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This guide is one of a series of publications and other resources from
Deloitte Touche Tohmatsu intended to assist usersin understanding
International Financid Reporting Standards. These include:

International
Accounting Standards:
A Guideto Preparing
Accounts

Internationa Financia
Reporting Standards —
A Practicd Guide

IAS Plus Newdletter

www.iasplus.com

Finandal Instruments
—Applying IAS 32 and
IAS39
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GAAP Differencesin
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GAAPIinthePeople's

Republic of China
IFRS in your Pocket

3rd Edition. Written by Déloitte & Touche,
United Kingdom. Published by ABG
Professional Information: www.abgweb.com

3rd Edition. Model financia statements and
presentation and disclosure checklist
prepared under International Financia
Reporting Standards.

A quarterly newdetter on recent
developments in International Financial
Reporting Standards and accounting updates
for individual countries. To subscribe, visit
our IAS Pluswebsite.

Our 1AS Plus website provides up-t o-date
news on |ASB developments as well as

summaries of standards and interpretations
and reference materias for download.

Related summaries, guidance, examples, and
US GAAP comparisons.

Explanation of differences between
International Financial Reporting Standards
and USGAAP.

Explanation of differences between
International Financia Reporting Standards
and Chinese GAAP.

Not just this booklet in English, but aso
tranglations intoFrench, Spanish, Polish,
Danish, Finnish, Chinese, and other

languages.

You can find links to these and many other IFRSrelated publications at
www.iasplus.com/dttpubs/pubs.htm.
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This publication has been written in general terms and is intended for general
reference only. The application of its contents to specific situations will
depend on the particular circumstances involved. Accordingly, we
recommend that readers seek appropriate professional advice regarding any
particular problems they encounter. This publication should not be relied on
as a subdtitute for such advice. Deloitte Touche Tohmatsu will be pleased to
advise on any such problems. While all reasonable care has been taken in the
preparation of this publication, Deloitte Touche Tohmatsu accepts no
responsibility for any errorsit might contain, or for any loss, howsoever
caused, that happens to any person as a result of their reliance onit.



FOREWORD FROM OUR CEO ()

Today, the world' s capital markets know no borders. The participantsin
those markets need high quality, transparent, and comparable financia
information to enable them to make sound economic decisions. For over
30 years, the International Accounting Standards Board and its
predecessor, the International Accounting Standards Committee, have
been working to develop, in the public interest, a single set of high quality,
understandable, and enforceable International Financia Reporting
Sandards (IFRS) to serve equity investors, lenders, and other information
USers.

Thisthird edition of IFRSin your Pocket is aterrific guide to help you
know and understand IFRS and how they are being adopted around the
world. We've seen significant progressin recent years:

U Thelnternationa Organization of Securities Commissions has
recommended that the world' s securities regulators permit foreign
issuersto use IFRS in preparing financid statements for cross-border
offerings and listings.

U TheEuropean Union isrequiring IFRS in the consolidated financia
statements of virtually all listed companies starting in 2005. This
applies not only to the 15 EU member states but also to the three
European Economic Area states and to the 10 additional countries
that have been approved for EU membership starting in May 2004.

Q Many other countries are replacing their national GAAP with IFRS
for some or dl domestic companies including, in the past year aone,
Bulgaria, Estonia, Jamaica, Kyrgyzstan, New Zedand, Nicaragua,
Russia, Tgjikstan, Tanzania, and Ukraine.

Other countries have adopted policies of approving IFRS word for-
word (or very close to that) as their national GAAP, including
Australia, Hong Kong, and Singapore.

Often, thetransition to IFRS requires greet effort. | believe those efforts
will be rewarded with greater economic vitality and productivity. Global
business requires a globa capital market. The foundation of that market
will be good governance, good laws, and a st of globaly accepted
accounting standards. A single set of accounting practicesis a precursor
to atruly global market.

With the increased focus on IFRS and the growing number of companies
that must adopt |FRS within the next few years, you'll find IFRSin your
Pocket to be auseful guide. By summarising the key information about
IASB standards and interpretations, the guide provides you with an
excellent introduction to an exciting new language — one that soon may be
apart of your daily life.

William G. Parrett

Chief Executive Officer
Deloitte Touche Tohmatsu
May 2003

) WHY IFRS? WHY NOW?

“Developments over the past year and more have strongly reinforced the
logic of achieving and implementing high-quality international accounting
standards. In an age when capital flows freely across borders, it smply
makes sense to account for economic transactions, whether they occur in
the Americas, Asa, or Europe, in the same manner. Providing improved
transparency and comparability will certainly help ensure that capital is
alocated efficiently. Not so incidentally, generally accepted international
standards will reduce the cost of compliance with multiple nationa
standards.

“1 do not think it reasonable today, if it ever was, to take the position that
U.S. GAAP should, de facto, be the standards for the entire world. Rather,
the International Accounting Standards Board, whose oversight Trustees |
chair, is now working closely with national standard setters throughout the
world to develop common solutions to the accounting challenges of the

day. Theam isto find a consensus on clearly defined principles, and | am
ddighted that the American authorities appear sympathetic to that
objective.”

Hon. Paul A. Volcker
Chairman, |ASC Foundation Trustees

Speaking on “ Accounting, Accountants, and Accountability in an
Integrated World Economy”

at the World Congress of Accountants

Hong Kong

19 November 2002



CONTENTS ) ) OURIASPLUSWEBSITE

§

Deloftte
Touche
mm Tohmatsu

L T T ey Py

Our |AS Plus Website
Abbreviations

1 My NOF: B dmarialh roocs SRS A A sireial ragerfiag el LASH St
T B e Dot boi i catormled 5 )i, e o b o i sl it

i ey el y § A s ed e A i o i U ] ity g el R T

i -llrﬂ Fl--\mi: Hl:" Ayt B mEREF,

IASB Structure and Contact Details
IASC and IASB Chronology

Use of IFRS Around the World
Members of the |ASB

it i

T Mgy BT CAF FEC matsd ey GAaped o Jla¥ Socdamilieg Buteln
The T B s e e 00T Ao, Erloten i 183 lq-l-wum-mc-.-fa.l o -
Aqwarting Ballcting. AR apitoie bol o ol Foreigo e gl THE 107 e =

Home Page
Feiniml Miammin g
Wednmid iy, 16 My
gy oo

Tharehim i A S
w el prurtina of tht gilinisd provicaily wihaled i e colficmen o TARM. Wiy ol fe L5 Medng Hatne
m thastgts Eons tha pbocaon o Fosasl Ko ki iebidbantars o chigiais wlborms
Ausbimaiorduth
P e
Ereroh ey B

ooty ot b an wed g Codaress o mdmaskcay Thek for Link rn XA 333 Ths SEC
Kot e wpedried i KMGIASE Filiieg Mual. FDGAF i tha Comrstn's T hrss: Dinds,
Matierag md Bariavel ror
Foaawdan 3002

1 Fernign onery wem recarad ts L seomosc iy oweyg

Effective Dates of Recent Pronouncements

13 My 0T S Wb e by G Frips bbb oy e s WD
s tha Cnsch Bapabic sy fiore S003, 8 Bl ounparat vt i uapain
h.:-n'-!.wcl.u-mlmn & pnlncary weh RS Tor oot bted nodgaaita —
shiout § e thas s oa e wam bosnd of e Prags Sk Exchags TS

fracrisl AsETaTIY WE R Hopmnd
.
e L ? 1 ey BT, W ol s SO0 A0, b disaiey! ?

Key Information on Current IFRS

i
E

Current |ASB Projects

W thuale that pebd todl e amtrpoead ilre for Teiny Ay the et 50 s
Pletaid cire back ofles

Useful Contact | nformation

Teak AT My BN Wi ST B4 s ddaiinia himt afehly A B RS
IASPlusQuarterly Newsletters o I s e e s, T o et ree) o e i)
ey el kel e - e thet it E
m el it bl B ol riMwET Lk adhar TFRS

N33 daRBBE © o wo

About Deloitte Touche Tohmatsu

w corgar el b e o ot TR o0 O CAAR o e Aatim commbcid o T
o JP12 Sravcal ptuews i, wiady A Leted ALSTE W C it . S Ol
o e i g T CIAAT of the Auste rude Shweig i 20 24 E
rorpasisn, mrhsing A an e cnparn, wrliks regared i w IFRE
W‘EL“‘T B ley 00T, I wl il waiiags afda 3 for e o Barae
L Thet Bsrcpsn Craraminseans bias priiok v [ntrrnad Mkt Sy JOUE 10046
b e FIIF 20K, &tk e B i e Larmrmal Wiadest srork bacier. Poatt § -
e coadncar e bamss — oaw that the Earopasn Comauane s wllragesn
P T TV e st v 1 b et 1 beforn ey b madirisd o wie o Eavipa
A B ducx g Bugralwory Comrarinas ba b asiskishad For ot propasn

b o bl | ey
i e, e e "4, weastiy scmiec Pagubens raquiin of EUM i cons (s peps ) ool
V] s =, P S g A o i O B T i T AL O Capal
PR T — S i sbbiated by e kel Aol Tliededl Rl b sl

M EEROIN W ToRr by k-1 B WAL [N W e 0 e ol

GwEg s Regasson ripelsis Fiat B 0 b sppied B e B sl san ke b be
Deloltte ‘. T e e CarwmaT Ine Extrmg 65 el be andoens curmg JTIE, preded thd o noe
Touche o s, b mprop e e ior e

iy MO Carawipends wak P08 g g
Tha Acroacimg Tusdsids Board of Topas [AZHD b s urae wed e CUAKDE

. LR s Haaan |.M.'h-H by e Demmasionsd Fores For Accoramusy
cams it il Japer ey " e whach -4 Bot ety st
tor covange itk LAS® T AR it conmermnd thud i ropeon “maghi Camre womes narary
cordaion dhoer o famcy o2 cormgrane’ o rherent dembased m dhe 5 Bpal 3003
wanetry of e [A5H and 20 ke e derd orters m Lordeon ard pestrd oniche ASET wmetome
i AR e oot armarnsam b mitrsgoral =andards o8 prEmare soreim e eprs
veversl o iy reoeei visndedy se "weie” b FRA Ol For e coapine ARE) Siniemeni

Deloitte Touche Tohmatsu's www.iasplus.com website provides
comprehensive information about international financial reporting in
generd and IASB activities in particular. Unique features include:

Updates on accounting activity in over 30 countries.

Many IFRSrelated publications available for download.

Model IFRS financia statements and disclosure and presentation
checklist.

An electronic library of several hundred IFRS resources.

All Deloitte Touche Tohmatsu comment lettersto |ASB.

Links to severd hundred international accounting websites.
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ABBREVIATIONS ) |ASB STRUCTURE AND CONTACT DETAILS

The following abbreviations are used in this publication: Current IASB Structure
EEA European Economic Area IASC FOUNDATION
19 Trustees. Appoint, Oversee, Raise Funds
EC European Commission
EFRAG European Financial Reporting Advisory Group i f
EU European Union BOARD 12 Full-Time and 2 Part-Time Members
- ) Set Technical Agenda. Approve Standards,
FASB Financial Accounting Standards Board (US) Exposure Drafts, Interpretations
GAAP Generd ly Accepted Accounting Principle(s) v A A v
INTERNATIONAL
IAS International Accounting Standard(s) SULNDL B ANEVLEIORY FINANCIAL REPORTING
COUNCI L 49 Members | INTERPRETATIONS
IASC International Accounting Standards Committee COMMITTEE 12 Members
IASB International Accounting Standards Board ADVISORY GROUPS =———3 Appoints
IFAC International Federation of Accountants For Major Agenda Projects Reports to
..................... > Advises
IFRS International Financial Repating Standard(s)
. ) . . . IASB Contact Information
IFRIC International Financial Reporting Interpretations
Committee of the IASB International Accounting Standards Board
) o . o 30 Cannon Street, London ECAM 6XH, United Kingdom
I0SCO International Organization of Securities Commissions

Genera Enquiries
SEC Securities and Exchange Commission (US) Telqephone +44-20-7246-6410

; ; : ; Fax: +44-20-7246-6411
SiC I nterpretation(s) issued by the Standing Interpr etations S ;
Com?nittee Of(ﬂ)-]e| ASB Y g e General Email: iash@iasb.org.uk
Office Hours. Monday -Friday 08:30-18:00 London time

Website: www.iash.org.uk

Publications Department Orders and Enquiries:
Address: Same as above
Telephone: +44-20-7332-2730
Fax: +44-20-7332-2749
Publications Email: publications@iash.org.uk
Office Hours: Monday -Friday 09:30-17:30 London time

Chairman and Senior Technica Officers:

Sir David Tweedie | IASB Charman dtweedie@iash.org.uk

Kevin Stevenson Director of kstevenson@iasb.org.uk
Technica Activities

Wayne S. Upton Director of wupton@iash.org.uk
Research

www.iasplus.com 7 8 www.iasplus.com




IASC and IASB CHRONOLOGY (J}

1973

1975

1982

1989

1994

1995

1996

1997

1998

Agreement to establish IASC signed by representatives of the
professona accountancy bodies in Australia, Canadg, France,
Germany, Japan, Mexico, Netherlands, United
Kingdom/Irdand, and United Stetes.

Steering committees appointed for IASC’ s first three projects.

First final 1AS published: IAS 1 (1975), Disclosure of
Accounting Poalicies, and I1AS 2 (1975), Valuation and
Presentation of Inventoriesin the Context of the Historical Cost

System.

The IASC Board is expanded to up to 17 members, including
13 country members appointed by the Council of the
International Federation of Accountants (IFAC) and up to4
representatives of organisations with an interest in financial
reporting. All members of IFAC are members of IASC. IFAC
recognises and will look to IASC as the globa accounting
standard setter.

European Accounting Federation (FEE) supports int ernational
harmonisation and grester European involvement in IASC.
IFAC adopts a public sector guideline to require government
business enterprises to follow 1AS.

Establishment of IASC Advisory Council approved, with
responsibilities for oversight and finances.

European Commission supports the agreement between IASC
and International Organization of Securities Commissions
(IOSCO) to complete core standards and concludesthat IAS
should be followed by European Union multinationals.

US SEC announces its support of the IASC's objective to
develop, as expeditioudly as possible, accounting standards that
could be used for preparing financial statements used in cross-
border offerings.

Standing Interpretations Committee (SIC) isformed. 12 voting
members. Mission to develop interpretations of IAS for fina
approva by the IASC.

Strategy Working Party is formed to make recommendations
regarding the future structure and operation of IASC following
completion of the core standards.

IFA C/IASC membership expands to 140 accountancy bodiesin
101 countries.

IASC completes the core standards with approvad of 1AS 39.

www.iasplus.com
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) |ASC and IASB CHRONOL OGY

1999

2000

2001

2002

2003

1C  www.iasplus.com

G7 Finance Ministers and IMF urge support for IASto
“strengthen the international financial architecture”.

IASC Board unanimously approves restructuring into 14-

member board (12 full-time) under an independent board of
trustees.

IOSCO recommends that its members adlow multinational
issuersto use IASC standards in cross border offerings and
listings.

Ad hoc nominat ing committee is formed, chaired by US SEC
Chairman Arthur Levitt, to nominate the Trustees who will
oversee the new |ASB structure.

IASC member bodies approve IASC's restructuring and a new
IASC Constitution.

Nominating Committee announces initial Trustees.

Trustees name Sir David Tweedie (chairman of the UK
Accounting Standards Board) as the first Chairman of the
restructured Internationa Accounting Standards Board.

Members and new name of |ASB announced. |ASC
Foundation formed. On 1 April 2001, the new |ASB assumes
its standard- setting responsibilities from the IASC. Existing
IAS and SIC adopted by IASB.

IASB moves into its new offices at 30 Cannon St., London.

IASB meets with chairs of its eight liaison nationa accounting
standard setting badies to begin coordinating agendas and
setting out convergence gods.

SIC isrenamed as the International Financial Reporting
Interpretations Committee (IFRIC) with a mandate not only to
interpret existing IAS and IFRS but also to provide timely
guidance on matters not addressed in an IAS or IFRS.

Europe requires IFRS for listed companies starting 2005.
IASB and FASB issue joint memorandum of understanding on
convergence.

IASB holds public roundtable discussions on financia
instruments. Representatives of 108 organisation participate.




USE OF IFRSAROUND THE WORLD (J}) ) USE OF IFRSAROUND THE WORLD

USE OF IFRSFOR DOMESTIC REPORTING

BY LISTED COMPANIES Country  IFRSNot IFRS | Required for Required fo_r All
- Permitted Per mittedSomeDomestic Domestic Listed
Country |IFRSNot IFRS Required for | Required for All Listed Companies
Permittec Permitted SomeDomestic| Domestic Listed Companies
Listed Companies Eqypt X
Ccompanies : El Salvador X
Albania No stock exchange. Companies use Albanian GAAP. Estonia X 2005 (new EU
Argentina X member)
Armenia X Finland X 2005
Aruba X FI]I X
Austria X (afew use US France X 2005
Austrdia X Georgia X
Behamas X Ghana X
Bahrain Barks Greece X 2003
Barberios X Guam No stock exchange. Companies use US GAAP.
Bangladesh X Guaemaa X
Belgium X 2005 Guyana X
Bermuda X Honduras X
Bolivia X Hong Kong X
Botswana X Hungary X X 2005 (new EU
Brazil X member)
Brunel X Icland X 2005 (member of
Darussdlam EEA)
Bulgaria X (dtarting 2003) India X
Burkina Faso X Indonesia X
Cambodia X Irdand X 2005
Cayman Is. X lsad X
Canada X ltaly X 2005
Chile X Jamaica X
China X Jpan X
Cote D’ Ivoire X Jordan X
Colombia X Kenya X
CostaRica X K orea (South) X
Croatia X Kuwait X
Cyprus X Kyrgyzstan 2003
Czech Republid X X 2005 (new EU Laos X
member) Lavia X 2005 (new EU
Denmark X 2005 member)
Dominica X Lebanon X (plus unlisted
Dominican X financid
Republic ingtitutions)
Ecuador X

www.iasplus.com 11 12 www.iasplus.com



USE OF IFRS AROUND THE WORLD ()

Country

IFRSNot |IFRS | Required for | Required for All
Per mitted Per mittedSome Domesti¢c Domestic Listed

Listed Companies
Companies

Liechtenstein 2005 (member of

EEA)
Lesotho X
Lithuania X 2005 (new EU

member)

Luxembourg X 2005
Macedonia X
Malawi X
Mali X
Malta X
Maaysa X
Mauritius X
Mexico X
Moldova X
Myanmar X
Namibia X
Netherlands X 2005
NL Antilles X
Nepal X
New Zed ad X 2007 (proposed)
Niger X
Norway X 2005 (member of

EEA)
Oman X
Pakistan X
Panama X
Papua New X
Guinea
Peru X
Philippines X
Poland X 2005 (new EU

member)
Portugd X 2005
Romania Companies of
national
importance. In
2005 for all
large companieg

www.iasplus.com 1z

) USE OF IFRSAROUND THE WORLD

Country  IFRSNot IFRS | Requiredfor Required for All
Per mitted Per mittedSome Domestic Domestic Listed

Listed Companies
Companies

Russian X
Federation

Saudi Arabia

Singapore

XX PX

Slovenia 2005 (new EU

member)

Sovak X 2005 (new EU
Republic member)

South Africa X 2005

Spain 2005

Si Lanka

Sweden 2005

XIX|X|X

Syria

Swaziland X

Switzerland X

Tawan X

Tajikigan 2003

Tanzania 2004

Thailand X

Togo X

Trinidad and X
Tobago

Tunisa X

Turkey X

Uganda X

Ukraine Banks 2003

United Arab Banks
Emirates

5

United
Kingdom

United States

Uruguay

Uzbekistan

Venezuela

XIXPXX[X

Vietnam

Yugodavia X

Zambia X

Zimbabwe X

14  www.iasplus.com



USE OF IFRS AROUND THE WORLD ()

ADOPTION OF IFRSIN EUROPE
Accounting Regulation Adopted in Europe

To implement a “financial reporting strategy” adopted by the Eurgoean
Commission in June 2000, the Parliament and Council of the European
Union have approved an Accounting Regulation requiring all EU listed
companies to follow IASB standards in their consolidated financial
statements starting no later than 2005. Member States may extend the
IFRS requirement to non-listed companies and parent company
statements. Member States may exempt certain companies temporarily
from the IFRS requirement —but only until 2007 —in two limited cases:
(2) companies that are listed bot h in the EU and on anon-EU exchange
and that currently use US GAAP as their primary accounting standards
and (2) companies that have only publicly traded debt securities. The
IFRS requirement applies not only in the 15 EU countries but also in the 3
Eurgoean Economic Area countries and 10 additional countries approved
for EU membership starting May 2004. Many large companiesin
Switzerland (not an EU or EEA member) aready use IFRS.

EFRAG Recommends EC Endorsement of All Existing IFRS

In response to a request from the European Commission, the private sector
European Financia Reporting Advisory Group (EFRAG) reviewed IAS 1-
41 and rdated SICs and, in June 2002, concluded that () they are not
contrary to the 4th and 7th Directives and (b) they meet the required
criteriaof understandability, relevance, reliability, and comparability.
Accordingly, EFRAG recommended EU endorsement of the current
standards ‘en bloc’.

Remaining steps before the IFRS regulation is effective are (8) trandation
of IFRS into the various EU languages and (b) endorsement of IFRS by a
European Commission Accounting Regulatory Committee.

Enfor cement

In March 2003, the Committee of European Securities Regulators
published its Standard No. 1, Enforcement of Standards on Financia
Information in Europe, amed at developing and implementing a common
approach to the enforcement of IFRS throughout the EU. The document
sets out 21 high level principles that define enforcement and describe
principles that EU member states should adopt in enforcing IFRS,
including the structure of their enforcement authority; selection of
financid information to be reviewed for enforcement purposes, actions
available to enforcers (including, in particular, asking for public
correction); cross-border coordination; and reporting by enforcement
agencies.

www.iasplus.com 1t

) USE OF IFRSAROUND THE WORLD

USE OF IFRSIN THE UNITED STATES

A foreign company registered with the Securities and Exchange
Commission may submit IFRS or loca GAAP financia statements, but a
reconciliation of earnings and net assets to US GAAP figures is required.
In effect, this forces companies to “keep two sets of books’. In February
2000, the SEC issued a Concept Release, International Accounting
Sandards, inviting views on whether and how IFRS might be permitted
for foreign regist rants, and possibly domestic registrants aswell. The
matter continues to be under study by the SEC.

The movement to |FRS around the world will have a significant impact on
the SEC, especialy in relation to the requirements in the Sarbanes-Oxley
Act fa areview of all registrant filings at least once every three years.
Roughly 1,400 foreign companies are listed with the SEC, from about 59
different countries. Approximately 40% are from Europe. Therefore, by
2005 there will be an additiona 500 to 600 regigtrantsfiling IFRS
statements with the SEC. Currently, only about 50 foreign companiesfile
IFRS financia statements and reconcile to US GAAP.

In October 2002, IASB and FASB jointly issued a memorandum of
understanding, formadising their commitmert to the convergence of US
and international accounting standards. The two boards presented the
agreement to the chairs of leading national standard setters at a two-day
meeting in London. The boards agreed, as a matter of high priority, to:

undertake a short -term project aimed at removing a variety of

individua differences between US GAAP and IFRS;

remove other differences by undertaking new joint projects that both

boards would address concurrently;

U continue progress on thejoint projects that they arecurrently
underteking; and

U encouragetheir respective interpretative bodies (EITF and IFRIC) to
coordinate their activities.

Shortly theresfter, both the FASB and the |ASB added to their agendas a
number of projects relating to the above agreement, including a short-term
internationa convergence project with a target completion date of 31
December 2003 as well as severa joint standards projects. The joint
projects include application of the purchase method of accounting for
business combinations and revenue recognition concepts.

O

1€ www.iasplus.com



USE OF IFRS AROUND THE WORLD ()

USE OF IFRSIN CANADA

Thereis no current plan to alow domestic companies to use IFRS in place
of Canadian GAAP. The securities regulators are considering whether to
alow foreign issuers to use IFRS or a number of foreign GAAPs rather
than Canadian GAAP.

USE OF IFRSIN ASIA-PACIFIC COUNTRIES

Asia Pacific countries are taking a variety of approaches toward
convergence of GAAP for domestic companies with IFRS.

Adoption of IFRSin Place of National GAAP

New Zedand is taking this approach with respect to listed companies,
compulsory in 2007, permitted starting 2005. Bangladesh also requires
IFRS for domestic companies.

New National Standards Are Generally Word-for-Word IFRS

Audtralia, Hong Kong, Philippines, and Singapore are taking this
approach, but none of those jurisdictions has adopted al IFRS and in some
instances changes are made to IFRS.

IFRS Are Looked to in Developing National GAAP

Thisis done to varying degreesin most of the rest of Asia-Pacific.
Some Domestic Listed Companies May Use IFRS

Thisistrue in China, Laos, and Myanmar.

In Some Countries, Foreign Listed Companies May Use |FRS

Thisistrue for stock exchanges in Australia, Hong Kong, New Zeadland,
Pakistan, Singapore, and Thailand. Japan has aso permitted foreign
companies to use IFRS in severa cases.

www.iasplus.com 17

) MEMBERSOF THE IASB

Sir David Tweedie, Chairman. Sir David served as the first full-time
Chairman of the UK Accounting Standards Board, with a term from 1990-
2000. Prior to the UK Board Chairmanship, he was national technical
partner for KPMG and has served as a professor of accounting in his
native Scotland. He has worked on international standard setting issues
both as the first Chairman of the G4+1 and as a member of the previous
IASC Board.

Thomas E. Jones, Vice Chairman. Astheformer Principal Financia
Officer of Citicorp and Chairman of the IASC Board, Tom Jones brings
extensive experience in standard setting and the preparation of financial
accounts for financid inditutions. A British citizen, Mr. Jones has worked
in Europe and the United States.

Mary E. Barth. As a pat-time Board member, Mary Barth, a US citizen,
retains her position as Senior Associate Dean of the Graduate School of
Business at Stanford University. Professor Barth was previoudly a partrer
at Arthur Andersen.

Hans-Georg Bruns Liaison to the German standard setter. Mr. Bruns has
served as the Chief Accounting Officer for Daimler Chryder and has been
head of a principa working group of his home country’s German
Accounting Standards Committee. He was responsible for addressing the
accounting issues related to the Daimler Chrysler merger.

Anthony T. Cope. Mr. Cope, a British citizen, joined the US Financia
Accounting Standards Board (FASB) in 1993. Prior to that, he worked as
afinancia analyst in the United States for 30 years. Asamember of the
IASC Strategy Working Party, he was closgly involved with the IASC's
restructuring, and served as FASB’s observer a |ASC Board meetings for
the IASC's last five years.

Robert P. Garnett. M r. Garnett was the Executive Vice President of
Finance for Anglo American plc, a South African company listed on the
London Stock Exchange. He has worked as a preparer and analyst of
financid statementsin his native South Africa

Gilbert Gelard Liaisonto the French standard setter. Having been a
partner at KPMG in his native France, Gilbert Gelard has extensive
experience with French industry. Mr. Gelard speaks eight languages and
has been a member of the French standard setting body (CNC). Headso
served as a member of the former |ASC Board.

James J. Leisenring Liaison to the US standard setter. Jim Leisenring
has worked on issues related to accounting standard setting over the last
three decades, as the Vice Chairman and most recently as Director of
International Activities of the FASB in his home country. While at FASB,
Mr. Leisenring served for several years as FASB's observer a meetings of
the former IASC Board.

1€  www.iasplus.com



MEMBERS OF THE IASB ()

Warren McGregor Liaison to the Australian and New Zedland standard
setters. Mr. McGregor developed an intimate knowledge of standard
setting issues with hiswork over 20 years at the Austrdian Accounting
Research Foundation, where he ultimately became the Chief Executive
Officer.

Patricia O'Malley Liaison to the Canadian standard setter. Ms. O’ Malley
was the first full-time Chair of the Accounting Standards Board of Canada.
She has worked on issues related to global standard setting since 1983 and
brings vast experience on work with financia instruments. Before joining
the Canalian Board, Ms. O’ Mdley was a Technical Partner at KPMG in
Canada.

Harry K. Schmid. Harry Schmid brings over 40 years of experience as a
preparer of financia statementsfor Nestle. Mr. Schmid lived in Latin
Americafor 17 years before returning to his native Switzerland and was
responsible for finance and control of aLatin American subsidiary. Mr.
Schmid spesks four languages. He served as a member of the former
IASC Board and the Standing Interpretations Committee.

John T. Smith. Asapart-time member of the Board, Mr. Smith continues
to be a partner at Deloitte & Touche (USA). He was a member of the
FASB’s Emerging Issues Task Force, Derivatives | mplementation Group,
and Financid Instruments Task Force. He served on the IASC Task Force
on Financia Instruments and chaired the IASC’'s IAS 39 Implementation
Guidance Committee. He was a member of the IASC, SIC, and IFRIC.

Geoffrey Whittington Liaison to the UK standard setter. Mr. Whittington
was the PricewaterhouseCoopers Professor of Financial Accounting at
Cambridge University. Previoudy he was a member of the UK
Monopolies and Merger Commission and a member of the UK Accounting
Standards Board in his native England.

Tatsumi Yamada Liaison to the Japanese standard setter. Tatsumi
Yamadawas a partner at ChuoAoyama Audit Corporation (a member firm
of PricewaterhouseCoopers) in Tokyo. He brings extensive experience
with international standard setting as a Japanese member of the former
IASC Board between 1996 and 2000.

IASB members are appointel for terms of up to five years, renewable
once. At least five members must have backgrounds as auditors,
three as financia statement preparers, three as users of financia
statements, and one as an academician. There is no prescribed
geographical mix. Twelve serve full time and two serve part time.
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‘:J EFFECTIVE DATES OF RECENT PRONOUNCEMENTS

New I nternational Accounting Effective for Annual

Standard Statements for Periods
Beginning on or After

IAS 10, Events After the Balance 1 January 2000

Sheet Date

IAS 39, Financial Instruments: 1 January 2001 (financia years
Recognition and Measurement beginning on or after)

IAS 40, Investment Property 1 January 2001

IAS 41, Agriculture 1 January 2003

IAS 12, 19, 39, Limited Revisions 1 January 2001
IAS 19, Employee Benefits (‘Asset | Accounting periods ending on or

Ceiling’ Amendment) after 31 May 2002

SIC 17, Equity — Costs of an Annual periods beginning on or
Equity Transaction after 30 January 2000

SIC 18, Consistency — Alternative Annual periods beginning on or
Methods after 1 July 2000

SIC 19, Reporting Currency — Annual periods beginning on or
Measurement and Presentation after 1 January 2001

SIC 20, Equity Accounting Method | 15 July 2000 (financid years

— Recognition of Losses beginning on or after)

SIC 21, Taxes —Revalued Assets 15 July 2000

SIC 22, Business Combinations — Annud periods ending on or
Subsequent Adjustments after 15 July 2000

SIC 23, Ingpection/Overhaul Cost 15 July 2000

SIC 24, EPS —Contracts that May 1 December 2000
Be Settled in Shares

SIC 25, Changesin the Tax Status | 15 July 2000

SIC 27, Substance of aLease 31 December 2001

SIC 28, Date of Exchange' and Acquisitions on or after 31

Fair Value of Equity Instruments December 2001

SIC 29, Service Concessions 31 December 2001

SIC 30, Presentation Currency Annual periods beginning on or
after 1 January 2002

SIC 31, Barter Transactions 31 December 2001

SIC 32, Web Site Costs 25 March 2002
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On pages 21-69 we summarise the provisions of al International

Accounting Standards and | nterpretations that are in effect in May 2003.

The IASB hasissued a number of exposure drafts (EDs) of proposalsto

amend or replace some of those Standards and Interpretations,

specifically:

Q ED of Improvements to International Financial Reporting
Standards.

O ED of Proposed Amendmentsto IAS 32 and IAS 39.

U ED 1, Frg -Time Application of IFRS.

U ED 2, Shae-Based Payment.

O ED 3, Business Combinations, and Related EDs of Proposed
Amendmentsto IAS 36 and IAS 38.

Following our summary of each affected Standard or Interpretation.

we indicate the key proposalsfor change that are set out in the

above exposure drafts.

The IASB is expected to issue exposure drafts on insurance contracts

(Phase 1) and the purchase method of accounting for business

combinations by mid-year 2003. Because they were not issued at the

time this booklet was prepared, they are not reflected in the “key

proposals for change” noted below.

IAS 1, Presentation of Financial Statements (revised 1997)

Effective Periods beginning on or after 1 July 1998.
Date
Objective To set out the basis for presenting genera purpose

financia statements, including guidelines for their
structure and the minimum requirements for the
content of financia statements and notes.

KeyFeatures - Fundamentd principles underlying the preparation of
financial statements (including going concern
presumption, consistency in presentation and
classification, accrua basis of accounting, and
materiality); the basisfor selecting and disclosing
accounting policies; rulesfor offsetting assets and
lighilities, and income and expenses; presenting
comparative amounts.

- All AS and SIC should be complied with. Non-
compliance is permitted in very rare circumstances
to achieve true and fair view, with comprehensive
disclosure requirements.

- A complete set of financid statements should
include a balance sheet, income statement, statement
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showing changes in equity, cash flow statement,
accounting policies and explanatory notes.

- Financia statements generally to be prepared
annualy. If the date of the year end changes, and
financial statements are presented for a period other
than one year, disclosure thereof is required.

- Current/non-current distinction.

- Specifies minimum line items to be presented on the
face of the balance sheet and income statement and
guidance for the identification of additiona line
items.

- Requirements and guidance on presentation and
disclosure for each financia statement component.

Related SC SIC §, First-Time Application of | ASsasthe
Primary Basis of Accounting
When an entity adopts IFRS for the first time, it must
restate prior periods using the Standards in effect
during those periods — as if the financid statements had
always been prepared in accordance with IFRS.
SIC 18, Conggtency —Alternative Methods

If IFRS alows a choice of accounting policy, an entity
should choose and apply consistently one of those
policies unless the IFRS specifically provides for use
of different policies.

SIC 29, Disclosure —Service Concession
Arrangements

Disclosureis required if an entity agrees to provide

services that give the public access to major economic
and socid facilities.

Key - Whether to classify balance sheet between current
Proposalsin and non-current will no longer be a free choice.
ED on Current/non-current split will be the norm.
Improvements

- Post balance shest refinancing should not be a factor
in classifying liabilities as current/non-current at
balance sheet date.

- Will add guidance addressing the extremely rare
circumstances in which management concludes that
compliance with an IFRS or Interpretation would be
so mideading that it would conflict with the
objectives of financia statements.
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Key Proposals
inED 1

- Delete “results of operating activities” as required

income statement line item.

- When a restatement would cause undue cost or

effort, an entity would be exempted from restating
comparative information under IAS 1.

- SIC 8 (an interpretation of IAS 1 regarding firs-time

adoption of IFRS) would be replaced wit h anew
IFRS that would require that:

- An entity adopting IFRS for the first time must
prepare an opening | FRS balance sheet at the
date of trandtion to IFRS (the beginning of the
earliest period for which it presentsfull
comparative information under IFRS in itsfirst
IFRS financia statements). For example, if an
entity’ sfirst IFRS financial statements are for
the year ended 31 December 2005, it will
generaly need to prepare an opening IFRS
balance sheet a 1 January 2004.

- The firg time adopter must comply with each
IFRS in effect at the time of switching to IFRS,
with afew exemptions to retrospective
restatement. For example, if afirg-time
adopter’sfirst IFRS financia statements are for
the year ended 31 December 2005, it would
need to comply with each IFRS in effect at that
date. The exemptions relate to certain
measurements of property, plant, and
equipment; pension obligations; foreign
currency trand ation adjustments; hedging
relationships; past business combinations; and
certain revaluatins of assets under the entity’s
former GAAP.

;J KEY INFORMATION ON CURRENT IFRS

- Guidance on the determination of cost of inventories
and any writedown to net redlisable value.

- For inventory items that are not interchangesble,
specific costs are attributed to the specific individua
items of inventory.

- For interchangeable items: benchmark cost formula
used to assign costs to inventories is either FIFO or
weighted average cost, with the allowed alternative
of LIFO.

- When inventories are sold, the carrying amount of
those inventories should be recognised as an expense
in the period in which the related revenueis
recognised.

Related SC SIC 1, Consistency —Different Cost Formulasfor
Inventories

The same cost formula (such as FIFO or weighted
average) should be used for al inventories having the
same characteristics.

KeyProposals - LIFO should be iminated.

InED on - Require disclosure of the amount of inventory write
I mprovements I

IAS 2, Inventories (revised 1993)

IAS 7, Cash Flow Statements (revised 1992)
Effective Date  Periods beginning on or after 1 January 1994.

Objective To require the presentation of information about
historical changesin an entity’s cash and cash
equivaents by means of a cash flow statement, which
classifies cash flows during the period according to
operating, investing, and financing activities.

Key Features - Analyses changes in cash and cash equivaents
during a period.

Effective Date  Periods beginning on or after 1 January 1995. Revised
text of certain paragraphs due to IAS 41, Agriculture
effective on or after 1 January 2003.

Objective To prescribe the accounting treatment for inventories
under the historical cost system.

Key Features - Inventories are required to be stated at the lower of
cost and net redlisable value.
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- Cash equivaents include investments that are short

term (less than 3 months from date of acquisition),
readily convertible to a known amount of cash, and
subject to an insignificant risk of changesin value.
Generaly exclude equity investments.

- Cash flows must be analysed between operating,

investing, and financing activities.
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Related SC

- Cash flows for operating activities to be reported
using either the direct (recommended) or indirect
methods.

- Cash flows arising from taxes on income are

classified as operating unless they can be specificaly

identified with financing or investing activities.

- Cash flows rlating to extraordinary items should be

classified as arising from operating, investing, or
financing activities as appropriate and separately
disclosed.

- The exchange rate used for trandation of
transactions denominated in aforeign currency and
the cash flows of aforeign subsidiary should be the
rate in effect at the date of the cash flows.

- Aggregate cash flows relating to acquisitions and
disposals of subsidiaries and other business units
should be presented separately and classified as
investing activities, with specified additiona
disclosures.

- Investing and financing transactions that do not
require the use of cash should be excluded from the
cash flow statement, but they should be sepaately
disclosed.

None

IAS 8, Net Profit or Lossfor the Period, Fundamental Errorsand
Changesin Accounting Policies (revised 1993)

Effective Date

Objective

Key Features

Periods beginning on or after 1 January 1995.

To prescribe the classification, disclosure, and
accounting trestment of certain items in the income
statement o that al entities prepare and present an
income statement on a consistent basis.

- All items of income and expense recognised in a

period should be included in the determination of the

net profit or loss for the period unless an IFRS

requires or permits otherwise, such as revaluation
surpluses (IAS 16, Property, Plant and Equipment).

- Items of unusua size, nature, or incidence from
ordinary activities to be sepaately disclosed.

- Changes in accounting estimates (for example,
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change in useful life of an asset) are to be accounted
for in the current year, or future years, or both (no
restatement).

- A change in accounting policy should only be made

if required by statute or by a standard-setting body or
S0 as to give a more appropriate presentation.

- A change made on the basis of anew IFRSis

accounted for in accordance with the transitional
provisions specified in the new Standard.

- For correction of fundamental errorsthat occurred in

prior years, and other non-mandated changesin
accounting policies — specifies abbenchmark
treatment (restatement and adjustment to opening
retained earnings) and dlowed alternative trestment
(cumulative effect in net profit or loss for the period
plus proforma information).

- Disclosure requirements.

Key Proposals
inED on
Improvements

- Hierarchy of sources of IFRS GAAP.
- All errors (fundamental or otherwise), and al non

mandated changes in accounting policy, require
restatement of prior financia statements.

- Eliminate extraordinary item classification.
- Disclosure of the nature and effect of new IFRS that

are issued but not yet mandatory.

IAS 10, Events After the Balance Sheet Date (revised 1999)

Effective Date
Objective

Key Features
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Periods beginning on or after 1 January 2000.
To prescribe:
- When an entity should adjust its financid statements

for events after the balance sheet date.

- The disclosures that an entity should make about the

date when the financial statements were authorised
for issue and about events after the balance sheet
date.

- Events after the balance sheet date are those events,

both favourable and unfavourable, that occur
between the balance sheet date and the date when the
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financia statements are authorised for issue.

- Adjusting events — adjust the financia statements to
reflect those events that provide evidence of
conditions that existed at balance sheet date (such as
resolution of a court case after balance sheet date).

- Non-adjusting events —do not adjust thefinancia
statements to reflect events that arose after the
balance sheet date (such as a decline in market prices
after year end, which does not change the valuation
of investments at balance sheet date).

- Dividends proposed or declared on equity
instruments after the balance sheet date should not
be recognised as aliability at the balance sheet date.
Disclosure is required.

- An entity should not prepare itsfinancia statements
on agoing concern basisif events after the balance
sheet date indicate that the going concern assumption
is not appropriate.

- Disclosure of the date financid statements are
authorised for issue.

Related SC None

Key Proposal Clarify that aliability should not be recognised for
inED on dividends declared or proposed after the balance sheet
Improvements  date becauseit is not a present obligation at the balance

sheet date as described in |AS 37, Provisions,
Contingent Liabilities and Contingent Assets.

IAS 11, Congtruction Contracts (revised 1993)

Effective Date

Objective

Key Features

Periods beginning on or after 1 January 1995.

To prescribe the accounting treatment for revenue and
costs associated with construction contracts in the

financial statements of the contractor.

- Contract revenue should comprise the amount agreed
intheinitial contract together with variationsin
contract work, claims, and incentive paymentsto the
extent that it is probable that they will result in
revenues and can be measured reliably.

- Contract costs should comprise cogts that relate
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Related SC

direct ly to the specific contract, coststhat are
atributable to general contract activity and that can
be reasonably alocated to the contract, together with
such other cogts as are directly attributable to the
customer under the terms of the contract.

- Where the outcome of a congtruction contract can be
estimated reliably, revenue and costs should be
recognised by reference to the stage of completion of
contract activity (the percentage of completion
method of accounting).

- If the outcome cannot be estimated reliably, no profit
should be recognised. Instead, contract revenue
should be recognised only to the extent that contract
cods incurred are expected to be recovered, and
contract costs should be expensed as incurred.

- If it is probable that total contract costs will exceed
total contract revenue, the expected loss should be
recognised immediately.

None

IAS 12, Income Taxes (revised 2000)

Effective Date

Objective

Key Features
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Periods beginning on or after 1 January 1998. Certain
revisions effective for periods begnning on or after 1
January 2001.

- To prescribe the accounting treatment for income
taxes.

- To establish the principles and provide guidance in
accounting for the current and future income tax
consequences related to:

- the future recovery (settlement) of carrying
amounts of assets (liabilities) in an entity’s
ba ance sheet, and

- current period transactions recognised in the
income statement or directly through equity.

- Requires the recognition of current tax liabilities and
assetsfor current and prior period taxes, measured at
the rates applicable for the period.

- Requires the recognition of deferred tax liahilities
(assets) of the future tax consequences of all taxable

(deductible) temporary differences with certain
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exceptions. The exceptions include:

- Undistributed profits of subsidiaries, branches,
associates, and joint ventures to the extent that
theinvestor is able to control the timing of the
reversa of the temporary differenceand it is
probable that the temporary difference will not
reverse in the foreseeable future.

- Losses of subsidiaries, branches, associates, and
joint ventures to the extent that a taxable profit
will not be available against which the
temporary difference can be utilised and it is
probable that the temporary difference will not
reverse in the foreseeable future.

- Goodwill (if goodwill amortisation is not
deductible for tax purposes) and negative
goodwill treated as deferred income.

- Initia recognition of an asset (liability) in anon-
business combination transaction, that does not
affect accounting or taxable profit (10ss).

- A business combination classified as an acquisition
can giverise to deferred tax liabilities (assets) where
the tax bases of the identifiable assets and ligbilities
are different from the fair value of the assets and
liabilities. Consequently these deferred tax liabilities
(assets) affect goodwill or negative goodwill.

- Deferred tax liabilities (assets) should be measured
at the tax rates that are expected to apply to the
period when the liability is settled or asset is
redlised, based on tax rates/laws that have been
enacted or substantively enacted by the balance sheet
date.

- Prohibits discounting of deferred tax assets
(liailities).
- Sets out guidance for the recognition of deferred tax

assets arising from unused tax losses or unused tax
credits.

- Requires that the income tax consequences (both
current and deferred) of dividends be recognised in
net profit or loss when the liability for the dividend
isrecognised (with certain exceptions). Withholding
tax is charged to equity as part of the dividends.

- Presentation and disclosure reguirements for income
taxes.
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Related SC

IAS 14, Segment
Effective Date

Objective

Key Features

3C www.iasplus.com

SIC 21, Income Taxes— Recovery of Revalued Non-
Depreciable Assets

Mesasure the deferred tax ligbility or asset arising from
revaluation based on the tax consequences from the
sde of the asset rather than through use.

SIC 25, Income Taxes— Changesin the Tax Status
of an Enterprise or its Shareholders

The current and deferred tax consequences of the

change should be included in net profit or loss for the
period unless those consequences relate to transactions

or events that were recognised directly in equity.

Reporting (revised 1997)

Periods beginning on or after 1 July 1998.

To establish principles for reporting financia
information by line of business and by geographical
area

- Appliesto entities whose equity or debt securities
are publicly traded and to entities in the process of
issuing securities to the public. In addition, any
enterprise voluntarily providing segment information
should comply with the requirements of IAS 14.

- Requires that an enterprise look to its organisational
structure and internd reporting system for the
purpose of identifying its business segments and
geographical segments.

- If internal segments are not geographical or
products/service based, then look to next lower level
of internal segmentation to identify reportable
segments.

- Guidance on which segments are reportable
(generaly 10% thr esholds).

- One basis of segmentation is primary and the other
secondary.

- Segment information should be based on the same
accounting policies as the consolidated group or
entity.

- Disclosure requirements for primary and secondary
segments.
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Related SC

- Congderably less disclosure for the secondary
segments.

None

IAS 15, Information Reflecting the Effects of Changing Prices

Effective Date

Periods beginning on or after 1 January 1983.

Objective To encourage disclosures reflecting the effects of
changing prices on the measurements used in the
determination of an entity’s results of operations and
itsfinancial position.

Key Features - 1AS 15 is not mandatory, but entities are encouraged
to disclose information reflecting the effects of
changing prices and, where they do so, to disclose
theitems required by IAS 15.

- Comprehensive disclosures computed on the basis of
either ageneral purchasing power approach or a
current cost approach.

Related SC None

Key Proposal IAS 15 should be withdrawn.

inED on

| mprovements

IAS 16, Property, Plant & Equipment (revised 1998)

Effective Date

Objective

Key Features

Periods beginning on or after 1 July 1999.

To prescribe the principles for theinitia recognition
and subsequent accounting for property, plant, and
equipment.

- Items of property, plant and equipment should be
recognised as assets when it is probable that the
future economic benefits associated with the asset
will flow to the entity, and the cost of the asset can
be measured reliably.

- Initial recognition at cost.
- Subsequent expenditure — add to the carrying amount
of the asset when it is probable that future economic

benefits in excess of the originally assessed standard
of performance of the asset will flow to the entity.
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Related SC

www.iasplus.com

All other subsequent expenditur e should be
recognised as an expense when it is incurred.

- For depreciable assets — identify and select
depreciation method that reflects the consumption of
benefits.

- Subsequent to initial recognition —measureusing
either the benchmark treatment (cost less
accumulated depreciation and impairment losses) or
allowed aternative (revaluation less subsequent
depreciation of the revalued amount).

- Revdudtion to be carried out regularly and for the
entire class of asset.

- Any revauation surplus or deficit to go directly to
equity, except where the carrying amount is reduced
below depreciated historical cost. Revaluation
surplus may be transferred directly to retained
earnings when the surplusiis realised, but not to
income.

SIC 14, Property, Plant and Equipment —
Compensation for the Impairment or Loss of Items

An entity should account separately for impairments,
related compensation from third parties, and
repair/restoration costs.

SIC 23, Property, Plant and Equipment —Major
Inspection or Overhaul Costs

The cost of amgjor inspection or overhaul generdly
should be expensed as incurred unless the item being
overhauled has been depreciated as a separate asset

component.
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Key Proposals
inED on
I mprovements

- Clarifies that a components approach to depreciation
on all items of property, plant, and equipment is
required.

- All exchanges of property, plant, and equipment
should be measured at fair value, including
exchanges of smilar items, except when the fair
vaue of neither of the assets can be measured
reliably.

- Subsequent expenditure should be added to the
carrying amount of an asset only if the expenditure
increases the asset’ s future economic benefits above
those reflected in its most recently assessed level of
performance.

- Acquisition cost shouldinclude the estimated cost of
dismantling and removing that asset and restoring
the site, where the cost is recognised as a provision
and represents theinitial carrying amount of the
provision or changesin the initia carrying amount of
the provision.

- Deduct incidental revenue during construction or
development of an asset from the asset’s cost only if
the income-producing activity is a necessary part of
bringing the asset to operating condition. Otherwise,
report incidenta revenue and related expensesin the
income statement.

- Depreciation continues for assets temporarily idle or
held for sale or disposal.

IAS 17, Leases (revised 1997)

Effective Date

Objective

Key Features

Periods beginning on or after 1 January 1999.

To prescribe, for lessees and |essors, theappropriate
accounting policies and disclosures to apply in relation
to finance and operating leases.

- A leaseisclassfied asafinance leaseif it transfers
substantidly al of the risks and rewards incident to
ownership.

- All other leases are classified as operating |eases.
- Substance over form requirement when determining
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Related SC
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the lease type.
- Financeleases — Lessee’ s Accounting:
- Recognise asset and liability at the lower of the
present value of minimum lease payments and
thefair value of the asset.

- Depreciation policy — as for owned assets.

- Finance lease payment —apportioned between
interest and reduction in liability.

- Financeleases — Lessor’s Accounting:
- Recognise as areceivable at an amount equa to
the net investment in the lesse.

- Recognise finance income based on a pattern

reflecting a constant periodic rate of return on
the lessor’s net investment.

- Operating leases — Lessee’ s Accounting:

- Recognise lease payments as an expensein the
income statement on a straight- line basis over
the | ease term, unless another systematic basisis
more representative of the pattern of benefit.

- Operating leases — Lessor's Accounting:

- Assats held for operating leases should be
presented in the lessor’ s balance sheet according
to the nature of the asset.

- Leaseincome should be recognised on a
straight-line basis over the lease term, unless
another systematic basis is more representetive
of the pattern of benefit.

- Accounting for sale and leaseback transactions
depends on whether these are essentialy finance or
operating leases.

SIC 15, Operating L eases — I ncentives

Lease incentives (such as rent-free periods) should be
recognised by both the lessor and the lessee as a
reduction of rental income and expense, respectively,
over the lease term.

SIC 27, Evaluating the Substance of Transactions
Involving the Legal Form of a Lease

Where a series of transactions involve the legal form of
alease and can only be understood with reference to
the series as a whole, then these transactions should be
account ed for as asingle transaction.
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KeyProposals - A lease of both land and buildings should be split

inED on into two elements —lease of land and lease of

Improvements building(s). Land element is generally an operating
lease. Building element is an operating or finance
lease based on the criteriain IAS 17.

- Lessors must spread initid direct costs over the lease
term (immediate expensing prohibited).

I|AS 19, Employee Benefits (revised 2000)

Effective Date  Periods beginning on or after 1 January 1999. Certain
revisons effective on or after 1 January 2001. ‘Asset
ceiling' revisions— periods ending 31 May 2002.

Objective To prescribe the accounting and disclosure for
employee benefits, including short-term benefits

(wages, annual leave, sick leave, annua profit - sharing,
bonuses, and non-monetary benefits); pensi ons; post -
employment life insurance and medical benefits; other
long-term employee benefits (long-service leave,
disability, deferred compensation, longterm profit -
sharing and bonuses, and equity compensation).

IAS 18, Revenue (revised 1993)

Effective Date  Periods beginning on or after 1 January 1995.

Objective To prescribe the accounting treatment for revenue
arising from certain types of transactions and events.

Key Features - Establishes the underlying pri nciple that the cost of
Key Features - Revenue should be measured at the fair value of the providing employee benefits should be recognised in
consideration received/receivable. the period in which the benefit is earned by the
. employee, rather than when it is paid or payable.
- Recognition: G i iteria for short-t I
_ N . - Gives recognition criteria for short-term employee
- fézr;df (;g/fegggg]s tra":;‘f:‘r:dgtno' fk')‘lf/';”lsc')‘; a'o"fd benefits (payable within 12 months). These should
effective control by seller, and amount can be be recognised as an expense in the period in which
. the employee renders the service.
reliably measured.
i e - Profit -sharing and bonus payments are to be
E(;?r\rglg Sr? Lfgr\g? percentage of recognised only when the entity has a constructive
: - o obligation to pay them and the costs can be reliably
- For interest, royalties and dividends — estimated.
recognised when it is probable thet economic Post-employment benefit plans (such as pensions
benefitswill flow to the entity: : -
newiriow oy and health care) are split in two different categories
- Interest —on atime proportion bas's, teking defined contribution plans and defined benefit plans.
into account the effective yield on the asset. . Under defined contribution plans ex ae
+ Royalties —on an accrual basis in accordance recognised in the period the contribution is payable.
with the substance of the agreement. The payable is recognised in exchange for services
+ Dividends —when shareholder’ s ridnt to rendered by employees during the period.
recelve payment is established. . Under defined benefit plans, the amournt recognised
- Disclosure requirements include revenue recognition in the balance sheet should be the present value of
accounting policies. the defined benefit obligation (the present value of
Related SC SIC 31, Revenue—Barter Transactions Involving expected future payments reqired to settle the

Advertising Services

Recognise revenue from barter transactionsinvolving
advertising services only if substantial revenueis aso
received from non-barter transactions.
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obligation resulting from employee service in the
current and prior periods). This amount, reduced by
the fair vaue of any plan assets at the balance sheet
date, is then adjusted for unrecognised actuarial
gains and losses and unrecognised past service cogts.
Extensive guidance is given in the Standard on how
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to determine these items.

- Plan assets include assets held by alongterm
employee benefit fund and qualifying insurance
policies.

- Longterm employee benefits should be recognised
and measured the same way as post -employment
benefits under a defined benefit plan. However,
unlike defined benefit plans, the deferral of actuaria
gains or losses and past service codts is prohibited.

- Termination benefits should be recognised when the
entity isdemonstrably committed to the termination
of one or more employees before the norma
retirement date or to provide termination benefits as
aresult of an offer made to encourage voluntary
redundancy.

- The Standard does not specify recognition and
measurement requirements for equity compensation
benefits. However, disclosures are required.

Related SC None

Key proposals - 1AS 19 does not address accounting for share-based
inED 2on payments (including employee share options). Nor
Share-Based doesit require disclosure of the fair value of
Payment employee options granted. The IASB has issued ED

2, which proposes:
- All share-based payment transactions should be
recognised at fair value.
- Fair value should be measured @ grant date.

- Expense should be recognised when the goods
or services received are sold or consumed, on a
units-of - service method.

Same standards for all entities, listed and norr
listed.

IAS 20, Accounting for Government Grants and Disclosur e of
Government Assistance

Effective Date

Objective

Periods beginning on or after 1 January 1984.

To prescribe the accounting for, and disclosure of,
government grants and other forms of government
assistance.

www.iasplus.com
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Key Features

Related SC

- Recognise government grants only when thereis
reasonabl e assurance that the entity will comply with
the conditions attached to the grants, and the grants
will be received. Non-monetary grants are usually
recognised at fair value, though recognition at
nominal value is permitted.

- Apply theincome approach systematically
(recognise income over periods necessary to match it
with the related costs), and not the capital approach
(credited directly to shareholders’ interests).

- Incomerdated grants may either be presented as a
credit in the income staement or deduction in
reporting the related expense.

- Asst -rdated grants may be presented as either
deferred income in the balance sheet, or deducted in
arriving a the carrying amount of the asset.

- Repayment of a government grant is accounted for
as a change in accounting estimate with different
treatment for income- and asset -related grants.

SIC 10, Government Assistance—No Specific
Relation to Operating Activities

Government assistance to entities that is aimed at
encouragement or long-term support of business
activities either in certain regions or industry sectors
should be trested as a government grant under IAS 20.

IAS 21, The Effects of Changesin Foreign Exchange Rates (revised

1993)

Effective Date

Objective

Key Features

3¢ www.iasplus.com

Periods beginning on or after 1 January 1995.

To prescribe the accounting treatment for an entity’s
currency transactions and foreign operations.

- Foreign currency transactions, and trandation of
foreign operations integral to the reporting entity:
- At date of transaction — record using the

transaction-date exchange rate for initia
recognition and measurement.

- At subsequent balance sheet dates:
- useclosing rate for monetary items

« Use transaction-date exchange rates for non
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Related SC

monetary items carried at historical cost

« use valuation-date exchange rates for non
monetary items that are carried a fair value.

- Exchange differences are recognised through
income statement, with limited exceptions.

- Trandation of sdf-sustaining foreign entities:

- Assetsand liabilities, both monetary and non-
monetary, are trandated using the closing rate.

- Income statement items are trandlated at
transaction-date exchange rates.

- Exchange differences are classified as a separate
component of equity, until disposal of the net
investment.

- Digposd of aforeign entity —recognisethe
deferred exchange differences as
income/expense in the same period in which the
gain/loss on disposal is recognised.

- Specid rulesfor foreign entities operating in a
hyperinflationary economy.

- Change in classficat ion of aforeign operation —
apply trandation procedure for the revised
classification from the date of change.

SIC 7, Introduction of the Euro

Explained how to apply I1AS 21 when the Euro was
first introduced.

SIC 11, Foreign Exchange — Capitalisation of

L osses Resulting from Severe Currency
Devaluations

Provides clarification on the conditions to be met
before foreign exchange losses can be included in the
carrying amount of related assets.

SIC 19, Reporting Currency —M easurement and
Present ation of Financial Statementsunder 1AS21
and IAS 29

Clarifies that selection of a measurement currency is
not a free choice under IAS 21. Criteria are provided.
SIC 30, Reporting Currency — Trandation from

M easurement Currency to Presentation Currency
Provides guidance for the exchange rate(s) to use when

presenting financial statementsin other than the
measurement currency.
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KeyProposals - All derivatives covered by IAS 39, Financia

inED on Instruments: Recognition and Measurement, and all
[mprovements hedging-related material should be removed from the
scope of IAS 21.

- The option to carry goodwill and fair vaue
adjustments to assets and liabilities arisng on
acquisition of aforeign entity at historical rate
should be eliminated. The closing rateshould be
aways be used.

- SIC 19 should be incorporated into IAS 21 replacing
the notion of the “reporting currency” with reference
to a“functiond currency” (the measurement
currency) and “presentation currency” (currency in
which financial statements are presented).

- Functional currency should not be a matter of choice,
rather a matter of fact as the currency of the country
whaose economy drives the business.

- A reporting entity should be permitted to choose its
presentation currency. Should this be different from
the functional currency, the trandation requirements
of IAS 21 should be applied.

- Indicators of an integral foreign operation as
opposed to aforeign entity should be incorporated
into the indicators of the entity’s functional currency.
Therefore, the functiona currency of an integral
foreign operation should be that of the reporting
entity.

- Allowed dternative to capitalise certain foreign
exchange differences should be eiminated.

IAS 22, Business Combinations (revised 1998)

Effective Date  Periods beginning on or after 1 July 1999.

Objective To prescribe the accounting trestment for business
combinations (both acquisitions and, in exceptiona
instances in which the acquirer cannot be identified,
unitings of interests).

Key Features - Gui dance on the classification of a business

combination, which includes whether an acquirer can
be identified, and whether shareholders of the

combining entities share mutually in the risks and

4C  www.iasplus.com
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Related SC

benefits of the combined entity.

- Prescribes the purchase method of accounting (using
fair vaue of the purchase consideration or similar)
for acquisitions:

- Recognise in the balance sheet the acquiree’s
identifiable assets and liabilities and any
goodwill or negative goodwill arising from the
acquisition.

- Thereafter i ncorporate in the income statement
the results of the operations of the acquired
entity.

- Allocate the cost between the assets and liahilities

acquired by reference to the fair values at the date of

the transaction, minority’ s proportion of pre
acquisition net assets (fair value of minority’s
portion is an alowed dternative), and goodwill or
negative goodwill.

- The amount recognised for an intangible asset for
which the fair value cannot be measured by

reference to an active market, should be limited to an

amount that does not create or increase negative
goodwill.

- Goodwill must be amortised over a maximum useful
life of 20 years (rebuttable presumption) on a
draight -line basis.

- Negative goodwill is presented as a ‘ negative asset’
and released to income based on an analysis of the
circumstances from which it resulted.

- Prescribes the pooling of interests method of
accounting for unitings of interests —involves the
aggregation of carrying amounts of the individual
financial statements with minimal changes.

SIC 9, Business Combinations — Classification
either as Acquisitions or Unitings of Interests
The overriding criterion to distinguish an acquisition
from a uniting of interests is whether an acquirer can
be identified.

SIC 22, Business Combinations —Subsequent
Adjustment of Fair Values and Goodwill Initially
Reported

Guidance on circumstances in which adjustments are
appropriate and how to calculate them.

www.iasplus.com

41

;J KEY INFORMATION ON CURRENT IFRS

SIC 28, Business Combinations —*“ Date of
Exchange’ and Fair Value of Equity Instruments

- Provides guidance for identifying the “ date of

exchange” when an acquisition is achieved through a
single exchange transaction or in stages.

- The best evidence of a quoted equity instrument’s

fair value is the published price at the date of
exchange, except in rare circumstances.

Key Proposals
inED 3and
EDs of
Amendments
to IAS36 and
IAS38

- Purchase method would be used for all business

combinations; uniting (pooling) of interests
prohibited.

- Goodwill and other intangible assets with indefinite

lives would not be amortised, but they would be
tested for impairment at least annually.

- Goodwill isimpaired if its carrying amount exceeds

itsimplied vdue. Implied value is the recoverable
amount of the cash generating unit (CGU) to which
the goodwill has been allocated and the current fair
vaue of the CGU’sidentifiable net assets.

- Amortisation continues for finitelifeintangible

assts; no presumption of a maximum life.

- Negative goodwill will be an immediate gain.
- Minority’s share of acquired assets measured at fair

value.

- Minority interest reported within equity in the

balance sheet.

IAS 23, Borrowing Costs

Effective Date
Objective

Key Features
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Periods beginning on or after 1 January 1995.

To prescribe the accounting treatment for borrowing
costs.

- Borrowing cogts include interest, amortisation of

discounts or premiums on borrowings, and
amortisation of ancillary costsincurred in the
arrangement of borrowings.

- The benchmark treatment isto expense al borrowing

costs when incurred.

- The dlowed dternative is to capitalise borrowing
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cogts that are directly attributable to the acquisition
or congtruction of a qualifying asset, but only when
it is probable that these costs will result in future
economic benefitsto the entity, and the costs can be
meeaured reliably. All other borrowing costs that do
not satisfy the conditions for capitalisation are to be
expensed when incurred.

- A qualifying asset is one that requires a substantial
period of time to make it ready for its intended use or
sde. Examplesinclude manufacturing plants,
investment properties, and some inventories.

- Where funds are borrowed generally and used for the
purpose of obtaining the qualifying asset, apply a
capitalisation rate (weighted average of borrowing
costs gpplicable to the gengral outstanding
borrowings during the period) to expenditure
incurred during the period, to determine the amount
of borrowing costs eligible for capitalisation.

- Disclosure includes the accounting policy adopted
for borrowing cogts.
Related SC SIC 2, Congstency — Capitalisation of Borrowing
Costs

An entity whose accounting policy isto capitalise
borrowing costs must apply that policy consistently for
al quaifying assets and periods.

IAS 24, Related Party Disclosures

Effective Date  Periods beginning on or after 1 January 1986.

Objective To specify the disclosures required for relationships
and transactions with related parties displaying
elements of control or significant influence.

Key Features - Guidance on the types of related party relationships
for which disclosure is required.

- Requires disclosure of the relationships involving
control, even when there have been no transactions.

- Guidance on the leve of transaction-related
disclosure.

- Identifies situations where disclosure is not required.
Related SC None.

www.iasplus.com
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Key Proposals
inED on
I mprovements

- Related parties should aso include parties with joint

control over the reporting entity and joint venturesin
which the reporting entity is a venturer.

- Disclosure of management compensation, expense

alowances, and similar items paid in the ordinary
course of business should not be required by IAS 24.

- Separate disclosure of related party transactions and

outstanding balances, terms, conditions, security,
guarantees, and bad debt allowances.

- Clarify that IAS 24 does not require remeasurement

to an arm’s-length amount.

IAS 26, Accounting and Reporting by Defined Benefit Plans

Effective Date
Objective

Periods beginning on or after 1 January 1998.

To specify the measurement and disclosure principles

fort he financial reports of retirement benefit plans.

Key Features

Related SC

Sets out the reporting requirements for both defined
contribution and defined benefit plans, including a
statement of net assets available for benefits. Specifies
the need for actuarial valuation of the benefits for
defined benefits and the use of fair values for plan
investments.

None

IAS 27, Consolidated Financial Statements and Accounting for
Investmentsin Subsidiaries

Effective Date

Objective

44 www.iasplus.com

Periods beginning on or after 1 January 1990. Certain
paragraphs amended by IAS 39, Financia Instruments:
Recognition and Measurement effective on or after 1
January 2001.

To precribe:

- requirements for preparing and presenting

consolidated financia statements for a group of
entities under the control of a parent, and

- the accounting treatment for investmentsin

subsidiaries in a parent’s separate financial
satements.
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Key Features

Related SC

- Definesasubsidiary in terms of control and provides
guidance on the definition of control.

- All subddiaries should be consolidated except if:
- temporary control at acquisition, or

- subsidiary operates under severe longterm
restrictions that significantly impair its ability to
transfer funds to the parent.

Such subsidiaries should be accounted for in
accordance with IAS 39, Financia |nstruments:
Recognition and M easurement.

- Requires separate line item balance sheet and
income statement presentation for minority interests.

- Parent’s separate financial statements: account for al
of itsinvestments in subsidaries either at cost,
equity method (IAS 28, Accounting for Investments
in Associates), or as availablefor -sale financia
assets as per 1AS 39.

- Specifiesimpairment testing requirement for these
investments.

SIC 12, Consolidation —Special Purpose Entities

An enterprise should consolidate a special purpose
entity (SPE) when, in substance, the enterprise controls
the SPE.

SIC 33, Consolidation and Equity Method —
Potential Voting Rightsand Allocation of
Ownership Interests

An entity should mnsider potential voting rightsin
ng whether it controls or significantly influences
another entity.

Key Proposals
inED on
Improvements

- The exemption of awholly owned subsidiary from
preparing consolidated financial statements will be
tightened.

- Minority interests should be presented in equity,
separate from parent shareholders’ equity.

- All entities in agroup will be required to use the
same accounting policies for like transactions
(current practicability exemption would be deleted).

- Whenan investment in a subsidiary is not
consolidated because control is viewed as temporary,
the guidance relating to the timing of the intended
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disposal — currently “in the near future” —should be
replaced with “within twelve months of acquisition”.

- A subsidiay should not automatically be excluded
from consolidation if it operates under severe long
term restrictions that significantly impair its ability
to transfer funds to its parent. Instead IAS 27 will
suggest that such restrictions on the ability to
trander funds might indicate lack of control.

- Investmentsin subsidiaries that are consolidated in
the consolidated financia statements should be
either carried at cost or accounted for under |AS 39,
Financia Instruments: Recognition and
Measurement, in the parent’ s separate financia
satements. The equity method aternative would be
eliminated. The method chosen should be applied to
all consolidated subsidiariesin the parent’ s separate
financial statements.

- Investment in subsidiaries that are accounted for
under IAS 39 in the consolidated financia
statements (because control is temporary) should be
accounted for in the same way in the parent’s
separate financia statements.

- The existence of consolidated financial statements
should be mentioned in the notes to the separate
financial statements prepared by the parent.

4€  www.iasplus.com

Other SIC 33 will be incorporated into the revised IAS 27.

Comments However, SIC 12 will not be. Instead, IASB is
working on a separate agenda project on Consolidation,
Including Special Purpose Entities.

IAS 28, Accounting for Investmentsin Associates (revised 2000)

Effective Date  Periods beginning on or after 1 January 1990, except
for paragraphs 23 and 24 (on or after 1 July 1999), and
paragraphs 8 and 10 (on or after 1 January 2001).

Objective To prescribe the accounting treatment to be adopted by
an investor for investments in associates over which it
has significant influence.

Key Features - Ecuity method of accounting required in
consolidated financia statements if investor has
significant influence except in the following two
circumstances, when such investments should be
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Related SC

accounted for in accordance with IAS 39, Financia
Instruments. Recognition and Measurement:

- investment held exclusively with aview to its
disposal in the near future, and

- associate operates under severe longterm
restrictions that significantly impair its ability to
transfer funds to the investor.

- Rebuttable presumption of significant influence if
investment held, directly and indirectly, is more than
20% of investee.

- Under the equity method, investment isinitially
recorded at cost, and subsequently adjusted by the
investor's share of the investee's post acquisition
change in net assets. Investor’s income statement
reflects its share of the investee' s post- acquisition
results.

- Separate financia statements of investor that issues
consolidated financia statements — option to use cost
or as availablefor-sale financial asset in accordance
with IAS 39 instead of the equity method.

- Requirement for impairment testing in accordance
with |AS 36, Impairment of Assets.

SIC 3, Elimination of Unrealised Profits and L osses
on Transactionswith Associates

Unrealised gains and losses resulting from transactions
with associates should be eliminated proportionately.
SIC 20, Equity Accounting Method — Recognition of
L osses

The investor normally stops recording its share of the
continuing losses of an associate once the carrying
amounts of instruments that convey equity rights are
reduced to nil.

;J KEY INFORMATION ON CURRENT IFRS

Key Proposal s
inED on
I mprovements

- Guidance would be added to identify circumstances

when the 20% presumption of significant influence
can be overcome. Disclosure should be required of
the supporting reasons where the presumption has
been overcome.

- Investments in associates accounted for under the

equity method in the consolidated financial
statements should be either carried at cost or
accounted for under IAS 39, in the investor’s
separate financial statements. (An investor should
be permitted to use cost or IAS 39 to account for
associates only in separate financial statements.)
The method chosen should be applied to dl
investments in associates in the investor's separate
financial statements.

- When an investor does not prepare consolidated

financiad statements because it does not have any

subsidiaries, investments in associates should be
accounted for using the equity method.

- IAS 28 would require the amount to be reduced to

nil when an associate incurs losses to include not
only investments that convey equity rights but also
other longterm interests.

- SIC 3 and SIC 33 would be incorporated into IAS

28.

- When investmentsin associates are not accounted

for under the equity method because significant
influenceis viewed as temporary, the guidance
relating to the timing of the intended disposa —
currently “in the near future” —should be replaced
with “within twelve months of acquisition”.

- An associate is not automaticaly excluded from the

equity method if it operates under severe longterm
restrictions on its ability to transfer fundsto its
parent. Instead IAS 28 will suggest that such
restrictions may indicate lack of significant
influence.

- 1AS 28 does not apply to investments in associates

held by venture capital organisations, mutua funds,
unit trusts, and similar entities that are measured at
fair vaue in accordance with 1AS 39, when such
measurement is a well -established industry practice.

www.iasplus.com 47
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IAS 29, Financial Reporting in Hyperinflationary Economies

Effective Date  Periods beginning on or after 1 January 1990.

Objective To prescribe specific standards for entities reporting in
the currency of a hyperinflationary economy, so that
the financid information provided is meaningful.

Key Features - Provides aligt of indicators to identify a
hyperinflationary economy.

- Allows judgement as to when restatement of
financid statements becomes necessary (normally
required when there is 100% inflation over 3 years),
and provides detailed implementation guidance for
such restatement.

Related SC SIC 19, Reporting Currency —M easurement and
Presentation of Financial Statementsunder IAS21
and |IAS 29

If the measurement currency is the currency of a
hyperinflationary economy —financial statements have
to be restated under 1AS 29.

SIC 30, Reporting Currency — Trandation from

M easurement Currency to Presentation Currency
In a hyperinflationary economy, al financial statement
items (including comparatives) are trandated from the
measurement currency to the presentation currency at
the closing rate at the balance sheet date

IAS 30, Disclosuresin Financial Statements of Banks and Similar
Institutions

Effective Date  Periods beginning on or after 1 January 1991.

Objective To prescribe appropriate presentation and disclosure
standards for banks and similar financial institutions —
as a supplement to the requirements of other Standards.

Key Features - Requirement for classfication of itemsin theincome
statement and baance sheet by their nature, and for
the balance sheet in order of relative liquidity.

- ldentifies the income statement and bal ance sheet
line items requiring disclosure.
- Additiond disclosure requirements, including
concentration of assets, liabilities and off -balance
www.iasplus.com  4€
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Related SC

IAS 31, Financial
2000)

Effective Date

Objective

Key Features

Related SC

5C  www.iasplus.com

items, losses on loans and advances, and genera
banking risks.

None

Reporting of InterestsIn Joint Ventures (revised

Periods beginning on or after 1 January 1992.
Paragraphs 39-41 were revised effective 1 July 1999 to
implement IAS 36, Impairment of Assets. Paragraph
35 was revised effect ive 1 January 2001 to implement
IAS 39, Financid Instruments: Recognition and
Measurement.

To prescribe the accounting treatment required for
interests in joint ventures, regardless of the structure or
legal form of the joint venture activities.

The key characterigtic of ajoint venture (V) isa
contractua arrangement to share control. JVsmay be
classified asjointly controlled operations, jointly
controlled assets or jointly controlled entities.
Different recognition principles for each type of JV:

- Jointly controlled operations — Venturer recognises
the assets it controls, and expenses and liabilities it
incurs, and its share of income earned, in both its
separate and consolidated financial statements.

- Jointly controlled assets —Venturer recognisesits
share of thejoint assets, any liabilitiesthat it has
incurred directly, and its share of any liabilities
incurred jointly with the other venturers, income
from the sale or use of its share of the output of the
joint venture, its share of expensesincurred by the
joint venture, and expenses incurred directly in
respect of itsinterest in the joint venture in both its
separate and consolidated financial statements.

- Jointly controlled entities —Benchmark treatment is
proportionate consolidation. The alowed aternative
treatment is the equity method of accounting.

SIC 13, Jointly Controlled Entities — Non-Monetary
Contributions by Venturers

Recognition of proportionate share of gains or losses
on contributions of non-monetary assetsis generally
appropriate.
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Key Proposals
inED on
Improvements

- Investmentsin jointly controlled entities that are
proportionately consolidated or accounted for under
the equity method in the consolidated financid
statements should be ether carried at cost or
accounted for under 1AS 39, Financial |nstruments;
Recognition and Measurement, in theinvestor’'s
separate financial statements. The method chosen by
the investor should be applied to the entire category
of investmentsin jointly controlled entitiesin its
separate financia statements.

- When interestsin jointly controlled entities are
excluded from proportionate consolidation or equity
method because joint control is viewed as temporary,
the guidance relating to the timing of theintended
disposa — currently “in the near future” —should be
replaced with “within twelve months of acquisition”.

- Aninterest in ajointly controlled entity should not
automatically be excluded from proportionate
consolidation or the equity method if it operates
under severe longterm restrictions that significantly
impair its ability to transfer funds to the investor.
Instead IAS 31 will suggest that such restrictions on
the ability to transfer funds might indicate lack of
joint control.

- 1AS 31 should not apply to investmentsin joint
ventures held by venture capital organisations,
mutua funds, unit trusts, and similar entities that are
measured at fair value in accordance with IAS 39
when such measurement is awell established
practice of the industry.

IAS 32, Financial Instruments: Disclosure and Presentation (revised

1998)

Effective Date

Objective

Periods beginning on or after 1 January 1996. Certain
revisions effective on or after 1 January 2001.

- To enhance users understanding of the signifi cance
of on-balance sheet and off- balance sheet financia
instruments to an entity’ s financial position,
performance, and cash flows.

- To prescribe how to present financia instruments
and what information that should be disclosed about
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Key Features

them.

- 1AS 32 does not address recognition and

measurement principles.

- Presentation addresses:

- Classifying an instrument as either aliability or
an equity instrument, according to its substance.

- Classfication is made on the basis of
assessments at the time of i nitial recognition and
is not subsequently atered.

- A financid liability involves a contractua
obligation either to deliver cash or another
financial asset, or to issue another financial
instrument under terms that are potentialy
unfavourable to the iswer.

- Aninstrument that does not giveriseto such a
contractual obligation is an equity instrument.

- If the holder can elect whether to take cash or
equity, theinstrument is aliability.

- |If theissuer isrequired to pay cash, the
instrument is aliability. Anexampleis
mandatorily redeemable preferred shares.

- Atissuance, an issuer must classify separately
the debt and equity components of asingle
compound instrument such as convertible debt

and debt issued with detachable rights or
warrants.

- Interest, dividends, gains, and losses relating to
an ingrument classified as aliability should be
reported as income or expense as appropriate.

- A financid asset and a financia liability should
be offset and the net amount reported when, and
only when, an entity has alegaly enforceable
right to set off the amounts, and intends either to
<ettle on anet basis, or to realise the asset and
settle theliability smultaneously.

- Disclosure requirements:

- The extent and nature of the financia
instruments, including significant terms and
conditions.

- Accounting policies and methods adopted.
- Information about exposure to interest rate risk.

www.iasplus.com
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Related SC

- Information about exposure to credit risk.

- Information about the fair values of all financial
instruments, or a statement that it is not
practicable to provide such information.

- A revison in 2000 elaborated on the definition of
financia liability to include settlement in the form of
the entity’s own equity securities.

SIC 5, Clasdsification of Financial Instruments —

Contingent Settlement Provisions

Such instruments are liahilities unless the possibility of
cash settlement isremote.

SIC 16, Share Capital —Reacquired Own Equity
Instruments (Treasury Shares)

Treasury shares should be presented in the balance
sheet as a deduction from equity, not as an asset.

SIC 17, Equity — Costs of an Equity Transaction

Such costs should be accounted for as a deduction from
equity.

Key Proposals
in ED of
Amendments
to IAS32 and
IAS39

- Puttable instruments for which the amount of the put

to the issuer is variable, should be recognised as a
liability for theissuer.

- A derivative indexed to the price of own shares and
requiring net cash or net share settlement, or giving
the counterparty a choice of net cash or net share
settlement, shoul d be a derivative asset or liability
(not an equity instrument).

- In applying split accounting for the liability and
equity elements of an issued compound instrument,
measurement should be made of the liability
component first with any residual amount assighed
to the equity element.

Useful DTT
Publication

Financial Instruments —Applying IAS 32 and IAS
39 Summaries, Guidance, Examples and US GAAP
Comparisons

This 250- page guide contains comprehensive
summaries of IAS 32 and IAS 39 as well as 165 Q&A,
151 examples (many with journd entries), and 52 US
GAAP comparisons. Download without charge from
www.iasplus.com.
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IAS 33, Earnings Per Share

Effective Date  Periods beginning on or after 1 January 1999.

Objective To prescribe principles for determining and presenting
earnings per share (EPS) amountsin order to improve
performance comparisons between different entitiesin
the same period and between different accounting
periods for the same entity. Focus of IAS 33 ison the
denominator of the EPS cd culation.

Key Features - Appliesto publicly traded entities, entitiesin the
process of issuing such shares, and any other entity
voluntarily presenting EPS.

- Present basic and diluted EPS on the face of the
income statement:

- For each class of ordinary shares.
- With equal prominence.
- For dll periods presented.

- Basic EPS calculation:

- Earnings numerator — should be after deduction
of al expensesincluding tax, extreordinary
items, and minority interests, and after
deduction of preference dividends.

- Denominator —weighted average number of
shares outstanding during the period.

- Diluted EPS calculation:

- Earnings numerator —the net profit for the
period attributable to ordinary sharesis
increased by the after -tax amount of dividends
and interest recognised in the period in respect
of the dilutive potential ordinary shares (such as
options, warrants, convertible securities, and
contingent insurance agreements), and adjusted
for any other changes in income or expense that
would result from the conversion of the dilutive
potential ordinary shares.

- Denominator —should be adjusted for the
number of shares that would be issued on the
conversion of all of the dilutive potential
ordinary shares into ordinary shares.

- Anti-dilutive potentid ordinary shares are to be
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excluded from the calculation.

Related SC SIC 24, Earnings Per Share — Financial
Instrumentsthat May Be Settled in Shares
All instruments that may result in the issuance of
ordinary shares, whether at the option of theissuer or
the holder, are potential ordinary shares.
KeyProposals - Per share amounts should be presented on the face of
inED on the income statement for income from continuing
Improvements operations as well as for net income.

- Anti-dilution should be assessed based on income
from continuing operations, not net income.

- Contracts that may be settled in common shares or in
cash at the issuer’s option should be included in the
calculation of the number of potential ordinary
shares in the diluted EPS calculation based on a
rebuttable presumptionthat the contract will be
sdtled in shares. SIC 24 would consequently be
withdrawn.

- If an entity purchases its own preference shares for
more than their carrying amount, the excess should
be trested as a preferred dividend in calculating basic
EPS.

- Additional computational guidance on more complex
matters is being added, such as the effects of

contingently issuable shares.

IAS 34, Interim Financial Reporting

Effective Date

Objective

Key Features

Periods beginning on or after 1 January 1999.

To prescribe the:

- Minimum content of an interim financial report
(IFR).

- Recognition and measurement principles for an
interim period.

- Appliesonly when the entity isrequired or electsto
publish an IFR in accordance with IFRS.

- Locd regulators (not IAS 34) mandate

- which entitys should publish interim financia
reports,
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Related SC

- how frequently, and
- how soon &fter the end of an interim period.

- AnIFR is acomplete or condensed set of financia
statements for a period shorter than an entity’ s full
financial year.

- Minimum components of an IFR are condensed
balance sheet, income statement, statement showing
changesin equity, cash flow statement, and selected
explanatory notes.

- Prescribes the comparative periods for which interim
financial statements are required to be presented.

- Materiality is based on interim financial data, not
forecasted annua amounts.

- The notesin an IFR should provide an explanation of
events and transactions significant to understanding
the changes since the last annua financia
satements.

- Same accounting policies as annud.

- Revenue and costs to be recognised when they occur,
not anticipated or deferred.

- Change in accounting policy — restatement of
previoudly reported interim periods.

None

I AS 35, Discontinuing Operations

Effective Date
Objective

Key Features

5€  www.iasplus.com

Periods beginning on or after 1 January 1999.

To enhance the ahility to make financid projections by
segregating information about discontinuing operations
from information about continuing operations. 1AS 35
does not establish any recognition or measurement
principlesin relation to discontinuing operations —
these are dedlt with under other IFRS. In particular,
IAS 35 provides guidance on how to apply IAS 36,
Impairment of Assets, and IAS 37, Provisions,
Contingent Liabilities and Contingent Assets, to
discontinuing operations.

- A discontinuing operation isarelaively large
component of a business enterprise, such asa
business or geographical segment under 1AS 14,
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Segment Reporting — that the entity, pursuant to a
dngle plan, either is disposing of substantialy inits
entirety or is terminating through abandonment or
piecemeal sde.

- Disclosure begins when a detailed formal plan for
disposal has been adopted and announced or when
the entity has aready contracted for the disposal.

Disclosure continues until completion of disposal.

- Disclosures would be made if aplan for disposal is
approved and publicly announced after the end of an
entity’ sfinancia reporting period but before the
financia statements for that period are authorised for
issue

- Disclosure includes the following for the
discontinuing operation: carrying amount of total
assets and liabilities at balance sheet date; amount of
revenue, expenses, pretax profit or loss, and income
tax expense for the current period; cash flow
information for the period.

- Separate disclosure for each discontinuing operation.
- Presentation of required disclosures:

- Either on the face of the financia statements or
in the notes — by segregating the continuing and
discontinuing assets, liahilities, income expenses
and cash flows.

- Not an extraordinary item.

- Restatement of prior periods.
Related SC None

IAS 36, Impairment of Assets

Effective Date  Periods beginning on or after 1 July 1999. Revised
paragraph 1 based on IAS 41, Agr iculture, effective on
or after 1 January 2003.

Objective To ensure that assets are carried at no more than their
recoverable amount, and to define how recoverable
amount is calculated.

Key Features - IAS 36 appliesto all assets except inventories (see
IAS 2, Inventories), assets arising from construction
contracts (see IAS 11, Construction Contracts),
deferred tax assets (see |AS 12, Income Taxes),

;J KEY INFORMATION ON CURRENT IFRS

assets arising from employee benefits (see IAS 19,
Employee Benefits), financial assets (see I1AS 39,
Finand d Instruments: Recognition and
Measurement), investment property measured et fair
value (see |AS 40, Investment Property), biological
assets related to agricultural activity measured at fair
value less estimated point -of - sale costs (see IAS 41,
Agriculture).

- Impairment loss to be recognised when carrying

amount of an asset exceeds its recoverable amount.

- Recognise impairment loss through income

statement for assets carried at cost; treet asa
decrease in the revaluation surplus for assets carried
at revalued amount.

- Recoverable amount is the higher of an asset’s net

sdling price and its value in use.

- Valuein useisthe present value of estimated future

cash flows expected to arise from the continuing use
of an asst, and from its disposdl at the end of its
useful life.

- Discount rate is the pretax rate that reflects current

market assessments of the time value of money and
the risks specific to the asset. The discount rate
should not reflect risks for which future cash flows
have been adjusted and should equd the rate of
return that investors would requireif they were to
choose an investment that would generate cash flows
equivalent to those expected from the asset.

- At each balance sheet date, review assets to look for

any indication that an asset may be impaired, by
reference to internal and external indicators of
impairment identified in IAS 36.

- If itis not possible to determine the recoverable

amount for the individual asset, then determine
recoverable amount for the asset’s cash-generating
unit.

- Reversa of prior years impairment losses allowed

in certain instances (more restrictive for goodwill).

- Disclose impairment losses by class of assets and by

segment (if applying IAS 14, Segment Reporting).

- Disclosure for reversal of impairment losses.

None
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Key Proposals
in ED of
Amendments
to IAS36

- Subsequent to initial recognition, the impairment

approach, rather than the amortisation approach,
should be applied to goodwill and any other
intangible asset with an indefinite useful life.

- Revisad 1AS 36 will incorporate amendments

addressing goodwill impairment testing.

- Goodwill and any other intangible asset with an
indefinite useful life should be tested for
impairment annualy even if there are no
specific indicators of impairment.

- The test should be performed at the smallest
group of cash generating units to which
goodwill can be dlocated on a reasonable and
consistent basis. Such grouping of cash
generating units should be consistent with
management’ s grouping to evauate financia
performance internally, and should not be larger
than a primary reportable segment under IAS
14. Guidance clarifying the level a which
management tests goodwill for impairment will
be included in the revised IAS 36.

- Guidance should be provided in the revised
standard relating to the basis for estimating cash
flow projections for the related cash generating
unit, asin IAS 36.27.

- Impairment of goodwill’s cash generating unit
should be determined by comparing the
recoverable amount (the higher of ‘value in use
and ‘net selling price’) of the cash generating
units with the carrying amount of the recognised
net assets.

- If impairment of goodwill isidentified, it should
be measured by comparing the carrying amount
of goodwill withiitsimplied value. (Theimplied
value is the difference between recoverable
amount of the cash+ generating units to which the
goodwill belongs and the fair value of the net
assats that would be identified and recognised if
the unit were acquired et the date of the
impairment test.)

- Reversds of goodwill impairment losses should
be prohibited.
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IAS 37, Provisions, Contingent Liabilities and Contingent Assets

Effective Date

Objective

Key Features
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Periods beginning on or after 1 July 1999.

To prescribe appropriate recognition criteria and
measurement bases for provisions, contingent
lighilities, and contingent assets and to ensure that
sufficient information is disclosed in the notes to the
financid statements to enable users to understand their
nature, timing and amount. 1AS 37 thus aims to ensure
that only genuine obligations are dedt with in the
financia statements. Planned future expenditure, even
where authorised by the board of directors or
equivaent governing body, is excluded from
recognition, as are accruas for salf-insured losses,
generd uncertainties, and other events that have not yet
teken place

- Recognise a provision only when there is a liability

resulting from past events, a present obligation that
givesrise to a probable outflow of resources, and the
amount of the obligtion can be measured reliably.

- Amount recognised as a provision is the best

estimate of settlement amount at balance sheet date.

- Requires areview of provisons at each balance

sheet date to adjust for changesin estimate.

- Utilise provisions only for origna purposes.
- Examples of provisons may include onerous

contracts, restructuring provisions, warranties,
refunds policy, site restoration.

- Comprehensive disclosures are required for

provisions.

- Contingent liability arises when:

- thereisapossible obligation to be confirmed by
afuture event that is outside the control of the
entity, or

- apresent obligation that may, but probably will
not, require an outflow of resources, or

- asufficiently reliable estimate of the amount of
a present obligation cannot bemade (thisis
rare).

Contingent liabilities require disclosure only (no
recognition); if the possibility of outflow isremote,
then no disclosure.
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Related SC

- Contingent asset arises when the inflow of economic
benefitsis probable, but not virtually certain, the
ocaurrence of which will depend on an event that is
outside the control of the entity.

- Contingent assets require disclosure only, but where
the redlisation of income is virtually certain, then the
related asset is not a contingent asset and recognition
is appropriate.

None

IAS 38, Intangible Assets

Effective Date

Objective

Key Features

Periods beginning on or after 1 July 1999.

To prescribe the accounting trestment for intangible
assets that are not dealt with specificaly in another
IFRS. IAS 38 requires an entity to recognise an
intangible asset if, and only if, certain criteria are met.
IAS 38 dso specifies how to measure the carrying
amount of intangible assets and what to disclose
regarding intangible assets.

- Reqguires an entity to recognise an intangible asset (at
cost), whether purchased or sdf -created if, and only
if:

- itisprobable that the future economic benefits
that are attributable to the asset will flow to the
entity, and

- the cost of the asset can be measured reliably.

- Additiond recognition criteria for internally
generated intangible assets.

- Requires al expenditure on research to be
recognised as an expense when it is incurred.

- Development costs are capitalised only after
technical and commercia feasibility of the assé for
sde or use have been established.

- Internally-generated goodwill, brands, mastheads,
publishing titles, customer lists, start-up costs,
training cogts, advertising costs, and relocation costs
should not be recognised as assets.

- If anintangible item does not meet both the
definition and the criteria for the recognition of an
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intangible asset, expenditure on thisitem is
recognised as an expense when it is incurred, except
if the cost isincurred as part of a purchase business
combination, in which caseit should form part of the
amount attributed to goodwill (negative goodwill) at
the date of acquisition.

- Subsequent expenditure on an intangible asset after
its purchase or completion should be recognised as
an expense when it isincurred unless:

- it enhances the benefits originally expected from
the asset, and

- the expenditure can be measured and attributed
to the asset rediably.

- If these conditions are met, the subsequent
expenditure should be added to the cost of the
intangible asset.

- After initia recognition, an intangible asset is
measured either at cost less accumulated
amortisation and impairment losses or, if thereisa
quoted market price in an active market, under the
alowed dternative treatment, at a revalued amount
less subsequent amortisation and impairment.

- Amortisation: over useful life (presumption of not
more than 20 years), based on pattern of benefits
(straight-line is the default).

Related SC SIC 6, Cogts of Modifying Existing Software
Expenditure to restore or maintain the economic
benefits from software should not be capitalised.

SIC 32, Intangible Assets— Web Site Costs

Certain initid infrastructure development and graphic
design costs incurred in web site devel opment may be
capitalisad.

KeyProposals - Intangible assets, including in-process research and

in ED of development (IPR&D), acquired in a business

Amendments combination should be recognised separately from

to 1AS38 goodwill if they arise as a result of contractual or

legal rights or are separable from the business.
Subsequent expenditure on the acquired IPR&D
project should be accounted for in accordance with
IAS 38 for research and development expenditure of
an interna project.

- The rebuttable presumption in IAS 38 that the useful

62
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life of an intangible asset is less than 20 years would
be removed.

- Intangible assets, whether or not acquired in a
business combination, can have indefinite useful
lives. ‘Indefinite’ does not mean ‘infinite’.

- Intangible assets with indefinite useful lives should
not be subject to the amortisation requirementsin
IAS 38 but should be tested for impairment at each
financid year-end (or more frequently if there are
indications of asset impairment) by comparing the
asset’ s recoverable amount with its carrying amount.
The recoverable amount of intangible assets with
indefinite useful lives should continue to be
measured, and impairment losses in respect of these
assets should continue to be accounted for, under
IAS 36, Impairment of Assets.

- Intangible assets with indefinite useful lives and that
trade in an active market (very rare) should continue
to be permitted to be carried at revalued amountsin

accordance with |AS 38.

IAS 39, Financial Instruments: Recognition and M easur ement

Effective Date

Objective

Key Features

Periods beginning on or after 1 January 2001.

To establish principles for recognising, measuring, and
disclosing information about financial assets and
financial liabilities. 1AS 39 supplements the disclosure
provisions of IAS 32, Financia Instruments:
Disclosure and Presentation.

- All financial assets and financid liabilities, including
al derivatives and certain embedded derivatives,
should be recognised on the bal ance sheet.

- Financial instruments should initialy be measured at
cogt, which is the fair value of the consideration
given or recelved to acquire the financial asset or
liability.

- Cogt includes transaction costs such as commissions,
fees, levies by regulatory agencies and securities
exchanges, and transfer taxes and duties. Transaction
costs do not include premium or discount, financing
costs, or alocations of interna administrative or
holding costs.

- An entity has an option of recognising norma
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purchases and sales of securities in the market place
consistently either at trade date or settlement date. If
settlement date accounting is used, IAS 39 requires
recognition of certain value changes between trade
and settlement dates.

- For the purpose of measuring a financial asset

subsequent to initial recognition, this Standard
classifies financia assetsinto four categories:

1 Loansand receivables originated by the entity
and not held for trading.

2 Hdd-to-maturity (HTM) investments, such as
debt securities and mandatorily redeemable
preferred shares, that the entity intends and is
able to hold to maturity. The Standard imposes
punitive treatment if an entity sells any HTM
investments: al of its other HTM investments
must be reclassified as available-for-sdle
(category 4 below) for the current and next two
financia reporting years.

3 Financid assets held for trading —that is,
acquired for the purpose of generating a profit
from short-term fluctuations in price. Derivative
assets are aways deemed held for trading unless
they are designated as hedging instruments.

4. Available-for-sale financia assets — dl financid
assetsthat do not fall into one of the other three
categories. Thisincludes dl investmentsin
equity instruments that are not held for trading.

- Subsequent to initia recognition, all financial assets

should be remeasured to fair value, except for the
following, which should be carried at amortised cost

subject to atest for impairment:

- loans and receivables originated by the entity
and not held for trading,

- heldto-maturity investments, and

- availablefor sdle and held for trading
investments whose fair value cannot be reliably
messured (limited to some unquoted equity
instruments where other methods of estimating
fair vaue reasonably are inappropriate or
unworkable, and some derivatives that are
linked to and must be settled by delivery of such
unquoted equity instruments).
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- After acquisition, most financia liabilities should be
measured at origina recorded amount less principa
repayments and amortisation. Only derivatives and
ligbilities held for trading (short sales) should be
remeasured to fair va ue.

- 1AS 39 establishes conditions for determining when
control over afinancial asset or ligbility has been

transferred to another party and, therefore, it should
be removed from the balance sheet (derecognised).

- Financia assets and liabilities that are designated as
hedging instruments are subject to specia hedge
accounting rules.

- For those financial assets and liabilities that are
remeasured to fair value, an entity hasasingle,
entity-wide option to either:

- recognise the entire adjustment in net profit or
loss for the period, or

- recognise in net profit or loss for the period only
those changes in fair value relating to financia
assets and liabilities held for trading, with the
vaue changes for non-trading assets (available
for-sde) reported in equity until the financia
asset is sold or determined to be impaired, at
which time the gain or loss is reported in net
profit or loss.

- Hedge accounting (recognising the offsetting effects
on net profit or loss symmetrically) is permitted in
certain circumstances, provided that the hedging
relationship is clearly defined, measurable, and
actually effective.

- Three types of hedges with different accounting
treatment: fair value hedge, cash flow hedge, and
hedge of a net investment in aforeign entity (as
defined in IAS 21, The Effects of Changesin
Foreign Exchange Rates), which is accounted for as
a cash flow hedge.

- Fair value hedge — recognise gairvloss through
income statement for both the hedged item and
hedging instrument.

- Cash flow hedge — gain/loss on the effective portion
of hedging instrument— directly to equity, and any

remaining gain/loss (ineffective portion) through net
profit/loss. Special rules apply if anon-derivativeis
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used to hedge a foreign exchange gain/loss.

- Supplementsthe disclosure requirements of IAS 32
regarding financial instruments.

Related SC SIC 33, Consolidation and Equity Method —
Potential Voting Rightsand Allocation of
Ownership Interests
Certain instruments containing potential voting rights
must be accounted for in accadance with IAS 39.

KeyProposals - An entity should be permitted to designate a

in ED of financial asset that would otherwise be classified asa
Amendments loan or receivable originated by the entity as an
toIAS39 availablefor-salefinancial asset.

- Fixed maturity should not be a precondition for
classification of afinancial asset as aloan or
receivable originated by the entity.

- An entity should be permitted to measure any
financia instrument at fair value, with changesin
fair vaue recognised in net profit or loss, by
designating it irrevocably at inception as held for
trading. To impose discipline on this approach, an
entity isto be precluded from reclassifying financial
instruments into (or out of) the category.

- The option to recognise changes infair vaue of the
availablefor -sde portfolio in the income statement
should be dliminated. Therefore al fair vaelue
changes should be recognised in equity.

- An entity should have the option, rather than being
required, to measure a hybrid financid instrument
containing an embedded derivative that is not closdly
related to the host contract at fair vaue with changes
in fair value reported in net profit or loss.

- Hedges of firm commitments should be classified as
fair value hedges and not cash flow hedges.

- A basis adjustment should be prohibited when a cash
flow hedge of aforecasted transaction results in the
recognition of an asset or aliability.

- Only loans individualy assessed for impairment and
found to be unimpaired should be included in a
group of loans with similar risk attributes for
purposes of collective assessment of impairment.

- The methodology for measuring impairment should
ensure that an impairment |oss is not recognised on
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initial recognition of the assets.

- The derecognition provisionsin I AS 39 should be
clarified by establishing as the guiding principle a
continuing involvement approach that disallows
derecognition to the extent to which the transferor
has continuing involvement in an asset or a portion
of an asset it has transferred.

IAS39 IAS 39 Implementation Guidance: AnlAS 39
Guidance Implementation Guidance Committee, chaired by John

T. Smith of Delaitte & Touche (USA), developed
approximately 250 questions and answers, which are
published as part of the IASB’s Bound Volume of
IFRS. No further Q& A are being developed.

Useful DTT
Publication

Financial Instruments —Applying IAS 32 and IAS

39 Summaries, Guidance, Examples and US GAAP
Comparisons.

This 250 page guide contains comprehensive
summaries of IAS 32 and IAS 39 aswdll as 165 Q&A,
151 examples (many with journd entries), and 52 US
GAAP comparisons. Download without charge from

www.iasplus.com.

IAS 40, Investment Property

Effective Date

Periods beginning on or after 1 January 2001.

Objective To prescribe the accourting treatment for investment
property and related disclosure requirements.
Key Features - Investment property is land or buildings held

(whether by the owner or under afinance lease) to
earn rentals or for capital appreciation or both.

- 1AS 40 does not goply to owner -occupied property

or property that is being constructed or developed for
future use as investment property, or property held
for sdein the ordinary course of business.

- Permits an entity to choose either the fair value

mode! or cost model.

- Fair value modd — investment property is measured

at fair value, and changesin fair value are recognised
in the income statement.

- Cost modd — investment property is measured at
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depreciated cost less any accumulated impairment
losses. Fair value of the investment property is still
required to be disclosed.

- The chosen measurement modedl is to be applied to

all of the entity’ sinvestment property.

- If an entity uses the fair value mode but, when a

particular property is acquired, thereis clear
evidence that the entity will not be able to determine
fair value on a continuing bas's, the cost model is
used for that property —and must continue to be used
until disposal of the property.

- Change from one mode to the other is permitted if it

will result in a more appropriate presentation (highly
unlikely for change from fair value to cost modd).

- Disclosure includes:

- M ethod of determining fair value.

- Extent of use of independent valuer in
determining fair value.

- Criteriathat were used to classify property as
investment property or not.

Related SC None

Key Proposal The definition of an investment property would be
inED on amended to permit a property interest held by alessee
Improvements  under an operating lease to qualify as investment

property provided that the lessee usesthe fair value
mode of IAS40. In this case, the lessee should
account for the lease asiif it were a finance lease.

IAS 41, Agricultu

Effective Date

Objective

Key Features
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re

Periods beginning on or after 1 January 2003.

To establish standards of accounting for agricultural
activity — the management of the biological
transformation of biological assets (living plants and
animals) into agricultural produce.

- Messure all biological assets at fair value less
expected point -of-sdle costs at each balance sheet
date, unless fair value cannot be measured reliably.

- Messure agricultural produce at fair value at the
point of harvest less expected point -of-sde costs.
Because harvested produce is a marketable
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Related SC

Prefaceto IFRS

Adoption
Key Features

commodity, there is no “measurement reliability”
exception for produce.

- Changein fair value of biological assets during a
period is reported in net profit or loss.

- Exception to fair value model for biological assets:
if thereisno active market at time of recognitionin
the financia statenents, and no other reliable
measurement method —apply the cost modd to the
specific biological asset only. The biological asset
should be measured at depreciated cost less any
accumulated impairment losses.

- Quoted market price in active market generally
represents the best measure of fair value of a
biologica asset or agricultura produce. If an active
market does not exist, IAS 41 provides guidance for
choosing another measurement basis.

- Fair value measurement stops at harvest. 1AS 2,
Inventories, applies after harvest.

- Disclosure to include:

- Destription of an entity’s biologica assts, by
broad category.

- Carrying amount of each category.
- Changein fair value during the period.

- Reconciliation of changesin the carrying
amount of biological assets, showing separately
changes in value, purchases, sales, harvesting.

- Basisfor determining fair value.

None

Adopted by the IASB in May 2002.

Covers, among other things, the objectives of the
IASB, the scope of IFRS, due process for developing
IFRS and Interpretations, equal status of “black letter”
and “grey letter” paragraphs, policy on effective dates,
and use of English as the officia language.
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First-Time Adoption of IFRS

Status. ED 1wasissued in July 2002. Comment period ended 31
October 2002. Under ED 1, afirst-time adopter would comply with the
latest version of each IFRS, with limited exemptions (see page 23 of this
publication). Since IAS 1 requires comparative financid statements,
generaly one prior year would be restated using current IFRS. ED 1
would replace SIC 8.

What’'s next? The IASB expectsto issue afina IFRS in the second
quarter of 2003, effective for an entity’sfirst IFRS financia statements for
aperiod beginning on or after 1 January 2004. Earlier application
encouraged.

Amendmentsto IAS 32 and |AS 39, Financial Instruments
Status. An exposure draft issued in July 2002 proposed major changes to
IAS 32 and IAS 39. The principa proposed changesto IAS 32 are set out

starting on page 53 of this publication, following the summary of IAS 32.
The principa proposed changesto |AS 39 are set out starting on page 66
of this publication, following the summary of IAS 39.

The IASB received over 170 letters of comment on the exposure draft,
many expressing significant disagreements with aspects of the proposals.
The Board devoted nearly al of its two-day meeting with the Standards
Advisory Council in February 2003 to the proposed changes. And 108 of

the commentators presented their views in face-t o-face discussions with
the IASB at five days of public roundtable discussonsin Brussels and
London in March 2003.

What's next? Final standards are expected in third quarter of 2003,
effective for 2005.

Improvementsto IFRS

Status. In May 2002, the IASB published an exposure draft of proposed
amendments to 14 standards and consequential amendments to a number
of other stlandards. The main changes would beto 1AS 1, 2, 8, 10, 15, 16,
17, 21, 24, 27, 28, 31, 33, and 40. They are noted in our summaries of
those standards earlier in this publication.

The Board received over 150 letters of comment on its exposure draft. It
began its consideration of those comments in November 2002.

What's next? Fina standards expected insecond and third quarters of
2003, effective for 2005.

Share-Based Payment

Status. ED 2 was issued in November 2002. Comments were due 7
March 2003. Earlier in this publication, following our summary of IAS
19, are the key proposdsin ED 2. The mod fundamental proposal isto
require that entities recognise the cost of all share based payments,
including employee share options.
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FASB invited comments on ED 2, as did dl of the IASB’s partner national
standard setters. Asaresult of the comments rec eived, FASB added
accounting for stock optionsto its agenda and, in April 2003, voted to
expense stock options.

What's next? Final standard is expected in fourth quarter of 2003,
effective for 2005.

Business Combinations— Phase|

Status. Exposure Draft s were issued in December 2002, one (ED 3)
proposing anew IFRSto replace IAS 22, Business Combinations, and the
others proposing amendmentsto IAS 36, Impairment of Assets, and IAS
38, Intangible Assets. The comment period ended 4 April 2003.
Followingthe summaries of those three standards earlier in this booklet,
the key proposals for change are highlighted. Most fundamentally, uniting
(pooling) of interests would be prohibited, and goodwill and other
intangibles with indefinite lives would no longer be amortised but would
be tested for impairment at least annually.

What's next? Final standards expected in fourth quarter of 2003,
effective for 2005.

Business Combinations—Phase |

Status. Phase Il of IASB’s Business Combinations project has three
@mponents:

O Issuesrdated to the application of the purchase method.

U Accounting for business combinations in which separate entities or
operations of entities are brought together to form a joint venture,
including consideration of “fresh start accounting”.

O  Issuesthat were excluded from Phase I:

Business combinations involving entities (or operations of
entities) under common control.

Business combinations involving two or more mutual entities
(such as mutua insurance companies or mutual cooperative
entities).

Business combinations in which separate entities are brought
together to form a reporting entity by contract only without the
obtaining of an ownership interest.

The purchase method component is now an active IASB project being

conducted jointly with FASB, with agoa of achieving convergence in the

procedures for gpplying the purchase method.

What's next? Exposure draft expected in second quarter of 2003, final
standard in 2004, effective for 2005.

The Income Statement (Perfor mance Reporting)

Status. Thisproject is addressing broadly how to present all recognised
changes in assets and liabilities from transactions or other events except
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those related to owners investments and withdrawals (sometimes called
comprehensive income).

The IASB has tetatively concluded that dl changes in assets and
lighilities other than owner transactions should be presented in asingle
performance statement —the income statement. Here'sthe Board's
tentative thinking about the format of the income statement:

Cdumn 1 Column Z Column 3

Total Income anc Income and

2+3 Expenses Expenses

Other thar Resulting

Remeasure from

ments Remeasure

ments

Operations XXX XXX XXX

Financing XXX XXX XXX

Income Taxes XXX XXX XXX
Discontinuing

Operations X X XX
Net Income or

Comprehensive XXX XXX XXX

Income

This format would apply to al companiesin al industries. Subtotals
within comprehensive income (for example, ‘ operating profit’) will be
prohibited except when they are subtotals of other amounts required to be
displayed on the face. There would be no ‘recycling’ of items across
columns or rows from one period to another.

What's next? An exposure draft is planned for fourth quarter 2003. The

Board has indicated, however, that it does not expect to make afinal
standard mandatory in time for 2005 financia reporting.

Short-Term Convergence Project: IFRS and US GAAP

Status. The objective of this project isto eiminate a variety of
differences between Internationa Financiad Reporting Standards and US
GAAP. The project, which is being done jointly by FASB and IASB,
gew out of an agreement reached by the two Boards in September 2002

Some differences being considered in this project arose as a result of
recent |ASB exposure drafts. These include classification of liahilities as
current or noncurrent, asset exchanges, voluntary accounting changes, and
revisonsto IAS 32 and IAS 39. ThelASB istaking a close look at these
asit redeliberates the EDs.

Other differences have arisen in statements recently issued by FASB.
These include the definition and presentation of discontinued activities;
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costs associated with exit or disposa activities (including provisions for
restructuring costs), assets held for sdle, and government grants.

Still other differences aremore long-standing but may be capable of
resolution in arelatively short time. These includeidle capacity and
spoilage cogts of inventories; accounting policies, changes in estimates,
and errors; depreciation of assets held for disposal or idle; appliction of
the temporary difference approach to income taxes; construction contracts,
investments in joint ventures, interim financia reporting; and research and
devel opment costs.

What's next? An exposure draft is planned for the third quarter of 2003,
with afina standard in 2004, effective for 2005.

Insurance Contracts

Status. Theinsurance contracts project has been carried forward from the
former IASC. It was a comprehensive project addressing all issues on
accounting for insurance contracts. However, a its May 2002 meeting,
the IASB agreed to split the project into two phases, so that some
components can be put in place by 2005 without delaying the rest of the
project.

The first phase is addressing the application of existing IFRS to compani es
that issue insurance contracts. Phase Il is now the comprehensive project.
Also, the Board is trying to avoid requiring changes in Phase | that might
be reversed in Phase I1. Moreover, the Board does not intend to develop
specific recognition and measurement requirements in Phase | for most
aspects of insurance contracts.

What’snext? For Phase |, an exposure draft expected in the second

quarter of 2003, with afina standard in 2004, effective for 2005. The
IASB has not established atimetable for Phase |l.

Activities of Financial Ingtitutions

Status. The Board has agreed on afinancia risk disclosure principle,
which states that a financial institution should disclose information that
enables users of itsfinancia statements to evaluate the natue and extent
of the entity’s exposure to financia risks during the reporting period.

To apply that principle, qualitative and quantitative information would be
required about:

O Creditrisk.

U Qudlity of assets— past due and impaired financial assets.

U Liquidity risk.

Q Marketrisk.

The Board has also tentatively agreed to require disclosure of capital
requirements imposed by external parties (for example, a regulator).
What's next? An exposure draft is planned for third quarter 2003. The
Board has indicated, however, that it does not expect to make afinal
standard mandatory in time for 2005 financia reporting.
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Revenue, Liabilities, and Equity: Concepts

Status. Thisproject addressesthreeinterrelated issues:
O Distinction between lighilities and equity.

U Definition of and recognition criteria for liabilities.
U Genera principles for recognising revenue.

The IASB isfocusing first on revenue recognition in ajoint project with
the FASB. They aim to develop a comprehensive set of principles for
revenue recognition that will eliminate the inconsistenciesin the existing
standards and practices. The project isin the study phase, with no
decisions yet made.

What's next? The project is likely to lead to revisions of both the IASB
Framework and 1AS 18, Revenue, with an exposure draft in 2003 and final
IFRS in 2004.

Consolidation, Including Special Purpose Entities

Status. The objective of this project is to reconfirm the basis on which an
entity should consolidate its investments and to provide more rigorous
guidance around the concept of “control”.

What’snext? The project islikely to lead to revisons of IAS 27. IASB
has not yet established a timetable.

IASB’s Active Resear ch Topics
These are likely to become active agenda projects soon:

U Theapplication of IFRS to smdl and medium-sized entities and in
emerging economies.

U Leaseaccounting.

Q  Accounting concepts, including a strategic review of the basic

elements of accounting and design work on measurement, focusing

initialy on impairments.

Aspects of accounting for financid instruments.

Accounting for associates and joint ventures.

Extractive industries.

ooo

Our www.iasplus.com website hasthelatest infor mation about
the |ASB’s agenda proi ects, including summaries of decisions
reached at each | ASB meeting.
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USEFUL CONTACT INFORMATION ()

Websites:

U Deloitte Touche Tohmatsu
www.deloitte.com
www.iasplus.com

QIASB
www.iash.org.uk

U 1ASB’sLiaison Standard Setting Bodies

Australian Accounting www.aash.com.au

Standards Board

Canadian Accounting www.cicaca

Standards Board

France Conseil Nationa dela www.finances.gouv.fr/fCNCo
Comptabilité mpta

German Accounting Standards ~ www.drsc.de
Board

Japan Accounting Standards www.ash.or.jp/index_e.html
Board

New Zedand Financia WWW.icanz.co.nz
Reporting Standards Board

United Kingdom Accounting www.ash.org.uk
Standards Board (ASB)

United States of America www.fash.org
Financial Accounting
Standards Board (FASB)

Q International Auditing and Assurance Standar ds Board
www.ifac.org/iaash

U International Federation of Accountants
www.ifac.org

U International Organization of SecuritiesCommissions
WWW.i0SC0.0rg

J IASPLUS QUARTERLY NEWSLETTERS

Déeaitte Touche Tohmatsu publishes | AS Plus, a quarterly newsletter on
developments in international financial reporting. In addition, email derts
are occasionally provided for important news arising between issues of the
newsletter.

If you would like to receive these newdetters and derts viaemail, please
email thefollowing information to iasplus@del oitte.com.hk.

Nane

Company name:
Job title:

Email address:

Our www.iasplus.com website has a page with linksto nearly
200 accounting-related websites.

www.iasplus.com 7c

Electronic editions of the | AS Plus newdetter are aso available a
www.iasplus.com.
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ABOUT DELOITTE TOUCHE TOHMATSUJ

Déeaitte Touche Tohmatsu is one of the world's leading professiona
services organisations. The member firms d Deloitte Touche Tohmatsu
deliver world-class assurance and advisory, tax, and consulting services.
With more than 119,000 people in over 140 countries, the member firms
serve over one haf of the world's largest companies, as well as large
national enteprises, public institutions, and successful, fast-growing
globa growth companies. Our internationally experienced professionals
strive to deliver seamless, consistent services wherever our clients operate.
Our mission isto help our clients and our people excel.

Deloitte Touche Tohmatsu is a Swiss Verein, and each of its national
practices is a separate and independent legdl entity.

Our Globa IFRS Leadership Team:

IFRS GLOBAL OFFICE

Ken Wild, Globd IFRS Leader kwild@de oitte.co.uk
IFRS CENTRES OF EXCELLENCE

Americas
D. J. Gannon iasplusamericas@dd oitte.com
Asia-Pacific:
Stephen Taylor iasplus@del oitte.com.hk
Europe-Africa:
Graeme Berry, Johannesburg iasplus@del oitte.co.za
Stig Enevoldsen, Copenhagen dk_iasplus@del oitte.dk
Veronica Poole, London iasplus@del oitte.co.uk
Laurence Rivat, Paris iasplus@deloitte.fr

This publication is available in electronic form atwww.iasplus.com
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