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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
2. Owners are holders of instruments classified as equity
Financial statements, Purpose of financial statements
4. General features Fair presentation and compliance with IFRSs

W

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:

(a) 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 users, 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:

(a) 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 TAS
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) labilities;

(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

(f) 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,
income 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. 1AS 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 (1));

(e) investments accounted for using the equity method;

(f) biological assets;

(g) inventories;

(h) trade and other receivables;

(1) 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;

(1) provisions;

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

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

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

(r) 1ssued 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:
(a) 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 IAS 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:

(a) 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:

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

(1) a description of what it manages as capital;

(i1)) 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

(111) 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
Tashkent

~=
. IAS1 Pres\

®O0Onozuka, 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.

‘IAS 1 sets out:
-overall requirements for the presentation of financial statementg:
-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 repartaxtheir 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.

®0nozuka, 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.”

®Onozuka, 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 Components

|STa‘remenT of Financial Position | — |Assefs, Liabilities & Owners Equity. |
|STa‘remenT of Comprehensive Income | — |Income (Revenue + Gain) + Other Comprehensive Incomme |
|STa‘remenT 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 | E— |Significan’r 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. 7
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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'l 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 recoghized 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. December 5

®Onozuka, T.

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.
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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.

[ 1]

®Onozuka, T. 12

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:

Assefts:

~-(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;

-(g9) 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 No
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.

®QOnozuka, T.

IAS1 Presentation of Financial Statements

16

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 fo:
~-(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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TIAS1 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
Business

Operating AxLets & Liabilities
InvesTing Assets & Liabilities

F mrmr'lnq'

Financing Assets

Financing Liabilities

Income Taxes

Equity

®0nozuka, T.

Statement of Comprehansive Lncome

Business
Operating Tncome & Expenaes

Investing Income & Expenses

F mrmr-lnq'
Financing Azset Tnoome
Financing Liability Expense

Income Taxes

On continuing operations
{business & financing)
[rigcontinued operalions
FeT of Tax

Cther c.‘-.-rimpr-czlmn.—uN'cz Income |
Met of toax

Statement of Cash flows
Business

Operating Cash Flows
Investing Cash Flows
Financing |

Financing Asset Cazh Flows

Financing Liability Cash Flows

Income Toaxes

Equity

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.
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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:

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

(b) financial instruments (see [AS 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 IAS 41 Agriculture).

This Standard does not apply to the measurement of inventories held by:
(a) 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:

23



Inventories are assets:

(a) 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 1s 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

24



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
i1s 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
1s 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 IAS
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 1ssued in October 2010.

40C TFRS 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 IAS 41 Agriculture)..

®0Onozuka, T.

30



IAS 2 Inventory

Definition of Key Terms:

*Net Realizable Value

- The estimated selling price in the normal course of business less
estimated cost o 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:

- Neft realizable value is an entity-specific value; Fair value is not. Net
realizable value for inventories may not equal fair value less costs to
sell.

®0nozuka, 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

®0nozuka, 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

- Import 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 TAS 2 to be included in cost of inventory.

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

®0nozuka, T.

IAS 2 Inventory

Cost Formula for Inventory Valuation

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

Note

-Last-in Last-out (LIFO) 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
S=Mlawv S=Mlaw
150 = @%$0.80 150 x @%$0.80
$120 $120
20-Meov Z20-Meowv
100 x @%1.00 100 x @%$1.00
$100 $100
B-Dec 5-Dec
120 x @%1.50 120 x @%$1.50
$180 $180
Teotal inventery value COGS Ending inventory
$400 $120 $280

®0nozuka, T.

IAS 2 Inventory

Practice -Moving Average

Weighted Average Income Statement

B-ow
150 = @%$0.80 150 = @2%1.08

$£120 $i62
20-Mowv

Balance Sheet

100 = @%1.00
$100

S-Dec
120 = @%1.50
$180

Total inventory value OG5
$400 $1s2

Avnr'ugz inventory unit

$1.08/ pencil

($400/370=$1.08/unit)

®0nozuka, T.

220 x @1.08
$238

Ending invzn‘i‘ur‘y

$238
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IAS 2 Inventory

Practice - LIFO (prohibited under IFRS)

LIFO Inceme Statement Balance Sheet
B-Mlav B=Mav
150 <= @%$0.80 150 = @$0.80
$120 $120
20-MNov 20-Mov
100 x @%$1.00 70 = @%$1.00=%70
$100 30 x @%1.00 = 30|
5-Dee 5-Dec
120 = @%1.50 120 x @%$1.50
$180 $180

Total inventary value
$400

COGS
$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.

®0nozuka, T. 1 2

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

FLFOQ Incomeg Stotement Bolonce Sheet Eglance Shegt Income Statement
B-plav B-Maw MRV = $1.50 - $0.30 = §1.20
150 = ©$0.80 150 = @40 80
$120 $120
20-Reav 20=Pew Me write-dewn
100 « @51.00 100 » @§1.00 $100« £1.20
£100 £100 $100
Wirite-down
5-Dec B-Dee 150 $120
120 « @$150 120 « ®@$150 120 x @120
$180 $180 $144
Enqﬂl:ng imsgntory
Total inventory value COsS5 Ending inventary after remeasurement Inventary loss
£400 $120 $280 5244 $3s
®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 to 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?

sl
@@

®0nozuka, T. 15
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IAS 2 Inventory

Subsequent Measurement of Inventory

Balance Sheet Income Statement Balarce Sheet Balance Sheet Income Stotement

MRV = $2.00 - $0.30 = $1.70

20=Mav 20=May Mo write-down
100 » E51.00 100 « @51.00 $1.00« %170
3 ale] $i00 $100
5-Dec S-Drec
B-Dee B« $1L.20 = 60 $188 « $1.70
120 « ©8$1.20 70 x B51.20 50 x $150= 75 |reversal of inv, wid |
£144 84
(Original @51.50)
Ending imsentary Reversal of inventory
Tatal inventary value LO&S Ending inventery after remeasurement  writedown
$244 $84 $160 4178 415
=
®0nozuka, 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 5 $30 $8 $1
BB32 $10 7 $70 $12 $4
Total 12 $100
®0nozuka, T. 18
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IAS 2 Inventory - appendix

Subsequent Measurement of Inventory

Exercise 1
MEMOD:

Product  Original  Quantity  Inwemtory  Espected  Estimoted et Realizable

Cost e 12/30/12  SellingPrice CosttoSell Ve
AL05 & 5 $30 4B 3] §7 no oction needed.
BE32 $10 7 $70 &1z 44 £8  write-dwon needed
Total 12 $100 | Compare ond choose the lower cost
Preduct Origimal ~ Quantity  Inventory

Cost as 12134712
A105 ¢ 5 §30
BE3Z §8 7 £58 Br. Loss on Inventory Writedown §14

Cr. Inventory { or valuahion account) L5

Tokel 1 §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.
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IAS 2 Inventory - appendix

Subsequent Measurement of Inventory

‘Exercise 2
MEMO:
Product Original Quantity  Inventory Expected  Estimated Met Realizable
Cost ee 3/31/13  Selling Price Cost to Sell Vialue
BR32 $10 3 §30 18 54 $12\
Carrying am't &8 3 £24 Compare & choose the lower cost.
Reversal of writedown $8 br. Invertory ( or valuation account) e

Cr. Reversal of writedown g8

(IFRS PRIMER international GAAP Basics/Irene & Nicola)

®0nozuka, 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 IAS 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
purposes.

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:

(a) 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

44



An entity shall report cash flows from operating activities using either:
(a) 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:

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

(1) other non-cash items; and

(i11) 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:

(a) 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:

(a) 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 IAS 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.
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IAS 7 Statement of Cash Flows

Cash & Cash Equivalent:

*Cash equivalent includes:

- Bank overdraft
- Near-term investment held for /ess 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

®0Onozuka, T.

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 fo employees

Income taxes paid

Net cash from operating activit

®0nozuka, T.

$95

$12

Indirect Method

Profit reported $9

Adjustments:
Depreciation 10
Increase in account receivable -12
Increase in account payable 5
Net cash from operating activities $12
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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

®0nozuka, 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

Binnce Sheet oz of Sy, 30 2012

(4}
Aggety
Cazh
Eguiprent
Tetal Asmete
Liabilities/ OE
ASE F“ut.-uhlr.
Bebt
Faid in capétal
Beetalned sarnirge
Tetal liasdities + O

®Onozuka, T.
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G 1000 1000
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Financing Actieiy
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IAS 7 Statement of Cash Flows

(%)

aw Ston g&uri for the meerth of &

Direct Fagmet
LCach Flow from J-:"g dctivhes:

Cash from sales |

500

Met Cack from Ope 800

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.

[y

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.
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.
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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.

®0nozuka, T. 11
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IAS 7 Statement of Cash Flows
Specific Items:

*Non-cash Transactions

- Investing 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)

®0Onozuka, T. 12

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:

(a) 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
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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, 1AS 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:
(1) the consideration transferred measured in accordance with IFRS 3, which
generally requires acquisition-date fair value;
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(i1) the amount of any non-controlling interest in the acquiree recognised in
accordance with IFRS 3; and

(i11) 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 IAS 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 IAS 21 The Effects of Changes in Foreign Exchange Rates). 1f 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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(a) 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:

(1) the same taxable entity; or

(i1) 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).

®0Onozuka, T.
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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

®0nozuka, 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 fax 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
L
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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 liguidated now, what is the taxable value for
this machine for tax purposes?

« The tax base of the machine is 70.

®0nozuka, T.

TIAS 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 liguidated 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 liguidated now, what is the deductible value for
this trade receivables for tax purposes?

*As it was alreadly 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.

®0nozuka, 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 liguidated 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.

®0Onozuka, 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 liguidated 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 liguidated 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.
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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 liguidated 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.

®0nozuka, 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.

|

DIFFERENT

|

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

®0nozuka, 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

@ vt T v @

®0nozuka, T.

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

®0nozuka, T.
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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 OTL or DTA™
Assets > Assets => DTL
Assets < Assets => bDTA
Assets = Assets => MNo entries

Liabilities > Liabilities => bTA

Liabilities < Liabilities => LTL

Liabilities = Liabilities = Mo entfries
= DTL = Deferred Tax Liabilities

DTA= 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 0 (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.

®0Onozuka, 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 59555

-

: ﬁ?}?“
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

®0nozuka, 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.

®0Onozuka, 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

TIAS 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. 2 1
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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

® ka, T.
Onozuka, 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 temporary 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:

1. Objective, Definitions

2. Initial costs

3. Measurement at recognition

4. Depreciation

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 TAS 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 1s 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:

(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.

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 [AS 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 IAS 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 TAS 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:

(a) 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 IAS 17.

The carrying amount of an item of property, plant and equipment may be
reduced by government grants in accordance with TAS 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

84



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
i1s 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:

(a) 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 IAS 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:
(a) 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 1s 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 [AS 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 IAS
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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:

(1) additions;

(i1) 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;

(i11) acquisitions through business combinations;

(iv) increases or decreases resulting from revaluations

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

(vii) depreciation;

(viil) 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 IAS 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 IAS 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.

®0Onozuka, T.
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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.

®0Onozuka, 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 no 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?

®0nozuka, 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
asseft.

*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.

®0Onozuka, 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 infroducing 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 Initial delivery & handling costs US$200,000
3 Cost of site preparation USs$600,000
4 Consultants used for advice on the acquisition of the plant Us$700,000
5 Interest charges paid to supplier of plant for deferred credit USs$200,000
6 Estimated dismantling costs to 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 TAS16?2?

®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.

®0nozuka, 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.

®0nozuka, 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 recoghized 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.

10
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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 no 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

®0nozuka, 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

®Onozuka, 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
oOnazuka, . 14
IAS 16 Property, Plant & Equipment
Example
ool | O | [—
LOCT §{o)K!
. LOSS $(T)K
ook | (o) | Sook | o | ook | $uk | gemk | f(wk) | $72 | sk | $e3k
$100K/10 $99K-50K §90K/9 §88K-T2K §72K/3
Depreciation Revahurtion Depreciatioe Revaluat jon Depreciatisn
Baie [rexisad Loss {revised)
§100K §90K §99K $88K §72K §63K
1-Jan-09 31-Dec-09 1-Jan-10 31-Dec-10 1-Tan-11 31-Dec-11
®0nozuka, 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

®0nozuka, T.

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 asseft is
disposed.

®0nozuka, T.
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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:

- TInitial 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

®0Onozuka, T.

18

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. OCT - 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:

(a) 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 1s 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:

(1) the lessee;

(1) a party related to the lessee; or

(i11) 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 1s 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 [FRS 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 TAS 16 Property, Plant and Equipment and 1AS 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 1s, 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:

(a) 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:

(1) not later than one year;

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

(111) 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:
(1) the basis on which contingent rent payable is determined;
(i1) the existence and terms of renewal or purchase options and escalation
clauses; and
(i11) 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:
(1) not later than one year;
(i1) later than one year and not later than five years;
(111) 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:
(1) the basis on which contingent rent payable is determined;
(i1) the existence and terms of renewal or purchase options and escalation
clauses; and
(i11) restrictions imposed by lease arrangements, such as those concerning
dividends, additional debt and further leasing.
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IAS 17: Leases

Background:

*This standards prescribes the accounting freatment 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 meft, 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 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

®0Onozuka, 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

br. 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 mensurement
Af the end of Y1

D Deprecigtion Expense
Cr. Accusuated Depreciotion

Dr. Lense Lickility
Tinferest Experse
Cr. Cash
At the end of Y2

U Depreciation Expense
(. Acoumuated Depreciation
Dr. Lease Lichility
Iinferest Experse
Cr. Cosh
At the end of ¥3

Ur. Depreciation Expense
{r. Acoumied Depreciation
br. Lease Lichiliry
Linterest Experse
Cr. Cash
At the end of Y4

Dr. Depreciation Expense
Cr. Acoumutazed Depreciation
Dr. Lease Linbility
Iinferest Experse
Cr.Cosh
Af the end of Y5

D Depreciation Expense
{r. Accuseated Degreciation
Or. Lense Linbility
Timerest Experse
Cr. Cash

®0nozuka, T.

3033
4967

5,065

5 464
253

6063

6,010
1990

6,065

4411
1,369

6,065

7274
72

8,065

8065

8,000

6065

6,065

8000

Beginning |Ending
Bolonce |Int. 0% [Cosh  [Balonce
vio | 303 | 3033
¥2 B38| 25%
¥3 19895 | 1990
v | 13885| 1389 ] (soon)| 7274
i | 7274 6| (goo0)| o
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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 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 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".

®0nozuka, T. 7

IAS 17: Leases

Example for Lessor's Accounting under Finance Lease

Initial Measurement

Lease Receivable = $30,326 *
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 Y1

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. 8
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IAS 17: Leases

Example for Lessor's Accounting under Finance Lease

Subsequent measurement
At the end of Y1
br. Cash 8,000 Beginring|
Cr. Inferest Income 3033 ' Balonce | It 107%
Lense Recenvehle 4967 ¥i 036 | 3033
At the end of ¥2 Ve SR | 2534
[or. Cash 8000 Y3 19895 | 13%0
(Cr. Interest Income #5530 Wa 13885 | 1389
Lense Recenchle R Y& T2 | Té#h
At the end of ¥3
[, Cash 8000
(Cr. Tnterest Income 1380
Lense Recenveble 6,010
At the end of ¥4
Dor. Cash 8.000
Cr. Interest Income 1353
Lense Recevehle o511
At the end of ¥5
Dr. Cash 8000
Cr. Inferest Income T26
Lense Receneble T 274

®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 5 year lease of a delivery van with
TMI leasing Co., Itd. At the end of Y5, JIKA returns the van to 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

This lease should be accounted for as "Operating Lease”.

®0nozuka, T.
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IAS 17: Leases

Example for Lessee's Accounting under Operating Lease

At the end of ¥1
Dr. Lease Expense 11,000
Cr. Lease Payable 11,000

At the end of Y2
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

®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 5 year lease of a delivery van with
TMI leasing Co., Itd. At the end of Y5, JIKA returns the van to 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".

®0nozuka, T.
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IAS 17: Leases

Example for Lessor's Accounting

At the end of ¥1
Dr. Cash
Cr. Lease Income
Dr. Depreciation Expense
Cr. Accumulated Depreciation
AT the end of ¥2
Dr. Cash
Cr. Lease Income
Dr. Depreciation Expense
Cr. Accumulated Depreciation
At the end of ¥3
Dr. Cash
Cr. Lease Income
Dr. Depreciation Expense
Cr. Accumulated Depreciation
AT Tthe end of ¥4
Dr. Cash
Cr. Lease Income
Dr. Depreciation Expense
Cr. Accumulated Depreciation
At the end of ¥5
Dr. Cash
Cr. Lease Income
Dr. 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?

®0Onozuka, T.
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Revenue (International Accounting Standard 18)
Plan:
1 .Objective, Definitions
2. Identification of the transaction
3. Measurement of revenue

Objective- Income is defined in the Framework for the Preparation and
Presentation of Financial Statements1 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 IASC’s Framework for the Preparation and Presentation of Financial
Statements was adopted by the TASB in 2001. In September 2010 the [ASB
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

(¢) 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 [AS 41 Agriculture);

(g) initial recognition of agricultural produce (see IAS 41); and

(h) the extraction of mineral ores.

Definitions

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

Revenue 1s 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
1s 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:

(a) the entity has transferred to the buyer the significant risks and rewards of
ownership of the goods;
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(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:

(a) 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
1s 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
1s 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
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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 1s 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:

(1) the sale of goods;

(11) the rendering of services;

(111) 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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IAS 18 Revenue Recognition

Objectives & Scope:

The objective of this Standard is to prescribe the accounting
treatment 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 TAS 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.

®0Onozuka, 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 time, 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.

®0nozuka, 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
fransaction 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.

®0nozuka, 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 2nd Edition)

®0nozuka, T.
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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"d 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

®0nozuka, T.
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IAS 18 Revenue Recognition

Identification of the Transactions

Interest, Royalties & Dividends

- Interest is recoghized 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.

®Onozuka, 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%

Dr. Cr.

Y0 Loan Receivable 789

Loss on the loan 211
Cash 1000

Y1 Cash 100
Interest income 158

Loan receivable 58

Ye Cash 100
Interest income 170

Loan receivable 70

Y3 Cash 100
Interest income 183

Loan receivable 83

Y3 Cash 1000
Loan Receivable 1000

®0nozuka, T.

Interest = 10%

Dr. Cr.

1000
1000

100
100

100
100

100
100

1000
1000

10

1



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) 1n 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 1s 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 1s 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:
(1) 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
(i1) 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:
(a) 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
of a [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 1AS 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:

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

(b) net exchange differences recognised in other comprehensive income and
accumulated in a separate component of equity, and a reconciliation of the
amount of such exchange differences at the beginning and end of the period.

When the presentation currency is different from the functional currency,
that fact shall be stated, together with disclosure of the functional currency and
the reason for using a different presentation currency.

When there is a change in the functional currency of either the reporting
entity or a significant foreign operation, that fact and the reason for the change
in functional currency shall be disclosed.

When an entity 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:

(a) clearly identify the information as supplementary information to distinguish
it from the information that complies with I[FRSs;

(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 translate financial statements into a presentation currency.
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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 JIKA
Uzbekiston Jopsn
Remexarement
Revahurtion .
YEM YEM
Subesiciory' s Consolidated

Firincinl Firncin
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 o present the
financial statements.

ﬁ\
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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.

- 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.

®0nozuka, 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

__Cusfomers
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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?

i
1 TP

I

L

sefls dhesel engires
[ us H Cummerer Jopan

]
n
1 sell diesed engines
]
] =

i

i

¥

]

| ]
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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.

L
=
®0Onozuka, T. 8

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 OCI.

|

el_haf

®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.

®0Onozuka, 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.

®Onozuka, 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 Fimctional Presentation
(1s4) Iy)
us$ — USE ey TPV
Bro — USE —  JPY
Revahiation Remean rement

®0nozuka, 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.

®0nozuka, T. 13
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IAS 21 Effect of Changes in Foreign Exchange Rates

®0nozuka, T.

|AsseTs and Liabilities | — |Fx Rate at the date of reporfing |

|Reuenues & Expenses | — |Fx Rate at the date of transactions |

|CapiTaI Transactions | — |Fx Rate at the date of transactions |

l

| 6ains & Losses are booked fo Other Comprehensive Income |

l

| If the enfity is disposed of , then they will be booked fo 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)
1s 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 1AS 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 1s 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) A person or a close member of that person’s family is related to a reporting
entity if that person:

(1) has control or joint control of the reporting entity;

(1) has significant influence over the reporting entity; or

(i11) 1s 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:

(1) 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).
(11) 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).
(111) 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)(1) 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 1AS 28 Investments in
Associates and Joint

Ventures and are used in this Standard with the meanings specified in
those IFRS:s.

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:

(a) 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.
(1) providers of finance,

(i1) trade unions,

(111) 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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(1) their terms and conditions, including whether they are secured, and the nature
of the consideration to be provided in settlement; and
(1) 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 to 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.

IAS 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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TAS 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 to Nokia by any director,
executive officer or 5% shareholder.

®0nozuka, T. 5
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IAS 24 Related Party Transactions

Disclosures - Examples
e 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............

®Onozuka, T.

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.............

®0nozuka, T.

152



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 [AS 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 TAS 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
IFRS:s.

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 IAS 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;
(1) 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;
(1) 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):
(1) 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.
(i1) 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.
(ii1) 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.
(1) 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 IAS 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 IAS 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 IAS 1
(revised 2007) for an earlier period, the amendments shall be applied for that
earlier period.
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International Financial Reporting Standards
Tashkent

. IAS34 In'l"
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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 to 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. a condensed statement of changes in equity:
d. a condensed statement of cash flows; and
e. selected explanatory notes.

®0Onozuka, T.

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
intferim dates as compared with its annual financial statements.

(C
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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. 35

®0Onozuka, T.

IAS 34 Interim Financial Statements

* Periods for which interim financial statements are required to
be presented:

Example:

|Fizcal vear: January 1 to December 21 Curreant Interim Period: Sept. 30, 2012

urrent t'.'munm'nhvﬂ

Statement of Financial Position

Sapt. 20, 2012 Ceet. 21, 2011
Statement of Comprehensive Income

July - Sept, 2012 TJuly - Sept, 2011

Tan. - Sept, 2012 Tan. - Sept, 2011

Statement of Changes in Equity & Statement of Cash Flows

TJuly - Sept, 2012 TJuly - Sept, 2011

®0Onozuka, 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.

®0Onozuka, 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%

* QL1 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.

162



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

- Anentity 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.

Aa
»>

it

IAS 34 Interim Financial Statements
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Disclosure of compliance with IFRSs

- If anentity'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?

RE.S
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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.

®Onozuka, 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;

-recoghition 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. Identifiability
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 1s the systematic allocation of the depreciable amount of an
intangible asset over its useful life.

An asset 1s a resource:

(a) 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 1s 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 1s 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) 1s 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
1s 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) 1s 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) 1dentifying 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 IAS 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 IAS 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) 1dentified 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 itute

®O0Onozuka, 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.

®Onozuka, 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.

DaG

c:‘aldas

®0nozuka, T.

IAS 38: Intangible Assets

Internally Generated Intangible Assets

‘Research & Development Costs

- Any expenditures on RESEARCH activities are EXPENSED as
incurred.

- TItis not certain that they will generate probable economic
benefit.

- Examples includes

+ Search for new materials, devices, products, processes,
systems or services, design,,,,,

®0nozuka, 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 $1IM in its book. JIKA can capitalize this 1M as intangible
assets.

e

®0Onozuka, T. 8

IAS 37: Provisions, Contingent Liabilities & Assets

Summary:
RECOSNITION OF INTANSIRLE ASSETS
IDTERNALY GRERATD | ——— > DEVELOPMENT (0STS"
EOODWILLAESEARH Q03T ARE MOT INTANGIEE ASSETS
INTANSTELE ASSETS
|SEPARATE ACQUISTTION | REGULAR PURCHASES
" [Acume |
- [BUSTNESS COMBINATION | —— TOENTIFIABLE INTANGIBLES

®0nozuka, T.
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IAS 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 moveL <
= |INDEFINITE USEFUL LTFE | NG AMORTIZATION
INTANGIBLE ASSETS
- |FINITE USEFUL LTFE | — AmoRTIZATION
* [RevALuATIONMODEL |
| INDEFINITE USEFUL LIFE | NG AMORTIZATION
®0nozuka, T. 10
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Investment Property (International Accounting Standard 40)

PIAN:
1. Objective
2. Recognition
3. Inability to measure fair value reliably
4. Disclosure, Fair value model and cost model

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 IAS 17
Leases, including:

(a) classification of leases as finance leases or operating leases;
(b) recognition of lease income from investment property (see also IAS 18
Revenue);
(c) 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 IAS 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 1s the amount at which an asset is recognised in the statement
of financial position.
Cost 1s 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,
cg
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:

(a) 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:

(a) 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:

(a) 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:

(1) rental income from investment property;
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(i1) direct operating expenses (including repairs and maintenance) arising from
investment property that generated rental income during the period; and

(i11) 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 itute

®O0Onozuka, 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

©

®0nozuka, 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.

®0nozuka, 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.

e

®0nozuka, T. 5
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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 recognized 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. 7
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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

®0nozuka, T.
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GLOSSARY (terminologies dictionary)

A

Abandonment (decommissioning, dismantlement) costs 3aTpaTsl Ha TMKBUIALMIO (3aKPHITUE)
Abnormal (gains, losses) HeoObransie o pa3mepy (mpuobLin, YOBITKH)
Absorption costing A6copOIrOHHOE 1IeH000pa30BaHNE

Acceptance sampling [Tpuemiiemast BEIOOpKa

Account Cyer

Account balance Canbo 1o c4ery (0CTaTOK MO CUETY)

Accounting byxranTepckuii yuer

Accounting and review service YCiIyru 1o y4eTy u poBepKe
Accounting base bazoBbie npaBuIa 1 METO/IBI y4eTa

Accounting concept Konnenmus 6yxraatepckoro yuera

Accounting data YueTHble TaHHBIC

Accounting estimate Byxrantepckuii pacuer (Oyx.yder) OneHOYHOE 3HAYEC
HUe (ayauT)

Accounting income Y4etHasi npuObUIb

Accounting method Metoz yuera

Accounting model Yuernas Mmozienb, OyxranTepckas MOJEb
Accounting period Y4eTHbIi epuos

Accounting policy YueTHas momuTuka

Accounting principle [Tpunimun 6yxrantepckoro yuera

Accounting procedure YuerHas npoueaypa

Accounting profit Byxrantepckas npu0ObUIb

Accounting record Byxranrepckas, ydeTHas 3aIIUCh

Accounting standard Ctangapt ydera

Accounting system Cuctema OyXraaTepckoro ydera

Accounting treatment ITopsiiok yuera

Accounts / Financial Statements ®uHaHcOBast OTYETHOCTb

Accounts payable Kpeautopckas 3a101K€HHOCTh

Accounts receivable [lebuTopckas 3a105KEHHOCTh

Accrual basis MeTton HauncneHUs

Accrual basis of accounting Yuer no MeTo/ly HAUUCJIEHUS

Accruals concept [IpuHuImn HauncIeHUs

Accrued expenses Hauucnennsle pacxo/isl

Accrued expenses payable 3a10mKeHHOCTh IO HAYUCIEHHBIM Pacxo/1aM
Accrued liability Hauncnennoe o0s3aTenbCTBO

Accrued revenue Hauncnennas BIpydka

Accumulated depreciation Hakoruiennas amopTtu3zanus

Accumulated loss HakonieHHbIH yOBITOK

Accumulated profit Hakonnennas npuObiib

Accumulating compensated absences HakaninBaemble omjiaunBaeMble OTIIYCKa
Accrued benefit valuation method MeTtoa o1ieHKH TPUYUTAIOIIIUXCS BBITO]T
Acquiree [Ipuobperennas, mpuodbperaemasi KOMIaHUS

Acquirer Komnanusi_nmoxkynareinb

Acquisition [Tpuobperenue, nokynka

Acquisition accounting Ydet npuoOpeTeHus

Acquisition costs 3aTtpaTsl Ha npuoOpeTeHue (OyXraiaTepcKkuil y4yer)
AKBHM3UIIMOHHBIE PAcX0/Ibl (PacX0/Ibl MO MPUBICUYECHUIO

cTpaxoBareneil) (OyxraaTepckuil yueT B CTpaXxOBaHUH)

Active market AKTUBHBIN PBIHOK
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Actuarial assumption AkTyapHOe JOImyIeHne

Actuarial gains and losses AkTyapHble TpUOBUTb U YOBITKH

Actuarial present value of promised retirement benefit AkryapHast JUCKOHTHpPOBaHHAs
CTOMMOCTh MPUYUTAIO

IIIXCS [IEHCUU

Actuarial valuation AkTyapHasi orieHKa

Actuarial valuation method MeTtox akTyapHO# OLIEHKH

Add value JloOaBneHHass CTOUMOCTh

Adequate control AnekBaTHBIN KOHTPOJIb

Additional consideration J[ormoaHHUTEIFHOE BO3MEIIICHUE

Additional paid_in capital JlomonHuTENBEHO OMIaue€HHAst YaCcTh aKIIMOHEPHOTO Ka_
nurTana

Adjusted trial balance CxoppekTupoBaHHBIN TPOBEPOUYHBIH / TPOOHBIH Oa

JaHC

Adjusting entry KoppekTupytoias nmpoBoaka

Adjusting event (after the balance sheet date) Koppektupyromiee coobiTre (1ocie oT4eTHOM
JIaThI)

Adjustment KoppektupoBka

Administrative expenses AIMHUHHCTPATUBHBIC PACXO/IbI

Advance ABaHCOBBIE TUIATEXH, aBaHC, ABAHCUPOBATh

Adverse opinion OTpuniaTelbHOE MHCHHE

Advisory service Koncynbrannonusie yciayru

Aggregation CymmupoBanue, 00001eHmne

Agreed upon procedures CorinacoBaHHbIE TPOLIEAYPHI

Agreed upon procedures engagement 3aaHue 10 BHIIIOTHEHUIO COTJIACOBAHHBIX MPOLIEAYP
Agricultural activity CenbCKOX03HCTBEHHAs 1€ATEIBHOCTh

Agricultural inventories 3amachl cexbCKOX03IHCTBEHHON MPOTyKIINN

AICPA (American Institute of Certified Public Accountants) UHCTUTYT AUIITOMHPOBAHHBIX
oyxranrepos CLIA

Allocation Pacnipenenenue, ciucanue, OTHECEHUE

Allowance O1ieHOYHBII pe3epB

Allowance for doubtful accounts Pe3epB 1o COMHUTENBHBIM JOJTAM

Allowance for sampling risk Pe3epB Ha nokpsITHe prcka BHIOOPKU

Allowed alternative method Pa3perienHslii anbTepHaTUBHBIN MOAX0[]

Allowed alternative treatment /lomycTuMbIi albTEpPHATUBHBIN MOPSIOK yueTa
Amortisation AMopTH3anus

Amortization method Meron HauncneHUs aMOpTU3aLUU

Amortisation period Cpok amopTH3anuu

Amortised cost of a financial asset or financial liability AMopTu3upyemast croumMocThb
(rMHAHCOBOTO aKTHBA

WM (pUHAHCOBOTO 00sI13aTENILCTBA

Amount of inventories Bennunna 3anacos

Amount of shares issued KonndecTBo BbIMyIIEHHBIX aKIHii

Amounts recognised in the balance sheet and income statement Cymmbl, IpU3HaHHbIE B
OanaHce

U OTYETE O MPUOBUIAX U yOBITKAX

Analytical procedure AnanuTnueckas npoueaypa

Annual lease costs ['o10Bast cToUMOCTb apeHAbI

Annual report ['omoBoi#t oTuer

Annuities AHHyHUTET

Anomalous error Herunosas ommoka

Application control ITpuknaanbie cpeacTBa KOHTPOISA
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Appraisal (of mineral reserves) OneHka (3amacoB MOJIC3HBIX HCKOITAEMBbIX )
Appraisal well OnienouHasi ckBa)KuHa

Appraised value OrieHo4Hast CTOMMOCTD

Appropriateness YMeCTHOCTb

Appropriation accounting YdeT myTem pacnpeaeacHus

Area of interest IlepciekTuBHAsE TEpPUTOPUS

Area of interest accounting Y4eT B pa3pe3e NepCleKTUBHBIX TEPPUTOPHI
Arm's length transaction Caenka Mex 1y HE3aBUCUMBIMHE JIPYT OT Apyra
CTOpPOHaMHU

Asking price Llena npenoxxeHus

Assertion YTBepKJIeHHE

Assess Orenka

Asset AKTuB

Asset exchanged at a loss (at a gain) AKTUB, 0OOMEHEHHBIHN C YOBITKOM (C TPHUOBLIBIO)
Assets held by a long_term employee benefit fund AxTuBsl B paciopspkennn honna
JIOJTOCPOYHBIX

BBIIIJIAT COTPYAHUKAM

Assistance [Tomorib, coneiicTBue

Assistant AccuCTeHT (ayauTopa)

Associate AccouuupoBaHHAas KOMITAHUS

Assurance YBEpeHHOCTh

Assurance engagement 3agaHue M0 HOATBEPKICHUIO TOCTOBEPHOCTH
uHpOpMaLUN

Assurance service YCIIyru 1o npeioCcTaBIeHUIO 3aKII0YESHUS

B OTHOLICHUU (PMHAHCOBOW MH(POPMALIUU

At cost ITo cebecTonmocTu, 10 NepBOHAYATIBHON CTOMMOCTH

Attendance IIpucyrctBue

Attestation Arrecranus

Attribute sampling ATpubyTrBHas BEIOOpKa

Audit Ayaur

Audit adjustment AyauTopckasi KOppeKTHPOBKA

Audit analytical review AHanuTHYeCKHEe MPOLEAYPbI IPOBEICHUS ayIuTa
Audit committee KomuteT no ayauty

Audit contract JJoroBop oka3zaHHs ayTUTOPCKUX YCITyT

Audit evidence Aynutopckoe 10Ka3aTeabCTBO

Audit firm AynuTtopckas gpupma

Audit objective Llenu ayaura

Audit plan [Tnan ayaura

Audit procedures [Iponieaypst ayaura

Audit program [Iporpamma aynura

Audit risk Aynutopckuit puck

Audit sampling Ayautopckasi BBIOOpKa

Audit team AyauTtopckasi KoMaHAa

Auditing Standards Board CoBer no ctangapram ayauTa

Auditor AyauTtop

Auditor's association [IpyuacTHOCTb ayUTOpa

Auditor's opinion AyIUTOPCKOE MHEHHE

Auditor's responsibility OTBeTCTBEHHOCTb ayAUTOpA

Authorisation Pa3pemmenue

Available for sale financial assets ®uHaHCOBBIE aKTHBBI, IMEIOIINUECS B HATMYUU JIJIS
TIPOTaXKH

Average cost CpesiHsisi CTOUMOCTb, CPETHHE 3aTPAThI
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Backup [dy6nupoBanue

Balance between benefit and cost CooTHoOIIeHNE MKy BRITOaMH U 3aTpaTaMu
Balance sheet byxrantepckuii 6ananc

Balance sheet date OruerHas nara

Balance sheet liability method Metoz 06s3arenscTB o 6anancy
Balance Canpno (octaTok)

Balancing item CtaThbs, 10 KOTOPOH BBIBOAUTCS OCTATOK

Bank bank

Bank overdraft bankoBckwuii oBepapadT

Bankrupt bankpot

Bankruptcy bankpoTcTBo

Barrels_of oil equivalent DxBuBaneHT B 6appersix HepTu

Base stock Mero 0a30BbIX 3a11acoB

Basic accounting equation OcHOBHOE OalaHCOBOE PABEHCTBO
Basic earnings per share ba3zoBas mpuObLIb Ha aKITHIO
Beginning inventory 3anmacsl Ha Ha4axo Meproa

Benchmark OcHoBHOI OAXO0

Benchmark treatment OcHoBHO# nOpsIOK yueTa

Beneficiary Beirogonpuobperarens

Benefit Briroaa, moinp3a, BeIILIaTa

Bill of lading Haknannas, koHocamMeHT

Binding sale agreement Cornamenue o mpogaxe, UMeroIee 00s13aTeIbHYI0
CHITy

Biological asset buonornueckunii aKTuB

Biological transformation buotpanchopmanus

Block or group or «book» of policies biiok, rpynmna uin «KypHall y4eTay MOJIHUCOB

Bonds payable OGnuranuu k omnnarte

Bonus bonyc, nonosHuTENbHAS BBIILIATA, IPEMUAIBHBIC

Bonus plan Cxema npeMuanbHbIX BBIILIAT

Book value (Carrying amount) batancoBast croumocts (Y4eTHasi CTOUMOCTB)
Book value of a liability banancoBas croumocTs 00s3aTenbcTBa

Book value of an asset banancoBasi cTOUMOCTb aKTHBa

Borrowing costs 3aTpaTsl o 3aiimam

Borrowings 3aemHbIe cpecTBa

Bottom hole contribution Bknaa B mokpeiTue 3aTpar Ha 32001 CKBaXKHMHbI
Break up basis Metoj yuera B yCIOBHSIX CPOYHON peasii3aliuu
UMYIIEeCTBA

Broker's commission Komuccuonnoe Bo3Harpaxlenue 6pokepy
Business combination O0bennHeHne 6u3Heca

Business segment X034iiCTBEHHBII CETMEHT

By product [ToGouHbIit TpoTyKT

C

Call option OnumoH nokynaress

Cancel supporting documents AHHyTUpOBaHUE TIEPBUYHON TOKYMEHTAIIUN
Capability to change CrtocoOHOCTb K H3MEHEHHIO

Capital Kanuran

Capital asset KanutansHblii (BHEOOOPOTHBIH) aKTHB

Capital expenditures KanutanpHbie 3aTpaThl

Capital lease ApeHsia OCHOBHBIX CPE/ICTB

Capital maintenance [lognepskanne kanuTana

Capital stock AkimoHepHbIi KanuTan
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Capital surplus /lo6aBouHBIi KanuTam

Capitalisation of interest Kanuranu3arus mpomeHToB

Capitalised costs Kanutanu3upyemsie 3aTpaThl

Carried interest (carrying arrangement) [TomymaccuBHOe 10J€BO€ ydacTue (JJOrOBOPEHHOCTh
0 «ITOJIYTIACCHBHOM» JTOJICBOM y4acTHUU B 1OObIUE

MOJIE3HBIX HCKOIAEMBbIX )

Carryforward of unused tax credit IlepeHOC HEHCITOIBL30BAHHBIX HAJIOTOBBIX KPEAUTOB
Ha OyAyIIHii mepuot

Carrying amount (Book value) Yuernas croumocTs (6ajtaHcOBasi CTOUMOCTB )
Cash Jlenexnsbie cpeacTaa

Cash balancing KomneHcanmoHHBIH 0CTaTOK

Cash commitments JleHeKHBIC 00s13aTEIIHCTBA

Cash equivalents DxBHUBaNICHTBI JCHEKHBIX CPEICTB

Cash flow risk Puck, cBsi3aHHBIN C JBHKEHUEM JICHEKHBIX CPEJICTB,

PHCK JICHEKHOTO MOTOKA

Cash flow statement (Statement of cash flows) OtueT o 1BH)KEHHH IEHEKHBIX CPEACTB
Cash flow JleHexxHbIi MOTOK, ABUKEHUE JICHEKHBIX CPEICTB

Cash generating unit AKTHB HJIU TPYIIIIa aKTHBOB, TEHEPUPYIOIIHX
JIEHEXKHBIE CpeICTBA (TeHEpUPYIOIIas CAMHUIIA)

Cash inflow [locTymnenue 1eHexKHBIX CPEACTB

Cash method KaccoBslii MeTO1

Cash on hand /lenexHbie cpeacTBa B Kacce, Kacca

Cash outflows (payments) BeiObITHE JE€HEKHBIX CPEIICTB

Cash payments JleHeXHbIC TIATEXHU, BBIIUIATHI, PACYCTHI

Cash proceeds JlenexxHbIe MOCTYIICHUS

Cash receipts from customers [TocTyrieHne T1€HEKHBIX CPEICTB OT KIMEHTOB
Cash received on account with a discount JlenexxHbIe CpeACTBa, MOTYYEHHBIE C YIETOM
CKHUJIKH

Cash surrender value BeikynHast cCTOUMOCTB, CyMMa, Ha KOTOPYIO UMEET
MPaBO CTPaxoBaTelb B Cyyae JOCPOYHOTO

IpeKpaIeHus TOTOBOPa CTPAXOBAHMS KU3HH

Catastrophe (cat) provisions Pe3epsbl Ha kaTacTpods! (PK)

Catastrophe bonds O6nuramnum, cBsi3aHHbIE C pUCKOM KaTacTpod

Caveat IIpenynpexnenue

Ceding insurer LleaeHT, mepectpaxoBareinb (epeaaronias CTpaxonas
KOMITaHMS])

Certificate of deposit Jleno3uTHslil cepTudukar

Changes in accounting policy Mi3MeHeHUs B y4eTHOH MOJIUTHKE

Changes in equity Mi3mMeHeHus B kanuraie

Changes in financial position 3mMeHeHMs prHAHCOBOTO MOJIOKEHUS

Check register Peectp uexkoB

Chief audit executive PykoBoauTesb BHyTPEHHETO ayiuTa

Claim processing expenses Pacxossr mo o6paboTke TpeGoBaHU O BO3MEIIEHUN
yiep6a

Claims payable CtpaxoBoe BO3MEIICHHE K OTLIaTe

Claims reported but not paid 3asiBineHHbIe, HO HEOIJIaU€HHbIE YOBITKH

(P3Y — peseps 3asBICHHBIX, HO HEOIUIAYEHHBIX YOBITKOB)

Class of assets Bug akTiBOB

Classification Knaccudukanus

Client's account Cyert kiueHTa

Client's funds JlenexHble cpeCcTBa KIHMEHTOB

Closing rate BanroTHbIN Kypc Ha OTYETHYIO JaTy
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Closing rate method MeTon kypca Ha OTYETHYIO AaTy

Closure 3akpsiTHe

Code of Ethics Konekc satnku

Collateral 3aior, obecrieuenme

Collateralization 3axiiagsiBanue

Collusion TaifHoe cornamienue

Comfort letter PexkomeHnaTepHOE TUCEMO

Commercial property UmyiiecTBo, HCroib3yeMoe Ui KOMMEPUECKUX Lienen
(OyxranTepckuii yder oOIuii)

HmymiecTBEHHBINH KOMITJIEKC KOMMEPYECKOTO

MecTOpOKAeHUs (OyXTaaTepcKuil yueT B T0OBIBAIOIINX

OTPACIIAX)

Commercially recoverable reserves M3Bnekaemple 3amachl IPOMBIILICHHOTO 3HAUCHHS
Commission KomuccuoHHbIe, BOSHArpaXkIeHHE, KOMHUCCUOHHBIC
BO3HATPAXKICHUS

Commodity contract KoHTpakT Ha moctaBKy ToBapa

Common stock OOBIKHOBEHHBIE aKITUU

Communication [IpencraBienue oT4eTHOCTH, HH(GOPMAIIUA
(3aMHTEPEeCOBAHHBIM MOJIH30BATEIISIM)

Comparability CornocraBUMOCTh

Comparable financial statements CornocraBumasi puHaHCOBAst OTYETHOCTD
Comparatives OTHOCUTEIIbHBIC TIOKA3aTENN

Compensating balance KommneHcanmoHHbIi 0cTaTOK

Competence Komnetenuus

Compilation [Toaroroska nnpopmarmu

Compilation engagement 3agaHue 1Mo MOAroTOBKE HHPOpMAITUU

Completed contract method MeTon y4dera pe3ysibrara mpoeKTa Mo €ro OKOHYaHHH
Completeness [ToaHoTa

Completion 3akaHunBaHue (CKBAKUHBI)

Compliance CooTBeTcTBHE

Component KoMITOHEHT, cocTaBIsromas, 4acTh, CTaThs

Compound financial instrument KoMOuHUpOBaHHBIN (PMHAHCOBBIN MHCTPYMEHT
Comprehensive basis of accounting O61111e 0CHOBBI OyXTraJITepCKOro ydera
Comprehensive income [TonHbIi 10X0/, BKITFOYas BCE U3MEHEHHSI B UUCTBIX
aKTUBAX, 32 HCKIFOYCHUEM T€X CPEJICTB, KOTOPHIE

SBIISIIOTCS Pe3yJIbTATOM ONepanuii ¢ COOCTBEHHUKAMU

KOMITaHUU

Computation [Toxcuer

Computer information systems (CIS) KomnbrorepHbsie HHPOPMAIIMOHHBIE CUCTEMBI
Computer_assisted audit techniques (CAAT) MeTos! ayiuTa ¢ UCIIOJIB30BAaHUEM
KOMITHIOTEPOB

(MAK)

Concession (concessionary agreement) Konreccust (KOHIIECCHOHHBIN TOTOBOD)
Condensed (internal) financial reports CokpaiieHHas (BHyTpeHHss) (prHaHCOBas OTYETHOCTh
Confidentiality KonpunennuanabsHOCTb

Confirmation [ToaTBepxaeHue

Conflict of interest KonduukT nuarepecon

Conservatism [IpuHImn KoHcepBaTU3Ma

Consideration Bo3memienue

Control procedures IIpoueaypa npoBepku KOHTPOIIS

Compensation Komnencanus (rara)

Consignment Koncurnanus
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Consistency [TocienoBarenbHOCT

Consolidated financial statements CBoiHast puHAHCOBAsE OTYETHOCTD
Consolidated group I'pymma, mpeacrasistomas CBOJHYIO OTYETHOCTh
Consolidation CBeaeHue, KOHCOJIM AL

Construction CTpoUTEILCTBO

Construction contract JJoroBop Ha CTPOUTEIBECTBO

Construction costs 3aTpaTbl Ha CTPOUTEIHCTBO

Constructive obligation O053aTeNbCTBO, BBITEKAIOIIEE U3 TPAKTUKU
Consulting service KoHcaJITUHT, KOHCYJIbTAIIMOHHBIC YCIYTH
Contingency YclIOBHBIN (DaKT XO3sIICTBEHHOH JESITEIIBHOCTH
Contingent asset Y CJIOBHBIN aKTUB

Contingent gain Y cIIOBHBII JT10X0T

Contingent liability YcinoBHoe 00513aTenbCcTBO

Contingent loss Y cioBHBIN yOBITOK

Contingent rent Y cioBHas apeHiHas 11aTa

Continuing accounting significance [loctossHHas yueTHas 3HAUUMOCTh
Continuing auditor [TocTostHHBII aymuTOp

Contra account KonTpcuer

Contributed surplus B3HOCHI B KanuTaia KOMIaHUKA CO CTOPOHBI
AKIMOHEPOB (YYaCTHUKOB) U MPOUHUX JIUI], & TAKIKE

AMHUCCUOHHBIN JOXOL

Contribution from owner Bknaa (B3HOC) cOOCTBEHHHKA

Control environment KontpomnsHas cpena

Control of an asset KouTpomb 3a akTuBom

Control of an enterprise KonTpons Hax npeanpusTaeM (KOMIIaHUEH )
Control procedure IIponeaypa KOHTpOIs

Control process [Iporiecc kKoHTpoOIIs

Control risk Puck cucteMbl KOHTPOJIS

Control version KonrpomnbHas Bepcus

Controlled entity Konrponupyemas opranuszanus

Controller ITposepsitomuit

Controlling entity KonTponupytomas opranuzanus

Conveyance [lepenaua mpaB coOCTBEHHOCTH (Ha MECTOPOKIACHUE
MOJIE3HBIX HCKOMAEMBIX )

Core deposit intangibles Jlerno3uTHbIe cpesICTBA B PACIIOPSKEHUN KOMIIAHHH;
pasHHIIa MEKIY CYMMON CTPaXxoBOTO B3HOCA

Y CyMMOW, IPUYUTAOLIENCS K BO3BpaTy

Ha ONpeETICHHbIX YCIOBUIX

Corporate assets KopriopatuBHbIe aKTHBBI

Corporate governance KoprnopaTusHoe ynpasieHHue

Corresponding figures CoOTBETCTBYIOIIHE MOKA3aTEIU
Corroboration [ToaTBepkaeHue

Cost CtoumMocTh, c€0€CTOMMOCTB, 3aTPaThl

Cost center LlenTp 3arpat

Cost method Meton yueTa o ¢pakTH4ecKoi CTOMMOCTH NPUOOPETEHUS
Cost of acquisition 3aTpaTsl Ha MpUOOPETEHNE

Cost of an investment @akTuyeckasi CTOMUMOCTb HHBECTUIIIHI

Cost of an item of property, plant and equipment dakTuyeckas CTOUMOCTb €TUHHIIBI
OCHOBHBIX CPE/ICTB

Cost of asset acquired in exchange for dissimilar asset CTouMocTh akTHBa, TPUOOPETEHHOTO B
oOMeH

Ha JIPYTrOM,0TINYHBINA OT IEPBOT0, AKTUB
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Cost of conversion 3aTpaTsl Ha IepepabOTKY, 3aTPaThl HA TPOU3BOACTBO
Cost of disposal 3arparsl Ha BEIOBITHE

Cost of goods available for sale ®akTuueckas CTOUMOCTb TOBAPOB JIJISI TPOJAKH
Cost of goods purchased @akTiueckasi CTOMMOCTb KYIUIEHHBIX TOBApOB
Cost of goods sold ®akTuveckas CTOMMOCTh MPOJAHHBIX TOBAPOB

Cost of inventories CebecTonMoCTh 3a11acOB

Cost of purchase 3arpatbl Ha MpUOOpPETEHHE

Cost of sales CebecTonmMocTh poax

Cost recovery oil Beipyuka oT npopaxu HedTH, UCTIONB3yeMast

JUISL BO3MEILICHHS 3aTpat

Cost plus contract JIoroBop «3aTpatsl ILTIOCH»

Cost_plus method MeTton «3aTpaTsl ILTIOCY

Costs and revenues 3aTpaThl U BBIpyYKa

Credibility Kpeautocrmoco6HOCTB

Credit risk KpenutHslit puck

Creditor Kpenutop, kpeanTyromas opraHu3arus

Critical component Kputudecknii KOMIIOHEHT

Cross selling [Iponaxa 0JHUM 1 TeM K€ CTPaxOBaTEISIM Pa3IHYHBIX
CTPaXOBBIX NMPOIYKTOB

Cumulative effect KymynstupHbIif a3 dext

Currency risk BamroTaslit puck

Current asset OG0OpPOTHBII aKTHB

Current cost Tekymiast CTOUMOCTb, TEKYLIUE 3aTPAThI

Current cost approach [Togxon, ocHOBaHHBIN Ha TEKYIMX 3aTpaTax
Current cost method Meron y4dera o TeKymmm 3aTparam

Current exchange rate method Meroj yueTa 1o Tekymemy BaJIOTHOMY KypCy
Current expenditures (revenue expenditures) Texymie pacxo/s

Current investment KpaTkocpodynasi ”HBeCTULIUS

Current liabilities KpaTkocpounsie o0s3aTenbpcTBa

Current ratio Koa¢dunueHnt Texymiei TMKBUIHOCTH

Current recovery value Teky1asi BOCCTaHOBUTEIbHASI CTOMMOCTD
Current service cost CTOUMOCTb TEKYIIUX YCIYT

Current tax TekyImue HaJOTOBBIE IJIATEKHU

Current value Tekymiast CTOMMOCTb

Curtailment CekBecTp, orpaHu4YeHHE, yMEHbILIEHUE

Custodian Kactoauan, XpaHuTenb

Custody OTBeTCTBEHHOE XpaHEHHE

Cutoff (of financial year, of reporting period) 3akpbITHe ((pHUHAHCOBOTO rojia, OTYETHOIO
nepuosia)

D

Damaged inventories [ToBpexaeHHbIe 3amachl

Database ba3za nanabix

Date of acquisition Jlata mpuoOperenus

Dealing securities /IunuHroBsie ieHHbIE OymMaru

Debt instruments JloAroBbie HHCTPYMEHTBI

Debt securities Jlonrossle ieHHbIE OymMaru

Debtor Jlebutop, 10IKHUK

Decline curves KpuBbie manenus (100b14m)

Declining balance method Meron ymenbiiaeMoro octaTka (aMOpTHU3aLIHs)
Decommissioning costs 3aTpaThl Ha 3aKPbITHE CKBAKUHBI
Decomposition (of the contract) Pacunenenue (oroBopa)

Decrease in long_term loan YMeHblIeHHE OATOCPOUYHBIX 3aiiMOB, KPEIUTOB
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Deductible temporary difference Berauraemasi BpemeHHast pazHUIia
Deferral and matching OTcpouka 1 cOOTBETCTBHE (COOTHECEHUE)
Deferral method Meroxa orcpouku

Deferral model Mogens ¢ oTcpoueHHO# npemueit

Deferred annual accounting OtcpodyeHHas rooBasi GMHAHCOBAsI OTYETHOCTD
Deferred compensation OTcpoueHHass KOMIIEHCAIHS

Deferred income OtnoxxenHast npuObLIH

Deferred payment OTcpoueHHBIH mIaTex

Deferred payment terms Y cI0BHsI OTCPOYKH IIIATEXKA

Deferred revenue OTiioxkeHHast BRIpyYKa

Deferred tax OTnoxeHHbIH HaIOT

Deferred tax asset OTiI0)KeHHBIC HAJTIOTOBBIE TPEOOBAHMS

Deferred tax liabilities OTii0’xeHHBIE HaJIOTOBBIE 0053aTENbCTBA
Deferred tax expense OTI0K€HHBIN pacxo/] MO HAJIOTY

Deferred tax income OTi0XeHHOE BO3MEIIEHUE HAIOTa

Defined benefit obligation O0s3aTeNbCTBO MO MEHCUOHHOMY IIJIAHY

C YCTaHOBJICHHBIMH BBITUIATAMH

Defined benefit plan [IencrnOHHBII M1aH ¢ YCTAHOBJICHHBIMU BBIILJIATAMH
Defined contribution plan IleHcHOHHBIN TUIaH C YCTaHOBIEHHBIMH B3HOCAMH
Delay rentals [lornosiHuTEIbHBIC apEHIHBIC TUIATEKU COOCTBEHHUKY

IIpU 3a/iep>KKe Havasia padoT

Demutualising [Ipeo6pa3oBanue o0iiecTBa B3aUMHOTO CTPaXOBaHUs

B aKI[MOHEPHOE CTPAaxOBOE OOIIECTBO

Depletion Mcromenue (MECTOPOXKICHHS TOJIE3HBIX UCKOITAEMBbIX )
Deposit (mineral resource or oil and gas in place) Mectopoxnenue
Depreciable amount AMopTu3upyemasi CTOUMOCTb

Depreciable asset AMOpTH3UPYEMBIil aKTHB

Depreciable basis baza amoptuzaruu

Depreciable cost AMopTH3upyembie 3aTpaThl

Depreciation AMopTu3aius (OCHOBHBIX CPEJICTB)

Depreciation charges AMopTH3alIlMOHHBIE OTYUCICHHS

Depreciation cost per unit 3aTpaTbl Ha aMOPTHU3ALIMIO B pacyeTe Ha eAUHUILY
MPOIYKITHH

Depreciation expense AMOPTHU3aLIMOHHBIE PACX OB

Depreciation schedule Cxema Hauucnenus aMopTu3aluu

Derecognition ITpekpaienue npusHaHus, ciucanue ¢ OanaHca
Derivative financial instrument ITpon3BoHbIe (PMHAHCOBBIE HHCTPYMEHTBI, I€PUBATUBBI
Detail test JleTanbHBIN TECT

Detection risk Puck HeoOHapyxeHus

Detective control KonTpons o6HapyxeHus

Deterministic approach JlerepMuHIpOBaHHBINA METO/T

Developed reserves OcBoeHHbIE (pa3paboTaHHBIE) 3aMachl

Development Pa3paboTtka

Development cost 3aTrpatsl Ha pa3paboTKy

Development risk Puck pa3zButus ctpaxoBoro ciyyasi (B CTpaXOBaHUH)
Puck pa3paboTku (B J0OOBIB.OTPACIISX)

Development well DkcrutyaTanrionHas CKBaKuHa

Deviation OTk10HEHUE

Diluted earnings per share Pa3BogaerHast mprObUTH Ha aKITHIO

Diluted loss per share PazBoiHeHHBII YOBITOK Ha aKIIHIO

Dilutive potential ordinary shares [loTeHnanbHble 0OBIKHOBEHHBIE aKIIMU
C pa3BOAHSAIOUIUM 3 (HeKToM
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Diminishing balance method MeTon yObIBaromiero ocrarka
Direct acquisition cost [IpsmMbie 3aTpaTsl Ha IpHOOpETeHNE
[Ipsimble 3aTpaThl HAa 3aKJIIOUYEHHE JOTOBOPOB CTPAXO

BaHUs (AKBU3UIIUOHHBIEC PACXO/IbI)

Direct costing OTHeceHUe MOCTOSHHBIX TPOU3BOJICTBEHHBIX PACX0/I0B
HETOCPEJCTBEHHO Ha CYET MPHUOBLICH U YOBITKOB

Direct insurer [IpsiMo#i cTpaxoBIIUK

Direct method of reporting cash flows IIpsimMoii crioco6 coctaBieHust 0T4eTa O ABHKCHUU
JIEHEKHBIX CPEJICTB

Disclaimer of opinion OTka3 OT BbIpa)K€HUSI MHCHHS

Disclosure PackpeitTie nadopmarmm

Discontinuing operation [Ipekpaiaemast 1eaTeIbHOCT
Discovery OTkpbITHE (MECTOPOXKICHHS)

Dismantlement costs 3aTpaTsl 110 IEMOHTaXY

Disposal BeiObiTne

Disposal consideration Bo3mernienue npu BRIOBITHH (TIPOJAXKE)
Disposal of subsidiary [Iponaxa mouepHeir KOMIIaHUN

Disposal proceeds [Toctymienus oT BbIOBITHS (AKTHBOB)
Distribution costs 3aTparbl Ha COBIT TPOAYKIIMH

Dividends JluBunaeHab1

Divisible surplus [Tomiexarmmii pactpeaeieHuI0 0CTaTOK
Documentation JlokymeHTanus

Double declining method Merox ABOHHOTO yMEHBIIIAEMOTO OCTaTKa
Downstream transaction Omnepanust «CBEpXy BHHU3»

Dry hole contribution Bxian B «CyXyt0» CKBaXUHY

Due care /lopkHas TIaTeabHOCTh

E

Earnings ®aktuyeckas npuObLIb, HepacHpeeieHHas TpUObLIb
Economic benefits DxoHOMUYECKHUE BBITOIbI

Economic entity DxoHOMHUYECKasi OpraHu3aius

Economic life Ilepuon 3¢ dhexkTuBHOTO NCIIONB30BAHUS
Effective interest method Metoa 3¢ dexkTHBHON cTaBKM MpOIEHTa
Effective interest rate D¢ dexTuBHAs cTaBKa MPOIIEHTA

Effective internal control [lelicTByromuii BHyTpeHHUI KOHTPOJIb
Effective tax rate ®akTuueckas (IeHdCTBYIOIIAsI) HAJIOTOBAsI CTaBKa
Effectiveness D pexkTHBHOCTD

Efficiency [IpoaykTHBHOCTb, TPOU3BOAUTEIHLHOCTD

Embedded derivative BcTpoeHHBIH pOU3BOIHBIN HHCTPYMEHT
Embedded value Bctpoennas croumoctsb

Emphasis of matter paragraph(s) [losicusronue naparpagsl
Employee benefit Bo3narpaxxaenue paboTHukam

Ending inventory 3anacsl Ha KOHell epruoa

End of period rate CtaBka (Kypc) Ha KOHEIl Tepro/ia
Engagement AynuTtopckoe 3a1anue

Engagement letter [Tucbmo_o0s3aTenscTBO

Engagement objective Llenb ayauropckoro 3aianus
Engagement work program [Tporpamma ayIuTopckoro 3axaHust
Enterprise Opranu3zamus

Entitlements method MeTton ydera npaB Ha IPOIYKIIUIO

Entity specific measurement Crieriuduueckast orieHka

Entry IIpoBonka

Environmental matters Dxonoruueckre BOIpOCHI
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Environmental risk Puck, cBsizaHHBINi ¢ OKpYyKaOIIEH cpeoi

Equity compensation benefit KommneHncanmoHHble BBIIIIATH OJIEBBIMA HHCTPYMEHTAMU

Equity compensation plan [1nman KOMIIeHCalIIMOHHBIX BBITIJIAT JOJIEBBIMHU
UHCTPYMEHTAMHU

Equalization reserves Pe3epBsl kosiebaHu# yOBITOUHOCTH

Equipment OGopynoBanue

Equity Kanuran

Equity instrument J{oyieBoii HHCTpYMEHT

Equity method MeTon noneBoro y4actus

Equity securities JloneBsie IeHHBIC OyMaru

Error Ommbka

Estate of policy holder Hacnenyemoe nmymiectBo cTpaxoBarers
Estimation sampling Ouenounasi BeIOOpKa

Evaluation Ouenka

Event CobbiTne

Events occurring after the balance sheet date CoObITHs TTOCIIE OTYETHOM JAThI
Evidence OcHoBanue, CBUACTEILCTBO

Examination ITpoBepka

Excess of loss reinsurance I[lepectpaxoBaHue 3cieicHTa YOBITKOB
Exchange difference KypcoBas pa3zuurna

Exchange rate O6meHHbIH Kypc

Execution Mcnionnenue

Existence CymiectBoBanue

Expected disposals of assets Oxxugaemoe BbIObITHE AKTHBOB

Expected error Oxunaemas omuoka

Expected exit value Oxxugaemas KOHEUHAsi CTOUMOCTD («CTOUMOCTH BBIX0J1a»)
Expenditure 3aTparsr

Expenditures carried forward 3atpatsl, mepeHocHMbIe Ha Oy TyIIIUE TEPUOIBI
Expenses Pacxomsl

Experience adjustment KoppekTiupoBka Ha OCHOBE ONbITa

Expert Okcnept

Explanatory note [TosicautensHas 3anmucka

Explicit discounting computation PacueTsl Ha OCHOBaHUH SIBHBIX METOJIOB
JTUCKOHTHPOBAHUS

Exploration permit Pa3perienne Ha TOUCKOBO pa3Bel0UHbIe pabOThI
Exploratory well Pa3Beniounas ckBakuna

Extensions IIpupoct 3amacoB B pe3ysibTare 10pa3BeaKu

External auditor Buemnuii aynutop

External confirmation Buemnrnee nonrsepxaeHue

External service production CTOpOHHSISI OpraHn3aIus M0 OKa3aHUIO yCIyT
Extractive industries /{oOpIBatotre orpaciu

Extraordinary effect 3¢ dext upe3BbruaiiHbIX 00CTOATENBCTB
Extraordinary items Upe3BblyaiiHble CTaTbU, Pe3yIbTaThl YPE3BBIYANHBIX
00CTOSATENILCTB

Extraordinary profit [IpuObuib 0T Ype3BbIYaITHBIX 0OCTOSATENHCTB

F

Factoring of receivables ®@akTopuHT 1€0UTOPCKON 3a0IKEHHOCTH

Fair presentation O0beKTUBHOE MTPEICTABICHHUE

Fair value CripaBeyiBasi CTOMMOCTb

Faithful representation IIpaBnuBoe (1ocTOBEpHOE) MPEACTABICHUE

Farm out / farm in JloroBop o nmpeaocTaBieHU# / OTYISHUH JTOJTH
y4yacTus (B OCBOCHUH U pa3pabOTKe MECTOPOKACHNU)
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FASB (Financial Accounting Standards Board) Coset mo crangapram ¢puHaHCOBOM
OTUYETHOCTHU

Field Mecropoxnenue

Field work PaGora Ha mecTax, BHE ITad KBapTHPBI (PUPMBI

FIFO method Merox ®UDO (riepBblit — MpUX01, IEPBBIA — BEIOBITHE)

Finance costs 3arpaTsl Ha GUHAHCHUPOBAHUE

Finance lease ®uHaHncoBas apeHa

Financial asset ®uHAaHCOBBIN aKTHUB

Financial asset or liability held for trading ®uHaHCOBBIN aKTHB WJIH 0053aTEIBLCTBO,
npeHa3HAuYCHHOE JUIsl TOPTOBIIH

Financial assets and liabilities available for sale ®uHaHCcOBBIE aKTUBEI U 00A3aTENLCTBA,

UMEIOIIUeCs
B HAJIMYUU JJIS IPOJIAKU

Financial forecast ®uHaHCOBBIN MPOTHO3

Financial institution confirmation request 3anpoc nmoaTBepkaeHus U3 GUHAHCOBOM
OpraHu3aluu

Financial instrument ®uHAHCOBBII HHCTPYMEHT

Financial liability ®unancoBoe 0053aTeIbCTBO

Financial period OTtueTHslil mepuon

Financial position ®uHaHCOBOE TOJIOKCHUE

Financial reporting ®uHancoBast OTYETHOCTD

Financial statements ®uHaHcoBasi OTYETHOCTH

Financial statements assertions YTBep:k1eHus, HAa OCHOBE KOTOPBIX OATOTOBJICHA
(buHaHCOBAst OTUETHOCTD

Financing activities ®uHaHcoBas 1€ TEILHOCTh

Finding costs 3aTpaThl Ha TOUCKOBBIE PAOOTHI

Finished goods I'oToBas mpomykius

Firm commitment TBepaoe cornamenue, TBepaoe 0053aTeIbCTBO

Fiscal period Hanoroserii nepuon

Fixed asset OcHOBHOE CpeICTBO

Fixed costs [locTosiHHBIE 3aTpaThI

Fixed price contract JloroBop ¢ (pukcupoBaHHOM LIEHOM

Fixed production overheads ITocTtosiHHbIE HaKIaAHBIE TPOU3BOICTBEHHBIE PACX OJIBI
FOB (Free on board) destination Ycnosus nocrasku @.0.b. B mopTy HazHaueHUs
FOB (Free on board) shipping point YcnoBust nocrasku ®.0.b. B mopTy oTrpy3xu
Foreign currency MHocTpaHHas Baora

Foreign currency loans 3aiiMbl 1 KpeAUThl B MHOCTPAaHHOM BaltoTe

Foreign currency transactions Omnepanuy ¢ ”HOCTPAaHHON BaJIIOTON

Foreign entity 3apy0exxHoe npeanpusTue

Foreign exchange difference KypcoBas pa3znuna

Foreign exchange gain [TonoxxurenbHas KypcoBasi pa3HHLIA; TPUObLIb,
MOJIy4YEeHHAas B pe3yJibTaTe U3MEHEHUs BEIMYUHbI Kypca

Foreign exchange loss OTpunarenbHasi KypcoBasi pa3HULA; YOBITOK,

MOJIyYEeHHBIN B Pe3y/bTaTe U3MEHEHUS BETMUMHBI Kypca

Foreign operation 3apy0OexHas e TeTbHOCTD, 3apyOeKHBIC OTIEpaIliu

Foreign source of income 3apy0eXHbIN HICTOYHHK JT0XOAa

Forgivable loan YcinoBHO 6e3BO3BpaTHBIN 3aeM

Framework Konnenmus (MC®PO)

Fraud MomennuuecTBo

Freight costs on purchases CTOMMOCTb TpaHCIOPTUPOBKH MTPU MOKYIIKE
Freight in TpancnopTHbie pacxoab! (PppaxT) mpH MOKYIKe

Freight_out TpancnopTHble pacxobl (ppaxT) Opu Npojaxe
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Full cost accounting MeTos ydera 1o MOJIHBIM 3aTpaTam

Fully depreciated asset I[IoJHOCTBIO cCaMOPTH3UPOBAHHBIN AaKTUB

Functional currency (reporting, measurement, presentation) @yHKIIHOHAIbHAS] BATIOTA
(oTueTHas, 6a30Bas)

Fundamental error ®yHnameHnTanbHas onmoka

Funding ®unancupoBanue

Funds held for customer CpencrBa, KOTOpbIe KOMITAHHS IEPKUT JJIs1 KIIMCHTA

Future economic benefit Byaymmas sxoHOMIUEcKas BBIroga

G

GAAP (Generally accepted accounting principles) OOenpuHATHIE TPUHITUATIBI
OyXrajarepckoro ydera

(OIIBY)

GAAS (Generally accepted auditing standards) OOmienpuHsaThIe CTaHIAPTH AYAUTOPCKOM
JeSITeIIbHOCTH

Gain Jloxon

Gain (loss) on sale /loxox (yOBITOK) OT MpOAaKH

Gain on disposal /Ioxox oT BEIOBITHS (aKTHBA, 0OOPYJIOBAHHMS H T.]1.)

General controls in computer information systems O01ue cpeacTBa KOHTPOJIS B
KOMITBIOTEPHBIX

UH(POPMAIMOHHBIX CHCTEMAX

General disclosure OcHOBHBIE TPeOOBaHUS K PACKPBITHIO HH(OPMAIHH

General insurance O61iee cTpaxoBaHue

General journal XXypHan ydera oneparuit

General ledger 'nmaBHast Oyxranrepckasi KHUra

General purchasing power approach IToaxoa, oCHOBaHHBIHM Ha 00IIEH MOKYATSIILHON
CIIOCOOHOCTHU

General standard O0uwmii ctangapt

Geographical segment ['eorpaduueckuii cermeHt

Geologic province I'eonorudeckast IpOBHHIIHS

Geological and geophysical costs (G & G) 3aTparbl Ha IPOBEIEHUE T€OIOTUYECKOM

U Teo(pU3NYECKOM pa3Belku (MECTOPOKICHHUI)

Going concern HenpepbIBHOCTH 1€ TEIBHOCTH

Going concern assumption JlonyiieHne 0 HENPEPHIBHOCTH JIEATENBHOCTH MPEATPUATUS
Going concern value CTOUMOCTh aKTMBOB KOMITAHUH, OCHOBaHHasi

Ha JIOMYIIEHUH O HEMPEPHIBHOCTH €€ IeATEIIbHOCTH

Goodwill I'yneumnn

Governance YmpaBienue

Governance process IIpouecc ynpasienus

Government assistance ['ocyapcTBeHHast TOMOIIb

Government business enterprise ['ocyiapcTBeHHOE KOMMEPUECKOE MPEANPUATHE
Government grant ['ocynapcTBeHHas cyocuaus

Governmental auditing standards CtangapThl ayJuTa rocyapCTBEHHbIX YUPEXICHHUH
Grade CopTHOCTB,COPT, KAYECTBO

Grant related to assets CyOcuausi, OTHOCSIIASCS K aKTUBaM

Grant related to income CyOcuausi, OTHOCAIIASCS K TOXOTY

Gross investment in the lease BanoBble ”HBECTUIINH B apeHIY

Gross margin Banoast mapxa (prObLIb)

Gross profit Baioas npu0Obuib

Gross revenue approach (to unit_of production depreciation) MeTos BaTOBBIX J0X0JI0B
(MPUMEHUTENEHO K HAUYMCICHHIO

aMOPTHU3aLUU TPONOPIHUOHATBHO 00BEMY MPOIYKIIIH)

Gross turnover Banosiii 000poT
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Gross/net representation [IpeacTaBiaeHue o BAJIOBOMY/HETTO METOY
Group I'pynna

Group administration (employee benefit) plan CoBMecTHO yrnpaBiisieMblii IEHCUOHHBIHN TUTaH
Group financial statements/accounts @uHaHCOBasi OTYETHOCTH TPYIIIIBI
Group of biological assets ['pyria 6uoIoru4eckux aKkTHBOB

Guaranteed residual value 'apanTupoBaHHast TUKBHIAIMOHHAS CTOMMOCTh
H

Hash total Mtorosas (o6mas) cymma

Hedge Xemx / XemkupoBanue

Hedge accounting Yder xeKupoBaHus

Hedge effectiveness D¢ peKTHBHOCTH XEHKUPOBAHUS

Hedged item Xemxupyemas cTaTbs

Hedging XemxupoBanue

Hedging instrument THCTpyMEHT XeKUPOBAHMS

Held to maturity investment MaBecTumusi, ynepxupaeMas 10 MOTaIICHIS
Hire purchase contract JloroBop apeHbl C IpaBOM BBIKYIIA

Historical cost [lepoHadanbpHasi CTOMMOCTB, (pakTHYECKast CTOUMOCTh
npuoOpeTeHus

Historical cost accounting Yder 1o nepBoHa4aJIbHOH CTOUMOCTH,

1o (pakTUYEeCKON CTOMMOCTH MTPHUOOPETEHUS

Holding company XonauHroBasi KOMIaHHS

Host bond OcHoBHas oOnuraius

Host contract OcHOBHOI1 10r0BOp

Hurdle rate MunumanbHas cTaBka JOXOIHOCTH (MCIIOTIb3yeMast

B TOM WJIM MHOW OpTraHU3aIliN)

Hyperinflation ['unepundsmus

Hypothecation Mnoreka

IBNR (incurred but not reported) Pe3eps mpousomiennmx, Ho He3asIBICHHBIX YOBITKOB
(PTIHY)

I

Identifiable assets and liabilities nentuduiupyemoie akTHBBI U 00s13aTEIBCTBA (COOT
BETCTBYIOIIINE OIPECIIEHHBIM TPEOOBAHUSIM)

Identifying BrisiBenne gpakToB X035HCTBEHHON JAEATEIHHOCTH,
uaeHTU)UKAIHSL

Immaterial (item) HecymectBennas (craTbs)

Immediate family Unen cempu

Impairment OOecrieHeHNE, CHUKEHHE CTOMMOCTH

Impairment loss YObITOK OT 0beclieHeHus

Imparity principle Y4er B cooTBETCTBUHU C MPUHIUIIOM 00ECLIEHUBAHUS
Improved recovery projects [IpoeKThI A1 TOBBILLICHUS OTa4n

Imputed rate of interest BMeHeHHas cTraBka npoleHTa

Inception of the lease Hauano cpoka apen bl

Incidental (indirect) acquisition costs [Io60uHbIE (KOCBEHHBIE) 3aTpaThl HA MPUOOPETCHHE
Income Jloxon, mpuObLIL

Income and expenditure account Cuet 70X0J0B B pacXxo/i0B

Income distributions to owners Pacnpenenenue npudbuH (10X0/1a) MEXKITY
coOCTBEHHUKaMU

Income statement OTueT 0 NPUOBLIAX U YOBITKAX

Income statement liability method Metoxa 06s13aTenbCTB 110 OTYETY O IPUOBLIAX U YOBIT
Kax

Income tax expense Pacxo/pl o Hajory Ha NpUOBLIL

Incoming auditor HoBer1it ayautop
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Incorrect acceptance OmnbGo4YHOE TPUHSATHE

Incorrect rejection Omub049HOE OTKIIOHEHHE (HEMPUHSATHE)

Incremental borrowing rate of interest (lessee's) [IpupocTHas craBka mpoIeHTa Ha 3aeMHBIH
KaruTa

(apennaTopa)

Incremental sale I[Ipogaska c maarexom B pacCpouKy

Indemnity reinsurance [lepecTpaxoBanue Bo3menieHus ymepoa

Independence HezaBucumocts

Independent foreign operation HezaBucumas 3apyOexHast A€SITSIIBHOCTD

Indexed contract Maaexcupyemplii JOroBOp CTpaxoBaHUS

Indicated mineral resources (reserves) [Ipenmoiaraempie 3amacel MOJIE3HBIX HCKOMTAEMBIX
Indirect method KocBennsbiit MeTo1

Individual accounts UnauBuyanpHast OTYETHOCTD (CUeTa) KOMITAHUU

Individual evaluation concept [IpuHIIMIT HHAUBUIYATHEHOMN OIIEHKH

Industry and geographical segments OTpacieBbie U reorpaduaecKie CerMeHTh
Industry segment OTpaciieBoif cerMeHT

Inferred mineral resources [IpeaBapuTensHO OLIEHEHHBIE 3a1achl

Inherent limitation HeoThemMiemoe orpanndeHue

Inherent risk HeorseMiemslii puck

Initial disclosure event (for a discontinuing operation) CoObITHE, OIIPEILISIONIEe MOMEHT
NEPBOHAYAIEHOTO

PacKpBITUS (715 MPeKpaIiaeMoil 1eaTeIbHOCTH )

Inquiry 3ampoc

Inspection MHcniekTHpOBaHKE

Instalment sale I[Ipogaka B paccpouky

Insurable interest CTpaxoBoii uHTEpec

Insurance contract JIoroBop crpaxoBaHus

Insurance expenses Pacxoabl Ha cTpaxoBaHuE

Insured event CtpaxoBoii ciry4aii (3acTpaxoBaHHOE COOBITHC)

Intangible asset HemarepuanbHbIil akTUB

Integral foreign operation uTerpupoBanHas 3apyoekHas JesiTeIbHOCTb

Integrated enterprise IHTerpupoBaHHas KOMIAHUs

Integrity LlenocTtHOCTH

Intercompany balances (transactions) BHyTpurpymnmnoBsie ocTaTku (oneparum)
Interest cost (for an employee benefit plan) 3aTparsl Ha TPOLIEHTHI (/17151 TEHCHOHHOTO TUTAHA
C YCTaHOBJIEHHBIMU BBITLIATAMH)

Interest expense Pacxonbl Ha BeIIUIATY IPOLIEHTOB

Interest in joint venture J{oyis1 yqacTusi B COBMECTHOM JI€ATETLHOCTH

Interest payable 3a105k€HHOCTD 110 TIPOLIEHTAM

Interest rate implicit in a lease PacueTHas npolieHTHAas CTaBKa 110 JIOTOBOPY apEeH IbI
Interest rate risk Puck craBku npouenra

Interim financial reporting / statements / information IIpomexxyrounas ¢punaHcoBas
OTYETHOCTh/UH(pOpMaLIHS

Interim period [IpomexxyTouHbIil Ieproa

Internal auditing Buyrpennuii aynur

Internal auditor BuyrpennsIit aynutop

Internal audit department Otnen BHyTpEeHHETO ayInuTa

Internal control questionnaire AHKeTa BHyTPEHHET0 KOHTPOJIS

Internal control system Cucrema BHyTpEHHEro KOHTPOJIS

Internal control weakness HeoctaTok BHyTpeHHEr0 KOHTPOJIS

International Financial Reporting Standards (IFRS)
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International Accounting Standards (IAS) MexxayHapoaHbie cTaHIapThl (PUHAHCOBOM
OTUYETHOCTHU

(MC®0),

MesxayHapoanslie cTanaaptsl Oyxrantepckoro yaera (MCBY)

International Accounting Standards Board (IASB) IIpaBnenue CoBeTa 1o MexyHapO HBIM
CTaHgapTam

¢unancoBoii otuetHocTH (IIpaBnenne CMC®DO)

International Financial Reporting Standards (IFRS) MexyHapoaHbie cTaHIapThI
(buHAaHCOBON OTYETHOCTH

(MC®O)

International Standards of Auditing MexayHapoaHbIe CTaHIAPTHI AYAUTOPCKOM
JEeSTEIbHOCTH

Intracompany balance Bayrpurpynmnosbsie 000poThI

Introductory paragraph BBoansrii maparpad

Inventories 3anacsl

Invest rate risk Puck nporieHTHO# cTaBKH

Investee OOBEKT MHBECTUIIHIA

Investigation PaccrnenoBanue

Investment activities IHBeCTHIIMOHHAS IEATEIEHOCTh

Investment lHBecTuIMsi, HHBECTUPOBAHHE

Investment object OObEKT HHBECTHPOBAHUS

Investment property MHBecTULIMM B HEIBUKUMOCTD

Investment securities THBeCTUIIMOHHBIE IICHHBIE OymMaru

Investment linked contract JloroBop cTpaxoBaHusi, 0053aTeIbCTBA 10 KOTOPOMY
CBSI3aHBI C PE3yJIbTaTAMU MHBECTHIIHIA

Investments held to maturity uBecTuiuu, yaepkuBaembie 10 MOTAIICHUS
Investor iuBecTop

Investor in a joint venture lHBecTOp B COBMECTHYIO JIEATEIbHOCTh

Invoice Cuet axrypa

Item CraTbs, 00bEKT

J

Joint control CoBMecTHBII KOHTPOJIb

Joint operating agreement CormnarieHue 0 COBMECTHOM JeSTETbHOCTH

Joint products CoBMeCcTHO MPOU3BOANMAS MTPOTYKITHS

Joint venture CoBmMecTHas NeSTENbHOCTD

Joint venture agreement /[oroBop (cormaiieHue) 0 COBMECTHON AEATEIbHOCTU
Jointly controlled entity CoBMeCTHO KOHTpOIMpyeMas KOMIIaHUS

Journal XXypHaun, yueTHblil peructp

Just_in_time TouHo B cpok

K

Knowledge of the business 3nanue 6uzneca

L

Lease Apenna

Lease term Cpok apeHbl

Legal merger IOpuandeckoe cnusiame

Legal obligation FOpuanueckoe 00513aTenbCTBO

Legal right of set_off IOpuaneckoe mpaBo Ha 3aueT TpeOOBaHMIA

Legal title [IpaBo co6cTBEHHOCTH, TPABOBOM TUTYI

Letter of attorney JloBepeHHOCTH

Leverage DKOHOMUYECKHI phIYar, «JIEBEPHIK

Leveraged leases KpenutHblil Tu3uHr; apeHaa, 4acTUYHO (pUHAHCHpYyeMast

3a CYeT KpeauTa
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Liability method Meton o0s3aTenbcTB

LIFO method Metoz JIM®O (nocneanuii MocTymieHue, NepBbId —
BBIOBITHC)

Limitation on scope Orpannuenne oobema

Liquidity JInkBugHOCTB

Liquidity risk Puck nukBuanOCTH

Listed company Komnanusi, akiiuu KOTOpOi KOTUPYIOTCSI Ha OUpIKe
3apeructpupoBaHHas Ha OUPKE KOMIIAHUS

Loans and receivables originated by the enterprise Ccynbl 1 1eOUTOpCKast 3a10KEHHOCTbD,
MIPEIOCTaBIICHHBIE

KOMIIaHHUEHN

Long term assets and liabilities Jlonrocpounbie akTUBBI U 00s3aTEIHCTBA
Long term employee benefits Jlonrocpounsie 00s13aTeNbCTBA MO BHIIJIATaM COTPYAHUKAM
Long term investment JlonrocpoyHasi ”HBECTHIIUS

Long_term receivables Jlonrocpounas neOuTopckast 3a10J0KEHHOCTh
Loss YObITOK

Loss on disposal YOBITOK OT BBIOBITHS (aKTHBA, 000PYIOBAHUS U T. 11.)
Loss on sale of equipment YObITOK OT Ipoaxu 000pyA0BaHUS

Loss recognition test Kpurepuii npusznanus yobITKa

M

Main product OcHOBHas POTYKIIHS

Makeup product Komnencanrontast mpoayKius

Management PykoBoaCTBO, MEHE)KMEHT

Management of change Ynpasnenue u3MeHeHUIMU

Management representations 3asiBJI€HHUsI PyKOBOZCTBA

Management representation letter [IluceMeHHO€ 3asiBIeHHE PYKOBOICTBA
Market risk PeraounsIii puck

Market value PrinouHas croumMocTh

Marketable (adj) Peinounsbii

Markdown IToHmkaroras cocTaBisonas HOPMbI IPUOBLTH, CKUJT_

Ka

Markon 3aksiagpiBaemMast HopMa NpHOBLTH

Markup Jlo6aBouHasi HopMa NPUOBLIN, HAlIEHKA

Matching concept KoHuemnius cooTHECEHUs 10XO0/10B U PACX0JI0B
Matching of costs with revenues CooTHeceHue 3aTpaT U BBIPYUKHU
Material (adj) CymiecTBeHHbIH

Material inconsistency CyIiecTBeHHOE HECOOTBETCTBHE

Material misstatement of fact CymecTBeHHOE HCKakeHUe pakTa
Material weaknesses Cy1iecTBeHHbIE HEOCTATKH

Materiality CymecTBeHHOCTb

Materiality level YpoBens cyiiecTBeHHOCTH

Measured mineral resources (reserves) OLieHeHHbIE 3ar1achl (MOJIE3HBIX HCKOMAEMBbIX )
Measured reliably HagesxHo orieHeHHBII

Measurement OrieHKa, U3MepeHue

Measurement of change Ornenka n3MeHeHHA

Merchandise Inventory ToBapHbIe 3anachbl

Merchandising company Toprosasi komnaHus

Merger Cnusinue

Merger accounting Y4eT mpu CIUSIHUN

Mineral property imy1iecTBeHHBIN KOMITJIEKC MECTOPOKICHHS ITOJIE3HBIX
MCKOITaeMbIX

Mineral resource Pecypchsl M0OI€3HBIX HCKOTTAEMBIX
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Mineral rights (interests) [IpaBa Ha pa3paboTKy Henp

Minerals ITone3nsie nckonaembie

Minerals in place [Tone3Hbpie HCKOTIaeMbIe B HEAPAX

Minimum lease payments MuHUManbHbIC ApEH/THBIC TIIATEKU

Minority interest Jloyis MEHBIIIMHCTBA

Mismatch risk Puck HecomocraBuMocT (HECOOTHECSHHUS)

Misstatement Vckaxxenue

Mitigating YMeHbIleHre (KOMITICHCAIMS BIUSHUS (aKkTopa)

Modified auditor's report MoaudunupoBaHHOE Ay TUTOPCKOE 3aKIIFOUCHHE
Monetary assets JIeHeKHbIE aKTHBbI

Monetary financial assets and financial liabilities JlenexxHbie (hHAHCOBBIC AKTHUBHI U
(bUHaHCOBBIC

00s3aTenbcTBa

Monetary financial instrument JleHeXHbII (PMHAHCOBBII HHCTPYMEHT
Monetary item JleHexHas cTaThs

Mortality protection CTpaxoBaHue Ha ciay4dail CMEpPTH

Mortgages MnoTeuHbie KpeauThl

Multy employer (benefit) plan [lencuonnslii Tu1an Tpymiel paboToaTenei
Mutual insurer Kommnanwust B3anMHOTO CTpaxOBaHUS

N

National practices HaronanpHasi mpakTuka

National standards HanmonanasHbIC CTaHIapTHI

Negative assurance OTpHIaTeIbHOE MOITBEPKICHUE

Negative goodwill OtpuniarenbHblil ryaBuILI

Net assets UncTbie aKTUBBI

Net assets available for benefits UncTble akTUBBI IEHCHOHHOTO TUIaHA

Net cash Huctble neHex)HbIE CpEICTBA

Net cash investment YUucTbsle 1eHEKHBIE THBECTULINHA

Net current assets UucTble TEKyIIHE aKTUBBI

Net deficit Uucterit nepunur

Net equity UucTblit Kanuran

Net income Yucras npubbuib (TepMuH ucnonsdyercs B CLIA,

cM. Takke Net profit)

Net investment in a foreign entity YucTble MHBECTHUIIMH B 3apyOeiKHOE MPEANIPHUSITHE
Net investment in a lease YncTble HHBECTULIUH B apEHAY

Net loss UncThlii yOBITOK

Net profit Huctast npubbLIb (TEPMHUH HCIIONB3YyeTCs B BenukoOpuranuu,
cM. Takxe Net income)

Net purchases UucTble TOKYIIKH

Net realisable value Bo3moskHast unctasi CTOMMOCTD MPOJIAXK

Net revenue approach ( to unit_of production depreciation) MeTos urcToro (HeTTO) 10X0/1a
(MpUMEHUTENBHO K

HAYMCIICHUIO aMOPTHU3AIIH MTPOMOPIIHOHAIEHO 00BhEeMY

IIPOIYKIIVH)

Net sales Uuctsle npoaaxxu

Net selling price YUucTas 1ieHa npojax

Net surplus YucTsliif n30bITOK, TpoGUINT

Neutrality HelitpanbHocTb

No entry Onepanusi He OTpaxaercs

Non_cancellable lease Heannynupyemas apenaa

Non_cash charges and credits 3aTpaThl ¥ MOCTYIUIEHUS B HEACHEKHOM popme
Non_cash item Hegenexxnas ctaTbs
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Noncommercial property IMyiiecTBeHHBIN KOMITIEKC HEKOMMEPUECKOTO 3HAUYCHUS
Noncompliance HecootrBercTBre

Noncontrolling interest HekonTpomupyemsiit uaTEpeC (amep.)

Non_current [fonrocpodnsiii (BHEOOOPOTHBIH)

Non_current liability Jlonrocpounoe 0053aTenbCcTBO

Non_operating interest [laccuBHoe 1o51eBoe ydactue

Non_producing reserves HepaspabaTsiBaeMbIe 3a1achl

Non_sampling risk Puck, He cBS3aHHBIH ¢ HCIIOJIB30BAaHHEM BRIOOPOYHOTO
MeTo/a

Normal capacity of production facilities HopmanpHast mpon3BoACTBEHHAS MOIITHOCTh
000py1I0BaHUs

Normal surplus_deficit HopmaibHbIl TpupocT/yOBITOK OT OOBIYHON JAEATEILHOCTH
Notes payable Cuera k omiate

Notes to the accounts [TosicHeHust K OTYETHOCTH

Notional amount YcnoBHast cymma

Novation/assumption reinsurance IlepecTpaxoBanue B MOpsaAKe HOBALUMU/TIPUHSITHS
00513aTeNbCTB

(0]

Objectivity OOBEKTUBHOCTh

Obligating event OOs3bIBato1Iee COOBITHE

Obligation O06s13aTeNBCTBO

Observation Habnronenue

Obsolescence MopaibHbIi H3HOC, ycTapeBaHUE

Occurrence Bo3HukHOBEeHHE

Occurrence risk Puck 4acToTsl CTpaXxoBBIX CITy4yacB

Off balance sheet item 3abanancoBast cTaTbs

Offset Bzanmo3auet

Oil and gas in place 3amacel HeTH U ra3a B Heapax

Oil and gas lease Apenia MecTOpoKIeHUS HEPTH U Taza

Oil and gas reserves 3anacsl HeTH U rasa

On account 3a cuer

On_balance sheet item banancoBas ctatbs

Onerous contract O6peMeHeHHBII JoroBOp

Opening balance HauanpHOe canbio

Operating activity OnepariuoHHas AesITeIbHOCTD

Operating costs OnepalnioHHbIE 3aTPaThI

Operating cycle OneparinoHHBINA UK

Operating expenses OnepalnoHHbIE PACXObI

Operating income OnepanuoHHBIN 10X0/T

Operating lease OnepanronHas apeHaa

Operating profit OnepannonHas npuobLUIb

Opinion MHueHue

Option Oniron

Option to acquire acreage OnIMOH Ha TpUOOpETEeHHE yyacTKa HeaAp

Option to acquire mineral rights Onunon Ha npuoOGpeTeHue npas Ha Pa3padOTKy
MOJIE3HBIX MCKOMAeMbIX

Ordinary activities OObr4Hast AESITEIHHOCTD

Ordinary share OOBIKHOBEHHAsI aKIIHS

Ore body Pyanoe teno

Ore reserve 3anacsl pyabl

Originated loans and receivables CymMa BbIJTaHHBIX 3aiIMOB M IEOMTOPCKOM 3a0JIKEHHOCTH
Other auditor [pyroii ayauTop
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Overlift (overtake, overproduction) IlepenponsBoacTBo

Owner_occupied property OObEKT HEIBIIKUMOCTH, 3aHUMAEMBbIN COOCTBEHHUKOM
P

Paid in cash Onnara geHexHbIMH CpPECTBAMU

Paid in capital OmtaueHHBIN KanmyuTa:

Par value HomunanpHast CTOUMOCTb, TAPUTET

Parent company MateprHcKasi KOMIaHHS

Participant of a retirement benefit plan YyacTHuK N€HCHOHHOTO IJIaHA
Participating contract / variable life insurance (with_profits policies) loroBop yuacTust
(ToTOBOP CTpaXxOBaHUS KU3HU C

y4acTHEM B MPUOBLIN CTPAXOBILUKA)

Partner (of an audit company) I[laptaep (aynutopckoit hbupmsr)

Past service cost CTOMMOCTb IPONLIBIX YCIYT paOOTHUKOB

Payables Kpeauropckas 3a10/5KeHHOCTb

Payments I[1naTexu

Pension plan settlement Pacder 1o neHcuoHHOMY TIIaHy
Percentage of completion method MeTos «110 Mepe TOTOBHOCTHY

Performance Pe3ynbraThl gesTebHOCTH

Performance statement OtueT 0 pe3ynbTaTax AesiTeIbHOCTH

Periodic inventory MeTo1 meproAMYecKoro y4era 3amacoB

Periodic system Cucrtema rnmepuou4eckoro yuera

Permanent difference ITocTossHHas pa3Huna

Perspective financial information [Iporao3nas ¢punancoBas HHGpOpMaLUs
Persuasive YOenurenpHbIN

Petroleum Hed1p u ra3

Physical unit_of production method Meton dusnyeckoro yuera 100b19u
Planning ITnanupoBanue

PPE, Plant assets (Property, Plant and Equipment), fixed assets OcHoBHBIE CpeicTBa
Plant assets disposals Bb10bITHE OCHOBHBIX CPEZICTB

Pledge 3anor

Policyholder CtpaxoBatenb, 3acTpaxoBaHHOE JIULIO

Policyholder Benefits (prospective) accounting model IlepcriekTuBHast MOAENb yueTa,
OCHOBaHHas

Ha BBIMJIATaX CTPAXxOBOT'O BO3MEIICHUS CTPaXOBATEIIO

Policyholder deposit (retrospective) accounting model PeTrpocriekTuBHas MOfIeNb y4eTa,

OCHOBaHHasi
Ha JIETIO3UTE CTPaXOBATEIS

Pooling of capital (interests) O0bequHeHNE KanuTana (MHTEPECOB)

Pooling of interests method MeTon koHcomuaanuu npu 00ObETUHEHUH UHTEPECOB
Population I'enepanbHas COBOKYIHOCTb

Portfolio basis MeTon moptdenbHON OIeHKH

Positive assurance [lonoxurenbHOe MOATBEPkKACHUE

Possible (mineral) reserves Bo3amoskHbI€ 3amachl MOJIE3HBIX HCKOTIAEMBIX

Post balance sheet events CoObITHS 1TOCTIE OTYETHOM 1aThI

Post_employment benefit Bo3narpaxxaenne mo okoOH4YaHHH TPYIOBOH JAEATEITHHOCTH
Post_employment benefit plan [11an Bo3HarpaxxaeHuit 1o OKOHYAHUH TPYAOBOU
JeSITeTbHOCTH

Potential ordinary share [ToTennnanbHbie OOBIKHOBEHHBIE AKITUU

Practice [IpakTuka

Predecessor auditor IIpeamectByromuii ayaurop

Predetermined application rate Y craHoBiIeHHBII 3apaHee 3asiBOYHBINA KypC

Premium deficiency Henocratounocts npemun
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Premiums CtpaxoBbie TpeMUH O TIOrOBOPaM CTPaXOBaHMS

Prepaid expenses Pacxozp! Oyynmx nepruoion

Prepaid insurance Pacxospr Oyayux mepuooB Ha CTpaXxOBaHUE

Prepayment IIpenomnnara

Pre production activity JlearensHOCTB 10 Havana T0OBIYU TTOJIE3HBIX HCKOITAEMBIX
Pre production costs 3aTparsl, IpOU3BEACHHBIE 10 HaYalla JOOBIYH MOJIE3HBIX
MCKOIaeMBbIX

Pre_production revenues J{0x0/1bl, HOTy4eHHBIE 10 Hayasa JOOBIYH MOJIE3HBIX
MCKOIaeMBbIX

Present value J[uckoHTHpOBaHHAS CTOMMOCTh

Present value of a defined benefit obligation [luckoHTHpOBaHHAS CTOMMOCTH 0053aTEIHCTB MO
HICHCUOH

HOMY IUJIaHY C YCTAHOBJICHHBIMH BBITJIATAMU

Presentation IIpencraBnenue (nHGpoOpMaLum)

Presentation and disclosure [IpencraBnenue u packpsiTie HHGOpMAIUN

Price risk I{enoBoit puck

Primary financial instrument ba3oBblii prHAHCOBBII HHCTPYMEHT

Principal auditor ['nmaBHbIi aynutop

Probabilistic approach BepositHocTHBII MeTO (1101X0/1)

Probable reserves BeposiTHbIe 3amachl

Proceeds [loctrynnenus

Produce (agricultural) Cenbckoxo3sicTBEHHAs MPOAYKIIUS

Producing reserves PazpabaTsiBaembie 3amachbl

Product financial arrangement ®uHaHCOBOE COTJIAlIEHHE O BBIKYIIE TOBapa
Production JIoObr4a (110JI€3HBIX UCKOTIAEMBIX )

Production cost [IpousBoacTBeHHas ceOECTOMMOCTD

Production in kind IIpoaykiust B HaTypaqbHOM BBIpaKEHUH
Production_sharing agreement (contract) Cormnaimienue (I0roBop) o paszaene npoayKiuuu
Professional conduct IIpodeccuonansHoe MOBEACHHUE ayTUTOPA

Professional services IIpodeccruonanbubie ycayru

Profit [Ipu6su1b

Profit and loss account CueT npuObuIeii 1 yOBITKOB

Profit before tax [IpuGbuIb 10 HAIOTOOOIOKEHUS

Profit from operations [Ipu6bsuib OoT oneparuii, IpuOBLIL OT OCHOBHOM J1es
TEIBHOCTH

Profit oil ITpu6suibHas HedTh

Project method IIpoexTHbIi MeTOT

Projected benefit valuation method MeTo/ o1ieHKH POrHO3UPYEMBIX BBITOJT
Projected unit credit method MeTton nporaozupyemMoii yCI0BHOM €IMHULIBI
Projection IIporHosupoBanue

Property and casualty insurance CTpaxoBaHre UMYIIIECTBA U CTPaXOBaHHWE OT HECUACTHOTO
ciyuas;

Casualty mro6oe cTpaxoBaHHe, KPOME CTPaXOBAHUS

KHU3HH, CTPAXOBAaHHsI UMYIIIECTBA OT OTHsI, MOPCKOTO

CTpaxOBaHUsI U CTPaXOBaHHS (PHHAHCOBBIX PHCKOB.

Property, plant and equipment OcHOBHBIE CpeCcTBa

Proportionate consolidation [IpomnopiinonansHOE CBEICHHE

Prospect Teppuropus u3bICKaHUI

Prospecting [TonckoBsie pabOTHI

Prospecting permit Pa3perienue Ha u3bickarenbckue paboTh

Prospective application IlepciekTuBHOE IPUMEHEHNE

Prospective financial information Oxxunaemasi puHaHcoBast HH(pOpMAIH
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Proved (un)developed reserves Jlokazannbie (He)pa3paOOoTaHHBIC 3aMACHI
Proved reserves JlokazaHHbIE (JOCTOBEPHBIE) 3a11achl

Provision Pe3eps

Provision for taxes payable Pe3zeps no nanoram k yruiare

Prudence OcMOTpHTENBHOCTD, OCTOPOXKHOCTH

Prudence concept [TpuHIIMTT OCMOTPUTENBHOCTH, OCTOPOKHOCTH

Public sector accounting Y4eT B rocy1apCTBEHHOM CEKTOPE IKOHOMUKH
Publicly traded company Kommanusi, akuun KoTopoit cBo00o1HO oOpamaroTcs Ha
OTKPBITOM PBIHKE IICHHBIX OyMar

Purchase account CueT mokymnkok

Purchase discounts Ckuaku rmpu moxkymke

Purchase method Metoa nokymku

Purchase of merchandise on credit [Tokymka ToBapoB B KpeIuT

Purchase order 3aka3 Ha mpruoOpeTeHue, MOKYIKY

Purchase price Llena nokymnku

Purchase returns and allowances Bo3Bpat u yiieHka KyIuIeHHBIX TOBapOB
Purchases IToxynku

Q

Qualification OroBopka (ayauTopckas)

Qualified asset KBanuuuupyemsblii akTUB; aKTUB, YAOBIETBOPSIOLIUI
KPUTEPHSIM

Qualified opinion YcI0BHO MOJOKUTEIbHOE MHEHHE (MHEHHE C OTOBOPKAMH)
Qualitative KauecTBeHHBIH

Quality control KonTposs kauecTBa

Quantitative KonudecTBeHHBIH

Quarrying Pa3paboTka (1oJie3HbIX HCKOIMAEMBIX ) OTKPBITBIM CIIOCOOOM
Quota share reinsurance KBoTHoe nepectpaxoBaHue

R

Ratio estimation OnenouHoe 3HaueHue K03 HUIeHTa

Raw material Coipbe

Realisable cost BoaMoxkHast CTOMMOCTB peanu3anuu

Realisable value Bo3aMoskHast CTOMMOCTB TPOAaK

Realised / unrealised gain PeanuzoBannasi/Hepeann3zoBaHHas NpUObLIb
Reasonable assurance JlocTarouHast yBepeHHOCTh

Reaudit TToBTopHbIil ayaut

Receivables /lebutopckas 3a101KEHHOCTb

Recognition [Ipu3nanue

Recognition and measurement [Ipu3Hanue u olieHKa

Recognition criteria Kpurepuii npuznanus

Recompletion IlepeoGopynoBanue cKBaKMHBI

Reconciliation Cepka, BbIBepKa

Recording OTpaxeHue B yuere, 3a1uch

Recoverable amount Bo3memniaemasi cymma / CTOUMOCTb

Recoveries from salvage ITocTyruienust oT peaiuzanuy MOBPekI€HHOTO
3aCTPaXxOBaHHOTO UMYIIECTBA, IEPEIICIIIEro

B COOCTBEHHOCTh CTPaxOBOM OpraHu3aluu

Redemption of the long_term loan Iloramenue qoar0CpPOYHOTO KpeauTa
Refuse to recognize OTka3arbcs OT IPU3HAHUS

Reinsurance premium IlepectpaxoBouHas npemust

Reinsurer [lepecTpaxoBuyk

Related parties CBsizaHHbIE CTOPOHBI

Related party disclosures Packpritue nadopmarm o cBI3aHHBIX CTOPOHAX
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Related party transaction Omnepariuu Mexay CBSI3aHHBIMUA CTOPOHAMHU

Related services ConmyTcTBYyIOIIME YCIYTH

Relevance YmecTHOCTB

Reliability Hanexxnoctb

Removal and restoration costs 3aTpaTbl 10 OUUCTKE U BOCCTAHOBJICHUIO TEPPUTOPUN
Rent expense Pacxonb!l Ha apeH1y

Repairs expense Pacxoibl Ha peMOHT

Replacement cost (of an asset) 3aTparbl Ha 3aMeHy (aKTHBA)

REPO (repurchase agreement) [Jlorosop PEIIO, cormnamenue o nmpojaxe ¢ 0OpaTHOU
MOKYIKOH

Reverse repurchase agreement JloroBop o6paraoro PEIIO, cornamenue o mokymnke
¢ 00s13aTeabCTBOM 00paTHON IPOAAKU

Reportable segment OT4eTHBIN CETMEHT

Reporting accountant byxrantep, cocTaBiIsIFOIINI OTUETHOCTD

Reporting currency Otdetnas Bajitora

Reporting date OT4yerHas gara

Reporting enterprise OT4uTHIBAIOMIASCS KOMITAHHS

Reporting on a net basis OT4eTHOCTh Ha HETTO OCHOBE

Reporting period OTueTHbIi TIeproO

Repurchase agreement Jloroop PEIIO, cornamenue o npojaaxe ¢ oOpaTHOi
MOKYIIKOH

Research UccnenoBanune

Research and development costs 3atparsl Ha HccIeI0BaHUS U pa3padOTKH, 3aTpaThl HA
HAYYHO HCCIJIEIOBATENLCKHUE U OMBITHO KOHCTPYKTOP

ckue pazpadorku (HUOKP)

Reserve for warranty liability AHHYyIMpOBaHUE rapaHTUITHOTO 0053aTEILCTBA
Reserve recognition accounting (RRA) Yyer npusnanus pezepsa

Reserve replacement ratio (RRR) KoaddurmenT 3amemenus pezepBos

Reserves ®@onib! (pe3epBbl)

Reserves behind the pipe 3anace! «BHe TpyObI»

Reserves in place 3anacse! (110J1€3HBIX HCKONAEMBIX) B HEAPAX

Reserve to production ratio OTHOlIEHHE pa3BeJaHHbIX 3a1aCOB K TO10BOMY 00BEMY
JOOBIYN

Reservoir Komnekrop, 3anexu (OIE3HBIX UCKOTAEMBbIX )

Residual claim on total assets OctarouHasi 705 B aKTUBax

Residual value (Salvage value) JIukBumannonHast CTOMMOCTb

Restatement Ilepecuer

Restoration costs 3aTpaTsl 10 BOCCTAHOBJIEHUIO TEPPUTOPHH

Restructuring Pectpykrypuzanus

Retail method Metoz yueTa o po3HMYHBIM LIEHAM

Retained earnings Hepacnpenenennast mpuoObLIb

Retirement benefit plan IlencuoHHBIH TIIaH

Retirements Cniucanuie (OCHOBHBIX CPEJICTB)

Retrospective application PeTpocnekTnBHOE mpUMEHEHNE

Return of merchandise Bo3BpaT npoaaHHbIX TOBapoB

Return on investment J{oxoa Ha HHBECTHUIIUIO

Return on plan assets /Ioxo/p1 Ha aKTHUBBI IEHCHOHHOTO TIJIaHA

Returns on equity securities (dividends) Jloxo/isl Ha A0JEeBBIC IIEHHBIE OyMaru (JUBUICHIBI)
Returns on loans (interest) /loxonpl o ccyaam (IIpOLEHTHI)

Revaluation ITepeonenka

Revaluation reserve Pe3eps nepeorienku

Revaluation surplus IIpupocT cTouMocTy UMYyIIECTBA OT MEPEOLICHKH
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Revalued amount of an asset [lepeorieHeHHast CTOMMOCTD aKTHBA

Revenue Bripyuka (amep. — noxon )

Reversal of impairment loss PeBepcupoBanue (BoccTaHOBICHHE) YOBITKA OT 00CCIICHEHUS
Reversal of temporary difference PeBepcupoBanue (BoccTaHOBIICHNE) BPEMEHHOMN pa3HUIIBI
Reverse acquisition O0paTHast MoKyIka

Review engagement 3aganue mo 0630py

Reward associated with a leased asset Bo3narpaxaenue, cBs3aHHOE ¢ apeHI0M aKTHUBA
Reward associated with financial asset Boznarpaxxaenue, cBsizaHHOE ¢ (PUHAHCOBBIM aKTHBOM
Right to mine contract /lJoroBop o mpaBax Ha pa3pabOTKy

Risk associated with a leased asset Puck, cBsi3aHHBIN ¢ apeH/I0H aKTHBA

Risk service contract (agreement) KOHTpakT ¢ MUHUMaJIbHOM rapaHTHEN BO3MEILICHUS
((puckoBBIit) JOTOBOP 00 OKa3aHWUU YCIIYT)

S

Salaries expense Pacxo/pl Ha oruiaTy Tpyna

Salaries payable 3aomKeHHOCTD 110 OIJIaTe TPy

Sale and leaseback transaction I[Ipogaska ¢ oOpaTHOl apeH10H (JIM3UHTOM)

Sale of merchandise on credit IIpomaxa ToBapoB B KpeauT

Sales IIponaxu

Sales discounts Ckuaku pu mpojaxe

Sales method Metox nmpomax

Sales of goods and services I[Ipomaxka ToBapoB u yciryr

Sales returns and allowances Bo3Bpar u yiienka npoJjaHHbIX TOBapOB

Sales revenue Bripyuka oT npoaaxu

Sample size Pazmep BrIOOpKH

Sampling error OmrOka BEIOOPKH

Sampling risk Puck BeiOopouHoro meroga

Sampling unit DnemMeHT BBIOOPKH

Schedule of an audit Pacnincanue / rpaduk ayuTOpcKoit IpoBEpKU

Scope limitation OrpaanyeHne oobeMa

Scope of an audit O6bem ayaura

Second request [ToBTOpHBII 3ampoc

Section Cekuus

Securities held for resale Llennbie Oymaru ass nepenpoaaxu

Segment assets AKTUBBI ceTMEHTa

Segment expense Pacxompl cermenTa

Segment information Mudopmarus no cermeHtTam

Segment result Pe3ynpTaT cermenta

Segment revenue Beipyuka cermenTa

Selling costs 3aTpatsl o cObITY (Ipoaaxe)

Selling expenses Kommepueckue pacxoas! (pacxo/sl O Mpoiaxe)

Service (risk) contract (agreement) KorTpakT (coraienre) Ha Ipe1oCTaBIeHUE yCIyT
(C pCKOM) WJIM CEPBUC_KOHTPAKT

Service assets BcmomorareiabHble aKTHBbI

Service revenue Bripyuka OT peanusamuu yciyr

Set off 3auer

Settle net OcymiecTBUTh 3a4€T BCTPEUHBIX TpeOOBaHUN

Settlement YperynupoBanue, morameHue

Settlement of employee benefit obligations Pacuer o o6s3aTenbcTBaM NEHCHOHHOTO TIaHA
Settlement date Jlata pacuetoB

Settlement value CTonmocCTh morarieHus

Severance tax Hasor Ha 10oOBITEIE TOJIE3HBIE NCKOIIAEMBIE

Severity risk Puck pazmepa cTpaxoBoro Bo3MeneHHs
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Share capital AKITMOHEpHBIN KarmuTas

Share premium DMUCCHOHHBIN TOXO/I, TPEMUS HA AKITUIO

Shareholders' equity (interests) CoOCTBEHHBIN KarmuTasl

Shares outstanding Akuuu B oOpariieHuu

Sharing arrangement (pooling of capital) JloroBop o pa3zzene (cinusHue KanuTaa)
Short seller [IpoaaBen 1ieHHbIX Oymar, UTPAIOIIMNA Ha TOHMKEHHE

Short term employee benefit KparkocpouHoe Bo3HarpaxjaeHue paboOTHUKAM
Significance 3naunMocTh

Significant influence 3HaunTensHOE BIUSHUC

Single premium contract JIoroBop ¢ eIMHOBPEMEHHOM YIIJIaTOW CTPAXOBOU MPEMUHN
Small entity Manoe npeanpusitie

Solvency IlnarexecmnocoOHOCT

Special purpose auditor's report OTueT ayauTopa 1o crnenuaabHOMY 3aJaHHI0
Specific identification method CriennanbHbIit BACHTH(HUKAITMOHHBIA METO/T
Standard cost HopmaTtuBHas ce0eCTOMMOCTB, 3aTPaThI

Standard measure of oil and gas reserves HopmaTuBHas orieHka 3anacoB He()TH U ra3a
State (employee benefit) plan ['ocyzapcTBeHHBII (IEHCHOHHBIN) TIAH
Statement of cash flows OTueT 0 IBUKEHUU JICHEKHBIX CPEJICTB

Statistical sampling CtaTuctudeckas BBIOOpKa

Stock Llennast 6ymara

Stock count MuBenTapusamnus

Stockholder owned insurer AkiinoHepHasi CTpaxoBast KOMIIaHUS

Straight line (depreciation) method JIuneliHbI MeTOT (AMOPTH3AITHN)
Stratification Ctpatudukanus

Subrogation CyOporarusi, mepexoj K CTpaxOBIIUKY IPaB CTpaxoBa

TeJIsS Ha BO3MEIICHHUE yiiepoa

Subsequent event [Tociienyroniee coObITHe

Subsidiary JlouepHss komnaHus

Substance over form IIpuopurer cogepxkanust Hag Gopmoit

Substantiated I[ToaTBepax1eHHBIH T0Ka3aTeNbCTBAMU

Substantive procedure [Iporieaypa npoBepk# 1Mo CymecTBy

Successful efforts accounting Yuer no cebecTonMocTu ycnemHsIx padoT (MeTo yuera
PE3yIBTATUBHBIX 3aTPAT,«ITPOYKTUBHBIX CKBAKUH))

Sufficiency /loctaTounocTsb

Summarized financial statements O60011eHHas (uHAHCOBAsI OTYETHOCTD
Sum_of the year digits (depreciation) method Metoa amopTu3amyu 1Mo cymMme uncia JeT
Cpoka

MOJIE3HOT'O MCTIOJIb30BaHMS

Supervision HerocpeacTBeHHBINH KOHTPOIIb

Supplier [TocraBuiuk

Supplies Marepuans

Supreme audit institution Beiciuii opran ayaura

Surplus N36b1TOK, TpoduuT

Surviving annuitant J{o>xuBIIMii oay4aresnb aHHYUTeTa (AHHYUTEHT)
Suspence sale Caenka ¢ OTI0KEHHOU MPOaaKen

Synthetic financial instrument CunTeTnueckuii GMHAHCOBBIN MHCTPYMEHT

T

Take or pay contract JloroBop, 00s3bIBatoIINif MOKYyNATENs IPUHATH TOBAP
WM BBIIJIATATH HEYCTOWKY

Tax allocation Pactipenenenue Hanoros

Tax base of asset or liability Hamorosas 6a3a aktuBa mim 0053aTebCTBa

Tax expense Pacxob! 1o Hajory
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Tax liability O6s3aTenscTBa IO HAJIOTaM

Tax loss Hanorosslii yosITOK

Tax loss carryback IlepeHoc HanoroBoro yObITKa Ha MPOILILIA MTEPUOT
Tax loss carryforward HaoroBslii yObITOK, IepeHECEHHBIN Ha OyayIiue me
PHOIBI

Tax on income Hanor Ha npuObLIh

Taxable profit Hamoroo6siaraemas npuobL1b

Taxable temporary difference Hanoroo6iiaraemast BpeMeHHast pa3HuLa
Taxes payable 3a105K€HHOCTB IO HAJIOTaM

Temporal method Bpemennoit meton

Temporary / timing difference Bpemennas pa3zuuna

Temporary investments Kparkocpo4Hbie HHBECTUIIUT

Term life insurance CtpaxoBaHue KU3HU Ha CPOK

Termination benefit Beixomasie mocoous

Test count KoHTpoJIbHBINM MOACUET

Tests of control TecTbl KOHTpOIISI

Time period assumption JlonmymieHre MepuoOIAIHOCTH

Timeliness CBoeBpeMEeHHOCTb

Title insurance TutynpHOE CTpaxoBaHHe

Title to assets [IpaBo COOCTBEHHOCTH Ha aKTHBBI

Tolerable error [lomyctumas ommbka

Tolerable misstatement JlonycTumoe nckaxeHue

Total operating expenses O01ast BeTMUnHA OMEPAIIMOHHBIX PACX0JI0B
Trade date JlaTa 3aKIi04eHUS CACIKH

Trade liability 3ago/mKeHHOCTD Mepe/] MOCTABIIUKAMHE U TIOAPSTINKAMU
Trade receivable 3aomKeHHOCTD MOKYIIATENEH U 3aKa3YHKOB

Trading securities ToproBsie IieHHBIC OyMaru

Transaction Crenka

Transaction costs 3aTpaTsl 1O CIEIIKE

Transaction_based accounting IToonepanioHHbIi yueT/y4eT Ha OCHOBE C/IETIO0K
Transitional liability (defined benefit plan) Ilepexonnsie 00s3aTenbcTBa (110 HEHCHOHHOMY
TUIaHy

Ha OCHOBE TPYJIOBOTO y4acTus)

Treasury stock CoOCTBEHHBIE BBIKYIIJIEHHBIE aKIIMU (JOJTH)

Trend analysis AHanu3 TeHICHIIHIA

Trial balance ITpoOHBIif (MpoBepoUHBIiT) OaaHC

True and fair view / fair presentation /{octoBepHoe u 00beKTUBHOE MPEICTABIICHNE
Trust activities Onepanyu JOBEPUTEIBHOTO YIIPaBICHUS

Trustee JloBeprUTENBHBIN YIIPABISAIOIINAN

Turnover O6opor

U

Uncertainty HeonpeneneHHOCTb

Underlift (undertake) HemocraTtounast no6sr4ua (He1000p)

Underlying OcHoBooOpa3yrommii

Understandability ITousTHOCTD

Underwriter Anaeppaiitep

Undeveloped reserves HeocBoenHbIe 3amachl

Undivided interest Henenumoe nomneBoe ydactue

Unearned finance income He3zapaboTtanHblii ((MHAHCOBBIHN 10X0/]
Unearned premium He3apabortannas npemust (PHII — pe3eps He3apabo
TaHHOM MPEMUHM )

Unearned rent ApenaHasi ruiata, mojiydyeHHas aBaHCOM
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Unearned revenue He3zapabotannabie 70X0AbI (0X0IbI OYAYIIUX TIEPHOIOB)
Unevaluated preproduction costs HeonieneHHbIe TpeIdKCIUTyaTalluOHHBIE 3aTPAThI
Unexpired premium [Ipemus 3a HeMCTEKIINIA IEPUOT CTPAXOBAHUS
Unexpired risk Hercrexmmii puck

Unfunded benefit plan HedhonaupoBaHHbII IEHCHOHHBIHN TUTaH
Unguaranteed residual value HerapantupoBanHas JINKBUAAIIMOHHAS CTOUMOCTh
Unit Eqununa (mpoayKium)

Unit cost CebecToMMOCT eTMHUIIBI POTYKIINN

Unit of account Equnuia yuera

Uniting of interests O0beTMHEHNE HHTEPECOB

Unitisation [leHTpanu3oBanHas SKCIUTyaTarus (MECTOPOKICHUS)

Unit_of production method Cricanue cTOUMOCTH TTPOMTOPIIMOHAIEHO 00BEMY
IPOM3BOJICTBA NMPOIYKIIUU

Units and goods available O0miee konm4ecTBO TOBapOB

Units of activity O0beM mpoayKuuu

Units_of activity method Meroa cricanust mponopiruoHAIbEHO 00beMY MPOIYKITUN
513

['moccapuii pUHAHCOBBIX TEPMUHOB U BBIPAKCHUIN

Universal life contract /loroBop yHHBEpCaIbHOTO CTPaXOBAHUS )KU3HU
Unproved reserves Henokazannble 3anachl

Unqualified opinion be3yciioBHO MON0XHUTEIbHOE MHEHHE

Useful life Cpok none3Horo ucmnoiab30BaHus

\%

Valuation Onenka

Value at risk CToumocTs, moiBep:KkeHHast PUCKY

Value in use [{leHHOCTB OT HCITOJIL30BAHHUS

Value in use concept Konnenmus IeHHOCTH OT MCITOJIb30BAHUS

Variable contract JloroBop cTpaxoBaHHs ¢ IEPEMEHHON CYMMOi

Variable costs [lepemennsle 3aTpaThl

Variable production overheads [lepemMeHHbIE TPOU3BOCTBEHHBIE HAKIIAJHBIE PACXOJIBI
Variable sampling 13mensiemast BbiOOpKa

Variance BenuunHa OTKIOHEHUS

Venturer YuacTHHK (COBMECTHOU J€SATEIBHOCTH)

Verification [ToaTBepxxaenue

Vested employee benefit ['apanTupoBanHas neHcus

Voucher Bayuep; noarBepxaaromuii JOKyMeHT

W

Wages payable 3a101keHHOCTS 110 OIIaTe Tpyaa

Walk through test CkBo3Hast mpoBepka

Warrant Bappaunt

Warranty expense Pacxoibl o rapanTuitHoMy 00CITyKUBaHUIO

Wasting natural resources VcTommmMblie mpupoHbIE peCypChl

Weighted average cost CpenHeB3BelieHHass CTOUMOCTh

Weighted average cost method MeTton cpeHEeB3BEIIEHHON CTOUMOCTH
Weighted average number of ordinary shares outstanding during the period
CpenHeB3BEIIEHHOE KOJIMYECTBO OOBIKHOBEHHBIX aKI[Hii

B 00OpallleHnu 3a Nepuos

Whole_life contracts JloroBopbl MOKU3HEHHOT'O CTPaXOBAHUS

Work in progress HezaBepiiieHHOE TpOHU3BOICTBO

Working capital O6opoTHbIe cpecTBa

Working papers Paboune 1oxymMeHTHI

Workovers KanutansHblii peMOHT (CKBaXKHH)
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Write down on an item by item basis [TooObekTHas ylieHKa, TOOOBEKTHOE CITUCAHNE
Write off Crincanue

Write up IloBeilieHre CTONMOCTH

Y

Yearly term reinsurance IlepecTpaxoBaHue Ha TOAMYHBINA CPOK

Z

Zero balance model (cost recovery basis) Mozaenb HyieBOro ocrarka ( Ha OCHOBE TOKPBITHS
3aTpar)

Zero budget model bromkeTupoBanue ¢ Hys (MOJIeIb OFOPKETHPOBAHMSI,

IIPU KOTOPOI KaXKIbIi TOJ1 pelaeTcst BOIpoc

MIPOJIOJKATH UM HET (PMHAHCUPOBAHUE TOTO WIIH

HWHOTO MTPOCKTA)
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