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January 2004 Special Edition 
 
IASB Publishes Thirteen Revised Standards 
December 2003 saw the publication in final form of thirteen revised 
International Accounting Standards (IASs) arising out of the “improvements 
project”.  These are: 

 IAS 1 Presentation of Financial Statements 
 IAS 2 Inventories 
 IAS 8 Accounting Policies, Changes in Accounting Estimates and Errors 
 IAS 10 Events after the Balance Sheet Date 
 IAS 16 Property, Plant and Equipment 
 IAS 17 Leases 
 IAS 21 The Effects of Changes in Foreign Exchange Rates 
 IAS 24 Related Party Disclosures 
 IAS 27 Consolidated and Separate Financial Statements 
 IAS 28 Investments in Associates 
 IAS 31 Interests in Joint Ventures 
 IAS 33 Earnings per Share 
 IAS 40 Investment Property 

 
The publication of the final improvements document also withdraws IAS 15 
Information Reflecting the Effects of Changing Prices.  In addition to changes 
to the above standards, there have been consequential amendments to other 
IASs and revisions to IAS 32 Financial Instruments: Disclosure and 
Presentation, and IAS 39 Financial Instruments: Recognition and 
Measurement. 
 
All of the revised standards apply to periods beginning on or after 1 January 
2005 with earlier adoption encouraged.  From the perspective of those 
companies that are required to (or elect to) adopt International Financial 
Reporting Standards (IFRSs) for the first time in its December 2005 financial 
statements, these will be the standards that will apply on first time adoption 
under IFRS 1. 
 
Publication of the revised standards is a major step towards achieving the 
“stable platform” of standards that the IASB is committed to finalising by the 
end of March 2004 for 2005 first-time adopters. For 2005 first-time adopters, 
the IASB has also stated that we will see final standards on the following 
subjects: 

 share-based payments; 
 business combinations (with revisions to IAS 36 Impairment of Assets 

and IAS 38 Intangible Assets); 
 disposal of non-current assets and presentation of discontinued 

operations (which will supersede IAS 35 Discontinuing Operations); 
 an interim standard on accounting for insurance contracts;  
 an amendment to IAS 39 dealing with macro hedging; and  
 an interim standard for extractive industries. 

Additionally, the IFRIC has issued four exposure drafts that could be 
finalised during 2004.  It does not appear that final interpretations will be 
available by 31 March 2004, and therefore there is some doubt that their 
effective dates will be prior to 1 January 2006. 
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 The following pages highlight some of the more significant changes to IFRS 

as a result of the revised standards published in December 2003.  A 
separate newsletter will address the changes to IAS 32 and IAS 39. 
 

The objective of IAS 1 is to 
prescribe the basis of preparation 
of financial statements and to 
ensure comparability, both with 
the entity’s financial statements 
for previous periods and with 
financial statements of other 
entities.  The standard sets out 
requirements for the structure and 
the minimum content of financial 
statements. 

IAS 1 Presentation of Financial Statements 
 
The key features of the revised version of IAS 1 include: 
 
 Fundamental principles underlying the preparation of financial 

statements (including going concern presumption, consistency in 
presentation and classification, accrual basis of accounting, and 
materiality); the basis for selecting and disclosing accounting policies; 
rules for offsetting assets and liabilities, and income and expenses; 
presenting comparative amounts. 
 All IAS, IFRS, IFRIC, and SIC should be complied with.  
 Noncompliance is permitted in very rare circumstances to achieve true 

and fair view, with comprehensive disclosure requirements.  
 A complete set of financial statements should include a balance sheet, 

income statement, statement of changes in equity, cash flow statement, 
accounting policies, and explanatory notes. 
 Financial statements generally to be prepared annually. 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 
additional line items. 
 Requirements and guidance on presentation and disclosure for each 

financial statement component. 
 
The key changes to IAS 1 include:  
 
 Includes guidance on the meaning of ‘present fairly’ and emphasises 

that the application of IFRS is presumed to achieve a fair presentation.  
Requires departure from a standard in very rare circumstances where 
compliance would be misleading (except where not permitted by the 
relevant regulatory framework). 
 Liquidity presentation of assets and liabilities is only permitted if it 

provides a more relevant and reliable presentation than a current/non-
current classified balance sheet. 
 Defined criteria for the classification of assets and liabilities as current/ 

non-current.  
 A financial liability that is due within twelve months after the balance 

sheet date must be classified as a current liability even if an agreement 
to refinance, or to reschedule payments, on a long-term basis is 
completed after the balance sheet date and before the financial 
statements are authorised for issue.   
 A long-term financial liability that is payable on demand because the 

entity has breached a condition of its loan agreement must be classified 
as current at the balance sheet date even if, after the balance sheet date, 
and before the financial statements are authorised for issue, the lender 
has agreed not to demand payment as a consequence of the breach.   
 Disclosure of the major judgements, apart from those involving 

estimations, in the process of applying the entity’s accounting policies 
that have the most significant effect on the amounts recognised in the 
financial statements. 
 Disclosure of judgements, estimations and key assumptions concerning 

the future that have a significant risk of causing a material adjustment 
to the carrying amounts of assets and liabilities within the next financial 
year. 
 Omission of certain disclosures and prohibition of disclosure of 

“extraordinary items”. 
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 Requirements for the selection and application of accounting policies 
have been transferred to the revised IAS 8 from the former IAS 1. 
 Presentation requirements that were previously contained in IAS 8 have 

been transferred to IAS 1. 
 Disclosures relating to the statement of changes in equity have been 

clarified. 
 

The objective of IAS 2 is to 
prescribe the accounting treatment 
for inventories. The amount of 
cost to be recognised as an asset 
and carried forward until the 
related revenues are recognised is 
addressed. 

IAS 2 Inventories 
 
The key features of the revised version of IAS 2 include: 
 
 Inventories are required to be stated at the lower of cost and net 

realisable value. 
 Guidance on the determination of cost of inventories and any write-

down to net realisable value. 
 For inventory items that are not interchangeable, specific costs are 

attributed to the specific individual items of inventory. 
 For interchangeable items: benchmark cost formula used to assign costs 

to inventories is either FIFO or weighted average cost. 
 When inventories are sold, the carrying amount of those inventories 

should be recognised as an expense in the period in which the related 
revenue is recognised. 
 The same cost formula (such as FIFO or weighted average) should be 

used for all inventories having the same characteristics (SIC 1 
incorporated in the new standard).. 
 Inventories of certain agricultural and mineral commodities may be 

measured at net realisable value or fair value in certain circumstances, 
even if above cost. 

 
The key changes to IAS 2 include:  
 
 The scope of the standard has been clarified.  Some types of inventories 

are outside the scope of the standard while other types of inventories 
are exempted only from the measurement requirements of the standard. 
 Exchange differences arising directly on the recent acquisition of 

inventories invoiced in a foreign currency shall no longer be included in 
the cost. 
 For inventories purchased with deferred settlement terms, the difference 

between the purchase price for normal credit terms and the amount paid 
is recognised as interest expense over the period of financing. 
 The use of the last-in-first-out (LIFO) cost formula has been prohibited. 
 Clarification is provided of circumstances that would trigger a reversal 

of a write-down of inventories recognised in a prior period. 
 New disclosures are required for inventories carried at fair value less 

costs to sell, and for write-downs of inventories. 
 

The objective of IAS 8 is to 
prescribe the criteria for selecting 
accounting policies, and the 
accounting treatment and 
disclosure of changes in 
accounting policies, changes in 
accounting estimates and 
correction of errors. 

IAS 8 Accounting Policies, Changes in Accounting 
Estimates and Errors 
 
The key features of the revised version of IAS 8 include: 
 
 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). 
 An entity shall apply its accounting policies consistently for similar 

transactions, other events and conditions unless a standard or an 
interpretation specifically requires or permits categorisation of items for 
which different policies may be appropriate (SIC 2 and SIC 18 
incorporated in the new standard) 
 Items of unusual size, nature, or incidence should be separately 

disclosed. 
 Changes in accounting estimates (for example, change in useful life of 
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an asset) are to be accounted for prospectively  (no restatement). 
 A change in accounting policy should only be made if required by a 

standard or an interpretation or so as to give more reliable and relevant 
information  
 A change made on the basis of a new IFRS is accounted for in 

accordance with the transitional provisions specified in the new 
standard. In case of  no specific transitional provisions or in case of 
changing an accounting policy voluntarily, it shall apply the change 
retrospectively. 
 For correction of errors that occurred in prior years, and other non-

mandated changes in accounting policies—restatement and adjustment 
to opening retained earnings is required.  

The key changes to IAS 8 include:  
 
 The standard now includes requirements for the selection and 

application of accounting policies. This material has been transferred 
from IAS 1.  A hierarchy of guidance for selection of accounting 
policies in the absence of standards and interpretations that specifically 
apply has been established. 
 Material omissions and misstatements are defined. 
 The option to include, in current period net profit or loss, the 

cumulative effect of a voluntary change in accounting policy or  
correction of a prior period error has been removed.  Comparative 
information for prior periods is restated to reflect the new accounting 
policy or error correction. 
 The “impracticability” criterion for exemption from changing 

comparative information has been retained. But IAS 8 now includes a 
definition of “impracticable” and guidance on its interpretation. 
 The standard eliminates the concept of a fundamental error.  All error 

corrections are to be treated similarly (restatement of the erroneous 
prior period financial statements).  
 Disclosure is now required (rather than just encouraged) of an 

impending change of accounting policy when the entity has yet to 
implement a new standard or interpretation that has been issued but not 
yet come into effect, including disclosure of the possible impact.   
 The standard also includes more detailed disclosure requirements for 

adjustments arising out of changes of accounting policies and correction 
of prior period errors. 

 
The objective of IAS 10 is to 
prescribe when an entity should 
adjust its financial statements for 
events occurring after the balance 
sheet date and to prescribe the 
disclosures that it should give 
about the date when the financial 
statements were authorised for 
issue and about events after the 
balance sheet date. 

IAS 10 Events after the Balance Sheet Date 
 
The key features of the revised version of IAS 10 include: 
 
 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 financial statements are authorised for issue. 
 Adjusting events – adjust the financial statements to reflect those events 

that provide evidence of conditions that existed at balance sheet date 
(such as resolution of a court case after a balance sheet date).  
 Non-adjusting events – do not adjust the financial statements to reflect 

events that are indicative of conditions 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).  Significant 
events are to be disclosed. 
 An entity should not prepare its financial statements on a going concern 

basis if events after the balance sheet date indicate that the going 
concern assumption is not appropriate. 
 Disclosure is required of the date financial statements are authorised for 

issue. 

The key changes to IAS 10 include:  
 
 The revised standard clarifies that if an entity declares dividends to 
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holders of equity instruments after the balance sheet date, it should not 
recognise those dividends as a liability at the balance sheet date.  But 
such dividends are disclosed in the notes to the financial statements in 
accordance with IAS 1. 

 
The objective of IAS 16 is to 
prescribe the accounting treatment 
for property plant and equipment.  
The principal issues are the 
recognition of the assets, the 
determination of their carrying 
amounts and the depreciation 
charges and impairment losses to 
be recognised in relation to them. 
 

IAS 16 Property, Plant and Equipment 
 
The key features of the revised version of IAS 16 include: 
 
 All 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. These costs include costs incurred initially to acquire 
or construct an item of property, plant and equipment and costs incurred 
subsequently to add to, replace part of, or service an item. 
 Initial recognition at cost. 
 All other subsequent expenditure should be recognised as an expense 

when it is incurred. 
 For depreciable assets, the depreciation method selected must reflect 

the consumption of benefits. 
 Subsequent to initial recognition, assets to be measured at cost less 

accumulated depreciation and impairment losses, or revaluation less 
subsequent depreciation of the revalued amount. 
 Revaluation to be carried out regularly and for the entire class of assets. 
 Any revaluation 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 
(not to income) when the surplus is realised. 
 An entity should account separately for impairments, related 

compensation from third parties, and repair/restoration costs (SIC 14 
incorporated in the standard). 
 The cost of a major inspection or overhaul should be recognised in the 

carrying amount of the item of property, plant and equipment as a 
replacement if the overall recognition criteria are satisfied (SIC 23 
incorporated in the new standard) 
 Costs of day-to-day servicing of the item are recognised in profit or loss 

as incurred 
 
The key changes to IAS 16 include: 
 
 The standard clarifies that it applies to property plant and equipment 

used to develop or maintain biological assets, mineral rights and 
mineral reserves. 
 Measurement at recognition includes costs incurred initially to acquire 

or construct an item of property plant and equipment and costs incurred 
subsequently to add to, replace part of, or service an item.  This is a 
change from the previous IAS 16 (which contained a separate 
recognition principle for subsequent expenditure) and should lead to the 
capitalisation of subsequent expenditure in more circumstances. 
 Measurement at recognition includes the costs of the asset’s 

dismantlement, removal or restoration, the obligation for which an 
entity incurs as a consequence of using the item for purposes other than 
to produce inventories during that period.  The previous IAS 16 
included within its scope only such costs incurred as a consequence of 
installing the item. 
 An asset acquired in an exchange transaction should be valued at fair 

value unless the exchange transaction lacks commercial substance.  
Under the previous IAS 16, the acquired asset was measured at the 
carrying amount of the asset given up if the assets were “similar”. 
 An entity may carry all items of property plant and equipment of a class 

at a revalued amount, if the fair value can be measured reliably.  There 
was no previous requirement that the values have to be reliably 
measurable. 
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 An entity is required to determine the depreciation charge separately for 
each significant part of an item of property plant and equipment.  This 
was unclear in the previous IAS 16. 
 Property plant and equipment is required to begin to be depreciated 

when it is available for use and to continue to be depreciated until it is 
derecognised, even if it is idle.  
 Depreciation is recognised as long as the asset’s residual value does not 

exceed its carrying amount. 
 The standard clarifies that the residual value of an item should be 

measured as the amount the entity estimates it would receive currently 
if the asset were already of the age and in the condition expected at the 
end of its useful life. 
 An entity is required to derecognise the carrying amount of an item of 

property, plant and equipment that it disposes of on the date the criteria 
for the sale of goods in IAS 18 Revenue would be met. The previous 
version did not require to use those criteria to determine the date on 
which it derecognised the item. 
 An entity is required to derecognise the carrying amount of a part of an 

item of property plant and equipment if that part has been replaced and 
the entity has included the cost of the replacement in the carrying 
amount of the item. The previous version of IAS 16 did not extend its 
derecognition principle to such parts; rather, its recognition principle 
for subsequent expenditures effectively precluded the cost of 
replacement from being included in the carrying amount of the item. 
 Gains on disposal of property, plant, and equipment shall be included in 

profit or loss when the item is derecognised but shall not be classified 
as revenue. 

 
The objective of IAS 17 is to 
prescribe, for lessees and lessors, 
the appropriate accounting 
policies and disclosures to apply in 
relation to leases.  
 

IAS 17 Leases  
 
The key features of the revised version of IAS 17 include: 
 
 A lease is classified as a finance lease if it transfers substantially all of 

the risks and rewards incident to ownership. 
 All other leases are classified as operating leases. 
 A substance over form requirement when determining the lease type. 

Where a series of transactions involve the legal form of a lease and can 
only be understood with reference to the series as a whole, then these 
transactions should be accounted for as a single transaction.  
 Lessee’s accounting for finance leases:  Recognise asset and liability at 

the lower of the present value of minimum lease payments and the fair 
value of the asset. 
 Depreciation to be as for owned assets. Finance lease payment 

apportioned between interest and reduction in liability. 
 Lessor’s accounting for finance leases:  Recognise a receivable at an 

amount equal to the net investment in the lease. Finance income to be 
based on a pattern reflecting a constant periodic rate of return on the 
lessor’s net investment. 
 Lessee’s accounting for operating leases:  Recognise lease payments as 

an expense in the income statement on a straight-line basis over the 
lease term, unless another systematic basis is more representative of the 
pattern of benefit. 
 Lessor’s accounting for operating leases:  Assets held for operating 

leases should be presented in the lessor’s balance sheet according to the 
nature of the asset.  Lease income should be recognised on a straight-
line basis over the lease term, unless another systematic basis is more 
representative of the pattern of benefit. 
 Accounting for sale and leaseback transactions depends on whether 

these are finance or operating leases. 
 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 15 being incorporated in 
the standard). 
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The key changes to IAS 17 include: 
 
 When classifying a lease, an entity should normally consider the land 

and building elements separately. The minimum lease payments are 
allocated between the land and buildings elements in proportion to the 
relative fair values of the leasehold interests. 
 Lessors should include initial direct costs incurred in negotiating a lease 

in the initial measurement of finance lease receivables. They are 
therefore spread over the lease term on the same basis as the lease 
income.  The option in the previous IAS 17 for such costs to be charged 
as an expense as incurred has been removed.  This treatment does not 
apply to manufacturer or dealer lessors where such cost recognition is 
as an expense when the selling profit is recognised 
 Any initial direct costs of the lessee in a finance lease are added to the 

amount recognised as an asset 
 The definitions of the interest rate implicit in the lease, unearned 

finance income, and net investment in the lease have been clarified. 
 The standard now distinguishes between the inception of the lease 

(when leases are classified) and the commencement of the lease term 
(when recognition takes place). 

 
The objective of IAS 21 is to 
prescribe how to include foreign 
currency transactions and foreign 
operations in the financial 
statements of an entity and how to 
translate financial statements into 
a presentation currency. 

IAS 21 The effects of changes in foreign exchange 
rates 
 
The key features of the revised version of IAS 21 include: 
 
 Results and financial position should be measured in the functional 

currency of the entity, which is the currency of the primary economic 
environment in which it operates.  Guidance is provided on the 
determination of functional currency. 
 When recording transactions in the functional currency: 
 Foreign currency transactions are initially recognised at the spot 

rate on the date of the transaction. 
 At subsequent balance sheet dates, monetary items are translated at 

closing rate; non-monetary items at historical cost are retained at 
the transaction date rate; and non-monetary items at fair value are 
translated at the rate ruling at the date the value was determined. 
 Exchange differences on monetary items are recognised through 

the income statement. 
 When presenting financial statements in a currency other than the 

functional currency (e.g., consolidated financial statements including 
foreign operations): 
 Assets and liabilities are translated at closing rate. 
 Income and expenses are translated at the rate ruling at the dates of 

the transactions (although in practice an average rate may be used 
in the absence of significant fluctuations). 
 The resulting exchange differences are recognised as a separate 

component of equity. 
 On disposal of a foreign operation, the cumulative exchange 

differences deferred in a separate component of equity are 
recognised in the income statement. 
 Special rules apply to foreign entities operating in a 

hyperinflationary economy (see also IAS 29). 
 The standard also prescribes a number of disclosure requirements. 
 “Convenience translations” (translating all financial figures at the end-

of-period exchange rate) must be clearly distinguished from 
information that complies with IFRS. 

The key changes to IAS 21 include: 
 
 Foreign currency derivatives and hedge accounting are now dealt with 

in IAS 39. 
 The notion of “measurement currency” has been replaced by a separate 

notion of “functional currency”. 
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 Functional currency is defined and is determined based on an 
assessment of facts and circumstances.  That is, the determination of a 
foreign operation’s functional currency is not a choice.   
 A reporting entity has the ability to present its results and position in 

any presentation currency. 
 Option to capitalise certain exchange differences has been removed 

(SIC 11 being removed). 
 Changes in functional currency are required to be accounted for 

prospectively. 
 Goodwill must be allocated to foreign operations and carried at that 

foreign operation’s functional currency.  Goodwill and fair value 
adjustments are translated at closing rate. 

 
The objective of IAS 24 is to 
ensure that an entity’s financial 
statements contain the disclosures 
necessary to draw attention to the 
possibility that its financial 
position and profit or loss may 
have been affected by the existence 
of related parties and by 
transactions and outstanding 
balances with such parties. 

IAS 24 Related party disclosures 
 
The key features of the revised version of IAS 24 include: 
 
 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 level of transaction-related disclosure. 
 Does not require remeasurement of related-party transactions to a 

market price or disclosure of an estimated market price. 
 Identifies situations where disclosure is not required. 

The key changes to IAS 24 include: 
 
 Disclosure of the compensation of key management personnel is 

required. 
 State-controlled entities that are profit-oriented are no longer exempted 

from disclosing transactions with other state-controlled entities. 
 The definition of “related party” has been expanded by adding parties 

with joint control over the entity; joint ventures in which the entity is a 
venturer; and post-employment benefit plans for the benefit of 
employees of the entity, or of any entity that is a related party of that 
entity. 
 Disclosure of proportions of transactions and outstanding balances is no 

longer sufficient.  Amounts must be disclosed. 
 The expense recognised in respect of bad or doubtful debts due from 

related parties must be disclosed. 
 Amounts payable to, and receivable from, related parties must be 

analysed between specified categories. 
 The name of the entity’s parent and, if different, the ultimate controlling 

party must be disclosed. 
 The exemptions from disclosure in the individual financial statements 

of the parent (when consolidated financial statements are presented) has 
been removed. 
 The exemption from disclosure in the financial statements of certain 

wholly owned subsidiaries has been removed. 
 

IAS 27 applies to the preparation 
and presentation of consolidated 
financial statements for a group of 
entities under the control of a 
parent. The standard also applies 
to accounting for investments in 
subsidiaries, jointly controlled 
entities and associates in the 
separate financial statements of a 
parent, a venturer or investor. 
 

IAS 27 Consolidated and Separate Financial 
Statements 
 
The key features of the revised version of IAS 27 include: 
 
 Defines a subsidiary in terms of control and provides guidance on the 

definition of control. 
 All subsidiaries should be consolidated except if temporary control at 

acquisition, or subsidiary operates under severe long-term restrictions 
that results in the entity losing control. 
 Such subsidiaries should be accounted for in accordance with IAS 39 

Financial Instruments: Recognition and Measurement. 
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 Requires separate line-item balance sheet and income statement 
presentation for minority interests. 
 Parent’s separate financial statements: account for all of its investments 

in subsidiaries either at cost, or as available-for-sale financial assets as 
per IAS 39. 
 An enterprise should consolidate a special purpose entity (SPE) when, 

in substance, the enterprise controls the SPE (SIC 12 being 
incorporated in the standard). 
 An entity should consider potential voting rights in assessing whether it 

controls or significantly influences another entity (SIC 33 being 
incorporated in the standard). 

 
The key changes to IAS 27 include: 
 
 The title of the standard has been changed to recognise that it now deals 

with accounting for investments in subsidiaries, jointly controlled 
entities and associates in the separate financial statements of a parent, 
venturer or investor.  It is no longer permitted to account for such 
investments using the equity method in the separate statements.  Also, 
where the consolidated financial statements deal with an unconsolidated 
subsidiary in accordance with IAS 39, this basis (rather than cost) must 
be used in any individual financial statements. 
 The exemption whereby certain subsidiaries are not required to prepare 

consolidated financial statements is retained but amended in several 
respects.  It is no longer necessary for the subsidiary to be wholly 
owned or “virtually wholly owned” but minority shareholders must 
have been informed and not objected.  Several other conditions apply. 
 The exemption from consolidation in the case of temporary control has 

been tightened up to specify that there must be an intention to dispose 
of the investment within twelve months (instead of the “near future” 
which was open to various interpretations) and management is actively 
seeking a buyer. 
 The revised standard stipulates, for clarification, that the requirement to 

consolidate investments in subsidiaries applies to venture capital 
organisations, mutual funds, unit trusts and similar entities.  There is no 
equivalent for subsidiaries to the exemptions in IAS 28 and IAS 31. 
 The standard clarifies that severe long-term restrictions on transfer of 

funds do not justify not consolidating a subsidiary. 
 Uniform accounting policies should be used.  The previous “not 

practicable” exemption is removed. 
 Minority interests should be presented in the consolidated balance sheet 

within equity, separately from the parent shareholders’ equity.  The 
previous IAS 27 precluded presentation of such interests as liabilities 
but did not require presentation within equity. 

 
IAS 28 prescribes the accounting 
for investments in associates. 

IAS 28 Investments in Associates 
 
The key features of the revised version of IAS 28 include: 
 
 Equity method of accounting required in consolidated financial 

statements if investor has significant influence except when such 
investments should be accounted for in accordance with IAS 39, 
Financial Instruments: Recognition and Measurement. 
 Rebuttable presumption of significant influence if investment held, 

directly and indirectly, is more than 20% of investee. 
 Under the equity method, investment is initially 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. 
 Equity accounting is required in the separate financial statements of the 

investor even if consolidated accounts are not required, for example, 
because the investor has no subsidiaries.  But equity accounting is not 
required where the investor would be exempt from preparing 
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consolidated financial statements under IAS 27. In that circumstance, 
instead of equity accounting, the parent would account for the 
investment either (a) at cost or (b) in accordance with IAS 39. 
 Requirement for impairment testing in accordance with IAS 36 

Impairment of Assets. 
 Unrealised gains and losses resulting from transactions with associates 

should be eliminated proportionately (SIC 3 being incorporated in the 
standard). 
 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. An investor must consider the carrying 
amount of all long-term interests in the associate (not just its investment 
in the equity) when recognising its share of losses (SIC 20 being 
incorporated in the standard). 
 An entity should consider potential voting rights currently exercisable 

or convertible in assessing whether it significantly influences another 
entity (SIC 33 incorporated in the standard). 

 
The key changes to IAS 28 include: 
 
 Investments in associates held by venture capital organisations, mutual 

funds, unit trusts and similar entities including investment-linked 
insurance funds that are classified as held for trading and accounted for 
in accordance with IAS 39 are outside the scope of IAS 28. 
 Clarification is provided that equity accounting is required in the 

consolidated or separate financial statements of the investor except 
where the investor would be exempt under the provisions of IAS 28.13. 
 Clarification is provided that goodwill relating to an associate is 

included in the carrying amount of the investment. 
 When an associate is acquired and held with a view to its disposal 

within twelve months of acquisition and management is actively 
seeking a buyer, the standard does not require the equity method to be 
applied. 
 The standard clarifies that severe long-term restrictions on transfer of 

funds do not justify non-equity accounting when significant influence 
still exists. 
 The difference between the reporting date of the investor and that of the 

associate must be no greater than three months. 
 Consistent accounting policies to those of the investor must be used for 

the equity accounting.  The “not practicable” exemption is removed. 
 

IAS 31 prescribes the accounting 
treatment required for interests in 
joint ventures, irrespective of the 
structures or forms under which 
the joint venture activities take 
place.  
 

IAS 31 Interests in Joint Ventures 
 
The key features of the revised version of IAS 31 include: 
 
 The key characteristic of a joint venture (JV) is a contractual 

arrangement to share control. JVs may be classified as jointly 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 recognises in both its separate and 

consolidated financial statements its share of the joint assets, any 
liabilities that it has incurred directly, 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 expenses incurred by the 
joint venture, and expenses incurred directly in respect of its interest in 
the joint venture. 
 Jointly controlled entities – Can use the proportionate consolidation 

method or the equity method of accounting. 
 Recognition of proportionate share of gains or losses on contributions 

of non-monetary assets is generally appropriate (SIC 13 being 
incorporated in the standard). 
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he key changes to IAS 31 include: 

 The standard does not apply to interests in jointly controlled entities 

 
S 

 standard provides exemptions from application of proportionate 
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 ts disposal 

 g-term restrictions on transfer of 

 
The objective of IAS 40 is to 

ion of 

S 33 Earnings per Share 

he key features of the revised version of IAS 33 include: 

 Applies to publicly traded entities, entities in the process of issuing 

 ent: 

 
 

 – should be after deduction of all expenses 

 ed average number of shares outstanding 

 Dilu : 
 the net profit for the period attributable to 

e 
r 

 shares that 

 All 
ry 

 
he key changes to IAS 33 include: 

 Additional guidance and examples are provided on complex matters 

 

 es is a year-to-date weighed 
 
ate 

 nts where an entity discloses, in 

T
 

held by venture capital organisations, mutual funds, unit trusts and 
similar entities including investment-linked insurance funds that are
classified as held for trading and accounted for in accordance with IA
39. 
The 
consolidation or the equity method similar to those provided for certai
parents not to prepare consolidated financial statements. 
When a joint venture is acquired and held with a view to i
within twelve months of acquisition and management is actively 
seeking a buyer, the Standard does not require proportionate 
consolidation or equity accounting. 
The standard clarifies that severe lon
funds do not justify not to apply the equity method or proportionate 
consolidation. 

prescribe principles for the 
determination and presentat
earnings per share. The focus of 
the standard is on a consistently 
determined denominator for the 
earnings per share calculation. 

IA
 
T
 

such shares, and any other entity voluntarily presenting EPS. 
Present basic and diluted EPS on the face of the income statem
 For each class of ordinary shares. 
 With equal prominence. 
 For all periods presented.

Basic EPS calculation: 
 Earnings numerator

including tax and minority interests, and after deduction of 
preference dividends. 
Denominator – weight
during the period. 
ted EPS calculation
 Earnings numerator –

ordinary shares is 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, convertibl
securities, and contingent insurance agreements), and adjusted fo
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 
would be issued on the conversion of all of the dilutive potential 
ordinary shares into ordinary shares.  Anti-dilutive potential 
ordinary shares are to be excluded from the calculation. 

instruments that may result in the issuance of ordinary shares, 
whether at the option of the issuer or the holder, are potential ordina
shares (SIC 24 incorporated in the standard). 

T
 

such as the effects of contingently issuable shares; potential ordinary 
shares of subsidiaries, joint ventures or associates; participating equity
instruments; written put options; purchased put and call options; and 
mandatorily convertible instruments. 
The number of potential ordinary shar
average of the number of potential ordinary shares included in each
interim diluted earnings per share calculation, rather than a year-to-d
weighted average of the number of potential ordinary shares weighted 
for the period they were outstanding.  
The standard prescribes new requireme
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The objective of IAS 40 is to 
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he key features of the revised version of IAS 40 include: 

 Investment property is land or buildings held (whether by the owner or 

 
 

 ost model. 

 ost less 

 pplied to all of the entity’s 

 r value model but, when a particular property is 
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 m one model to the other is permitted only if it will result in 

 
ining fair value. 

 in determining fair value. 
rty 

 
he key changes to IAS 40 include: 

 The original IAS 40 did not permit an interest in a property held by a 
 

t property is met; 
e lease in 

 odel set out in the standard for the 

 The inor changes including some amendments, 

 
 

addition to basic and diluted EPS, amounts per share using a reported 
component of the income statement other than one required by the 
standard.  Basic and diluted EPS relating to such a component shoul
be disclosed with equal prominence and presented in the notes to the 
financial statements. 
The standard deals wi
or cash at the issuer’s option.  However, the IASB has withdrawn the 
notion of a rebuttable presumption that was included in the Exposure 
Draft and instead incorporated the requirements of SIC 24, which 
requires contracts that may result in the issue of ordinary shares to 
considered as potential ordinary shares. 

prescribe the accounting trea
for investment property and 
related disclosure requiremen

IAS 40 Investment property 
 
T
 

under a finance lease) to earn rentals or for capital appreciation or both. 
IAS 40 does not apply to owner-occupied property or property that is 
being constructed or developed for future use as investment property, or
property held for sale in the ordinary course of business. 
Permits an entity to choose either the fair value model or c
 Fair value model – investment property is measured at fair value, and 

changes in fair value are recognised in the income statement. 
Cost model – investment property is measured at depreciated c
any accumulated impairment losses. Fair value of the investment 
property is still required to be disclosed. 
The chosen measurement model is to be a
investment property.  
If an entity uses the fai
acquired, there is clear evidence that the entity will not be able to 
determine fair value on a continuing basis, the cost model is used fo
that property – and must continue to be used until disposal of the 
property.  
Change fro
a more appropriate presentation (highly unlikely for change from fair 
value to cost model). 
Disclosure includes: 
 Method of determ
 Extent of use of independent valuer
 Criteria that were used to classify property as investment prope

or not. 

T
 

lessee under an operating lease to qualify as investment property.  The
revised IAS 40 permits such an interest to be classified and accounted 
for as investment property provided that: 
 the rest of the definition of investmen
 the operating lease is accounted for as if it were a financ

accordance with IAS 17; and 
the lessee uses the fair value m
asset recognised. 
re are some other m

which are consequential to those made to IAS 16. 
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