 Effect of Changes in Foreign Exchange Rates

What is IAS 21?

IAS 21 prescribes......

*how to include foreign currency transactions and foreign operations in
the financial statements of an entity

how to franslate financial statements into a presentation currency.

®0Onozuka, T.
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IAS 21 Effect of Changes in Foreign Exchange Rates

Example

*JIKA Uzbekistan Manufacturing Inc. is a subsidiary of JIKA Japan
Manufacturing Corp.

*JIKA Uzbekistan preparers its financial statements in Uzbek Cym.

-JIKA Japan has to include JIKA Uzbekistan's financial statements
into its consolidated financial statements.

*JIKA Japan's currency is Japanese Yen.

JIKA
Urbekistan Japon
Remeasurement
YEMN YEN
Subsidiory's Consolidated
Financial Financial
Statements Statements

®0nozuka, T.

IAS 21 Effect of Changes in Foreign Exchange Rates

Functional Currency and Presentation Currency

*InIAS 21, there are two currencies; i.e., functional currency and
presentation currency.

*The functional currency is the currency of the primary economic
environment in which the company operates.

*The presentation currency is the currency that is used to present the
financial statements.

AN

®0Onozuka, T.
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IAS 21 Effect of Changes in Foreign Exchange Rates

Determination of Functional Currency

*The functional currency is normally the currency used in a country
where an entity is doing business.

In determining the functional currency, several factors must be
considered as follows:

- Currency which influences the prices
- Currency which influences the costs

- Currency of the country whose competitive forces & regulations influence the
pricing structure

- Currency of the funds generated from financing activities
- Currency in which cash from operating activities are retained.

®0nozuka, T.

IAS 21 Effect of Changes in Foreign Exchange Rates

Determination of Functional Currency

*In determining the functional currency for a foreign operation,

- whether the activities of the foreign operation are carried out as an
extension of the reporting entity, rather than being carried out with a
significant degree of autonomy.

- Anexample of the former is when the foreign operation only sells goods
imported from the reporting entity and remits the proceeds to it. An
example of the latter is when the operation accumulates cash and other
monetary items, incurs expenses, generates income and arranges
borrowings, all substantially in its local currency.

®0Onozuka, T.
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IAS 21 Effect of Changes in Foreign Exchange Rates

Determination of Functional Currency
Exercise 1

ExxonMobil Japan is 100% owned by Exxon Mobil Corp. in US. It imports
crude oils from foreign countries, and refine them into petroleum products,
and sell them in Japan. It has about 2000 service stations across the
country. The price for gasoline is determined by the cost of crude oils,
foreign exchange rate, and competition in the market. The functional
currency of ExxonMobil US is $.

*What is the functional currency for ExxonMobil Japan?

[ us | [ Japan |
Us$ JPY

l Crude Oils

ExxonMobil US ExxonMobil Japan | Refinining
Incurring expenses

l sell petroleum products

Customers
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IAS 21 Effect of Changes in Foreign Exchange Rates

Determination of Functional Currency
Exercise 2

Cummins Japan is 100% owned by Cummins Engine Company in US. It
imports diesel engines from Cummins US, and sell them to Japanese ship
builders, construction machinery manufacturing companies, and so force.
The price for engines is based on the price list prepared by Cummins US.
The functional currency of Cummins US is $.

*What is the functional currency for Cummins Japan?

V3

JPY

sells diesel engines
|

Cummins US Cummins Japan

l sell diesel engines

Customers

®0Onozuka, T.

139



IAS 21 Effect of Changes in Foreign Exchange Rates

Revaluation - Foreign Currency Transactions
Initial measurement

- Any foreign currency transactions must be measured by the foreign
exchange rate at the date of transaction.

- "Foreign currency transactions” mean any transactions conducted by
other than a functional currency.

i
i
fas G ael
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IAS 21 Effect of Changes in Foreign Exchange Rates

Subsequent measurement

- Any monetary items must be re-measured by the foreign exchange rate
at the date of reporting. Any gains or losses arising from the re-
measurement will be booked to profit and loss.

- Any non-monetary items are not re-measured except for revalued
items.

- For revalued non-monetary items, the foreign exchange rate at the
date of revaluation is used, and any gains or losses are booked to either
profit and loss or OCT.

|

el b

®0nozuka, T. 9
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IAS 12 Income Taxes

Monetary items & non-monetary items

*Monetary items

The essential feature of a monetary item is a right to receive (or an
obligation to deliver) a fixed or determinable number of units of currency.
Examples include:

-Trade account receivable

-Pensions and other employee benefits to be paid in cash;
-Provisions that are to be settled in cash;

-Cash dividends that are recognized as a liability.

-Conversely, the essential feature of a non-monetary item is the absence of
a right to receive (or an obligation to deliver) a fixed or determinable
number of units of currency. Examples include: amounts prepaid for goods
and services (eg prepaid rent). goodwill; intangible assets: inventories:
property, plant and equipment; and provisions that are to be settled by the
delivery of a non-monetary asset.

®0nozuka, T.

IAS 21 Effect of Changes in Foreign Exchange Rates

Monetary items & non-monetary items

*Non-monetary items

The essential feature of a non-monetary item is the absence of a right to
receive (or an obligation to deliver) a fixed or determinable number of
units of currency. Examples include:

Amounts prepaid for goods and services (eg prepaid rent);
Goodwill;

Intangible assets;

Inventories;

Property, plant and equipment; and

provisions that are to be settled by the delivery of a non-monetary
asset.

®0Onozuka, T.
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IAS 21 Effect of Changes in Foreign Exchange Rates

Remeasurement to the presentation currency

*If the functional currency is not the same with the
presentation currency, the financial statements in the
functional currency must be translated into the ones in the
presentation currency.

Tronsaction Functional Presentation
asrencies arTency arTency
{Us$) ry)
Bwro — US$ — JPY
JrY — US$ — JPY
A$ — US$ — JPY
Yuen — US$ — JPY
Revaluation Remeasurement

®0Onozuka, T. 12

IAS 21 Effect of Changes in Foreign Exchange Rates

Translation of B/S

*(a) assets and liabilities for each statement of financial position
presented (i.e. including comparatives) shall be translated at the
closing rate at the date of that statement of financial position;

Translation of P/L and OCI

+(b) income and expenses for each statement presenting profit or loss
and other comprehensive income (i.e. including comparatives) shall be
translated at exchange rates at the dates of the transactions; and

Exchange Differences

*(c) all resulting exchange differences shall be recognized in other
comprehensive income.

®0Onozuka, T. 13
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IAS 21 Effect of Changes in Foreign Exchange Rates

®0nozuka, T.

| Assets and Liabilities | e [Fx Rate at the date of reporting |

|Reuenues & Expenses | — |Fx Rate af the dafe of fransactions |

|CapiTaI Transactions | — |Fx Rate af the dafe of fransactions |

| 6ains & Losses are booked fo Other Comprehensive Income |

| If the entfity is disposed of , then they will be booked to profits & losses. |
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Related Party Disclosures (International Accounting Standard 24)

Plan:
1. Objective
2. Government-related entities
3. Disclosures
4. All entities

Objective The objective of this Standard is to ensure that an entity’s
financial statements contain the disclosures necessary to draw attention to the
possibility that its financial position and profit or loss may have been affected by
the existence of related parties and by transactions and outstanding balances,
including commitments, with such parties.

Scope This Standard shall be applied in:

(a) identifying related party relationships and transactions;

(b) identifying outstanding balances, including commitments, between an entity
and its related parties;

(c) identifying the circumstances in which disclosure of the items in (a) and (b)
Is required; and

(d) determining the disclosures to be made about those items.

This Standard requires disclosure of related party relationships,
transactions and outstanding balances, including commitments, in the
consolidated and separate financial statements of a parent or investors with joint
control of, or significant influence over, an investee presented in accordance
with IFRS 10 Consolidated

Financial Statements or IAS 27 Separate Financial Statements. This
Standard also applies to individual financial statements.

Related party transactions and outstanding balances with other entities in
a group
are disclosed in an entity’s financial statements. Intragroup related party
transactions and outstanding balances are eliminated in the preparation of
consolidated financial statements of the group. Purpose of related party
disclosures

Related party relationships are a normal feature of commerce and
business. For example, entities frequently carry on parts of their activities
through subsidiaries, joint ventures and associates. In those circumstances, the
entity has the ability to affect the financial and operating policies of the investee
through the presence of control, joint control or significant influence. 6 A related
party relationship could have an effect on the profit or loss and financial position
of an entity. Related parties may enter into transactions that unrelated parties
would not. For example, an entity that sells goods to its parent at cost might not
sell on those terms to another customer. Also, transactions between related
parties may not be made at the same amounts as between unrelated parties.
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The profit or loss and financial position of an entity may be affected by a
related party relationship even if related party transactions do not occur. The
mere existence of the relationship may be sufficient to affect the transactions of
the entity with other parties. For example, a subsidiary may terminate relations
with a trading partner on acquisition by the parent of a fellow subsidiary
engaged in the same activity as the former trading partner. Alternatively, one
party may refrain from acting because of the significant influence of another—
for example, a subsidiary may be instructed by its parent not to engage in
research and development.

For these reasons, knowledge of an entity’s transactions, outstanding
balances, including commitments, and relationships with related parties may
affect assessments of its operations by users of financial statements, including
assessments of the risks and opportunities facing the entity.

Definitions
The following terms are used in this Standard with the meanings specified:

A related party is a person or entity that is related to the entity that is preparing
its financial statements (in this Standard referred to as the ‘reporting entity’).

(@) A person or a close member of that person’s family is related to a reporting
entity if that person:

(i) has control or joint control of the reporting entity;

(i) has significant influence over the reporting entity; or

(iii) i1s a member of the key management personnel of the reporting entity or of a
parent of the reporting entity.

(b) An entity is related to a reporting entity if any of the following conditions
applies:

(i) The entity and the reporting entity are members of the same group (which
means that each parent, subsidiary and fellow subsidiary is related to the others).
(if) One entity is an associate or joint venture of the other entity (or an associate
or joint venture of a member of a group of which the other entity is a member).
(iii) Both entities are joint ventures of the same third party.

(iv) One entity is a joint venture of a third entity and the other entity is an
associate of the third entity.

(v) The entity is a post-employment benefit plan for the benefit of employees of
either the reporting entity or an entity related to the reporting entity. If the
reporting entity is itself such a plan, the sponsoring employers are also related to
the reporting entity.

(vi) The entity is controlled or jointly controlled by a person identified

in (a).

(vii) A person identified in (a)(i) has significant influence over the entity or is a
member of the key management personnel of the entity (or of a parent of the
entity).

A related party transaction is a transfer of resources, services or obligations
between a reporting entity and a related party, regardless of whether a price is
charged.
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Close members of the family of a person are those family members who may be
expected to influence, or be influenced by, that person in their dealings with the
entity and include:

(a) that person’s children and spouse or domestic partner;

(b) children of that person’s spouse or domestic partner; and

(c) dependants of that person or that person’s spouse or domestic partner.

Compensation includes all employee benefits (as defined in IAS 19
Employee Benefits) including employee benefits to which IFRS 2 Share-based
Payment applies. Employee benefits are all forms of consideration paid, payable
or provided by the entity, or on behalf of the entity, in exchange for services
rendered to the entity. It also includes such consideration paid on behalf of a
parent of the entity in respect of the entity. Compensation includes: (a) short-
term employee benefits, such as wages, salaries and social security contributions,
paid annual leave and paid sick leave, profit-sharing and
bonuses (if payable within twelve months of the end of the period) and non-
monetary benefits (such as medical care, housing, cars and free or subsidised
goods or services) for current employees; (b) post-employment benefits such as
pensions, other retirement benefits, post-employment life insurance and post-
employment medical care; (c) other long-term employee benefits, including
long-service leave or sabbatical leave, jubilee or other long-service benefits,
long-term disability benefits and, if they are not payable wholly within twelve
months after the end of the period, profit-sharing, bonuses and deferred
compensation; (d) termination benefits; and (e) share-based payment.

Key management personnel are those persons having authority and
responsibility for planning, directing and controlling the activities of the entity,
directly or indirectly, including any director (whether executive or otherwise) of
that entity. Government refers to government, government agencies and similar
bodies whether local, national or international. A government-related entity is an
entity that is controlled, jointly controlled or significant influence by a
government. The terms ‘control’, ‘jointly control’ and ‘significant influence’ are
defined in IFRS 10, IFRS 11 Joint Arrangements and IAS 28 Investments in
Associates and Joint

Ventures and are used in this Standard with the meanings specified in
those IFRSs.

In considering each possible related party relationship, attention is directed to
the substance of the relationship and not merely the legal form.

In the context of this Standard, the following are not related parties:

(@) two entities simply because they have a director or other member of key
management personnel in common or because a member of key management
personnel of one entity has significant influence over the other entity.

(b) two joint venturers simply because they share joint control of a joint venture.
(i) providers of finance,

(ii) trade unions,

(iii) public utilities, and
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(iv) departments and agencies of a government that does not control, jointly
control or significant influence the reporting entity, simply by virtue of their
normal dealings with an entity (even though they may affect the freedom of
action of an entity or participate in its decision-making process).

(d) a customer, supplier, franchisor, distributor or general agent with whom an
entity transacts a significant volume of business, simply by virtue of the
resulting economic dependence. In the definition of a related party, an associate
includes subsidiaries of the

associate and a joint venture includes subsidiaries of the joint venture. Therefore,
for example, an associate’s subsidiary and the investor that has significant
influence over the associate are related to each other.

Disclosures - All entities

Relationships between a parent and its subsidiaries shall be disclosed
irrespective of whether there have been transactions between them. An entity
shall disclose the name of its parent and, if different, the ultimate controlling
party. If neither the entity’s parent nor the ultimate controlling party produces
consolidated financial statements available for public use, the name of the next
most senior parent that does so shall also be disclosed. To enable users of
financial statements to form a view about the effects of related party
relationships on an entity, it is appropriate to disclose the related party
relationship when control exists, irrespective of whether there have been
transactions between the related parties. The requirement to disclose related
party relationships between a parent and its subsidiaries is in addition to the
disclosure requirements in IAS 27 and IFRS 12
Disclosure of Interests in Other Entities.

Paragraph 13 refers to the next most senior parent. This is the first parent
in the group above the immediate parent that produces consolidated financial
statements available for public use.

An entity shall disclose key management personnel compensation in total
and for each of the following categories:

(a) short-term employee benefits;
(b) post-employment benefits;
(c) other long-term benefits;

(d) termination benefits; and

(e) share-based payment.

If an entity has had related party transactions during the periods covered
by the financial statements, it shall disclose the nature of the related party
relationship as well as information about those transactions and outstanding
balances, including commitments, necessary for users to understand the
potential effect of the relationship on the financial statements. These disclosure
requirements are in addition to those in paragraph 17. At a minimum,
disclosures shall include:

(a) the amount of the transactions;
(b) the amount of outstanding balances, including commitments, and:
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(i) their terms and conditions, including whether they are secured, and the nature
of the consideration to be provided in settlement; and
(i) details of any guarantees given or received;
(c) provisions for doubtful debts related to the amount of outstanding balances;
and
(d) the expense recognised during the period in respect of bad or doubtful debts
due from related parties.
The disclosures required by paragraph 18 shall be made separately for
each of the following categories:
(a) the parent;
(b) entities with joint control of, or significant influence over, the entity;
(c) subsidiaries;
(d) associates;
(e) joint ventures in which the entity is a joint venturer;
(f) key management personnel of the entity or its parent; and
(g) other related parties.
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TAS 24 Related Party Transactions

Objectives & Background:

*Arms-length transactions: fair value in various markets
‘However, related party transactions: other than fair values.
*Such non-arms length fair value—> the entity's profit

* Financial statement users needs fo be aware of such related party
transactions.

*IAS 10 prescribes the disclosure requirement for the related party

transactions.

®0nozuka, T.
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IAS 24 Related Party Transactions

What are the related party transactions?

*Transaction with a parent company

*Transaction with a subsidiary company

*Transaction with a fellow subsidiary

*Transaction with a joint venture

*Transaction with key management personnel

*Transaction with close member of the family of an individual

®0nozuka, T.

TAS 24 Related Party Transactions

Practice..

Consider the following situations, and decide if the parties are related
with each other.

‘A is a director of the entity

‘B is the parent company of the entity.

+C is the shareholder who owns 0.1% of the entity's share.
-J is the CEO of Company K.

‘L is married to J, CEO of Company L.

K and L are ventures who jointly control M.

=

®0nozuka, T.
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IAS 24 Related Party Transactions

Disclosures

*Parent-subsidiary relationship
» This needs to be disclosed even though there are no transactions

*Management compensation
* This includes post-employment benefits, share-based payments etc.

‘Related party transaction
* The relationship between the related parties, information about the
transaction and outstanding balances for the transaction needs to be
disclosed.
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IAS 24 Related Party Transactions

Disclosures - Examples

« Nokia’s notes to 2011 financial statements

*7B. Related Party Transactions (P184)

There have been no material transactions during the last three fiscal
years to which any director, executive officer or 5% shareholder, or
any relative or spouse of any of them, was a party. There is no
significant outstanding indebtedness owed o Nokia by any director,
executive officer or 5% shareholder.

®0nozuka, T. 5
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IAS 24 Related Party Transactions

Disclosures - Examples
» Nestlé's notes to 2011 financial statements

20.1 Compensation of the Board of Directors and the Executive Board

Board of Directors

*With the exception of the Chairman and the CEO, members of the Board of
Directors receive an annual compensation that varies with the Board and the
Committee responsibilities as follows:

- Board members: CHF 280 000;

- members of the Chairman's and Corporate Governance Committee:
additional CHF 200 000;

Executive Board

*The total annual remuneration of the members of the Executive Board
comprises a salary, a bonus.............
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IAS 24 Related Party Transactions

Disclosures - Examples
 Nestlé's notes to 2011 financial statements

20.1 Compensation of the Board of Directors and the Executive Board

Board of Directors

*With the exception of the Chairman and the CEO, members of the Board of
Directors receive an annual compensation that varies with the Board and the
Committee responsibilities as follows:

- Board members: CHF 280 000;

- members of the Chairman's and Corporate Governance Committee:
additional CHF 200 000;

Executive Board

*The total annual remuneration of the members of the Executive Board
comprises a salary, a bonus...........
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Interim Financial Reporting (International Accounting Standard 34)
Plan:
1. Objective, Definitions
2. Disclosure in annual financial statements
3. Revenues received seasonally, cyclically, or occasionally

Objective The objective of this Standard is to prescribe the minimum content
of an interim financial report and to prescribe the principles for recognition and
measurement in complete or condensed financial statements for an interim
period. Timely and reliable interim financial reporting improves the ability of
investors, creditors, and others to understand an entity’s capacity to generate
earnings and cash flows nd its financial condition and liquidity.

Scope This Standard does not mandate which entities should be required to
publish nterim financial reports, how frequently, or how soon after the end of an
interim eriod. However, governments, securities regulators, stock exchanges,
and ccountancy bodies often require entities whose debt or equity securities are
ublicly traded to publish interim financial reports. This Standard applies if an
ntity is required or elects to publish an interim financial report in accordance ith
International Financial Reporting Standards (IFRSs). The International
ccounting Standards Committeel encourages publicly traded entities to provide
nterim financial reports that conform to the recognition, measurement, and
isclosure principles set out in this Standard. Specifically, publicly traded entities
re encouraged:

a) to provide interim financial reports at least as of the end of the first half of
heir financial year; and
(b) to make their interim financial reports available not later than 60 days after
he end of the interim period.

Each financial report, annual or interim, is evaluated on its own for
conformity o IFRSs. The fact that an entity may not have provided interim
financial reports uring a particular financial year or may have provided interim
financial eports that do not comply with this Standard does not prevent the
entity’s nnual financial statements from conforming to IFRSs if they otherwise
do so. If an entity’s interim financial report is described as complying with
IFRSs, it must omply with all of the requirements of this Standard. Paragraph 19
requires ertain disclosures in that regard.

The International Accounting Standards Committee was succeeded by the
International

Definitions

The following terms are used in this Standard with the meanings
specified:

Interim period is a financial reporting period shorter than a full financial year.
Interim financial report means a financial report containing either a complete set
f financial statements (as described in IAS 1 Presentation of Financial
Statements as revised in 2007)) or a set of condensed financial statements (as
described in this tandard) for an interim period.
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Content of an interim financial report

5 1AS 1 (as revised in 2007) defines a complete set of financial statements as
including the following components:

(a) a statement of financial position as at the end of the period;

(b) a statement of comprehensive income for the period,;

(c) a statement of changes in equity for the period,;

(d) a statement of cash flows for the period;

(e) notes, comprising a summary of significant accounting policies and other
explanatory information; and

(f) a statement of financial position as at the beginning of the earliest omparative
period when an entity applies an accounting policy etrospectively or makes a
retrospective restatement of items in its financial tatements, or when it
reclassifies items in its financial statements.

In the interest of timeliness and cost considerations and to avoid
repetition of nformation previously reported, an entity may be required to or
may elect to provide less information at interim dates as compared with its
annual financial tatements. This Standard defines the minimum content of an
interim inancial report as including condensed financial statements and selected
xplanatory notes. The interim financial report is intended to provide an pdate on
the latest complete set of annual financial statements. Accordingly, t focuses on
new activities, events, and circumstances and does not duplicate nformation
previously reported.

Nothing in this Standard is intended to prohibit or discourage an entity
from ublishing a complete set of financial statements (as described in IAS 1) in
its nterim financial report, rather than condensed financial statements and
selected xplanatory notes. Nor does this Standard prohibit or discourage an
entity from ncluding in condensed interim financial statements more than the
minimum ine items or selected explanatory notes as set out in this Standard.

The recognition and measurement guidance in this Standard applies also
to complete financial statements for an interim period, and such statements
would include all of the disclosures required by this Standard (particularly the
selected note disclosures in paragraph 16) as well as those required by other
IFRSs.

Minimum components of an interim financial report

An interim financial report shall include, at a minimum, the following

components:

(a) a condensed statement of financial position;

(b) a condensed statement or condensed statements of profit or loss and other
comprehensive income;

(c) a condensed statement of changes in equity;

(d) a condensed statement of cash flows; and

(e) selected explanatory notes.

If an entity publishes a complete set of financial statements in its interim
financial
report, the form and content of those statements shall conform to the
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requirements of IAS 1 for a complete set of financial statements.

If an entity publishes a set of condensed financial statements in its interim
financial report, those condensed statements shall include, at a minimum, each
of the headings and subtotals that were included in its most recent annual
financial statements and the selected explanatory notes as required by this
Standard.

Additional line items or notes shall be included if their omission would
make the
condensed interim financial statements misleading.

In the statement that presents the components of profit or loss for an
interim period, an entity shall present basic and diluted earnings per share for
that period when the entity is within the scope of IAS 33 Earnings per Share.2

If an entity presents items of profit or loss in a separate statement as
described in paragraph 10A of 1AS 1 (as amended in 2011), it presents basic and
diluted earnings per share in that statement.

IAS 1 (as revised in 2007) provides guidance on the structure of financial
statements. The Implementation Guidance for IAS 1 illustrates ways in which
the statement of financial position, statement of comprehensive income and
statement of changes in equity may be presented.

An interim financial report is prepared on a consolidated basis if the
entity’s most
recent annual financial statements were consolidated statements. The parent’s
separate financial statements are not consistent or comparable with the
consolidated statements in the most recent annual financial report. If an entity’s

This paragraph was amended by Improvements to IFRSs issued in May
2008 to larify the scope of IAS 34. annual financial report included the parent’s
separate financial statements in addition to consolidated financial statements,
this Standard neither requires nor prohibits the inclusion of the parent’s separate
statements in the entity’s interim financial report.

Significant events and transactions

An entity shall include in its interim financial report an explanation of
events and transactions that are significant to an understanding of the changes in
financial position and performance of the entity since the end of the last annual
reporting period. Information disclosed in relation to those events and
transactions shall update the relevant information presented in the most recent
annual financial report.

A user of an entity’s interim financial report will have access to the most
recent annual financial report of that entity. Therefore, it is unnecessary for the
notes to an interim financial report to provide relatively insignificant updates to
the information that was reported in the notes in the most recent annual financial
report.

The following is a list of events and transactions for which disclosures
would be required if they are significant: the list is not exhaustive.

(a) the write-down of inventories to net realisable value and the reversal of such
a write-down;
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(b) recognition of a loss from the impairment of financial assets, property, plant
and equipment, intangible assets, or other assets, and the reversal of such an
impairment loss;
(c) the reversal of any provisions for the costs of restructuring;
(d) acquisitions and disposals of items of property, plant and equipment;
(e) commitments for the purchase of property, plant and equipment;
(f) litigation settlements;
(g) corrections of prior period errors;
(h) changes in the business or economic circumstances that affect the fair value
of the entity’s financial assets and financial liabilities, whether those assets
or liabilities are recognised at fair value or amortised cost;
(i) any loan default or breach of a loan agreement that has not been remedied on
or before the end of the reporting period,;
(j) related party transactions;
(k) transfers between levels of the fair value hierarchy used in measuring the fair
value of financial instruments;
(I) changes in the classification of financial assets as a result of a change in the
purpose or use of those assets; and
(m) changes in contingent liabilities or contingent assets.

Individual IFRSs provide guidance regarding disclosure requirements for
many of
the items listed in paragraph 15B. When an event or transaction is significant to
an understanding of the changes in an entity’s financial position or performance
since the last annual reporting period, its interim financial report should provide
an explanation of and an update to the relevant information included in the
financial statements of the last annual reporting period.

Other disclosures

In addition to disclosing significant events and transactions in accordance
with paragraphs 15-15C, an entity shall include the following information, in
the notes to its interim financial statements, if not disclosed elsewhere in the
interim financial report. The information shall normally be reported on a
financial year-to-date basis.
(a) a statement that the same accounting policies and methods of computation
are followed in the interim financial statements as compared with the most
recent annual financial statements or, if those policies or methods have been
changed, a description of the nature and effect of the change.
(b) explanatory comments about the seasonality or cyclicality of interim
operations.
(c) the nature and amount of items affecting assets, liabilities, equity, net income
or cash flows that are unusual because of their nature, size or incidence.
(d) the nature and amount of changes in estimates of amounts reported in prior
interim periods of the current financial year or changes in estimates of amounts
reported in prior financial years.
(e) issues, repurchases and repayments of debt and equity securities.
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(f) dividends paid (aggregate or per share) separately for ordinary shares and
other shares.
(g) the following segment information (disclosure of segment information is
required in an entity’s interim financial report only if IFRS 8 Operating
Segments requires that entity to disclose segment information in its annual
financial statements):
(i) revenues from external customers, if included in the measure of segment
profit or loss reviewed by the chief operating decision maker or otherwise
regularly provided to the chief operating decision maker.
(i) intersegment revenues, if included in the measure of segment profit or loss
reviewed by the chief operating decision maker or otherwise regularly provided
to the chief operating decision maker.
(iii) a measure of segment profit or loss.
(iv) total assets for which there has been a material change from the amount
disclosed in the last annual financial statements.
(v) a description of differences from the last annual financial statements in the
basis of segmentation or in the basis of measurement of segment profit or loss.
(vi) a reconciliation of the total of the reportable segments’ measures of profit or
loss to the entity’s profit or loss before tax expense (tax income) and
discontinued operations. However, if an entity allocates
to reportable segments items such as tax expense (tax income), the entity may
reconcile the total of the segments’ measures of profit or loss to profit or loss
after those items. Material reconciling items shall be separately identified and
described in that reconciliation.
(h) events after the interim period that have not been reflected in the financial
statements for the interim period.
(i) the effect of changes in the composition of the entity during the interim
period, including business combinations, obtaining or losing control of
subsidiaries and long-term investments, restructurings, and discontinued
operations. In the case of business combinations, the entity shall disclose the
information required by IFRS 3 Business Combinations.

Costs incurred unevenly during the financial year

Costs that are incurred unevenly during an entity’s financial year shall be
anticipated or deferred for interim reporting purposes if, and only if, it is also
appropriate to anticipate or defer that type of cost at the end of the financial year.
Applying the recognition and measurement principles

The measurement procedures to be followed in an interim financial report
shall be designed to ensure that the resulting information is reliable and that all
material financial information that is relevant to an understanding of the
financial position or performance of the entity is appropriately disclosed. While
measurements in both annual and interim financial reports are often based on
reasonable estimates, the preparation of interim financial reports generally will
require a greater use of estimation methods than annual financial reports.

One objective of the preceding principle is to ensure that a single
accounting policy is applied to a particular class of transactions throughout an
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entire financial year. Under IAS 8, a change in accounting policy is reflected by
retrospective application, with restatement of prior period financial data as far
back as is practicable. However, if the cumulative amount of the adjustment
relating to prior financial years is impracticable to determine, then under 1AS 8
the new policy is applied prospectively from the earliest date practicable. The
effect of the principle in paragraph 43 is to require that within the current
financial year any change in accounting policy is applied either retrospectively
or, if that is not practicable, prospectively, from no later than the beginning of
the financial year.

To allow accounting changes to be reflected as of an interim date within
the financial year would allow two differing accounting policies to be applied to
a particular class of transactions within a single financial year. The result would
be interim allocation difficulties, obscured operating results, and complicated
analysis and understandability of interim period information.

Effective date

This Standard becomes operative for financial statements covering
periods beginning on or after 1 January 1999. Earlier application is encouraged.
47 1AS 1 (as revised in 2007) amended the terminology used throughout IFRSs.
In addition it amended paragraphs 4, 5, 8, 11, 12 and 20, deleted paragraph 13
and added paragraphs 8A and 11A. An entity shall apply those amendments for
annual periods beginning on or after 1 January 2009. If an entity applies 1AS 1
(revised 2007) for an earlier period, the amendments shall be applied for that
earlier period.
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IAS 34 Interim Financial Statements

Objectives:

*The objective of this Standard is

- to prescribe the minimum content. and the principles for recognition
and measurement for the interim financial statements.

Scope:

- This Standard does not mandate which entities should be required to
publish interim financial reports, how frequently, or how soon after the
end of an interim period.......

- This Standard applies if an entity is required or elects o publish an

interim financial report in accordance with IFRSs.

®0Onozuka, T.
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IAS 34 Interim Financial Statements

Minimum components of an interim financial report:

*An interim financial report shall include, at a minimum, the following
components:

a. a condensed statement of financial position;

b. a condensed statement or condensed statements of profit or loss and
other comprehensive income;

c. acondensed statement of changes in equity:
d. a condensed statement of cash flows; and
e. selected explanatory notes.

\
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IAS 34 Interim Financial Statements

Minimum components of an interim financial report:

*In the interest of timeliness and cost considerations and to avoid
repetition of information previously reported,

- an entity may be required to or may elect to provide less information at
interim dates as compared with its annual financial statements.
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IAS 34 Interim Financial Statements

* Periods for which interim financial statements are required to
be presented:
- statement of financial position as of the end of the current interim period

and a comparative statement of financial position as of the end of the
immediately preceding financial year.

- statements of comprehensive income for the current interim period and
cumulatively for the current financial year to date, with comparative
statements of comprehensive income for the comparable interim periods
(current and year-to-date) of the immediately preceding financial year

- statement of changes in equity cumulatively for the current financial year
to date, with a comparative statement for the comparable year-to-date
period of the immediately preceding financial year.

- statement of cash flows cumulatively for the current financial year to
date, with a comparative statement for the comparable year-to-date

period of the immediately preceding financial year. \;
A
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IAS 34 Interim Financial Statements

*+ Periods for which interim financial statements are required to
be presented:

Example:

|Fiscal Year: January 1 to December 31 Current Interim Period: Sept. 30, 2012

Current Comparative
Statement of Financial Position
Sept. 30, 2012 Dect. 31, 2011

Statement of Comprehensive Income

July - Sept, 2012 July - Sept, 2011

Jan. - Sept, 2012 Jan. - Sept, 2011

Statement of Changes in Equity & Statement of Cash Flows

July - Sept, 2012 July - Sept, 2011

®0nozuka, T. '
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IAS 34 Interim Financial Statements

- Same accounting policies as annual

- An entity shall apply the same accounting policies in its interim financial
statements as are applied in its annual financial statements

- And, as if each interim period stands alone as an independent reporting
period.

®0nozuka, T.

IAS 34 Interim Financial Statements

+ Same accounting policies as annual

- income tax expense is recognized in each interim period based on the best
estimate of the weighted average annual income tax rate expected for
the full financial year.

- Example
Annual effective tax rate = 30%

* Q1 net income before tax : $1,000 - Tax $300
* Q2net income before tax : $800 ---> Tax $240
* Q3 net income before tax: $1,600 --> Tax $480

®0nozuka, T.
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IAS 34 Interim Financial Statements

+ Form and content of interim financial statements:

- Interim financial report is prepared on a consolidated basis if the entity's
most recent annual financial statements were consolidated statements.

- Significant events and transactions
- An entity shall include in its interim financial report an explanation of

events and ftransactions that are significant to an understanding of the
changes in financial position and performance of the entity since the end

of the last annual reporting period.
e ﬁ

IAS 34 Interim Financial Statements

®0nozuka, T.

Disclosure of compliance with IFRSs

- If an entity's interim financial report is in compliance with this Standard,
that fact shall be disclosed.

Revenues received seasonally, cyclically, or occasionally

- Revenues that are received seasonally, cyclically, or occasionally within a
financial year shall NOT be anticipated or deferred as of an interim date.

Costs incurred unevenly during the financial year

- Costs that are incurred unevenly during an entity's financial year shall be
anticipated or deferred for interim reporting purposes if, and only if, it is
also appropriate to anticipate or defer that type of cost at the end of the
financial year.

®0nozuka, T.
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IAS 34 Interim Financial Statements

Case for Revenues received seasonally, cyclically, or
occasionally

- Company A is a chocolate manufacturing company The business is quite
seasonal, and 80% of its sales, i.e., $80M takes place in February. The
company is about to issue its interim financial report covering January to
March. Should the company defer part of the revenue to other months?

®0nozuka, T.

IAS 34 Interim Financial Statements

Case for Costs incurred unevenly during the financial year

- Company B is a chemical manufacturing company, and has several
manufacturing plants in Tokyo. Because of the regulation, the company has
to stop the operations of the plants and inspect the safeness of the
plants in September once every two years. The cost associated with it is
$10M. The company is about to issue the interim financial report for
January to March. Should the company recognize the cost and include it
in the interim financial statements??

®0nozuka, T.
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IAS 34 Interim Financial Statements

Restatement of previously reported interim periods

*A change in accounting policy shall be reflected by:

- Restating the financial statements of prior interim periods of the current
financial year and the comparable interim periods

Example

For the Statement of Comprehensive Income for July - Sept, 2012, the following
statements must be restated:

-Statement of Comprehensive Income for Jan - Sept 2012
-Statement of Comprehensive Income for July - Sept 2011
-Statement of Comprehensive Income for Jan - Sept 2011

- when it is impracticable to determine the cumulative effect.... apply the
new accounting policy prospectively from the earliest date practicable.

®0nozuka, T.

IAS 34 Interim Financial Statements

12

Appendix
-Significant events and transactions

-the write-down of inventories to net realizable value and the reversal of such a write-down;

-recognition of a loss from the impairment of financial assets, property, plant and equipment,
intangible assets, or other assets, and the reversal of such an impairment loss;

-the reversal of any provisions for the costs of restructuring;
-acquisitions and disposals of items of property, plant and equipment;
-commitments for the purchase of property, plant and equipment;
-litigation settlements;

-corrections of prior period errors;

-changes in the business or economic circumstances that affect the fair value of the entity's
financial assets and financial liabilities, whether those assets or liabilities are recognized at
fair value or amortized cost;

-any loan default or breach of a loan agreement that has not been remedied on or before the
end of the reporting period;

-related party transactions;

-transfers between levels of the fair value hierarchy used in measuring the fair value of
financial instruments;

-changes in the classification of financial assets as a result of a change in the purpose

®0nozuka, T.
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Intangible Assets (International Accounting Standard 38)
1. Objective, Definitions
2. ldentifiability
3. Separate acquisition
4. Acquisition as part of a business combination

Objective- The objective of this Standard is to prescribe the accounting
treatment for intangible assets that are not dealt with specifically in another
Standard. This Standard requires an entity to recognise an intangible asset if, and
only if, specified criteria are met. The Standard also specifies how to measure
the carrying amount of intangible assets and requires specified disclosures about
intangible assets.

Scope

This Standard shall be applied in accounting for intangible assets, except:

(a) intangible assets that are within the scope of another Standard;

(b) financial assets, as defined in IAS 32 Financial Instruments: Presentation;
(c) the recognition and measurement of exploration and evaluation assets (see
IFRS 6 Exploration for and Evaluation of Mineral Resources); and

(d) expenditure on the development and extraction of minerals, oil, natural gas
and similar non-regenerative resources.

If another Standard prescribes the accounting for a specific type of
intangible asset, an entity applies that Standard instead of this Standard. For
example, this Standard does not apply to:

(a) intangible assets held by an entity for sale in the ordinary course of business
(see IAS 2 Inventories and 1AS 11 Construction Contracts).

(b) deferred tax assets (see IAS 12 Income Taxes).

(c) leases that are within the scope of IAS 17 Leases.

(d) assets arising from employee benefits (see IAS 19 Employee Benefits).

(e) financial assets as defined in IAS 32. The recognition and measurement of
some financial assets are covered by IFRS 10 Consolidated Financial
Statements,

(f) goodwill acquired in a business combination (see IFRS 3 Business
Combinations).

(g) deferred acquisition costs, and intangible assets, arising from an insurer’s
contractual rights under insurance contracts within the scope of IFRS 4
Insurance Contracts. IFRS 4 sets out specific disclosure requirements for those
deferred acquisition costs but not for those intangible assets. Therefore, the
disclosure requirements in this Standard apply to those intangible assets.

(h) non-current intangible assets classified as held for sale (or included in a
disposal group that is classified as held for sale) in accordance with IFRS 5
Non-current Assets Held for Sale and Discontinued Operations.

Some intangible assets may be contained in or on a physical substance
such as a compact disc (in the case of computer software), legal documentation
(in the case of a licence or patent) or film. In determining whether an asset that
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incorporates both intangible and tangible elements should be treated under IAS
16 Property,

Plant and Equipment or as an intangible asset under this Standard, an entity uses
judgement to assess which element is more significant. For example, computer
software for a computer-controlled machine tool that cannot operate without that
specific software is an integral part of the related hardware and it is treated as
property, plant and equipment. The same applies to the operating system of a
computer. When the software is not an integral part of the related hardware,
computer software is treated as an intangible asset.

This Standard applies to, among other things, expenditure on advertising,
training, start-up, research and development activities. Research and
development activities are directed to the development of knowledge. Therefore,
although these activities may result in an asset with physical substance (eg a
prototype), the physical element of the asset is secondary to its intangible
component, ie the knowledge embodied in it. In the case of a finance lease, the
underlying asset may be either tangible or intangible. After initial recognition, a
lessee accounts for an intangible asset held under a finance lease in accordance
with this Standard. Rights under licensing agreements for items such as motion
picture films, video recordings, plays, manuscripts, patents and copyrights are
excluded from the scope of IAS 17 and are within the scope of this Standard.

Exclusions from the scope of a Standard may occur if activities or
transactions are so specialised that they give rise to accounting issues that may
need to be dealt with in a different way. Such issues arise in the accounting for
expenditure on the exploration for, or development and extraction of, oil, gas
and mineral deposits in extractive industries and in the case of insurance
contracts. Therefore, this Standard does not apply to expenditure on such
activities and contracts. However, this Standard applies to other intangible assets
used (such as computer software), and other expenditure incurred (such as start-
up costs), in extractive industries or by insurers.

Definitions

The following terms are used in this Standard with the meanings
specified:

Amortisation is the systematic allocation of the depreciable amount of an
intangible asset over its useful life.

An asset is a resource:

(@) controlled by an entity as a result of past events; and

(b) from which future economic benefits are expected to flow to the entity.
Carrying amount is the amount at which an asset is recognised in the statement
of financial position after deducting any accumulated amortisation and
accumulated impairment losses thereon.

Cost is the amount of cash or cash equivalents paid or the fair value of other
consideration given to acquire an asset at the time of its acquisition or
construction, or, when applicable, the amount attributed to that asset when
initially recognised in accordance with the specific requirements of other IFRSs,
eg IFRS 2 Share-based Payment.
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Depreciable amount is the cost of an asset, or other amount substituted for cost,
less its residual value.

Development is the application of research findings or other knowledge to a plan
or design for the production of new or substantially improved materials, devices,
products, processes, systems or services before the start of commercial
production or use.

Entity-specific value is the present value of the cash flows an entity expects to
arise from the continuing use of an asset and from its disposal at the end of its
useful life or expects to incur when settling a liability.

Fair value is the price that would be received to sell an asset or paid to transfer a
liability in an orderly transaction between market participants at the
measurement date. (See IFRS 13 Fair Value Measurement.)

An impairment loss is the amount by which the carrying amount of an asset
exceeds its recoverable amount.

An intangible asset is an identifiable non-monetary asset without physical
substance.

Monetary assets are money held and assets to be received in fixed or
determinable

amounts of money.

Research is original and planned investigation undertaken with the prospect of
gaining new scientific or technical knowledge and understanding.

The residual value of an intangible asset is the estimated amount that an entity
would currently obtain from disposal of the asset, after deducting the estimated
costs of disposal, if the asset were already of the age and in the condition
expected

at the end of its useful life.

Useful life is:

(a) the period over which an asset is expected to be available for use by an
entity; or

(b) the number of production or similar units expected to be obtained from

the asset by an entity.

Intangible assets

Entities frequently expend resources, or incur liabilities, on the
acquisition, development, maintenance or enhancement of intangible resources
such as scientific or technical knowledge, design and implementation of new
processes or systems, licences, intellectual property, market knowledge and
trademarks (including brand names and publishing titles). Common examples of
items encompassed by these broad headings are computer software, patents,
copyrights, motion picture films, customer lists, mortgage servicing rights,
fishing licences, import quotas, franchises, customer or supplier relationships,
customer loyalty, market share and marketing rights.

Not all the items described in paragraph 9 meet the definition of an
intangible asset, ie identifiability, control over a resource and existence of future
economic benefits. If an item within the scope of this Standard does not meet the
definition of an intangible asset, expenditure to acquire it or generate it
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internally is recognised as an expense when it is incurred. However, if the item
Is acquired in a business combination, it forms part of the goodwill recognised at
the acquisition date

Identifiability

The definition of an intangible asset requires an intangible asset to be
identifiable
to distinguish it from goodwill. Goodwill recognised in a business combination
Is an asset representing the future economic benefits arising from other assets
acquired in a business combination that are not individually identified and
separately recognised. The future economic benefits may result from synergy
between the identifiable assets acquired or from assets that, individually, do not
qualify for recognition in the financial statements.

An asset is identifiable if it either:

(a) is separable, ie is capable of being separated or divided from the entity and
sold, transferred, licensed, rented or exchanged, either individually or together
with a related contract, identifiable asset or liability, regardless of whether the
entity intends to do so; or

(b) arises from contractual or other legal rights, regardless of whether those
rights are transferable or separable from the entity or from other rights and
obligations.

Control
13 An entity controls an asset if the entity has the power to obtain the future
economic benefits flowing from the underlying resource and to restrict the
access of others to those benefits. The capacity of an entity to control the future
economic benefits from an intangible asset would normally stem from legal
rights that are enforceable in a court of law. In the absence of legal rights, it is
more difficult to demonstrate control. However, legal enforceability of a right is
not a necessary condition for control because an entity may be able to control
the future economic benefits in some other way.

Market and technical knowledge may give rise to future economic
benefits. An entity controls those benefits if, for example, the knowledge is
protected by legal rights such as copyrights, a restraint of trade agreement
(where permitted) or by a legal duty on employees to maintain confidentiality.
An entity may have a team of skilled staff and may be able to identify
incremental staff skills leading to future economic benefits from training. The
entity may also expect that the staff will continue to make their skills available
to the entity. However, an entity usually has insufficient control over the
expected futureeconomic benefits arising from a team of skilled staff and from
training for these items to meet the definition of an intangible asset. For a
similar reason, specific
management or technical talent is unlikely to meet the definition of an intangible
asset, unless it is protected by legal rights to use it and to obtain the future
economic benefits expected from it, and it also meets the other parts of the
definition.
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An entity may have a portfolio of customers or a market share and expect
that, because of its efforts in building customer relationships and loyalty, the
customers will continue to trade with the entity. However, in the absence of
legal rights to protect, or other ways to control, the relationships with customers
or the loyalty of the customers to the entity, the entity usually has insufficient
control over the expected economic benefits from customer relationships and
loyalty for such items (eg portfolio of customers, market shares, customer
relationships and customer loyalty) to meet the definition of intangible assets. In
the absence of legal rights to protect customer relationships, exchange
transactions for the same or similar non-contractual customer relationships
(other than as part of a business combination) provide evidence that the entity is
nonetheless able to control the expected future economic benefits flowing from
the customer relationships. Because such exchange transactions also provide
evidence that the customer relationships are separable, those customer
relationships meet the definition of an intangible asset.

Future economic benefits

The future economic benefits flowing from an intangible asset may
include revenue from the sale of products or services, cost savings, or other
benefits resulting from the use of the asset by the entity. For example, the use of
intellectual property in a production process may reduce future production costs
rather than increase future revenues.

Acquisition as part of a business combination

In accordance with IFRS 3 Business Combinations, if an intangible asset
is acquired in a business combination, the cost of that intangible asset is its fair
value at the
acquisition date. The fair value of an intangible asset will reflect market
participants’ expectations at the acquisition date about the probability that the
expected future economic benefits embodied in the asset will flow to the entity.

Intangible asset acquired in a business combination
35 If an intangible asset acquired in a business combination is separable or
arises from contractual or other legal rights, sufficient information exists to
measure reliably the fair value of the asset. When, for the estimates used to
measure an intangible asset’s fair value, there is a range of possible outcomes
with different probabilities, that uncertainty enters into the measurement of the
asset’s fair value.

An intangible asset acquired in a business combination might be
separable, but only together with a related contract, identifiable asset or liability.
In such cases, the acquirer recognises the intangible asset separately from
goodwill, but together with the related item.

The acquirer may recognise a group of complementary intangible assets
as a single asset provided the individual assets have similar useful lives. For
example, the terms ‘brand’ and ‘brand name’ are often used as synonyms for
trademarks and other marks. However, the former are general marketing terms
that are typically used to refer to a group of complementary assets such as a
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trademark (or service mark) and its related trade name, formulas, recipes and
technological expertise.

Subsequent expenditure on an acquired in-process research and
development project
42 Research or development expenditure that:

(a) relates to an in-process research or development project acquired separately
or in a business combination and recognised as an intangible asset; and

(b) is incurred after the acquisition of that project shall be accounted for in
accordance

Internally generated goodwill

Internally generated goodwill shall not be recognised as an asset.

In some cases, expenditure is incurred to generate future economic
benefits, but it does not result in the creation of an intangible asset that meets the
recognition criteria in this Standard. Such expenditure is often described as
contributing to internally generated goodwill. Internally generated goodwill is
not recognised as an asset because it is not an identifiable resource (ie it is not
separable nor does it arise from contractual or other legal rights) controlled by
the entity that can be easured reliably at cost.

Differences between the fair value of an entity and the carrying amount
of its dentifiable net assets at any time may capture a range of factors that affect
the air value of the entity. However, such differences do not represent the cost of
ntangible assets controlled by the entity.

Internally generated intangible assets

It is sometimes difficult to assess whether an internally generated
intangible sset qualifies for recognition because of problems in:

(a) identifying whether and when there is an identifiable asset that will enerate
expected future economic benefits; and

b) determining the cost of the asset reliably. In some cases, the cost of enerating
an intangible asset internally cannot be distinguished from the ost of maintaining
or enhancing the entity’s internally generated oodwill or of running day-to-day
operations.

Research phase

No intangible asset arising from research (or from the research phase
of an internal project) shall be recognised. Expenditure on research (or on
the research phase of an internal project) shall be recognised as an expense
when it is incurred.

In the research phase of an internal project, an entity cannot demonstrate
that an ntangible asset exists that will generate probable future economic
benefits. Therefore, this expenditure is recognised as an expense when it is
incurred.

56 Examples of research activities are:

(a) activities aimed at obtaining new knowledge;

(b) the search for, evaluation and final selection of, applications of research
findings or other knowledge;
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(c) the search for alternatives for materials, devices, products, processes,
systems or services; and

(d) the formulation, design, evaluation and final selection of possible
alternatives for new or improved materials, devices, products, processes,
systems or services.

Development phase

An intangible asset arising from development (or from the development
phase of an internal project) shall be recognised if, and only if, an entity can
demonstrate all of the following:

(a) the technical feasibility of completing the intangible asset so that it will be

available for use or sale.

(b) its intention to complete the intangible asset and use or sell it.

(c) its ability to use or sell the intangible asset.

(d) how the intangible asset will generate probable future economic benefits.
Among other things, the entity can demonstrate the existence of a market

for the output of the intangible asset or the intangible asset itself or, if it is to be

used internally, the usefulness of the intangible asset.

(e) the availability of adequate technical, financial and other resources to

complete the development and to use or sell the intangible asset. (f) its ability to

measure reliably the expenditure attributable to the intangible asset during its

development.

In the development phase of an internal project, an entity can, in some
instances, identify an intangible asset and demonstrate that the asset will
generate probable future economic benefits. This is because the development
phase of a project is further advanced than the research phase.

Examples of development activities are:

(a) the design, construction and testing of pre-production or pre-use prototypes
and models;

(b) the design of tools, jigs, moulds and dies involving new technology;

(c) the design, construction and operation of a pilot plant that is not of a scale
economically feasible for commercial production; and

(d) the design, construction and testing of a chosen alternative for new or
improved materials, devices, products, processes, systems or services.

To demonstrate how an intangible asset will generate probable future
economic benefits, an entity assesses the future economic benefits to be received
from the asset using the principles in 1AS 36 Impairment of Assets. If the asset
will generate economic benefits only in combination with other assets, the entity
applies the concept of cash-generating units in IAS 36.

Availability of resources to complete, use and obtain the benefits from an
intangible asset can be demonstrated by, for example, a business plan showing
the technical, financial and other resources needed and the entity’s ability to
secure those resources. In some cases, an entity demonstrates the availability of
external finance by obtaining a lender’s indication of its willingness to fund the
plan.
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An entity’s costing systems can often measure reliably the cost of
generating an intangible asset internally, such as salary and other expenditure
incurred in securing copyrights or licences or developing computer software.

Internally generated brands, mastheads, publishing titles, customer

lists and
items similar in substance shall not be recognised as intangible assets.
64 Expenditure on internally generated brands, mastheads, publishing titles,
customer lists and items similar in substance cannot be distinguished from the
cost of developing the business as a whole. Therefore, such items are not
recognised as intangible assets.

Cost of an internally generated intangible asset

The cost of an internally generated intangible asset comprises all directly
attributable costs necessary to create, produce, and prepare the asset to be
capable of operating in the manner intended by management. Examples of
directly attributable costs are: (a) costs of materials and services used or
consumed in generating the intangible asset; (b) costs of employee benefits (as
defined in 1AS 19) arising from the generation of the intangible asset; (c) fees to
register a legal right; and (d) amortisation of patents and licences that are used to
generate the intangible asset. IAS 23 specifies criteria for the recognition of
interest as an element of the cost of an internally generated intangible asset.

The following are not components of the cost of an internally generated
intangible asset:

(a) selling, administrative and other general overhead expenditure unless this
expenditure can be directly attributed to preparing the asset for use;

(b) identified inefficiencies and initial operating losses incurred before the
asset achieves planned performance; and

(c) expenditure on training staff to operate the asset.
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International Financial Reporting Standards
Tashkent Fi

®0Onozuka, T.

IAS 38: Intangible Assets

Definition:

*An intangible asset is defined as "an identifiable non-monetary asset
without physical substance”

Examples...

- Computer Software

- Licensing right to movie films
- Goodwill

- Franchises

- Copyrights

- Patents

- Brand names

- Industrial property rights @

®0nozuka, T.
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IAS 38: Intangible Assets

‘Like tangible assets, it must be 1) identifiable, 2) controllable and
have 3) future economic benefit.

*Also its cost needs to be measured reliably.

®0Onozuka, T.

IAS 38: Intangible Assets

Recognition and Measurement:

*An item may be recognized as an intangible asset if meeting the
criterion below:

- Itis probable that the expected future benefits will flow to
the entity; and

- The cost of the assets can be measured reliably.

-Initially, intangible assets shall be measured at cost, and the cost
should include purchase prices, and directly attributable costs.

®0nozuka, T.
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IAS 38: Intangible Assets

Internally Generated Intangible Assets

*Internally generated goodwill is NOT recognized as an asset.

‘Examples includes........

- Brand names such as Coca Cola, Nike, Adidas, D&G etc.

A‘\ DaG

adidas

®0nozuka, T.

IAS 38: Intangible Assets

Internally Generated Intangible Assets

‘Research & Development Costs

- Any expenditures on RESEARCH activities are EXPENSED as
incurred.

- It is not certain that they will generate probable economic
benefit.

- Examples includes

+ Search for new materials, devices, products, processes,
systems or services, design,,,,,

®0Onozuka, T. 5
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IAS 38: Intangible Assets

Internally Generated Intangible Assets

- DEVELOPMENT costs are recognized as INTANGIBLE Assets
if, and only if ALL six of the following factors can be
demonstrated:

+ Technical Feasibility

+ Intention

- Ability

+ Future economic benefit
* Availability/Resources
- Reliable measurement

Memo:
US GAAP requires both research & development costs to be

EXPENSED. g ”

®0nozuka, T. 6

IAS 38: Intangible Assets

Acquired Intangible Assets

- Acquired intangible assets can be recognized as an intangible
asset.

+ Separable/Identifiable
+ Future economic benefit
+ Reliable cost

- Example
TMI purchased Adidas brand for $100 billion.

®0nozuka, T. 7
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IAS 38: Intangible Assets

Acquired Intangible Assets

- Intangible assets acquired in a business combination can be
recognized as intangible assets.

- Example

TMI purchased JIKA, and JIKA has the in-process R&D cost
of $1M in its book. JIKA can capitalize this 1M as intangible
assets.

IAS 37: Provisions, Contingent Liabilities & Assets

Summary:
RECOSNITION OF INTANGIBLE ASSETS
[INTERNALLY GENERATED | ——— > DEVELOPMENT COSTS*
*GO0DWILL/RESEARCH COST ARE NOT INTANGIBLE ASSETS
INTANGTBLE ASSETS
|SEPARATE ACQUISTTION | REGULAR PURCHASES
 [Acqumen \
- [BUSINESS COMBINATION |—— TDENTIFTABLE INTANGTBLES

®0nozuka, T.
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TAS 38: Intangible Assets

Measurement after Recognition:

‘Like in accounting for PP&E (IAS16), it has two models, i.e. Cost
Model and Revaluation Model.

*If the intangible asset's useful life is INDIFINITE, that asset is
NOT amortized. (like in the case of land in PP&E)

- [FINITE USEFUL LTFE | AMORTIZATION
 [cosT mobEL <~
> [INDEFINTTE USEFULLTFE |— > NO AMORTIZATION
TNTANGTBLE ASSETS |
_ _ |FINITE USEFUL LTFE |~ AMORTIZATION
* [REVALUATIONMODEL |
> [INDEFINITE USEFULLIFE |— > NO AMORTIZATION
®0nozuka, T. 10
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Investment Property (International Accounting Standard 40)

PIAN:
. Objective
Recognition
Inability to measure fair value reliably
Disclosure, Fair value model and cost model

W

Objective The objective of this Standard is to prescribe the accounting
treatment forinvestment property and related disclosure requirements.

Scope This Standard shall be applied in the recognition, measurement
and disclosure ofinvestment property.

Among other things, this Standard applies to the measurement in a
lessee’sfinancial statements of investment property interests held under a
leaseaccounted for as a finance lease and to the measurement in a lessor’s
financialstatements of investment property provided to a lessee under an
operating lease.This Standard does not deal with matters covered in 1AS 17
Leases, including:

(a) classification of leases as finance leases or operating leases;
(b) recognition of lease income from investment property (see also 1AS 18
Revenue);
() measurement in a lessee’s financial statements of property interests
heldunder a lease accounted for as an operating lease;
(d) measurement in a lessor’s financial statements of its net investment in
afinance lease;
(e) accounting for sale and leaseback transactions; and
(f) disclosure about finance leases and operating leases.
This Standard does not apply to:
(a) biological assets related to agricultural activity (see 1AS 41 Agriculture); and
(b) mineral rights and mineral reserves such as oil, natural gas and similarnon-
regenerative resources.

Definitions

The following terms are used in this Standard with the meanings
specified:
Carrying amount is the amount at which an asset is recognised in the statement
of financial position.
Cost is the amount of cash or cash equivalents paid or the fair value of other
consideration given to acquire an asset at the time of its acquisition or
construction or, where applicable, the amount attributed to that asset when
initially recognised in accordance with the specific requirements of other IFRSs,
€9
IFRS 2 Share-based Payment.
Fair value is the price that would be received to sell an asset or paid to transfer a
liability in an orderly transaction between market participants at the
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measurement date. (See IFRS 13 Fair Value Measurement).

Investment property is property (land or a building—or part of a building—or
both)

held (by the owner or by the lessee under a finance lease) to earn rentals or for
capital appreciation or both, rather than for:

(@) use in the production or supply of goods or services or for administrative
purposes; or

(b) sale in the ordinary course of business.

Owner-occupied property is property held (by the owner or by the lessee under a
finance lease) for use in the production or supply of goods or services or for
administrative purposes.

A property interest that is held by a lessee under an operating lease may
be classified and accounted for as investment property if, and only if, the
property would otherwise meet the definition of an investment property and the
lessee uses the fair value model set out in paragraphs 33-55 for the asset
recognised. This classification alternative is available on a property-by-property
basis. However, once this classification alternative is selected for one such
property interest held under an operating lease, all property classified as
investment property shall be accounted for using the fair value model. When this
classification alternative is selected, any interest so classified is included in the
disclosures required

Investment property is held to earn rentals or for capital appreciation or
both. Therefore, an investment property generates cash flows largely
independently of the other assets held by an entity. This distinguishes
investment property from owner-occupied property. The production or supply of
goods or services (or the use of property for administrative purposes) generates
cash flows that are attributable not only to property, but also to other assets used
in the production or supply process. IAS 16 Property, Plant and Equipment
applies to owner-occupied property.

The following are examples of investment property:

(@) land held for long-term capital appreciation rather than for short-term sale in
the ordinary course of business.

(b) land held for a currently undetermined future use. (If an entity has not
determined that it will use the land as owner-occupied property or for short-term
sale in the ordinary course of business, the land is regarded as held for capital
appreciation.)

(c) a building owned by the entity (or held by the entity under a finance lease)
and leased out under one or more operating leases.

(d) a building that is vacant but is held to be leased out under one or more
operating leases.

(e) property that is being constructed or developed for future use as investment
property.

Recognition

Investment property shall be recognised as an asset when, and only
when:
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(a) it is probable that the future economic benefits that are associated with
the investment property will flow to the entity; and
(b) the cost of the investment property can be measured reliably.

An entity evaluates under this recognition principle all its investment
property costs at the time they are incurred. These costs include costs incurred
initially to acquire an investment property and costs incurred subsequently to
add to, replace part of, or service a property.

Under the recognition principle in paragraph 16, an entity does not
recognise in the carrying amount of an investment property the costs of the day-
to-day servicing of such a property. Rather, these costs are recognised in profit
or loss as incurred. Costs of day-to-day servicing are primarily the cost of labour
and consumables, and may include the cost of minor parts. The purpose of these
expenditures is often described as for the ‘repairs and maintenance’ of the
property.

Parts of investment properties may have been acquired through
replacement. For example, the interior walls may be replacements of original
walls. Under the recognition principle, an entity recognises in the carrying
amount of an investment property the cost of replacing part of an existing
investment property at the time that cost is incurred if the recognition criteria are
met. The carrying amount of those parts that are replaced is derecognised in
accordance with the derecognition provisions of this Standard.

Disclosure
Fair value model and cost model

The disclosures below apply in addition to those in IAS 17. In accordance
with IAS 17, the owner of an investment property provides lessors’ disclosures
about leases into which it has entered. An entity that holds an investment
property under a finance or operating lease provides lessees’ disclosures for
finance leases and lessors’ disclosures for any operating leases into which it has
entered.

An entity shall disclose:

(@) whether it applies the fair value model or the cost model.

(b) if it applies the fair value model, whether, and in what circumstances,
property interests held under operating leases are classified and accounted for as
investment property.

(c) when classification is difficult (see paragraph 14), the criteria it uses to
distinguish investment property from owner-occupied property and from
property held for sale in the ordinary course of business.

(e) the extent to which the fair value of investment property (as measured or
disclosed in the financial statements) is based on a valuation by an independent
valuer who holds a recognised and relevant professional qualification and has
recent experience in the location and category of the investment property being
valued. If there has been no such valuation, that fact shall be disclosed.

(f) the amounts recognised in profit or loss for:

(i) rental income from investment property;
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(i) direct operating expenses (including repairs and maintenance) arising from
investment property that generated rental income during the period; and

(iii) direct operating expenses (including repairs and maintenance) arising from
investment property that did not generate rental income during the period.

(iv) the cumulative change in fair value recognised in profit or loss on a sale of
investment property from a pool of assets in which the cost model is used into a
pool in which the fair value model

(g) the existence and amounts of restrictions on the realisability of investment
property or the remittance of income and proceeds of disposal.

(h) contractual obligations to purchase, construct or develop investment property
or for repairs, maintenance or enhancements.
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International Financial Reporting Standards
Tashkent Fi

®0nozuka, T.

IAS 40: Investment Property

Definition:

*What is an Investment Property?

:Land or building held by the owner (or the lessee under a finance
lease ) to earn rentals and/or capital appreciation, rather than for use
in production or supply of goods and services or for administrative
purposes or for sale in the ordinary course of business.

Cf. Owner Occupied Property

‘Property held by the owner (or the lessee under a finance lease) for
use in production or supply of goods and services or for

administrative purposes.

®0nozuka, T.
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IAS 40: Investment Property

Exercise

*JIKA Inc. has the following properties. Under IFRS, how should they
be treated??

- Land held by JIKA for undeterminable future use

- A vacant land owned by JIKA to be leased out under an
operating lease

- Property held by JIKA in the ordinary course of business

- Property held by JIKA for the use in production

©

®0Onozuka, T.

IAS 40: Investment Property

Recognition
‘Investment property shall be recognized only when

- It is probable that the expected future benefits will flow to
the entity. and

- The cost of the assets can be measured reliably.

*An investment property shall be measured at cost, including
transaction charges.

®0Onozuka, T.
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IAS 38: Investment Property

Subsequent Measurement
*An entity shall select either the cost model or the fair value model.
Fair Value Model

- Investment property shall be accounted for at Fair Value.

- Any gains or losses arising from changes in fair values shall be
recognized in the income statement.

- No depreciation is recorded.

- The fair value should reflect the market conditions at the
balance sheet date.

®0nozuka, T. 4

IAS 40: Investment Property

Subsequent Measurement

Cost Model

- The same accounting treatment for PP&E under IAS 16,

- The investment property is reported on the statement of
financial position as its cost less accumulated
depreciation.

®0nozuka, T. K
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IAS 40: Investment Property

Exercise 1

- TMI acquired a supermarket in the center of city for $100. Cost of
the supermarket and the cost associated with this acquisition were
the followings:

- Purchase Price $100
- Costs to transfer goods & property 5
- Note payable assumed 73
- Tenant deposit obligation assumed 14
- Cost to paint empty store space 2
- Legal fees for the registration of the property 3

TMI classifies the acquired supermarket as an investment property.

Determine the acquisition cost of the supermarket. )

®0nozuka, T. 6

IAS 40: Investment Property

Exercise 2 - Fair Value Model

- TMI decided to apply the fair value model. TMI has a Dec. 31
year-end and TMI recoghized the property at $108. TMI has
the following fair market value information:

+ Dec. 31, 2013 $105
+ Dec. 31, 2014 $104
+ Dec. 31, 2015 $110

- Please make journal entries at the end of each year.

®0nozuka, T.
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IAS 40: Investment Property

Exercise 3 - Cost Model

- TMI decided fo use the cost model. TMI expects the
supermarket have 35-year useful life and a residual value of

$11.

What entries are required at each year? Confirm the
different accounting treatment from the one for the fair
value model

®0Onozuka, T.
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GLOSSARY (terminologies dictionary)

A

Abandonment (decommissioning, dismantlement) costs 3arpatbl Ha TUKBHIAIHIO (3aKPBITHE)
Abnormal (gains, losses) HeoObrunsie o pa3mepy (npuObLIH, YOBITKN)
Absorption costing AGcopOImoHHOE IICHOOOpa30BaHKE

Acceptance sampling IIpuemiiemast BeIOOpKa

Account Cuer

Account balance Canpao 1o c4ery (0CTaTOK IO CYETY)

Accounting bByxrantepckuii yuer

Accounting and review service Yciayru 1o y4eTy u mpoBepKe
Accounting base ba3oBbie mpaBuiia 1 METO/IbI yU€Ta

Accounting concept Konnenius Oyxrantepckoro yuera

Accounting data YueTHble 1aHHbBIC

Accounting estimate byxranrepckuii pacuet (Oyx.yuer) O1ieHOYHOE 3HAUE
Hue (ayauT)

Accounting income YuetHast npuObLIb

Accounting method Meton yuera

Accounting model Yuetnas mozens, Oyxrairepckas MoJieib
Accounting period YueTrHslii eprot

Accounting policy Yuernas noauruka

Accounting principle [Tpuniun Oyxraarepckoro yuera

Accounting procedure YdetHast nmporeaypa

Accounting profit Byxraixrepckas npuObLIb

Accounting record Byxranrepckas, ydeTHas 3aIIHCh

Accounting standard Cranmapt ydera

Accounting system Cucrema OyXraaTepckoro yuera

Accounting treatment Ilopsnox yuera

Accounts / Financial Statements ®unaHcoBast 0T4ETHOCTH

Accounts payable Kpeauropckas 3a10/15KEHHOCTh

Accounts receivable Jlebutopckas 3a10KEHHOCTb

Accrual basis Meron Hauncienus

Accrual basis of accounting Yuer o MmeToay HaYHCICHHS

Accruals concept [TpuHIUT HAYUCITICHHSI

Accrued expenses HauuciieHHbIE PacXo/Ibl

Accrued expenses payable 3a10J5K€HHOCTb 110 HAYMCIIEHHBIM PacxXo/1amMm
Accrued liability HauncnenHoe o0s3aTebCTBO

Accrued revenue HauuciieHHas BbIpyUKa

Accumulated depreciation HakorienHast amopTu3anus

Accumulated loss HakoruieHHbI#H yOBITOK

Accumulated profit Hakoruiennast mpuObLIb

Accumulating compensated absences HakarirBaemblie OIIa4MBaeMbIe OTITyCKa
Accrued benefit valuation method MeTto1 OLICHKH TPUYHUTAFOIITUXCS BBITOT
Acquiree [IpuoOperenHasi, mpruoOpeTaeMasi KOMIIaHUS

Acquirer Komnanus_nokynarenib

Acquisition [IpnoGperenue, Nokymnka

Acquisition accounting YueT npuoOpeTeHus

Acquisition costs 3arparbl Ha npuoOpeTeHHe (OyXraaTepcKuil yuer)
AKBU3HMIIMOHHBIE PacXo/ibl (PacXo/ibl IO MPHUBICUYEHUIO

cTpaxoBareJeii) (OyxranTepckuil yueT B CTpaxOBaHUH)

Active market AKTUBHBIN pPBIHOK
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Actuarial assumption AkTyapHOe JOMyIIEHUE

Actuarial gains and losses Akryaphbie mpuObLIb 1 yOBITKH

Actuarial present value of promised retirement benefit Akryapnas auckoHTHpOBaHHAs
CTOMMOCTH TIPUIHTAIO_

LIUXCS IEHCUI

Actuarial valuation AxryapHas oreHka

Actuarial valuation method Metox akTyapHO#t OlleHKH

Add value JIoGaBieHHass CTOUMOCTh

Adequate control AnekBaTHBII KOHTPOJIb

Additional consideration [IonOJHUTEILHOES BO3MEIICHUE

Additional paid_in capital JlomoHUTENEHO OTIaYe€HHAS YacTh aKIHOHEPHOTO Ka_
UTaIa

Adjusted trial balance CkoppekTnpoBaHHBII POBEPOUHBIH / TPOOHBIH 0a

JaHC

Adjusting entry Koppektupyroias npoBojka

Adjusting event (after the balance sheet date) Koppekrupyromiee coobiTre (TIocie 0T4eTHOM
JTaThI)

Adjustment Koppextuposka

Administrative expenses AIMUHUCTPAaTUBHbIE PACXObI

Advance ABaHCOBBIE IJIATEXKH, ABAHC, aBAHCHPOBATH

Adverse opinion OTpunateaIbHOE MHEHHE

Advisory service KoHcynbTallmoHHbIE YCIIYTH

Aggregation CymmupoBanue, 00001eHne

Agreed upon procedures CormacoBaHHBIE TPOTIEAYPHI

Agreed upon procedures engagement 3aaHue 10 BHITIOTHEHUIO COTJIACOBAHHBIX MTPOIIEAYD
Agricultural activity CenbCcKOX03sSIiICTBEHHAS IEATETHHOCTh

Agricultural inventories 3anacel CeTbCKOXO3SIMCTBEHHON TTPOTYKITUN

AICPA (American Institute of Certified Public Accountants) MHCTUTYT TUIZTOMUPOBAHHBIX
oyxrantepos CIIIA

Allocation Pacnipenenenue, cnimcanvie, OTHECCHUE

Allowance O1ieHOYHBIH pe3epB

Allowance for doubtful accounts PezepB mo coMHUTEIBHBIM JT0JITaM

Allowance for sampling risk Pe3epB Ha MOKpbITHE pHUCKa BBHIOOPKH

Allowed alternative method Pa3penieHHblii aqbTepHATUBHBIN ITOIXO.T

Allowed alternative treatment JlomycTUMBII albTepHATUBHBIN MOPSIIOK y4eTa
Amortisation AMopTu3amus

Amortization method MeToa HauncIeHUs aMOPTH3ALIUH

Amortisation period Cpok amopTu3aun

Amortised cost of a financial asset or financial liability AmMopTusupyemas cToumMocTh
(MHAHCOBOTO aKTHBA

WM (UHAHCOBOTO 0053aTENbCTBA

Amount of inventories Bennunna 3anacos

Amount of shares issued KosuecTBO BbIMyIIEHHBIX aKI[Hi

Amounts recognised in the balance sheet and income statement Cymmbl, npu3HaHHbIC B
OanaHce

U OTYeTe O NPUOBUIAX U YOBITKAX

Analytical procedure Ananutudeckas nporueaypa

Annual lease costs ['o1oBast CTOUMOCTb apeH/IbI

Annual report T'ogoBoii otyer

Annuities AuryuTeT

Anomalous error Herumosas ommbka

Application control ITIpuknamabie cpeacTBa KOHTPOIIS
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Appraisal (of mineral reserves) OreHka (3armacoB MoJe3HBIX HCKOITAEMBbIX)
Appraisal well Ouenounasi CKkBaxnHa

Appraised value OnieHo4Hasi CTOUMOCTb

Appropriateness YMecTHOCTb

Appropriation accounting YueT myreM pacupeieneHus

Area of interest IlepciekTuBHasE TeppUTOPUS

Area of interest accounting YueT B pa3zpe3e MepcreKTUBHBIX TEPPUTOPUI
Arm's length transaction Caenka Mexay HE3aBUCUMBIMH JIPYT OT JIpyra
CTOpOHAMH

Asking price Llena nmpeioxeHus

Assertion YTBepKaeHnE

Assess Onenka

Asset AKTUB

Asset exchanged at a loss (at a gain) AKTUB, 0OMEHEHHBIH ¢ YOBITKOM (C IPUOBLIBIO)
Assets held by a long_term employee benefit fund Axtussl B pactiopspkernn $hoHa
JOITOCPOYHBIX

BBITUTAT COTPYHUKAM

Assistance ITomoris, coieiicTBrE

Assistant AccucTeHT (ayauTopa)

Associate AccoruupoBaHHasi KOMITAHHS

Assurance YBEepeHHOCTb

Assurance engagement 3ajaHue 10 MOATBEPKACHHUIO JOCTOBEPHOCTH
nHpopmanuu

Assurance service YCIyTyl IO PE0CTABICHHUIO 3aKITFOUCHHS

B OTHOIIEHUH (PUHAHCOBOM HHPOpMALIUU

At cost Ilo cebecTonmocTu, 1o MEpBOHAYATHLHON CTOUMOCTH

Attendance [IpucyrcTBue

Attestation Arrecranus

Attribute sampling ATpuOyTruBHas BEIOOpKa

Audit Aynut

Audit adjustment AyauTopckasi KOppeKTHPOBKA

Audit analytical review AHaTuTHYECKHE TTPOIICAYPHI MPOBEACHUS ayIUTa
Audit committee KomuteT no ayaury

Audit contract JloroBop oka3aHusi ayIUTOPCKUX YCIyT

Audit evidence Aynutopckoe 10Ka3aTeabCTBO

Audit firm Ayauropckas ¢pupma

Audit objective Ilenu ayaura

Audit plan ITinan ayaura

Audit procedures Ipouenyps! ayaurta

Audit program IIporpamma ayaura

Audit risk Ayautopckuii puck

Audit sampling Ayauropckast BeIOOpKa

Audit team AyauTopckas KoMaHa

Auditing Standards Board Coger 1o cranmapTam ayanuTa

Auditor Ayaurop

Auditor's association [IpuyacTHOCTE ayauTOpa

Auditor's opinion AyUTOpCcKO€ MHEHUE

Auditor's responsibility OTBeTCTBEHHOCTb ayIUTOpa

Authorisation Pazpemenue

Available for sale financial assets ®uHaHCOBBIE aKTHUBBI, IMEIOIINECS B HATUYUU JIJIST
PO JIAXKH

Average cost CpeHsisi CTOUMOCTb, CPETHUE 3aTPATHI
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B

Backup JlyonupoBanue

Balance between benefit and cost CooTHOIIEHUE MEX/Ty BBITOJJAMHU M 3aTpaTaMu
Balance sheet Byxranrepckuii 6ananc

Balance sheet date OTueTnas nara

Balance sheet liability method Metoz 06s3arenscTB 1o 6anancy
Balance Canpzio (ocTarok)

Balancing item CtaTbsi, 10 KOTOPOH BBIBOJHUTCS OCTATOK

Bank bank

Bank overdraft bBankoBckuii oBepapadt

Bankrupt bankpor

Bankruptcy bankpoTcTBo

Barrels_of oil equivalent DxBuBanent B 6appensx HepTu

Base stock Metos 0a30BbIX 3amacoB

Basic accounting equation OcHOBHO€ 0a1aHCOBOE PaBEHCTBO
Basic earnings per share ba3oBas mpuObLIb Ha AKIHIO
Beginning inventory 3anacsl Ha Hayau0 neproaa

Benchmark OcHoBHOM Togxon

Benchmark treatment OcHoBHO# TIOpsAIOK yueTa

Beneficiary Beirogonpuo6perarens

Benefit Beiroga, monp3a, BeIIIaTa

Bill of lading Haknannasi, koHocameHT

Binding sale agreement CorJamienue o nmpoiaxe, UMeroIee 00s3aTeIbHY0
[97818%

Biological asset buonornyeckuii akTus

Biological transformation buotpancdopmarms

Block or group or «book» of policies bioxk, rpynmna uim «oKypHai ydeTay MOJIUCOB

Bonds payable O6muranuun k oriate

Bonus bonyc, nononnurenbHas BbIaTa, IpeMUalbHbIE

Bonus plan Cxema npeMuanbHBIX BBITIIAT

Book value (Carrying amount) baancoBast crouMocTs (YdeTHast CTOUMOCTH )
Book value of a liability banancoBas crouMocTs 00s13aTeNIbCTBA

Book value of an asset banancoBasi cTouMOCTb akTHBa

Borrowing costs 3arpaTsl 110 3aliMam

Borrowings 3aemHbIe cpencTBa

Bottom hole contribution Bkinaa B mokpsiTHe 3aTpaT Ha 3a00# CKBOKUHBI
Break up basis MeTos y4era B yCIIOBUSX CPOUYHOM peanu3aliiu
UMYIIECTBA

Broker's commission Komuccrnonnoe Bo3narpaxlenue 6poxepy
Business combination O0bennHeHne On3Heca

Business segment X0354/iCTBEHHBII CErMEHT

By product [To6ouHbIi TPOIyKT

C

Call option OnuuoH nokymnaress

Cancel supporting documents AHHy/IHpOBaHHE MIEPBUYHON JTOKYMEHTALIUN
Capability to change CriocoOHOCTb K U3MEHEHHIO

Capital Kanuran

Capital asset KanuTanbHblil (BHEOOOPOTHBIN) aKTHUB

Capital expenditures KanuTansHble 3aTpaThl

Capital lease ApeH/1a OCHOBHBIX CPE/ICTB

Capital maintenance [Togaep>xanue kanuraia

Capital stock AKIIMOHEpHBIH KanmuTa
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Capital surplus /[o6aBouHBIi KanmuTal

Capitalisation of interest Kanuranuszanuus nponeHToB

Capitalised costs Kanutanuszupyembie 3aTpaTbl

Carried interest (carrying arrangement) [lomynaccuBHoe 10jIeBO€ ydacTre (JIOTOBOPESHHOCTh
0 «IIOJIyTTACCUBHOM» JIOJIEBOM y4acTUH B 100bIUE

MOJIE3HBIX UCKOMAEMbIX)

Carryforward of unused tax credit [TepeHOC HEHCITOIB30BAaHHBIX HAJIOTOBBIX KPEIUTOB
Ha OYIyIIHH TepuoI

Carrying amount (Book value) Yuernas crommocts (0amaHcoBasi CTOUMOCTD )
Cash [lenexHsle cpeicTBa

Cash balancing KomneHcanmmoHHBINH 0CTaTOK

Cash commitments J[eHe:xHBIC 00s13aTEILCTBA

Cash equivalents DkBHBaJICHTHI ICHEKHBIX CPEICTB

Cash flow risk Puck, cBsi3aHHBIN C ABMKEHUEM JICHEKHBIX CPEJICTB,

PHCK JIEHEKHOTO MOTOKA

Cash flow statement (Statement of cash flows) OTuer o ABUKEHUU ACHEKHBIX CPEJICTB
Cash flow JleHexxHbIN MOTOK, ABMKEHHUE JICHEKHBIX CPEICTB

Cash generating unit AKTUB WJIH I'pyIiNa aKTHBOB, TEHEPUPYIOIINX
JICHE)KHBIE CpeICTBA (TeHEPUPYIOIIasl €IMHUIIA)

Cash inflow ITocTynnenue neHeXHBIX CPEICTB

Cash method KaccoBbiii MeTO1

Cash on hand Jlene:xxHbie cpeacTBa B Kacce, Kacca

Cash outflows (payments) BbiObITHE TEHEKHBIX CPE/ICTB

Cash payments JleHe)XHbIE TUTATEKU, BBITUIATHI, PACYETHI

Cash proceeds JleHexHble MOCTYIIIEHUS

Cash receipts from customers [locTynieHne 1eHEKHBIX CPEJICTB OT KIMEHTOB
Cash received on account with a discount J/[eHe>xHbIE CpeicTBa, MOTYYCHHBIE C YIETOM
CKUJIKH

Cash surrender value BoikymHast croumMocTb, cymMMa, Ha KOTOPYIO UMEET
MPaBO CTPAxXOBATENb B CIIydae JOCPOYHOTO

MIPEKpaIeHus I0TOBOpa CTPaXOBaHUS KU3HU

Catastrophe (cat) provisions Pe3epsbl Ha kaTtacTpodsl (PK)

Catastrophe bonds Ob6nuramuu, CBsS3aHHBIE C PUCKOM KaTacTpod

Caveat [IpegynpexneHue

Ceding insurer Llenent, nepectpaxoBareis (Tepenaroiias crpaxoBas
KOMIIaHUS )

Certificate of deposit /lemo3utHbIii cepTudukar

Changes in accounting policy M3meHeH s B yY4ETHOM TOJMTHKE

Changes in equity l3MeHeHus B kanuranie

Changes in financial position M3Menenust prHAHCOBOTO MOJOKCHHS

Check register Peectp uexoB

Chief audit executive PykoBoauTenb BHyTpEHHETO ayauTa

Claim processing expenses Pacxozpl mo 06paboTke TpeOoBaHUIT O BO3MEIICHUN
yiiep0a

Claims payable CtpaxoBoe Bo3MellIeHHE K OTIaTe

Claims reported but not paid 3asiBIeHHbIE, HO HEOIIAYCHHbBIC YOBITKA

(P3Y — pesepB 3asBlI€HHBIX, HO HEOTIJIAUEHHBIX YOBITKOB)

Class of assets Bug aktuBoB

Classification Knaccudukarms

Client's account Cyet kiueHTa

Client's funds JleHexHble cpeicTBA KIUEHTOB

Closing rate BanroTHbIN Kypc Ha OTYETHYIO ATy
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Closing rate method MeTtox Kypca Ha OTYETHYIO JaTy

Closure 3akpbiTHe

Code of Ethics Kogexc atuku

Collateral 3amor, obecreuenue

Collateralization 3aknaapiBanue

Collusion Taiinoe cormnamienue

Comfort letter PekomenarensHoe MuchrMO

Commercial property imyiiectBo, HCIOIB3yeMOE Il KOMMEPUYECKUX Ie/ei
(OyxranTepckuii yueT oOmuii)

HMymiecTBEHHBIN KOMILJIEKC KOMMEPYECKOTO

MECTOPOXKJICHHS (OyXTaaTepCKHil yueT B 100bIBAOIINX

OTpacIIsX)

Commercially recoverable reserves l3Biekaembie 3amachl POMBIIICHHOTO 3HAYCHHS
Commission KomuccroHHbI€, BO3HArpaxaeHue, KOMHUCCHOHHBIC
BO3HATPAKICHHS

Commodity contract KonTpakT Ha moctaBky ToBapa

Common stock OOBIKHOBEHHBIE AKITUN

Communication [IpesncraBieHue oT4eTHOCTH, HH(QOPMALIUN
(3auHTEpEeCOBAaHHBIM TIOJIE30BATEIISIM )

Comparability ComocTaBUMOCTB

Comparable financial statements ConoctaBumasi pruHaHCOBasE OTYETHOCTH
Comparatives OTHOCHUTEIIbHBIE TIOKA3aTENN

Compensating balance KommneHncannoHHbIN 0CTaTOK

Competence Komnerenuust

Compilation [Toaroroska undopmanuu

Compilation engagement 3aianue 1Mo MOArOTOBKE HH(OpMAITUH

Completed contract method Meton ydeTa pe3yapTara MpoeKTa Mo ero OKOHYaHUH
Completeness [TomHOTa

Completion 3akanunBaHue (CKBAKUHBI)

Compliance CooTBeTCTBHE

Component KOMIOHEHT, cOCTaBIsAIONIasA, YaCTh, CTAThs

Compound financial instrument KomOuHupOBaHHBIN (PMHAHCOBBIN HHCTPYMEHT
Comprehensive basis of accounting O61ie 0CHOBBI OyXrajaTepcKoro ydera
Comprehensive income [ToHBII 10X0/1, BKJIOYasi BCE U3MEHEHHUS B YUCTHIX
aKTHBAaX, 32 HCKIFOYEHUEM TEX CPEICTB, KOTOPHIE

SIBIISIFOTCS PE3YJIbTATOM OTIEpaIid ¢ COOCTBEHHHUKAMH

KOMIIaHUU

Computation [Toacuer

Computer information systems (CIS) Komnbrotepusie nHpopMalnoHHbIe CUCTEMbI
Computer_assisted audit techniques (CAAT) MeTtopl ayauTa ¢ UCIOJIb30BaHUEM
KOMIIBIOTEPOB

(MAK)

Concession (concessionary agreement) Konreccust (KOHIIECCHOHHBIHN IOTOBOP)
Condensed (internal) financial reports Cokpariennas (BHyTpeHHss1) (MHAHCOBAasE OTYETHOCTh
Confidentiality KonpuaenunansHOCTb

Confirmation [ToarBepxaenue

Conflict of interest Konduukt nuarepecos

Conservatism [IpuHnun koHCEpBaTU3Ma

Consideration Bo3mernienue

Control procedures ITporeaypa npoBepKkr KOHTPOJIS

Compensation Komnencarus (riara)

Consignment Koncurnarus
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Consistency I[locnenoBareabHOCTh

Consolidated financial statements CBoiHast puHAHCOBAst OTYETHOCTD
Consolidated group ['pymma, npeacTaBisromnias CBOHYI0 OTYETHOCTh
Consolidation CBenenue, KOHCOJIAIALIHS

Construction CTpouTEIHCTBO

Construction contract JloroBop Ha CTPOUTEILCTBO

Construction costs 3aTpaTsl Ha CTPOUTEIHCTBO

Constructive obligation O0s13aTeIbCTBO, BHITEKAIOIIEE W3 MPAKTHKH
Consulting service KoHcanTuHr, KOHCYJIbTAaIIMOHHBIE YCIIYTH
Contingency Y ciioBHBIN (aKT XO35MCTBEHHOHN JEATEILHOCTH
Contingent asset YCJIOBHBIN aKTHB

Contingent gain Y cIOBHBINH JOXO/T

Contingent liability YcioBHOE 0053aTeIbCTBO

Contingent loss YciioBHBIN yOBITOK

Contingent rent YcioBHas apeHHas T1aTa

Continuing accounting significance [TocTosiHHas y4eTHas 3HAUUMOCTb
Continuing auditor [locTosiHHBIN ayTuTOp

Contra account Koutpcuer

Contributed surplus B3HochI B KanuTan KOMIIAaHUU CO CTOPOHBI
aKIMOHEPOB (YUaCTHUKOB) U MPOUUX JIHII, & TAKKE

SMHUCCHOHHBINA JTOXOI

Contribution from owner Bkiaza (B3HOC) cOOCTBEHHHKA

Control environment KoutponpHas cpena

Control of an asset Kontposs 3a akTuBOoM

Control of an enterprise Koutpons Hax npeanpusitieM (KoMIaHuen)
Control procedure IIporeaypa KoHTpOJIS

Control process IIporiecc koHTpOIS

Control risk Puck cuctembr KOHTpOIs

Control version KoaTtponsHas Bepcus

Controlled entity KonTpomupyemas opranu3anus

Controller [TpoBepstomuii

Controlling entity KonTponupytomias opranu3anus

Conveyance [lepenada npaB cOOCTBEHHOCTH (Ha MECTOPOKICHHE
MOJIC3HBIX HUCKOTIAEMBIX )

Core deposit intangibles Jlero3utHbIe CpeACTBa B pACIOPSIKEHHH KOMITAHUH;
pasHUIA MEXy CYMMOM CTPaxOBOTO B3HOCA

Y CYMMOM, MPUYMUTAIOIIECHCS K BO3BpATY

Ha OTNPE/ICIICHHBIX YCIOBUAX

Corporate assets KopriopatuBHble aKTHBBI

Corporate governance KopropaTiBHOe yrpaBieHue

Corresponding figures COOTBETCTBYOIIHE OKA3aTEIH
Corroboration IToarepsxaeHue

Cost CtoumMocTh, ce0eCTOUMOCTD, 3aTPaThI

Cost center LlenTp 3aTpar

Cost method Meton y4era o ¢pakTU4ecKoi CTOUMOCTH MPHOOPETEHUS
Cost of acquisition 3aTpaTsl Ha IpUOOpeTEHNE

Cost of an investment ®akTuyeckass CTOUMOCTh UHBECTULIUU

Cost of an item of property, plant and equipment dakTuueckasi CTOUMOCTb €IMHUIIBI
OCHOBHBIX CPE/ICTB

Cost of asset acquired in exchange for dissimilar asset CTouMocTb akTHBa, IPUOOPETEHHOTO B
oOMeH

Ha JIpYTrOi,0TIINYHBIA OT MEPBOT0, AKTUB
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Cost of conversion 3aTpatsl Ha epepabOTKy, 3aTpaThl HA IPOU3BOJICTBO
Cost of disposal 3aTpaTsl Ha BEIOBITHE

Cost of goods available for sale ®akTiueckass CTOMMOCTb TOBApOB ISl IPOAAKH
Cost of goods purchased @axkTuueckast CTOMMOCTbH KYIIJICHHBIX TOBAPOB
Cost of goods sold @akTrueckast CTOMMOCTb MTPOAAHHBIX TOBAPOB

Cost of inventories CebecToumMoCTh 3a11acOB

Cost of purchase 3arpaTsl Ha TprOOpeTEeHUE

Cost of sales CebecTronmMocTh pogax

Cost recovery oil Beipyuka oT npogaxu HeTH, HCHIOTIB3yeMast

JUTSL BO3MEILICHHS 3aTPaT

Cost_plus contract JloroBop «3aTpatsl ILTIOCH

Cost_plus method Meto «3aTpaThl IITIOCH

Costs and revenues 3aTpaTsl U BBIpyUKa

Credibility Kpeaurocrnoco6HOCTh

Credit risk KpennuTHslii puck

Creditor Kpeautop, kpeautyromas opranu3aius

Critical component Kputuueckuii KOMIIoOHEHT

Cross selling [Tpogaka oJHIM U TE€M K€ CTPAXOBATENSIM Pa3INIHBIX
CTPaxXOBBIX MTPOTYKTOB

Cumulative effect Kymynarususiii a3gppext

Currency risk BamoTHblil puck

Current asset OG0POTHBII aKTHUB

Current cost Texymast CTOUMOCTB, TEKYILIE 3aTPAThI

Current cost approach I[Toaxoa, oCHOBaHHBIN Ha TEKYITUX 3aTpaTax
Current cost method MeTon y4yera 1o TeKy1um 3arparam

Current exchange rate method Mertos ydeTa mo TekyiieMy BaIlOTHOMY KypCy
Current expenditures (revenue expenditures) Tekyriue pacxoabt

Current investment KpaTkocpouHast HHBECTHUITUS

Current liabilities Kpatkocpounsie 00s3aTenbcTBa

Current ratio KoadduruenT Texymiei THKBUIHOCTH

Current recovery value Tekyrias BocCTaHOBUTEIbHAS CTOMMOCTD
Current service cost CTOMMOCTb TEKYITUX YCIIYT

Current tax Tekyiue HaJIOTOBbIE IIATEXKU

Current value Tekymiast cTouMOCTb

Curtailment CekBecTp, OrpaHHYCHHE, YMEHbBIIICHHUE

Custodian KacToaunan, XpaHuTelb

Custody OTBeTCTBEHHOE XpaHECHHE

Cutoff (of financial year, of reporting period) 3akpsiTre (HUHAHCOBOTO r0/1a, OTYETHOTO
nepuoa)

D

Damaged inventories [ToBpesxneHHbIE 3amachl

Database baza maHabIX

Date of acquisition Jlara mpuoOpeTeHus

Dealing securities J[umuHroBbI€ LIEHHBIE OyMaru

Debt instruments JonroBbie HHCTPYMEHTBI

Debt securities JlosroBble 1ieHHbIE OyMaru

Debtor [leOutop, NOIKHUK

Decline curves Kpusbie magenus (100b14u)

Declining balance method Meton ymeHbIraeMoro ocratka (aMOpPTH3AIIHs)
Decommissioning costs 3aTpaTbl Ha 3aKPbITHE CKBAKUHBI
Decomposition (of the contract) Pacunenenue (morosopa)

Decrease in long_term loan YMeHblIeHHE JOITOCPOUHBIX 3aiIMOB, KPEUTOB
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Deductible temporary difference Berunraemast BpeMeHHas pa3HuIa
Deferral and matching Otcpouka u cooTBeTCTBHE (COOTHECEHHE)
Deferral method Meton oTcpouku

Deferral model Moaens ¢ oTcpodeHHOM peMueit

Deferred annual accounting Otcpodennast rojioBasi GUHAHCOBASE OTYETHOCTh
Deferred compensation OtcpoyeHHasi KOMITCH AL

Deferred income OTioxeHHast mpuObLIb

Deferred payment OTcpouYeHHBIH M1aTEX

Deferred payment terms Yc10BHsS OTCPOYKH IIIaTEXa

Deferred revenue OTi0xKeHHAasE BRIpYYKa

Deferred tax OTI0XeHHBIH HAIOT

Deferred tax asset OTI0XeHHbIE HAIOTOBBIE TPEOOBAHMS

Deferred tax liabilities OTnoxeHHBIE HATOTOBBIE 0053aTENBCTBA
Deferred tax expense OTi0KeHHBIN pacxo/ MO HAJIOTy

Deferred tax income OTi10’keHHOE BO3MELIEHUE HAlOra

Defined benefit obligation O6s13aTenbCTBO MO IEHCMOHHOMY IUIAHY

C YCTaHOBJICHHBIMU BBITUTATAMH

Defined benefit plan [IeHCHOHHBII TTaH ¢ YCTAHOBICHHBIMH BBITLIATAMH
Defined contribution plan [leHcnoHHBIN T1aH ¢ YCTaHOBJIEHHBIMHM B3HOCAMU
Delay rentals JlonosHuTenbHbIE apeHAHbBIE MIATEXHU COOCTBEHHUKY

MIpH 33/IepKKe Hayana paboT

Demutualising [Ipeo6pa3oBanue o01iecTBa B3aMMHOTO CTPaxOBaHUS

B aKIIMOHEPHOE CTPAaXOBOE OOIIECTBO

Depletion Mctomenue (MecTOpOXKACHUS TOJIE3HBIX HCKOTIAEMBIX )
Deposit (mineral resource or oil and gas in place) Mectopoxnenue
Depreciable amount AmMopTtusupyemMasi CTOUMOCTh

Depreciable asset AMopTu3upyembIii aKTHB

Depreciable basis baza amopru3zaruu

Depreciable cost AMopTu3upyembie 3aTpaThl

Depreciation AMopTu3arus (OCHOBHBIX CPE/ICTB)

Depreciation charges AMopTH3aIlMOHHBIE OTYHCIICHUS

Depreciation cost per unit 3aTpaTbl Ha aMOPTH3AIMIO B pacyeTe HA CIUHUILY
TPOAYKIIHH

Depreciation expense AMOPTH3aLMOHHBIC PACXOIbI

Depreciation schedule Cxema HaduCIICHHS aMOPTH3AIHHI

Derecognition [Ipekpaiienue npu3HaHus, CiucaHue ¢ OanaHca
Derivative financial instrument IIpousBoHbIe MHAHCOBBIE HHCTPYMEHTBI, IEPUBATHBBI
Detail test JleranbHbIN TECT

Detection risk Puck HeoOHapyKeHUsI

Detective control Koutpoins oOHapyxeHus

Deterministic approach JlerepMUHHPOBaHHBIN METO]T

Developed reserves OcBoeHHbIe (pa3paboTaHHBIE) 3aMachl

Development Pa3paboTka

Development cost 3arparsl Ha pa3paboTKy

Development risk Puck pa3zButus crpaxoBoro ciydasi (B CTpaXOBaHUH)
Puck pa3paboTku (B J0OBIB.OTPACIISIX)

Development well DkcrutyaTaninoHHas CKBaXHHA

Deviation OTkioHeHHE

Diluted earnings per share Pa3BoiHeHHass npuObUIL Ha aKLUIO

Diluted loss per share Pa3BoiHeHHBII yOBITOK Ha aKIIUIO

Dilutive potential ordinary shares [ToTeHInanbHbIC OOBIKHOBEHHBIC aKIIUU
C pa3BOAHSIOUINM P PEeKTOM
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Diminishing balance method Metos yObiBaroiiero ocratka
Direct acquisition cost [Ipsimble 3aTpaThl Ha TPHOOpPETEHUE
[IpsiMble 3aTpaThl Ha 3aKII0UYEHUE JOTOBOPOB CTPAaxo

BaHUS (AKBU3UILIMOHHBIE PACXO/IbI)

Direct costing OTHeceHue MOCTOSHHBIX MPOU3BOJICTBEHHBIX PACX0JI0B
HEMOCPEJCTBEHHO Ha CUET MPUOBLICH U yOBITKOB

Direct insurer [TpsiMoii cTpaxoBIIuK

Direct method of reporting cash flows I1psimoii crioco6 cocTaBieHHs OTYETa O ABHKCHUN
JICHES)KHBIX CPEJICTB

Disclaimer of opinion OTka3 OT BbIpaKeHHsI MHEHHSI

Disclosure PackpsiTie nadopmanmm

Discontinuing operation IIpexpaniaemast 1eATeIbHOCTD
Discovery OTKpbITHE (MECTOPOKICHHS)

Dismantlement costs 3aTpaTsl 10 JEMOHTaXY

Disposal BriObiTHE

Disposal consideration Bo3menenue mpu BIOBITHH (TTPOIAXKE)
Disposal of subsidiary [Ipomaxka nouepHeit KOMITaHUN

Disposal proceeds Iloctymienust oT BEIOBITUS (AKTUBOB)
Distribution costs 3aTpaTsl Ha COBIT TPOTYKITUN

Dividends JluBumeH b1

Divisible surplus [Toanmexarnuii pactpeneIeHuI0 0CTaTOK
Documentation JlokymeHTamus

Double declining method MeTtoa ABOMHOTO yMEHBIIIAEMOTO OCTaTKa
Downstream transaction Omepariust «CBEpXy BHU3»

Dry hole contribution Bxkiax B «Cyxyro» CKBaKHHY

Due care /lomkHast TIIATEILHOCTh

E

Earnings ®aktudeckas mpuObLIb, HEpacpeaeIieHHast TPUObLTH
Economic benefits DXKOHOMHUYECKHE BHITOIbI

Economic entity DxoHOMUYECKass OpraHu3aIus

Economic life [Tepron 3¢ hekTHBHOTO HCTIOIH30BAHUS
Effective interest method Meron 3¢ dekTuBHOM CTaBKU MPOIICHTA
Effective interest rate ¢ dexTuBHAs CTaBKa MPOIICHTA

Effective internal control JlelicTByromnuii BHyTpeHHHI KOHTPOJIb
Effective tax rate ®akTuueckas (IeHCTBYIOIIAs) HAJOTOBAsI CTaBKa
Effectiveness D dexTuBHOCTH

Efficiency [IpoayKTHBHOCTB, MPOU3BOIUTEIHLHOCTD

Embedded derivative BctpoeHHBIH TPOU3BOAHBIA HHCTPYMEHT
Embedded value Berpoennast ctoumMocTth

Emphasis of matter paragraph(s) IMosicustorre naparpadsi
Employee benefit Bosnarpaxnenue paboTHUKaM

Ending inventory 3amnacsl Ha KOHeIl ITeproaa

End of period rate CtaBka (Kypc) Ha KOHel Ilepruoa
Engagement Ayautropckoe 3aianue

Engagement letter [Tucemo_o006s3aTenscTBO

Engagement objective Llenb ayauropckoro 3aganus
Engagement work program [Iporpamma aynuTopckoro 3aiaHus
Enterprise Opranuzarus

Entitlements method MeTon y4era mpaB Ha MPOIYKITUIO
Entity_specific measurement Crenndudeckas oreHka

Entry IIpoBoaka

Environmental matters Dxonoruueckue BOIpoCk
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Environmental risk Puck, cBsi3aHHBII ¢ OKpYyKatomel cpeaoi

Equity compensation benefit KommneHncannoHHbIe BBIIIIATH 0JICBBIMA HHCTPYMEHTAMU

Equity compensation plan [Tnan koMIIeHCAITMOHHBIX BBIILIAT JI0JIEBEIMU
MHCTPYMEHTAMH

Equalization reserves Pe3epBbl kosie0aHUil YOBITOUHOCTH

Equipment OGopynoBanue

Equity Kanuran

Equity instrument /loneBoii HHCTpYMEHT

Equity method Merox moneBoro yqactus

Equity securities JlosieBbIe IeHHBIC OymMaru

Error Ommbka

Estate of policy holder Hacneayemoe umyiiecTBo crpaxoBarest
Estimation sampling Onienounasi BeIOOpKa

Evaluation Onenka

Event CoObiTHE

Events occurring after the balance sheet date CoGpITHS MOCIIC OTYETHOMN JaThI
Evidence OcnoBanue, CBUIETEIHCTBO

Examination ITpoBepka

Excess of loss reinsurance IepectpaxoBanue dCiie/icHTa yOBITKOB
Exchange difference Kypcogast pasuura

Exchange rate O6MeHHBI# Kypc

Execution Mcnonuenue

Existence CyrectBoBaHue

Expected disposals of assets Oxugaemoe BHIObITHE aKTHBOB

Expected error Oxunaemas ommodka

Expected exit value Oxunaemasi KOHEUHAsE CTOUMOCTD («CTOMMOCTD BBIXOIa))
Expenditure 3aTpartsl

Expenditures carried forward 3arpaTsl, mepeHOCHUMBIC Ha Oy TyIHe TEPUOIBI
Expenses Pacxomabl

Experience adjustment KoppektrpoBka Ha OCHOBE OTIbITa

Expert Dxcnepr

Explanatory note IlosicauTenpHas 3anucka

Explicit discounting computation PacueTsl Ha OCHOBaHHHU SIBHBIX METOJIOB
JMCKOHTHUPOBAHHUS

Exploration permit Pa3zpemnenue Ha TOMCKOBO pa3BeI0YHBIC paOOTHI
Exploratory well Pa3Benounas ckBaxxuaa

Extensions [Ipupoct 3amacoB B pe3yibTare 10pa3BeaKu

External auditor Buemnwuii ayaurop

External confirmation Brentnee noaTBepkaecHue

External service production CTopoHHsIsI OpraHu3aius o 0Ka3aHuko yciayr
Extractive industries JloObIBaroIue oTpaciu

Extraordinary effect D¢ dext upe3BpruaiiHbIX 00CTOATEIHCTB
Extraordinary items Upe3BbI4aiiHbie CTaThH, Pe3yJIbTAaThl YPE3BbIUANHBIX
00CTOSITENILCTB

Extraordinary profit I[IpuGbLis OT upe3BbIYAITHBIX 0OCTOSATENBCTB

F

Factoring of receivables @akTopHuHr 1e0UTOPCKOM 33]0KEHHOCTH

Fair presentation O0beKTUBHOE IIPECTABICHNE

Fair value CipaBeinBasi CTOUMOCTh

Faithful representation [IpaBauBoe (10cTOBEpHOE) MpEACTaBICHUE

Farm out / farm in /loroBop o npenocraBieHnu / MoJydeHU J0JIU
y4dacTus (B OCBOCHUH U Pa3pabOTKE MECTOPOKICHUS)
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FASB (Financial Accounting Standards Board) CoBer no ctangaptam puHaHCOBOM
OTYETHOCTH

Field Mecropoxnenue

Field work PaboTa Ha MecTax, BHE mITad KBapTUPBI (GUPMBI

FIFO method Merox ®UDO (riepBblii — IpUX01, EPBBINA — BEIOBITHE)

Finance costs 3arpaTsl Ha (UHAHCHPOBAHHE

Finance lease ®uHaHcoBas apeHia

Financial asset ®uHaHCOBBII aKTHB

Financial asset or liability held for trading ®uHaHCOBBII aKTUB MK 00SI3aTEIHCTBO,
MpeJHa3HAYCHHOE JIIsl TOPTOBIIN

Financial assets and liabilities available for sale ®uHaHCOBEIE aKTUBEI K 00A3aTENLCTBA,

UMEIOIINECs

B HAJIMYHU IS TTPO KA

Financial forecast ®uHaHCOBBII MPOTHO3

Financial institution confirmation request 3anpoc nmoarBepxaeHus u3 GUHAHCOBOU
OpraHu3aIum

Financial instrument ®uHAHCOBBIN UHCTPYMEHT

Financial liability ®uHaHcoBoe 00513aT€NBLCTBO

Financial period OTuetHslii iepuo

Financial position ®unaHcoBo€ M0JI0KEHNE

Financial reporting ®unancoBas OTYETHOCTh

Financial statements ®uHaHCOBas OTYETHOCTH

Financial statements assertions YTBep:kIeHHsI, HA OCHOBE KOTOPBIX MOrOTOBJICHA
(uHaHCOBAas OTYETHOCTD

Financing activities ®uHaHCOBas AEATETHHOCTD

Finding costs 3atparsl Ha MOKUCKOBBIE PAOOTHI

Finished goods ['otoBas mpoaykius

Firm commitment TBepmoe corarienue, TBEpI0€e 0013aTEILCTBO

Fiscal period HamoroBsrit mepuo

Fixed asset OcHOoBHOE CpenCcTBO

Fixed costs [locTrosiHHbIC 3aTpaThl

Fixed price contract JloroBop ¢ GUKCHpOBaHHOM IIEHOM

Fixed production overheads [TocTossHHBIC HaKIaIHBIE TPOU3BOACTBEHHBIC PACX OB
FOB (Free on board) destination YcnoBust moctaBku @.0.b. B mopTy Ha3HaYeHUS
FOB (Free on board) shipping point Ycnosus nocrabku @.0.b. B mopty oTrpy3ku
Foreign currency MHOcTpanHas BasitoTa

Foreign currency loans 3aiiMbl 1 KpeIUTH B MHOCTPAHHOW BAIIIOTE

Foreign currency transactions Onepanuu ¢ HHOCTPaHHOM BaIIOTOM

Foreign entity 3apy0exxHoe npennpusrue

Foreign exchange difference KypcoBas pa3znuia

Foreign exchange gain [lonoxxurenbHas KypcoBasi pa3HULIa; TPUOBLIb,
MOJIyueHHAs B pe3y/IbTaTe U3MEHEHHsI BETUYHHBI Kypca

Foreign exchange loss OTpuiiarenpHast KypcoBasi pa3HuIla; YOBITOK,
MOJIyYEHHBIN B pe3yabTaTe U3MEHEHHs BEIMYMHBI Kypca

Foreign operation 3apy0exHasi 1eATEIbHOCTD, 3apyOeKHbIE ONIEpaLIUn

Foreign source of income 3apy0OekHbIif HCTOYHUK TOX0/1a

Forgivable loan YcioBHO 06e3B03BpaTHBIN 3aeM

Framework Konnenmus (MCDO)

Fraud MomennuuectBo

Freight costs on purchases CTOMMOCTb TPaHCHOPTUPOBKH MPU MOKYTIKE
Freight in TpancnopTHsle pacxofp! (ppaxT) MpH NOKyMKe

Freight out TpancnoptHble pacxoisl ((hpaxT) mpu Mpoaxe
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Full cost accounting Meton ydera 1o moHbIM 3aTpaTtam

Fully depreciated asset IIoJHOCTBIO cCaMOPTH3MPOBAHHBIN aKTUB

Functional currency (reporting, measurement, presentation) @yHKIMOHATbHAS BATIOTA
(oTuerHas, 6a3oBas)

Fundamental error ®ynnamenranbHas ommoka

Funding ®unancupoBanue

Funds held for customer CpenctBa, KOTOpbie KOMITaHUSI JEPIKUT VISl KIIMSHTA

Future economic benefit Byaymas s3koHOMUYecKasi BbIro1a

G

GAAP (Generally accepted accounting principles) OOmenpuHsAThIEC TPUHIHATIBI
OyXrajnTepcKoro yuera

(OIIBY)

GAAS (Generally accepted auditing standards) OGrienpuHsTbIC CTAHIAPTHI AYAUTOPCKOM
JEeATEINbHOCTH

Gain Jloxon

Gain (loss) on sale Toxox (yOBITOK) OT ITpoOJaku

Gain on disposal Jloxon oT BeIObITHS (aKTHBa, 000PYIOBAHUS U T.I.)

General controls in computer information systems OOrmiue cpencTBa KOHTPOJIS B
KOMITHFOTEPHBIX

WH()OPMAIMOHHBIX CHCTEMaX

General disclosure OcHOBHbIE TpeOOBaHUS K PACKPHITHIO HHPOPMAIIH

General insurance O01ee cTpaxoBaHue

General journal XXypnain ydera oneparuit

General ledger ['maBnast Oyxrantepckasi KHUTa

General purchasing power approach ITomxo/1, OCHOBaHHBINM Ha 00IIEH MOKYIaTEIHHOM
CIIOCOOHOCTH

General standard O6muii cranmapt

Geographical segment ['eorpaduyeckuii cerMeHT

Geologic province ['eonorudeckas mpOBUHIINS

Geological and geophysical costs (G & G) 3aTpatsl Ha MpoOBeIEHNE T€OJOTUUECKON
1 reo(pU3NUECKON pa3BeIKH (MECTOPOIKICHUMN )

Going concern HenpepbIBHOCTH AEATEIHHOCTH

Going concern assumption J{onymienyre o HempepbIBHOCTH IEATEILHOCTH MPEANPUATHS
Going concern value CTouMOCTb aKTUBOB KOMIIAaHHH, OCHOBAHHAs

Ha JOMYIIEHUHU O HENPEPHIBHOCTH €€ JIEATEIIbHOCTH

Goodwill 'y

Governance Ynpasiienue

Governance process [Ipouecc ynpaBieHnus

Government assistance ['ocynapcTBeHHast TOMOIIIb

Government business enterprise ['ocyapcTBeHHOE KOMMEPUYECKOE MPEANPHUITHE
Government grant ['ocynapcTBeHHast cyOcuaus

Governmental auditing standards CtangapThl ayauTa rocy1apCTBEHHBIX YUPEKACHUN
Grade CopTHOCTb,COPT, KAYECTBO

Grant related to assets Cy6CI/I,I[I/I}I, OTHOCHAIIAACA K aKTUBAM

Grant related to income CyOcuust, OTHOCAIIAACS K JOXOLY

Gross investment in the lease BaioBsie MHBECTUIMHU B apEHIY

Gross margin BanoBas mapixa (prObLIb)

Gross profit BanoBast mpu0ObLIb

Gross revenue approach (to unit_of_production depreciation) Mero BalOBbIX T0X0OI0B
(MTpUMEHHTETHFHO K HAYHUCIICHHIO

aMOPTHU3allUU TPOTIOPIIHOHATHFHO 00BEMY TIPOTYKIIHH )

Gross turnover Banossliit 060poT
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Gross/net representation IpeacraBieHue 0 BaJIOBOMY/HETTO METOJIY
Group ['pymna

Group administration (employee benefit) plan CoBmecTHO ynpaBiisieMblii IEHCHOHHBIN TUTaH
Group financial statements/accounts ®uHaHCcOBasi OTYETHOCTD TPYIIITBI
Group of biological assets I'pyrina 6MOIOTHYECKUX aKTUBOB

Guaranteed residual value I"'apanTupoBanHast TMKBUIAIIMOHHAS CTOUMOCTD
H

Hash total Utorosas (o0mas) cymma

Hedge Xemx / XemxkupoBanue

Hedge accounting Yuet xe»KupoBaHHUsI

Hedge effectiveness D¢ (hekTHBHOCTD XeHKHUPOBAHUS

Hedged item Xemkupyemas craTbs

Hedging XemxupoBanue

Hedging instrument IHCTpyMEHT XeaKupoBaHUs

Held to maturity investment uBecTuius, yaepxupaemas J0 MOTalieHus
Hire purchase contract /JoroBop apeH/isI ¢ MpaBOM BHIKYTIa

Historical cost IlepBonauanbHast CTOUMOCTh, (paKTHUECKAsi CTOUMOCTD
npuoopeTeHus

Historical cost accounting YueT 1o nepBoHa4YaIbHONH CTOMMOCTH,

1o paKTUYEeCKOH CTOUMOCTH PHOOPETEHUs

Holding company XoaanHroBast KoMIaHus

Host bond OcHoBHast o6nuranust

Host contract OcHOBHOM 10rOBOp

Hurdle rate MuanmasnpHasi cTaBka TOXOTHOCTH (MCIIOIB3yeMast

B TOU MM MHOM OpraHU3aIiN)

Hyperinflation I'unepundnsus

Hypothecation Umoteka

IBNR (incurred but not reported) Pe3epr npounsomeanux, HO He3asBICHHBIX YOBITKOB
(PTIHY)

I

Identifiable assets and liabilities UneaTudunmnpyembie akTUBBI U 00s3aTEIBCTBA (COOT
BETCTBYIOIIHE ONPECICHHBIM TPEOOBAHUSIM )

Identifying BrisiBiieHne GpakToB X0351HCTBEHHON AEATEIHHOCTH,
UJeHTH(DUKAITAS

Immaterial (item) HecymiecrBenHas (cTaThs)

Immediate family Yiien cembpu

Impairment ObecrieHeHNE, CHIDKEHIE CTOUMOCTH

Impairment loss YObITOK OT 0OecIieHeH s

Imparity principle YueT B COOTBETCTBUH € IPHHIIUIIOM 00ECIICHUBAHHUS
Improved recovery projects [IpoeKTbI 1J1s1 TOBBIIICHHUS OTIAYN

Imputed rate of interest BMeHeHHas cTaBka mporieHTa

Inception of the lease Hauaso cpoka apeHabt

Incidental (indirect) acquisition costs [To6ouHbIC (KOCBEHHBIE) 3aTpaThl HA IPUOOPETEHUE
Income Jloxoa, mpuObLIL

Income and expenditure account Cuet JOXOJIOB U PacXo/10B

Income distributions to owners Pacnipenenenue npuObLIH (JI0X0/1a) MEXKITY
coOCTBEHHUKaMU

Income statement OTueT 0 NPUOBUIAX U YOBITKAX

Income statement liability method Meton 06s13aTenbCTB MO OTYETY O MPHOBLIAX H YOBIT
Kax

Income tax expense Pacxo/pl 1o Hanmory Ha TpUOBLITH

Incoming auditor HoBerit ayaurop
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Incorrect acceptance Omnbo4yHoOe NpUHATHE

Incorrect rejection OmubG0YHOE OTKIOHEHHE (HETIPUHSATHE)

Incremental borrowing rate of interest (lessee's) [IpupocTHas ctaBka MpoIeHTa Ha 3a€MHBII
KaruTa

(apennaTopa)

Incremental sale I[Ipogaka ¢ maaTexom B pacCpouKy

Indemnity reinsurance [lepecTpaxoBanre Bo3MeNICHHs yiepoa

Independence HezaBucumoctsb

Independent foreign operation HezaBucumas 3apy0eskHast 1esITCIILHOCTh

Indexed contract ManekcupyeMsblii TOTOBOP CTpaxOBaHUS

Indicated mineral resources (reserves) [Ipenmosiaraempie 3armachl MOJIE3HBIX UCKOMTAEMBIX
Indirect method KocBennslii meto

Individual accounts MHauBHyaIbHAsE OTYETHOCTH (CUYETa) KOMIAHUHU

Individual evaluation concept [Ipuniun vHAMBUIYaTHLHOM OLIEHKH

Industry and geographical segments OtpacieBsie u reorpaduyecKue CerMeHThI
Industry segment OtpacieBoii cerMeHT

Inferred mineral resources [IpenBapuTenbHO OLIEHEHHBIE 3aI1aChI

Inherent limitation HeoTremnemoe orpanndenue

Inherent risk Heorremnemsrit puck

Initial disclosure event (for a discontinuing operation) CoObITHE, OTIPEEIAIONIEE MOMEHT
MEPBOHAYAITBHOTO

packphITHs (I MpeKpaIiaeMoi 1esITeTbHOCTH )

Inquiry 3ampoc

Inspection MucniekTupoBanue

Instalment sale IIpoxaxka B paccpouky

Insurable interest CTpaxoBoii uHTEpEC

Insurance contract JloroBop cTpaxoBaHus

Insurance expenses Pacxopl Ha cTpaxoBaHUE

Insured event CtpaxoBoii cirydaii (3acTpaxoBaHHOE COOBITHE)

Intangible asset HemaTtepuanbHbIii akTHB

Integral foreign operation HTerpupoBanHas 3apyOekHas eI TEIHbHOCTh

Integrated enterprise lnTerpupoBanHast KOMIaHUs

Integrity LlenocTHOCTB

Intercompany balances (transactions) BHyrpurpyrmmoBsie ocTaTku (omeparun)
Interest cost (for an employee benefit plan) 3aTparbl Ha TpOIIEHTHI (711 TEHCUOHHOTO TJIaHA
C YCTaHOBJICHHBIMH BBITLIATAMU)

Interest expense Pacxo/ipl Ha BBITLIATY MIPOLIEHTOB

Interest in joint venture /[0 ydacTHsi B COBMECTHOU JEATEIHHOCTH

Interest payable 3a1015K€HHOCTB MO TPOLIEHTaM

Interest rate implicit in a lease PacueTHast mpolieHTHas cTaBKa 10 JI0TOBOPY apEH/IbI
Interest rate risk Puck craBku mporiieHra

Interim financial reporting / statements / information [Ipomexyrounas ¢punancoBas
OTYETHOCTH/MH(POPMALIUS

Interim period IIpoMexyTouHBIH nepuo

Internal auditing Buyrpennuii ayaur

Internal auditor BuyrpenHslii aymutop

Internal audit department OTzen BHyTpeHHEro ayaura

Internal control questionnaire AukeTa BHYTpEeHHEr0 KOHTPOJIS

Internal control system Cructema BHyTpeHHET0 KOHTPOJIS

Internal control weakness HemoctaTtok BHyTpeHHETO KOHTPOJIS

International Financial Reporting Standards (IFRS)
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International Accounting Standards (IAS) MexayHapoiHbie cTaHAApPTHI (GPUHAHCOBOU
OTYETHOCTH

(MC®O0),

MexayHnapoansie crannapTsl Oyxranrepckoro yuera (MCBY)

International Accounting Standards Board (IASB) IlpaBienne CoBeta o MeXIyHAPOIHBIM
CTaHJapTam

¢unancoBoit oruetHocTH ([IpaBieane CMCDO)

International Financial Reporting Standards (IFRS) Mexaynapoasie cTaHaapThI
(MHAHCOBOW OTYETHOCTH

(MC®O)

International Standards of Auditing Mex1yHapoJHbIE CTaHAaPThI Ay TUTOPCKOM
JEATEIbHOCTH

Intracompany balance Bayrpurpymnmnossie 000poThI

Introductory paragraph Beoanslit maparpad

Inventories 3amnacel

Invest rate risk Puck npoueHTHO cTaBku

Investee O6bekT HHBECTULINI

Investigation PaccnenoBanue

Investment activities IHBecTUIIMOHHAS NESTENBHOCTD

Investment MHBecTuIMSA, ”HBECTHUPOBAHUE

Investment object OObEKT HHBECTHPOBAHUS

Investment property MuBecTHIIMY B HEABUKUMOCTD

Investment securities IHBecTUIIMOHHBIE TICHHBIE OyMaru

Investment_linked contract JloroBop cTpaxoBaHusi, 00s3aTeIbCTBA TI0 KOTOPOMY
CBSI3aHBI C pe3yIbTaTaMHi HHBECTHUINN

Investments held to maturity MaBecTuimu, yaep:xuBaeMblie J0 MOTAIICHUS
Investor uBecTop

Investor in a joint venture MlHBeCTOp B COBMECTHYIO JI€ATEILHOCTD

Invoice Cuet ¢akrypa

Item CraTbs, 0OBEKT

J

Joint control CoBMeCTHBIN KOHTPOJIb

Joint operating agreement CoruanieHie 0 COBMECTHOM e TeIbHOCTH

Joint products CoBmMecTHO MPOU3BOANMASE PO TYKITHS

Joint venture CoBMecTHAas NeITEILHOCTD

Joint venture agreement J{oroBop (cornamieHue) 0 COBMECTHOM 1eATEIbHOCTH
Jointly controlled entity CoBMecTHO KOHTpOIHpyeMasi KOMITAaHHS

Journal XXypHa, ydeTHbIH perucTp

Just_in_time To4HO B CpOK

K

Knowledge of the business 3nanue 6usneca

L

Lease Apenna

Lease term Cpoxk apeHibI

Legal merger FOpuauueckoe ciausHue

Legal obligation FOpunuueckoe 00s13aTenbCTBO

Legal right of set_off FOpuaueckoe npaBo Ha 3auer TpeOOBaHUI

Legal title [IpaBo coGcTBEHHOCTH, TPABOBOM TUTYI

Letter of attorney JloBepeHHOCTH

Leverage DKOHOMHUYECKHUH pblYar, «JI€BEPUIK»

Leveraged leases KpeauTHsblii 1M3HMHT; apeH]ia, YaCTUYHO (PUHAHCUpyeMast

3a CYeT KpeauTa
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Liability method Merox o0si3aTenscT

LIFO method Meton JIN®O (nocnequuii MOCTYIIEHUE, TTEPBbII —
BBHIOBITHE)

Limitation on scope Orpannuenue o0bema

Liquidity JINKBUAHOCTB

Liquidity risk Puck nuxBuanoCTH

Listed company Kommanusi, akiium KOTOpO#l KOTHPYIOTCSI Ha OUpiKe
3aperucTpupoBaHHas Ha OUpPIKE KOMIAHHS

Loans and receivables originated by the enterprise Ccyabl 1 neduTOpCcKas 3a10KCHHOCTb,
MPEOCTaBICHHBIC

KOMITAaHHEN

Long_term assets and liabilities JlonrocpoyHbie aKTUBBI U 0053aTELCTBA
Long_term employee benefits Jlonrocpodnsie 00s3aTenbCTBA 1O BRIILIATAM COTPYIHUKAM
Long term investment JlonrocpouHast HHBECTHUIUS

Long_term receivables Jlonrocpounas neduTopckast 3a10J5KEHHOCTh
Loss YOsITOK

Loss on disposal YObITOK OT BHIOBITHS (aKTHBA, 000PYAOBaHUS U T. 1.)
Loss on sale of equipment YObITOK OT ITpoaxku 000py10BaHUs

Loss recognition test Kpurepuii npuznanus yobiTka

M

Main product OcHOBHas IPOTYKIUS

Makeup product KomneHncaryionnas npoayKuus

Management PykoBoaCTBO, MEHE)KMEHT

Management of change Ynpasienue n3amMeHEeHUIMU

Management representations 3asiBIeHUsI pyKOBOJICTBa

Management representation letter [lucbMeHHOE 3asiBIeHUE PYKOBOJICTBA
Market risk PeiHOUYHBIH prick

Market value Prinounast croumoctsb

Marketable (adj) PeraHounbIi

Markdown Ilonmxkarorasi cocTaBistroras HOpMbl TPUOBUTH, CKUT_

Ka

Markon 3aknapiBaeMasi HopMa MpHOBLITH

Markup Jlo6aBouHast HopMa NMPUOBLIN, HAIlEHKA

Matching concept Konnenmust cooTHeCeHHsI JOXOI0B ¥ PacX0JIOB
Matching of costs with revenues CootHecenue 3aTpaT U BHIPYIKH
Material (adj) CymecTBeHHBIH

Material inconsistency CyiecTBeHHOE HECOOTBETCTBHE

Material misstatement of fact CymectBeHHOe uCKaxxeHue (paxra
Material weaknesses CyiiecTBeHHbIE HEIOCTATKH

Materiality CyiiecTBeHHOCTb

Materiality level YpoBeHb cyliecTBEHHOCTH

Measured mineral resources (reserves) OlieHeHHbIE 3anachl (MMOJIE3HBIX UCKOTIAEMbIX)
Measured reliably Hanesxno onieHeHHBIi

Measurement OrieHka, U3MEpPEHUE

Measurement of change Omnetka u3meHeHui

Merchandise Inventory ToBapHsie 3amacht

Merchandising company ToproBast KOMIaHust

Merger Cnusiaue

Merger accounting YdeT npu CIUSHUU

Mineral property IMyiiiecTBEHHbIH KOMILJIEKC MECTOPOYKICHHUS TTOJIE3HBIX
HCKOTAeMBIX

Mineral resource Pecypchl mose3HbIX HCKOITAaeMbIX
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Mineral rights (interests) IIpaBa Ha pa3zpaboTky Heap

Minerals [Tone3nbie nckomaemMbie

Minerals in place [Tone3nbie nckonaeMsle B HeIpax

Minimum lease payments MuHHMaIbHBIC apSH/HBIC TIATSIKH

Minority interest J[ons MeHbIIMHCTBA

Mismatch risk Puck HecornocraBuMocTi (HECOOTHECEHHUS)

Misstatement Mckaxenne

Mitigating YMeHbIIeHHE (KOMIIEHCAIUS BIUSHUS (DaKTOpa)

Modified auditor's report MouduinpoBaHHOE ayAUTOPCKOE 3aKITFOUCHUE
Monetary assets JleHEKHbIE aKTUBbI

Monetary financial assets and financial liabilities /leHexHbie prHAHCOBBIC AKTHUBHI H
¢buHaHCOBBIC

00s13aTeNbCTBA

Monetary financial instrument JleHe>HbIi (pUHAHCOBBIM HHCTPYMEHT
Monetary item JleHexxHast cTaThbs

Mortality protection CtpaxoBaHue Ha CIy4ail CMEPTH

Mortgages MnoTeyHbie KpeauThbl

Multy employer (benefit) plan [lencuonHbIi Tu1aH rpymel paboToaarenei
Mutual insurer Komnanust B3auMHOTO CTpaxoBaHMs

N

National practices HauinonanbHas nmpakTuka

National standards HarimonansHblie cTanaapThl

Negative assurance OTpuIaTeIbHOE MTOATBEPKICHNE

Negative goodwill OTpuniarenbHblil Iy BuI

Net assets UncTble aKTUBBI

Net assets available for benefits UncTble akTHBBI IEHCHOHHOTO T1JIaHA

Net cash UucTsie neHeKHBIE CpeICTBA

Net cash investment UucTele qeHEKHBIE MHBECTUIINN

Net current assets UucTble TEKylIUe aKTUBBI

Net deficit YucTsiii nedunut

Net equity UucThrit kanuTan

Net income Yucras npuosub (TepMuH ucnoiabzyetcs B CILIA,

cM. Takke Net profit)

Net investment in a foreign entity UucTbie HHBECTHIIUHN B 3apy0eKHOE TIPESANPUATHE
Net investment in a lease YucTbic HHBECTHIIUN B apCHTY

Net loss UucThiit yOBITOK

Net profit YucTas mpuObLIbL (TEPMUH UCTIONB3YeTCs B BenmnkoOpuTanuwu,
cM. Takke Net income)

Net purchases UucTble NOKyIKu

Net realisable value Bo3moskHast unctass CTOUMOCTB TIPOJIaXK

Net revenue approach (to unit_of production depreciation) Merox uncroro (HeTTO) H0X0aa
(MTpUMEHHTETBHO K

HAYMCIICHUIO aMOPTU3ALUH TPOMOPIIHOHAIEHO 00bEeMY

MIPOTYKIINH)

Net sales UucTbie mpoaaxu

Net selling price UucTas 1eHa npojgax

Net surplus Yuctblit n30bITOK, MTPOGUIUT

Neutrality HeifrpansHocTb

No entry Oneparust He OTpakaeTcst

Non_cancellable lease Heannynupyemas apenia

Non_cash charges and credits 3aTpaTsl 1 OCTYIJIEHUS B HEJICHEXKHOH Gopme
Non_cash item HenenexHnas cratbs
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Noncommercial property imymiecTBeHHBII KOMIIJIEKC HEKOMMEPYECKOTO 3HAUEHUS
Noncompliance HecooTBeTcTBHE

Noncontrolling interest HekoHTposmpyemsliii uaTEpec (amep.)

Non_current Jlosirocpounblii (BHEOOOPOTHBIH)

Non_current liability Jfonrocpodnoe 00s13aTebCTBO

Non_operating interest [laccuBHOE 0JI€BOE yHacTHe

Non_producing reserves Hepa3spabaTsiBaeMmbie 3arachbl

Non_sampling risk Puck, He CBsI3aHHBIH ¢ HCIIOJIb30BaHHEM BHIOOPOYHOTO
MeTo A

Normal capacity of production facilities Hopmanbpaast mpou3BoICTBEHHAS MOIITHOCTh
00opyIOBaHUS

Normal surplus_deficit HopmansHbiii mpupocT/yOBITOK OT OOBIYHOM EATEITBHOCTH
Notes payable Cuera k orutare

Notes to the accounts I[losicHeHus: k oTUeTHOCTH

Notional amount YcioBHast cymma

Novation/assumption reinsurance [lepecTpaxoBanue B MopsiaKe HOBAIUN/TIPUHATHS
0053aTeNbCTB

O

Objectivity OOBEKTHBHOCTH

Obligating event O6s13p1BaroIIee COOBITHE

Obligation O6s13aTenBCTBO

Observation Haomronenne

Obsolescence MopaiibHbIi H3HOC, yCTapeBaHUE

Occurrence Bo3HMKHOBEHME

Occurrence risk Prck 4acTOThI CTpaxOBbIX CIIy4aeB

Off balance_sheet item 3abanancoBas craTbs

Offset Bzanmo3auer

Oil and gas in place 3amacs! HehTH 1 Ta3a B HeApax

Oil and gas lease ApeHnna MecTOpoKIeHHs HEPTH U raza

Oil and gas reserves 3anacel HedTH U rasa

On account 3a cuet

On_balance_sheet item BamancoBas craTes

Onerous contract O6peMeHeHHBIN JOTOBOP

Opening balance HavanbpHoe canbao

Operating activity OnepanroHHas AesITeIbHOCTD

Operating costs OniepalioHHbIE 3aTPaThI

Operating cycle OniepaiiiOHHBIN ITUKIT

Operating expenses OnepamoOHHbBIC PACXOIbI

Operating income OnepanuoHHbBIN 10XO0

Operating lease OnepaninoHHas apeHa

Operating profit Oneparmonnas npuoObLIb

Opinion MHueHue

Option OnuuoH

Option to acquire acreage ONIKMOH Ha MPUOOPETCHUE YIACTKA HEP

Option to acquire mineral rights Onuon Ha mpuoOpeTeHue mpas Ha pa3paboTKy
TMIOJIE3HBIX UCKOMAEMBIX

Ordinary activities OObIuHast 1ESATEIBLHOCTh

Ordinary share OObIKHOBEHHAsI aKIIUS

Ore body Pynnoe teno

Ore reserve 3amachl pyJibl

Originated loans and receivables CymMa BbITaHHBIX 3aiMOB M JI€OMTOPCKOH 3a/10JKEHHOCTH
Other auditor [pyroii ayaurop
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Overlift (overtake, overproduction) Ilepenpoun3BoacTBo

Owner_occupied property O0beKT HEIBUKUMOCTH, 3aHUMAEMbIii COOCTBEHHUKOM
P

Paid in cash Omara geHeXHBIMH CPECTBAMU

Paid_in capital OnaueHHbIH KanuTaN

Par value HomuHanbpHast CTOMMOCTD, TAPUTET

Parent company Marepunckasi KOMIaHus

Participant of a retirement benefit plan YuacTHuk neHcHOHHOTO IJIaHA
Participating contract / variable life insurance (with_profits policies) Jorosop y4actust
(moroBop cTpaxOBaHUS KU3HU C

ydacTueM B IPUOBLIN CTPAaXOBIINKA)

Partner (of an audit company) Ilaptaep (ayauropckoit ¢pupmbl)

Past service cost CTOMMOCTB MPOILIBIX YCIYT PaOOTHUKOB

Payables KpenuTopckas 3a101k€HHOCTD

Payments [1narexun

Pension plan settlement Pacuer nmo nencnonHoMmy many
Percentage of completion method Metona «1o Mepe TOTOBHOCTHY

Performance Pe3ynbTaThl qesTenbHOCTH

Performance statement OtueT 0 pe3ynbTarax AesITEIbHOCTH

Periodic inventory MeTo nmepuoimueckoro ydaera 3amnacoB

Periodic system Cucrema nepuoudeckoro ydera

Permanent difference [TocTostHHas pa3znuia

Perspective financial information Ilporno3nas ¢punancosas unpopmanus
Persuasive Y0enuTeabHbIi

Petroleum Hedts u ra3

Physical unit_of_production method Merox ¢pusndeckoro yuera 1006191
Planning ITnanupoBanwue

PPE, Plant assets (Property, Plant and Equipment), fixed assets OcnoBHbIe cpeacTBa
Plant assets disposals BeiObITHE OCHOBHBIX CPENICTB

Pledge 3anor

Policyholder CtpaxoBatenb, 3aCTpaxoBaHHOE JIUIIO

Policyholder_Benefits (prospective) accounting model ITepcniekTrBHas MOEb yUeTa,
OCHOBaHHast

Ha BBIIUIATAX CTPAXOBOT'O BO3MEIICHHSI CTPAXOBATEITIO

Policyholder deposit (retrospective) accounting model PerpocniekruBHas Moaenp yuera,
OCHOBaHHasI

Ha JICTIO3UTE CTPaxXOBaTeIIsI

Pooling of capital (interests) O6benuHeHne KanuTana (MHTEPECOB)

Pooling of interests method MeTton koHcOnuAanuu Npu 0ObEAMHEHUH UHTEPECOB
Population ['enepanbHas COBOKYITHOCTb

Portfolio basis Meron noptdenbHON OIIEHKH

Positive assurance ITosoxuTeIbHOE TOATBEPIKICHUE

Possible (mineral) reserves Bo3MoHbI€ 3a11achl MOJIE3HBIX HCKOTIAEMBIX

Post balance sheet events CoObITHS ITOCIE OTYETHON JATHI

Post_employment benefit Bo3HarpaxeHue 1o OKOHYaHUU TPYAOBOM IESITEIHLHOCTH
Post_employment benefit plan ITnan Bo3HarpaxaeHuii 0 OKOHYAHUH TPYIOBO#
JeSITeNbHOCTH

Potential ordinary share IToTennnanbHble OOBIKHOBEHHBIE AKITUH

Practice IlpakTuka

Predecessor auditor [IpenmectBytomuit ayaurop

Predetermined application rate YcraHOBIEHHBIH 3apaHee 3asiBOYHBIN Kypc
Premium deficiency HenocrarouHocTs npemun
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Premiums CTpaxoBble MPEMHUH 110 IOTOBOPAM CTPAaXOBAHHS

Prepaid expenses Pacxoabl Oyaymux nepruoaos

Prepaid insurance Pacxopl Oyayux meproIoB Ha CTpaxoBaHUE

Prepayment IIpenomiara

Pre production activity JlesiTensHOCTH 10 HaYaia JOOBIYHU TOJIE3HBIX HCKOTIAEMBIX
Pre production costs 3aTpatsl, Mpou3BeICHHBIC JO HAYalla JOOBIYH MMOJIE3HBIX
MCKOTIaeMBIX

Pre production revenues [[0X0/1b1, MOTy49eHHBIC 10 HaYaIa JOOBIUN TIOJIE3HBIX
MCKOTIaeMBIX

Present value /luckoHTHpOBaHHAS! CTOMMOCTb

Present value of a defined benefit obligation /luckoHTHpOBaHHAsI CTOUMOCTb 00SI3aTEIILCTB 10
MIEHCHOH _

HOMY IUIaHY C YCTAaHOBJICHHBIMH BBIIIATAMU

Presentation IIpeacrasnenue (MHpOpMaryn)

Presentation and disclosure [IpencraBienue u packpbiTue HHPOPMALUH

Price risk [lenoBoii puck

Primary financial instrument ba3oBbiii pHAHCOBBIIT HHCTPYMEHT

Principal auditor ['maBHbI# ayauTOp

Probabilistic approach BeposiTHocTHBIN MeToA (1TOIXO0.T)

Probable reserves BeposiTHbie 3amachl

Proceeds IToctymnenus

Produce (agricultural) Cenbckoxo3siicTBEHHAS TIPOTYKITHS

Producing reserves Pa3zpa0GaTeiBaemble 3amachl

Product financial arrangement ®@uHaHCOBOE COTJIAIIEHUE O BHIKYIIE TOBapa
Production J{o6b14a (110J1€3HBIX UCKOTIAEMBIX )

Production cost [Ipou3BoacTBeHHAs c€0ECTOMMOCTD

Production in kind [Ipoaykiiust B HaTypaabHOM BBIpAXKEHUU
Production_sharing agreement (contract) Cornarerre (I0roBOp) 0 pasjaesie MpoayKIHH
Professional conduct IIpodeccrnonansHoe moBenaeHne aynuropa

Professional services [Ipodeccnonanpabie yeayru

Profit [TpuGbLIH

Profit and loss account Cuer npuObLICH U YOBITKOB

Profit before tax [IpuObLIb 10 HATOTOOOIOKEHUS

Profit from operations [IpuGbLIb OT OTMIEpanKiA, MTPUOBLITL OT OCHOBHOM JIes
TENBHOCTH

Profit oil [IpuGsuibHAS HEDTH

Project method ITpoekTHbIi MeTOT

Projected benefit valuation method MeTo orieHKHM TPOTHO3UPYEMBIX BBITO/T
Projected unit credit method MeTox mporuo3upyeMoit YCIOBHON €IUHHULIBI
Projection [Iporuo3upoBanue

Property and casualty insurance CTpaxoBaHHe UMYIIIECTBA U CTPAXOBAHUE OT HECUACTHOTO
ciryyasi;

Casualty _mo0oe cTpaxoBaHue, KpOME CTPAXOBAHUS

KHU3HH, CTPAXOBaHMsI UMYIIECTBA OT OTHS, MOPCKOTO

CTpaxOBaHHs U CTPaxoBaHHs (PUHAHCOBBIX PHCKOB.

Property, plant and equipment OcHoBHbIe cpeacTBa

Proportionate consolidation ITponopiinonansHoe cBeaeHue

Prospect Teppuropus U3bICKaHUM

Prospecting [TouckoBsie paboThI

Prospecting permit Pazpernienne Ha u3bicKaTeNbCcKie paboThI

Prospective application ITepcriekTuBHOE TPUMEHEHHE

Prospective financial information Oxxunaemasi punancoBas nHGoOpManus
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Proved (un)developed reserves Jlokazanubie (He)pa3paboTaHHBIC 3aI1aChI
Proved reserves [lokazaHHbIe (JOCTOBEPHBIC) 3aMachl

Provision Pe3zeps

Provision for taxes payable Pe3eps no Hasioram K yruiate

Prudence OcMOTPHUTETBHOCTD, OCTOPOKHOCTH

Prudence concept [IpuHIIUT OCMOTPUTENIBHOCTH, OCTOPOKHOCTH

Public sector accounting Yder B rocy1apcTBEHHOM CEKTOPE SKOHOMHUKH
Publicly traded company Kommanusi, akunuu KoTopoii cBoOOIHO 0OpamaroTes Ha
OTKPBITOM PBIHKE IIEHHBIX Oymar

Purchase account Cyet moKymKox

Purchase discounts Ckuaku mpu OKyIKe

Purchase method Meto mokynku

Purchase of merchandise on credit [Tokyrka ToBapoB B KpeIuT
Purchase order 3aka3 Ha npuoOpeTeHue, MOKYIKY

Purchase price llena moxymnku

Purchase returns and allowances Bo3Bpar u yiieHka KyIIeHHBIX TOBapOB
Purchases [Toxynku

Q

Qualification OroBopka (ayauropckas)

Qualified asset Kpanuduuupyemslii akTUB; aKTHB, yI0BIETBOPSIOLIUI
KPUTEPHUIM

Qualified opinion Yci0BHO NOJ0XKUTENbHOE MHEHHE (MHEHHE C OTOBOPKAMM)
Qualitative KauecTBeHHBII

Quality control KonTpoib kauecTBa

Quantitative KonnuecTBeHHBIN

Quarrying Pa3paboTka (1oe3HbIX HCKOTIAEMBIX) OTKPBITBIM CIIOCOO0M
Quota share reinsurance KBoTHOe mepectpaxoBaHue

R

Ratio estimation Onenounoe 3HaueHue Kodh PuimeHTa

Raw material Cripbe

Realisable cost Bo3amoskHast CTOUMOCTD pean3aiuu

Realisable value Bo3aMoxHast CToMMOCTh Mpoaxk

Realised / unrealised gain Peanm3oBannas/Hepeann3oBaHHas MpUObLIH
Reasonable assurance JlocTtaro4nasi yBepeHHOCTh

Reaudit [ToBTopHBIHi ayauT

Receivables Jleburopckas 3a10KEHHOCTh

Recognition [Ipuznanue

Recognition and measurement [Ipu3nanue u omneHka

Recognition criteria Kputepuii npu3nanus

Recompletion [TepeobopynoBanue CKBaKUHbBI

Reconciliation CBepka, BbIBepKa

Recording OTpaxeHue B yuere, 3auch

Recoverable amount Bo3meniaemast cymma / cTOUMOCTh

Recoveries from salvage I[TocTymuieHus OT peanu3aliiy MoBPEXkICHHOTO
3aCTPaxOBaHHOT'O UMYIIECTBA, IEPEUICIIICTO

B COOCTBEHHOCTb CTPaXOBOW OpraHU3aIiu

Redemption of the long_term loan IToraiienue 10Jr0CpPOYHOTO KpeauTa
Refuse to recognize OTka3aTbcs OT MPU3HAHUS

Reinsurance premium IlepectpaxoBoyHast mpeMus

Reinsurer [lepecTpaxoBuuk

Related parties CBsi3aHHBIE CTOPOHBI

Related party disclosures PackpbiTie nHhopmaiyy o CBSI3aHHBIX CTOPOHAX
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Related party transaction Oniepaniuu Mex Iy CBsI3aHHBIMH CTOPOHAMU

Related services ComyrcTByromme yciayru

Relevance YmectHOCTB

Reliability Hanexxnoctb

Removal and restoration costs 3aTpaTsl 10 OYKCTKE ¥ BOCCTAHOBIICHUIO TEPPUTOPUU
Rent expense Pacxoel Ha apeHy

Repairs expense Pacxoier Ha peMOHT

Replacement cost (of an asset) 3aTpaThl Ha 3aMeHY (aKTHBA)

REPO (repurchase agreement) Jloroop PEIIO, cornamenue o mpoaaxe ¢ 00paTHOU
MOKYTIKOM

Reverse repurchase agreement JloroBop o6paraoro PEIIO, cornamnienne o mokymke
¢ 00513aTeTLCTBOM 00paTHOH MPOIAKU

Reportable segment OT4eTHBIN CETMEHT

Reporting accountant ByxranTtep, cocTaBasrOmMii OTYETHOCTD

Reporting currency OtuetHast BajroTa

Reporting date Or4erHas nara

Reporting enterprise OTYHTHIBAIOIIASCSA KOMITAHUS

Reporting on a net basis OT4eTHOCTh Ha HETTO_OCHOBE

Reporting period OtueTHbIl IEPHOL

Repurchase agreement Jlorosop PEIIO, cornamenue o npomaxe ¢ oOpaTHOM
MOKYIKOMN

Research MccnenoBanue

Research and development costs 3aTpatsl Ha uccieoBaHus U pa3pabOTKH, 3aTpaThl HA
HAyYHO HCCIIEIOBATEIBCKHE U ONBITHO KOHCTPYKTOP

ckue pazpadorku (HUOKP)

Reserve for warranty liability AHHYIHpOBaHUE TapaHTUHHOTO 00s513aTEIHLCTBA
Reserve recognition accounting (RRA) Vuer npusHanus pe3epsa

Reserve replacement ratio (RRR) KoaddummeHt 3amernenus pe3epBoB

Reserves ®@owuibr (pe3epBsi)

Reserves behind the pipe 3amacer «BHE TPyObI»

Reserves in place 3anace (1Moae3HBIX HCKOTIAEMBIX) B HEAPAX

Reserve to production ratio OTHOIIEHUE pa3BeJaHHBIX 3aMaCOB K TOJIOBOMY 00bEMY
00OBIYH

Reservoir Komiekrop, 3amexu (T0J€3HBIX HCKOTIAEMBbIX )

Residual claim on total assets Ocratounast 70151 B aKkTUBax

Residual value (Salvage value) JlukBugannoHHas CTOUMOCTh

Restatement Ilepecuer

Restoration costs 3aTpaTsl 10 BOCCTAaHOBJICHUIO TEPPUTOPHH

Restructuring Pectpykrypusarus

Retail method Mertox yueTta mo po3HHUYHBIM LIEHAM

Retained earnings Hepacnpenenennas npuoObuib

Retirement benefit plan ITeHcnoHHBIH M1aH

Retirements Cniucanuie (OCHOBHBIX CPEJICTB)

Retrospective application PerpocnekTuBHOE MpuMeHEHHE

Return of merchandise Bo3Bpat npogaHHBIX TOBapOB

Return on investment JIoxo/1 Ha MHBECTULIHIO

Return on plan assets J[oxoapl Ha aKTHBBI IEHCUOHHOTO TIJIaHA

Returns on equity securities (dividends) Jloxoas! Ha 101eBbIe IIEHHBIE OymMaru (AUBHUACHIBI)
Returns on loans (interest) /{oxoap! mo ccyaam (TpOLIEHTHI)

Revaluation ITepeonienka

Revaluation reserve Pe3epB nepeonenku

Revaluation surplus I[IpupocT cToumMocTy UMYIIECTBA OT MIEPEOIIEHKU
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Revalued amount of an asset [lepeonieHeHHass CTOMMOCTh aKTHBA

Revenue Bripyuka (amep. — 1oxo1 )

Reversal of impairment loss PeBepcupoBanue (BoccTaHOBICHHE) YOBITKA OT OOCCIICHEHUS
Reversal of temporary difference PeBepcupoBanue (BocCTaHOBICHNE) BPEMEHHOUW Pa3HUIIBI
Reverse acquisition OOpaTHast MoKymka

Review engagement 3aganue mo o630py

Reward associated with a leased asset Bo3narpaxuenue, cBS3aHHOE C apeHJION aKTUBA
Reward associated with financial asset Boznarpaxxaenue, cBsizaHHOE ¢ (PUHAHCOBBIM aKTHBOM
Right to mine contract JloroBop o mpaBax Ha pa3padbOTKy

Risk associated with a leased asset Pruick, cBs3aHHbBIN C apeH/I0# aKTHBA

Risk service contract (agreement) KOHTpakT ¢ MUHUMaJIbHOW TapaHTHEl BO3ZMEIICHUS
((puckoBBIit) JOrOBOP 00 OKAa3aHUU YCIYT)

S

Salaries expense Pacxo/isl Ha orutaty Tpyaa

Salaries payable 3anomxeHHOCTB 1O OIUIAaTE TPYIa

Sale and leaseback transaction IIponaxa c oOpaTHO apeH101 (JIM3UHIOM)

Sale of merchandise on credit ITpomaxa ToBapoB B KpeauT

Sales Ilponaxu

Sales discounts Ckuaku mpu npojaxe

Sales method Meton mpogax

Sales of goods and services IIpogaxa TOBapoB u yciyr

Sales returns and allowances Bo3Bpar u yiieHka npoJjaHHbIX TOBapOB

Sales revenue Bripyuka oT npoaaxxu

Sample size Pazmep BpIOOpKH

Sampling error OmmOka BEIOOPKH

Sampling risk Puck Beibopounoro merona

Sampling unit DeMeHT BEIOOPKH

Schedule of an audit Pacnimcanue / rpaduk aymuTopckoit mpoBepKH

Scope limitation Orpannuenue oobema

Scope of an audit O6veMm aynura

Second request [ToBTOpHBII 3ampoc

Section Cekuus

Securities held for resale Llennsie Oymaru ajis nmepenpoiaxu

Segment assets AKTUBBI CErMEHTa

Segment expense Pacxoapl cermenrta

Segment information Mudopmarus mo cermeHTam

Segment result Pe3yasTaT cermenTa

Segment revenue Bripyuka cermenTa

Selling costs 3atpaTsl 1o cOBITY (TIpOIaKE)

Selling expenses Kommepueckue pacxo/ibl (pacxo/ibl 1Mo MPoIaxKe)

Service (risk) contract (agreement) Kontpakr (cornamienue) Ha npeoCTaBICHUE YCIYT
(C pUCKOM) UJTH CEPBUC_ KOHTPAKT

Service assets BcrmomorarenbHbIe aKTUBBI

Service revenue Beipyuka oT peanqu3amnuu yciyr

Set off 3auer

Settle net OcyrecTBUTH 3a4eT BCTPEUHBIX TPEOOBAHUI

Settlement YperynupoBanue, noraiieHue

Settlement of employee benefit obligations PacueT o 06si3aTenbcTBaM MEHCHOHHOTO TIIaHA
Settlement date /lata pacueToB

Settlement value CToumocTs norameHus

Severance tax Hasor Ha 100bIThIE MOJIE3HBIE UCKOTIAEMbIE

Severity risk Puck pazmepa cTpaxoBOro BO3MeleHHs
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Share capital AKIIMOHEpPHBII KaUTa

Share premium OMUCCHOHHBIN A0XO, IPEMHsI Ha aAKIIHIO

Shareholders' equity (interests) CoOGcTBeHHbBIN KamuTal

Shares outstanding Akuuu B oOpamieHum

Sharing arrangement (pooling of capital) /loroBop o pa3zesne (ClusHUE KaruTasa)
Short seller I[Tponasen 1eHHBIX OyMar, UTPAOLIHNIA HA TOHIKEHHUE
Short_term employee benefit Kparkocpounoe Bo3HarpaxkaeHIue pabOTHUKAM
Significance 3HaunMOCTb

Significant influence 3HaunTeNnpPHOE BIUSHUE

Single premium contract J[oroBop ¢ eJMHOBPEMEHHOH YIIATOH CTPAXOBOW MPEMHUH
Small entity Manoe npennpusitie

Solvency IlinatexecnocoOHOCTh

Special purpose auditor's report OT4er ayauTopa Mo CHeHAIEHOMY 3aaHII0
Specific identification method CrniennansHblit HASHTHHUKAITMOHHBIA METO/T
Standard cost HopmaTuBHast ceGecTOUMOCTb, 3aTpaThl

Standard measure of oil and gas reserves HopmaTuBHas orieHka 3anacoB He()TH U Ta3a
State (employee benefit) plan 'ocynapcTBeHHbIN (IEHCHOHHBIN) TITIAH
Statement of cash flows OTueT 0 1BUXKEHUU IEHEKHBIX CPE/ICTB

Statistical sampling Ctatuctudeckasi BHIOOpKa

Stock Llennas Oymara

Stock count luBenTapu3zanus

Stockholder owned insurer AKimoHepHas cTpaxoBasi KOMITAHUS
Straight_line (depreciation) method JIuneiinsiit MmeTos (aMoOpTH3aINK)
Stratification CtpaTudukanus

Subrogation CyOporarusi, nepexoj K CTpaXxOBIUIUKY IIPaB CTpaxoBa

TeJIsl Ha BO3MEIICHHE yiepoa

Subsequent event [Tociemyromiee coopiTHE

Subsidiary JlouepHsist KoMmaHus

Substance over form [Ipuopurer coaepxanus Hax Gopmoit

Substantiated [ToaTrBep>kKaeHHBIN T0Ka3aTEIHCTBAMU

Substantive procedure IIporieaypa mpoBepku Mo CymecTBy

Successful efforts accounting Yuer mo ce6ecTOMMOCTH yCIIENTHBIX padboT (MeTo 1 yueTa
Pe3yIbTaTUBHBIX 3aTPAT,«IIPOTYKTUBHBIX CKBAKHHY)

Sufficiency /loctaTouHocTh

Summarized financial statements O600meHHas pruHAHCOBasK OTYETHOCTH
Sum of the year digits (depreciation) method MeTton amopTH3anuu 1Mo CyMMe 4ucia JieT
Cpoka

MOJIE3HOTO UCTIOIb30BaHUS

Supervision HemocpencTBeHHBIN KOHTPOJIb

Supplier [TocTaBuink

Supplies Marepuarnsi

Supreme audit institution Beiciuii opran ayaura

Surplus U36bITOK, TPOMUIUT

Surviving annuitant J[o>kxuBIIMI OTy4aTeslb aHHYUTETa (AHHYUTEHT)
Suspence sale Caenka ¢ 0TJIIOKEHHOM MPOaaKeH

Synthetic financial instrument CunTeTn4deckuii GPMHAHCOBBIN UHCTPYMEHT

—

Take or pay contract JloroBop, 00s3bIBatoIuil MOKynaTessi IPUHATH TOBAp
WJIH BBITIJIATUTH HEYCTOUKY

Tax allocation Pacnipenenenue Hanoros

Tax base of asset or liability Hanorosas 6a3a akTuBa min 00s13aTeIbCTBa
Tax expense Pacxoasl o Hajory
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Tax liability O6s3arenscTBa Mo Hajoram

Tax loss Haorossrii yobITOK

Tax loss carryback Ilepenoc HaoroBoro yobITKa Ha IPOILJIBIN TEPHO
Tax loss carryforward Hamorosslii yObITOK, IepeHECEHHBIN Ha OyayIIue me
PHOIBI

Tax on income Hanor Ha npuObLib

Taxable profit Hanoroo6naraemast npuObLIb

Taxable temporary difference Hamoroo6maraemasi BpeMeHHast pa3HULA
Taxes payable 3a10KEeHHOCTD TIO HAJIOTaM

Temporal method Bpemennoit meton

Temporary / timing difference Bpemennast pazuuia

Temporary investments KpatkocpodHsie HHBECTUIHH

Term life insurance CtpaxoBaHue >KU3HU HA CPOK

Termination benefit Berxoubeie mocooust

Test count KonTposHbIN ogcyer

Tests of control TecTsl KOHTpOIS

Time period assumption /{onymienne nepuoIM4HOCTH

Timeliness CBO€BpeMEHHOCTh

Title insurance TutynbHOE cTpaxoBaHUe

Title to assets [IpaBo cOOCTBEHHOCTH Ha aKTHUBBI

Tolerable error Jlomyctumas ommodka

Tolerable misstatement lomyctumoe rckaxeHnue

Total operating expenses O011ast BeTMUMHA OTIEPAIIMOHHBIX PACX0JI0B
Trade date /laTa 3aKar0UeHHS CACITKH

Trade liability 3agomkeHHOCTH Iepe/] MOCTABIIMKAMA U TTOAPSTINKAMH
Trade receivable 3ag0mKeHHOCTH TIOKYTIaTEIEH U 3aKa3YUKOB

Trading securities Toprossie 1IcHHBIE OymMaru

Transaction Chenka

Transaction costs 3aTpaTsl 10 cAEIKe

Transaction based accounting [ToonepanrioHHBIN y4eT/ydeT Ha OCHOBE C/IEIIOK
Transitional liability (defined benefit plan) [1epexoaubie 00s3aTenbeTBa (10 TEHCHOHHOMY
TUTaHy

Ha OCHOBE TPYIOBOTO yJ4aCTHSI)

Treasury stock CoOCTBEHHBIE BBIKYIIJIEHHBIE aKIIUK (JI0JIN)

Trend analysis Ananu3 TeHaeHIUN

Trial balance ITpoOHbI# (IpoBEepOUHBII) OanaHC

True and fair view / fair presentation JloctoBepHoe 1 00BEKTUBHOE MPEACTABICHUE
Trust activities Onepanuu JOBEPUTEITHHOTO YIIPABICHUS

Trustee JloBepuTenbHbIN yIpaBIsIOLIUNA

Turnover O6opor

U

Uncertainty HeonpeneneHHOCTh

Underlift (undertake) Henoctarounas no0srua (Hemo6op)

Underlying OcHoBooOpa3yromuii

Understandability ITonsTHOCTB

Underwriter Auneppaiitrep

Undeveloped reserves HeocBoeHHbIe 3amachl

Undivided interest Henenumoe noneBoe ydactue

Unearned finance income He3apaboTanublil prHaHCOBBIN 10X01
Unearned premium He3zapaboTtannast nmpemus (PHIT — pe3eps Hezapabo
TaHHOH MpPEeMHH)

Unearned rent ApeHHas 1ara, moJiydeHHasi aBaHCOM
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Unearned revenue He3apaboTanHble JOXObI (I0XObI OYyIIHX EPHUOJIOB)
Unevaluated preproduction costs HeorieHeHHbIE MPeIPKCILTYaTAIIHOHHBIE 3aTPATHI
Unexpired premium IIpeMus 3a HEUCTEKIITNI IEPHO]] CTPAXOBAHUS
Unexpired risk Hencrexmmii prck

Unfunded benefit plan HeonaupoBanHbIii IeHCHOHHBIH IJ1aH
Unguaranteed residual value HerapantupoBanHasi TMKBUIAIMOHHAS CTOMMOCTh
Unit Equanna (mpoayKimm)

Unit cost CebecTOMMOCTb €IMHUIIBI TIPOTYKIIUN

Unit of account Equamia yuera

Uniting of interests O0beMHEHNE HHTEPECOB

Unitisation LlenTpanu3oBanHas SKCIuTyaTaus (MeCTOPOKIACHUS)

Unit_of production method Crincanue cTOMMOCTH MPOMOPIHOHATIEHO 00BEMY
MIPOU3BO/ICTBA MPOTYKIINU

Units and goods available O61iee ko11uecTBO TOBapOB

Units of activity O6beM npoayKIuu

Units_of activity method Merton circanus nponopuuoHajlIbHO 00beMY NPOAYKLIUN
513

I'moccapuii GuHAHCOBBIX TEPMHUHOB U BBIPAXKECHUM

Universal life contract JloroBop yHuBepcalbHOTO CTPaXOBaHUs KU3HU
Unproved reserves Hemokasanubie 3amachl

Unqualified opinion be3yciioBHO M010XUTENTbHOE MHEHUE

Useful life Cpok mosie3HOT0 UCIOIb30BaHMS

\Y

Valuation Ouenka

Value at risk CToumMocTh, moABEpKEHHAS! PUCKY

Value in use LleHHOCTh OT HCIIOJIB30BAHUS

Value in use concept Konneniuys ieHHOCTH OT UCITOIb30BAHUS

Variable contract /foroBop cTpaxoBaHus ¢ IEPEMEHHONU CyMMO

Variable costs [lepemennbie 3aTpaThl

Variable production overheads [TepemeHHbIe TPOU3BOACTBEHHBIC HAKIIAIHBIE PACXOIbI
Variable sampling 3mensemas Be160pKa

Variance BennunHa OTKJIOHEHUS

Venturer YuacTHUK (COBMECTHOM JCSATEIBHOCTH)

Verification [ToarBepsxnenue

Vested employee benefit ['apanTupoBanHas neHcus

Voucher Bay4ep; nmoarsep:kaaromui JOKyMeHT

W

Wages payable 3a10/keHHOCTS 110 OILIaTe TPyAa

Walk_through test CkBo3nas npoBepka

Warrant Bappant

Warranty expense Pacxo/ipl 0 rapaHTUHHOMY OOCITY>)KUBaHUIO

Wasting natural resources VctomumMeie mpupoaHbIe Pecypehl

Weighted average cost CpeHeB3BellleHHas CTOUMOCTb

Weighted average cost method MeTon cpeHeB3BeIEHHOW CTOMMOCTH
Weighted average number of ordinary shares outstanding during the period
CpeHeB3BEIIEHHOE KOJIMYECTBO OOBIKHOBEHHBIX aKIIMH

B 00paleHNH 3a IePUOT

Whole _life contracts JIoroBopsI M0KU3HEHHOTO CTPAXOBaHHS

Work in progress He3zaBepiienHoe mpou3BOJCTBO

Working capital O6opoTHbIe cpeacTBa

Working papers Pabouune 10KkyMeHTHI

Workovers KanutanbHblif peMOHT (CKBaKHH)
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Write_down on an item by item basis [TooObekTHas yiieHKa, MOOOBEKTHOE CITUCAHUE
Write off Cnucanue

Write up IloBblienne crouMocTu

Y

Yearly term reinsurance IlepectpaxoBaHue Ha rOIUYHBIA CPOK

4

Zero balance model (cost recovery basis) Moens HyeBoro ocrarka ( Ha OCHOBE TIOKPBITHS
3arpar)

Zero_budget model bromxeTupoBanue ¢ Hyis (MOJIENb OFOKETUPOBAHUS,

IIpY KOTOPOM KaXKJbIi IO/l pelIaeTcsi BOIIPOC

MPOJIOJDKATH WM HET (PUHAHCUPOBAHUE TOTO HIIH

WHOTO MPOCKTA)
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