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The Diploma content :
IAS 1 Presentation of Financial Statements
IAS 2 Inventories

IAS 8 Accounting Policies, Changes in Accounting Estimates and
Errors

IAS 10 Events After the Reporting Period
|AS 12 Income Taxes

IAS 16 Property, Plant and Equipment
IAS 19 Employee Benefits

IAS 20 Accounting for Government Grants and Disclosure of
Government Assistance

IAS 21 The Effects of Change in Foreign Exchange Rates
IAS 23 Borrowing Costs

IAS 24 Related Party Disclosures

IAS 27 Separate Financial Statements

|AS 28 Investments in Associates and Joint Ventures
|AS 32 Financial Instruments: Presentation

IAS 33 Earnings per Share

IAS 34 Interim Financial Reporting
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IAS 36 Impairment of Assets

IAS 37 Provisions, Contingent Liabilities and Contingent Assets
IAS 38 Intangible Assets

IAS 40 Investment Property

IAS 41 Agriculture

IFRS 1 First-Time Adoption of International Financial Reporting
Standards

IFRS 2 Share-Based Payment
IFRS 3 Business Combinations

IFRS 5 Disposal of Non-current Assets and Reporting of Discontinued
Operations held for sale

IFRS 6 Exploration for and Evaluation of Mineral Resources
IFRS 7 Financial Instruments: Disclosure

IFRS 8 Operating Segments

IFRS 9 Financial Instruments

IFRS 10 Consolidated Financial Statements

IFRS 11 Joint Arrangements

IFRS 12 Disclosure of interests in Other Entities

IFRS 13 Fair Value Measurement

IFRS 15 Revenue from Contracts with Customers

IFRS 16 Leases
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CH 1 HANDOUTS

1- IFRS 1 — First-time Adoption of International Financial
Reporting Standards.

e [NTRO:

» The principles underpinning the first-time preparation of financial
statements under IFRS Standards are set out in IFRS 1 — First-time Adoption
of International Financial Reporting Standards.

e |FRS 1 REQUIRES

» IFRS 1 requires that both the financial statements for the current
period and the comparative figures be presented using IFRS
Standards in force at the first reporting date under IFRS Standards.
In this case, this date is 30 September 20X5.

e First step ( open SOFP)

» is to prepare the opening statement of financial position under
IFRS.

v This is the statement of financial position at the start of
the earliest period( for which Epsilon presents
comparative information in its first full IFRS Standards
financial statements). In Epsilon’s case, this date is 1
October 20X3.

» The opening IFRS Standards statement of financial position needs
to be published in Epsilon’s first set of IFRS Standards financial
statements. Therefore, the financial statements at 30 September
20X5 will contain three statements of financial position, rather
than the usual two.

» Despite there being three statements of financial position in the
financial statements for the year ended 30 September 20X5, there
will be only two statements of profit or loss and other
comprehensive income and statements of changes in equity in
these financial statements.

e Second step ( reconcialation)

» In the first set of financial statements we will need a reconciliation
of those amounts which were previously reported under local
standards in the previous year’s financial statements.

» The reconciliation will be between the amounts reported in
previous periods under local standards and the equivalent
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amounts reported as comparatives in the current period under
IFRSs.

ETHICS
Principles (PPICO)

» PROFESSIONAL COMPETENCE. (Acting diligently and in accordance with IFRS
standards)

» PROFESSIONAL BEHAVIOUR. (To comply with laws and regulations and avoid
any conduct that discredits the profession).

» INTEGRITY. (To be honest and straightforward in all business relationships).

» CONFIDENTIALITY. (To respect of confidentiality of the info acquired).

» OBIJECTIVITY. (Not to compromise professional or business judgments because of bias,
conflict of interest, or undue influence of others).

THREATS (SSAFI)

» SELF INTEREST
» SELF REVIEW.
» ADVOCACY.

» FAMILIARITY.
> INTIMIDATION.

ANSWER TECHNIQUE

» The situation that the financial controller has been presented with
means that the fundamental principles of.....ccccvvevveieennn.. ARE UNDER
THREAT.

» The discussion with the finance director means that the financial
controller faces THREATS

A. Self interest threat this is

DECAUSE....vveete ettt et
B. Intimidation threat this is

DECAUSE.....eveete ettt et
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CHAPTER 2

What is this ‘Conceptual Framework’ and how does it relate to individual IFRS standards issued by
the Board?

overview of its content and purpose and how it fits into the overall financial reporting process.

The answer:

v" The Conceptual Framework is a document which sets out the objectives and concepts for
general purpose financial reporting.
v" The Framework provides the foundations for (IFRS Standards) but it is not a standard itself.
v' The purpose of the conceptual framework
> Assist the IASB to develop IFRS standards that are based on consistent consepts.
> Assist preparers to develop consistent accounting policies when no standard applies
to particular transaction or event or when standard allow s a choice of accounting
policy.
» Assist all parties to understand and interpret the standards.
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CH 3

IFRS 15
REVENUE FROM CONTRACTS WITH CUSTOMERS

INTRO

e The timing of the recognition of revenue under IFRS 15 — Revenue from Contracts with
Customers —depends on the type of performance obligation the entity has under the
contract with the customer.

e A performance obligation is a distinct promise to transfer goods or services to the customer.

RECOGNITION

e |FRS 15 requires that revenue should be recognized when a performance obligation is
satisfied.
e In many cases (e.g. the sale of goods in the ordinary course of business), performance
obligations are satisfied at a point in time.
» Insuch cases, the revenue is recognized at the point control of the goods
is transferred to the customer.
e Insome cases (e.g. a contract to construct an asset for use by a customer), performance
obligations are satisfied over a period of time.
» Insuch cases, the proportion of the total revenue recognized is the
proportion of the performance obligation which has been satisfied by the
reporting date. 2

MEASUREMENT- TRANSACTION PRICE

e The measurement of revenue is based on the transaction price.

v" The transaction price is the amount of consideration to which an entity
expects to be entitled in exchange for transferring the promised goods
and services to the customer.

e In many cases, where the consideration for the transaction is fixed and payable immediately
after the revenue has been recognized (e.g. most sales of goods), .

v" Where the due date for payment IS more than 12 months, then the time
value of money should be taken into account when measuring the
transaction price.

v" This means that the revenue recognized on the sale of goods with
deferred payment terms would be split into

o a ‘sale of goods’ component and
o afinancing component.
e Where the total consideration due from the customer contains variable elements (e.g. the
possibility that the customer obtains a discount for bulk purchases depending on the total
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purchases in a period), then the transaction price should be based on the best estimate of

the total amount receivable from the customer as a result of the contract.

Criteria of recognizing the revenue

O O O O O

day ot

Identify the contract with the customer.

Identify the performance obligation.

Determine the transaction price.

Allocate the transaction price to the performance obligations.

Recognize the revenue when or as the performance obligation is satisified.
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oy et

CH 4

IAS 16

IAS 16 states that the accounting treatment of PPE is determined on a class by class
basis. For this purpose,

property and plant would be regarded as separate classes.

IAS 16 requires that PPE is measured using either the cost model or the revaluation
model. This model is applied on a class by class basis and must be applied
consistently within a class.

IAS 16 states that when the revaluation model applies, surpluses are recorded in
other comprehensive income, unless they are cancelling out a deficit which has
previously been reported in profit or loss, in which case it is reported in profit or
loss.

Where the revaluation results in a deficit, then such deficits are reported in profit or
loss, unless they are

cancelling out a surplus which has previously been reported in other comprehensive
income, in which case they are reported in other comprehensive income.

According to IAS 16, all assets having a finite useful life should be depreciated over
that life. Where property is concerned, the only depreciable element of the property
is the buildings element, since land normally has an indefinite life. The estimated
useful life of a building tends to be much longer than for plant.

NOTE : WHEN WE CALCULATES THE FINANCE COST FOR PPE WE STARTING CALCULATING
THE FINANCE COST FROM THE DATE WHEN THE PLANT OR THE PROPERTY IS COMPLETED
NOT AS THE DEPRECIATION STARTING FROM THE DATE THE ASSET IS READY FOR USE.
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Define

CH 5 IAS 36

‘control’ as outlined in IFRS 10. Where relevant, you should provide appropriate

explanations for the terms you use in your definition.

v

v

IFRS 10 defines control as rights to variable returns from the acquired business

and the ability to affect those returns through its power over the acquired business.

To have power, the acquirer must have existing rights which give it the current ability to
direct

the ‘relevant activities’ of the acquired business.

The ‘relevant activities’ of a business are activities which significantly affect the returns of
the business. Where two or more investors have the ability to direct relevant activities,
control is

exercised by the investor who directs the activities which most significantly affect the
returns

to the acquired business.

Explain the way in which goodwill on acquisition and gains on bargain purchases should

be initially

computed and subsequently accounted for.

v

day ot

Goodwill on acquisition is measured as the excess of the sum of the fair value of the
consideration transferred in exchange for control of the acquired business, plus the initial
carrying value of any non-controlling interest in the acquired business less the fair values of
the net assets of the acquired business on the acquisition date.

Goodwill is not amortized but must be tested annually for impairment in accordance with
IAS 36 — Impairment of Assets. Unimpaired goodwill is shown under non-current assets.

In the case of a bargain purchase (where ‘goodwill is negative’), the acquirer should, after
ensuring that it has been appropriately measured, recognise an immediate gain in profit or
loss at the acquisition date.
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CH 6 IFRS 16 LEASES

Intro

IFRS 16 — Leases — requires a lessee to recognize a right-of-use asset and lease liability in all
circumstances other than for very short leases (of one year or less) or for low value assets.

Lease liability

Lease liability is recorded ( measured) initially at the present value of future lease
payments.

Lease liability will be recorded in the SOFP AND WILL BE DIVIDED INT 2 sections current
liability with....

And non current with.....
Working:.............

Finance cost and unwinding

Lease liability will increase by the finance cost ,finance cost will come from unwinding the
lease liability, we will record the finance cost for this year by ...... in the profit and loss
statement.

Right of use asset

The ROU is recorded initially at the initial lease liability plus direct cost and any dismantling
fees.

Depreciation

Then ROU is depreciated over the shorter of lease term and useful life.

Financial statement extract

SOFP P/L
ROU FINANCE COST
CURRENT LEASE LIABLITY DEP

NON CURRENT LEASE LIABILTY

SALES AND LEASE BACK ! e (isSe Lals glaie¥) (4 (s U Jlsad)
i3l 138 e A gl il 13a
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This issue is underpinning under IFRS 16 leases.

Because the factory is being leased back for only 10 of its 30 years of remaining useful life,
the transaction

would be regarded as a sale under the principles of IFRS 15.

Under the principles of IFRS 16 — Leases — the factory would be de-recognized by Delta and a
‘right of use

asset’ recognized in its place.

The initial carrying amount of the right of use asset will be a proportion of the previous
carrying amount of the factory. This proportion will be the ratio of the present value of the
lease payments compared with the fair value of the factory at the date of sale.

Delta will also recognize a lease liability of ...................
The net result of derecognizing the factory and recognizing the right of use asset and the
lease liability is that Delta will recognize a profit on sale of

Any exceptions to the usual requirements you have outlined in (ii) above. Your answer
should briefly

describe the accounting treatment required in the case of such exceptions and, where
appropriate, the

types of assets which these exceptions might apply to.

Answer

oy et

A short-term lease
> is a lease which, at the date of commencement, has a term of 12 months or
less. Lessees can elect to treat short-term leases by recognising the lease
rentals as an expense over the lease term rather than recognising a ‘right of
use asset’ and a lease liability.
low value assets
» Examples of low-value underlying assets can include tablet and personal
computers, small items
of office furniture and telephones.
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CH 7 1AS 38

IAS 38 INTANGIBLE ASSETS

e The accounting treatment of intangible assets is regulated by IAS 38 intangible assets.

e Under IAS 38, the accounting treatment of intangible assets depends on how they arose.

e The intangible assets of acquired subsidiaries were acquired as a result of business combination,
and the initial recognition requirements are contained in IFRS 3 BUSINESS COMBINATIONS.

e |AS 38 does not allow the recognition of internally developed brands, because of the inherent
difficulties involved in identifying and measuring them.

e Under IAS 38 the identifiable intangible assets associated with an acquired subsidiary can be
recognized separately in the consolidated f/s.

e Under IAS 38 internal expenditure on intangible items cannot be recognized as assets, the
exception to the above rule is that when it can be demonstrated that a development project is
technically feasible, commercially viable, overall profitable, and adequately resourced, then
future expenditure on the project can be recognized as intangible asset.

e Other:

e Brand Name not revalued because it has not active market.

e The cost of employee expertise and training cost can’t recognize because entity can’t control
them and they can leave their job and time.

e Intangible assets are initially measured at cost.

e Anintangible asset is an identifiable non-monetary asset without a physical substance. It
must be controlled as a result of a past event, and future economic benefits must be
expected to flow from it.

Sample June 2014

Under IAS 38 — Intangible Assets — intangible assets can only be recognised if they are identifiable
and

have a cost which can be reliably measured. % + % + %

These criteria are very difficult to satisfy for internally developed intangibles. %

For these reasons, IAS 38 specifically prohibits recognising advertising expenditure as an intangible
asset. 1

The issue of how successful the store is likely to be does not affect this prohibition. %

Therefore your colleague is correct in principle that such costs should be recognised as expenses. %
However, the costs would be recognised on an accruals basis. %2

Therefore, of the advertisements paid for before 31 March 2014, $700,000 would be recognised as
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an expense and $100,000 as a pre-payment in the year ended 31 March 2014. 1
The $400,000 cost of advertisements paid for since 31 March 2014 would be charged as expenses in
the year ended 31 March 2015.

SAMPLE 2016 DEC

e INTRO:

» Accounting for product design costs is governed by IAS 38 — Intangible Assets.

» Under IAS 38, the treatment of expenditure on intangible items depends on
how it arose.

» Generally internal expenditure on intangible items cannot be recognised as
assets.

e The exception to the above rule is that once it can be demonstrated that a
development project is likely to be technically feasible, commercially viable, overall
profitable and can be adequately resourced, then future expenditure on the project
can be recognised as an intangible asset. This explains the differing treatment of
expenditure up to 31 March 2016 and expenditure after that date.
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CH 8 IAS 37 PROVISIONS & CONTINGENCIES

Provision

e The accounting treatment of this issue is governed by IAS 37 — Provisions, Contingent
Liabilities and Contingent Assets.
o we will recognize a provision because
ROT
v" R:thereis areliable estimate of the amount.
v" O: thereis a present obligation ( legal or constructive ) as a result of past event.

v" T:thereisa probable transfer of economic resources.
Measurement:

e The provision is measured or recorded at its present value of the estimated amount
or

e Dbest estimate
unwinding

e we should unwinds the provision and the unwinding increasing the provision.
Contingent asset

e The contingent assets must not be recognized , but should be disclosed where an
inflow of economic benefits is probable.
e Only when the realization of the related economic benefits is virtually certain, should
recognize the asset.
Contingent liabilities

e Entities shouldn’t recognize contingent liabilities, but should disclose them.
e Unless the possibility of an outflow of economic resources is remote.
Provision for restructuring

To make provision for restructuring plans there should be
e A detailed formal plan.
e Communicating the plan to effected parties.
e The liability or the costs should be estimated or calculated.
e Obligation should be legal or constructive.
e And announced to the effected parties.
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CH 10
IFRS 9 FINANCIAL INSTRUMENTS

IFRS 13 FAIR VALUE

FINANCIAL ASSETS ARE CLASSIFIED AS MEASURED INTO

1. Debt instrument.
2. Equity instruments.

1- Debt instruments
Intro:

The measurement basis for financial assets is set out in IFRS 9 Financial
Instruments. The measurement basis depends on

1. Business model for managing the financial asset and.
2. Contractual cash flow.
So according to the basis we can measure it as
- Amortized cost
- FVTPL

- FVTOCI
TO BE AMORTIZED COST

1. The objective of business model is to hold the FA to collect the
contractual cash flow.

2. The contractual cash flow on specified dates and solely payments of
principal and interest.

TO BE FVTOCI

1. The objective of business model is to hold the FA to collect the
contractual cash flow and selling the FA.

2. The contractual cash flow on specified dates and solely payments of
principal and interest.

TO BE FVTPL
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1.

All other FA

2- Equity investments.

- AC method cannot be used.

- The default category for measuring equity investments is at FVTPL ( held for
trade).

- However, if an equity investment is not held for trading, it is possible to
make an election on initial recognition to measure the investment at
FVTOCI.

- Under IFRS 9, gains or losses on the remeasurement of financial assets
measured at fair value are normally taken to profit or loss.

- Under IFRS 9, equity investments are financial assets which fail the
‘contractual cash flow test’.

Another explanation

Equity investments are financial assets and are subject to the recognition and
measurement requirements of IFRS 9 — Financial Instruments.

IFRS 9 identifies three classes for financial assets — amortised cost (AC), fair value
through other comprehensive income (FVTOCI) or fair value through profit or loss
(FVTPL).

IFRS 9 states that the class of into which a particular financial asset is allocated
depends on the business

model for managing the financial assets and the contractual cash flows associated
with those assets.

AC can only be used where the contractual cash flows consist solely of the receipt of
interest and repayment of the principal sums outstanding. This does not apply to
equity shares, so the AC method cannot be used.

The default category for measuring equity investments is at FVTPL.

However, if an equity investment is not held for trading, it is possible to make an
election on initial recognition to measure the investment at FVTOCI.

Equity explanation:

day ot

e The accounting treatment of equity investments which we do not control or
significantly influence is dealt with in IFRS 9 — Financial Instruments.
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e Under IFRS 9, equity investments are financial assets which fail the ‘contractual
cash flow test’. Equity
investments must be measured at fair value.

e Under IFRS 9, gains or losses on the remeasurement of financial assets measured
at fair value are normally taken to profit or loss. %

¢ In the case of equity investments not held for trading, it is possible to make an
irrevocable election at
initial recognition to recognise gains or losses on the remeasurement to fair
value in other comprehensive income.

Note:

e The IASB Conceptual Framework for Financial Reporting makes no clear conceptual
distinction between gains and losses reported in profit or loss and gains and losses
reported in other comprehensive income.

e The distinction is particularly important for listed entities. Such entities are required
to report their earnings per share under IAS 33 — Earnings per Share. Gains and
losses reported in profit or loss affect earnings per share whereas gains or losses
reported in other comprehensive income do not.

Convertible debts

e Under the principles of IFRS® 9— Financial Instruments — convertible loans ( debts) need to
be split into their liability and equity elements by computing the liability element and
deriving the equity element as the balancing figure.
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The liability element is computed by discounting the future amounts payable assuming the
loan is repaid using the discount rate equivalent to the return which would be required by a
lender without any conversion option — the market rate.

CASH FLOW HEDGE

Under the principles of IFRS 9 — Financial Instruments — the forward exchange contract is a
derivative financial instrument and so would be classified as fair value through profit or loss.
This would normally mean that gains or losses on re-measurement to fair value would be
recognized in

profit or loss.

However, where the derivative contract is designated as a cash flow hedge of a future firm
commitment, IFRS 9 allows the effective portion of the change in fair value to be recognized
in other comprehensive income. They will be presented as gains which may subsequently be
reclassified to profit or loss.

Hedge accounting conditions

Under the principles of IFRS 9 — Financial Instruments (revised 2014) — Delta is permitted to use
for the hedge accounting when reporting the hedging arrangement in its financial statements.
This is overall decision because:
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The relevant documentation has been prepared.

There is a clear economic relationship between the hedged cash flows and the hedging
instrument.

Delta is entering into a forward purchase of exactly the required amount of foreign currency.
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FAIR VALUE IFRS 13

Under the principles of IFRS 13, the fair value of an asset is the amount which could be
received to sell the asset in an orderly transaction. Where the asset is traded in an active
market (as is the case for the investment in entity A), then fair value should be determined
with reference to prices quoted in that market.

Where it is not possible to identify a principal market for the sale of an asset, then the entity
should use the most advantageous market as a means of identifying fair value.

The most advantageous market is the one in which the expected net proceeds

are the higher.

Impairment
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IFRS 9 — Financial Instruments — classifies financial assets into three types. One of
these types is ‘fair value through profit and loss’. Where financial assets are
measured on this basis, any impairment of the asset is automatically reflected in the
measurement basis so no further action is required.

As far as other financial assets are concerned, the general rule is that we should
recognise a loss allowance for ‘expected credit losses’. The loss allowance should be
recognised in profit or loss and deducted from the carrying amount of the financial
asset in the statement of financial position.

A credit loss is the difference between the cash flows we are contractually entitled to
receive in respect of a financial asset and the cash flows which are expected based
on current circumstances. 1

Unless the credit risk attaching to the financial asset has increased significantly since
initial recognition, the loss allowance should be based on expected credit losses in
the next 12 months. 1

Where the credit risk has increased significantly since initial recognition, the loss
allowance should be based on lifetime expected credit losses. 1

As far as trade receivables and (by choice) lease receivables are concerned, as a
simplifying measure IFRS 9 allows the loss allowance to always be measured based
on the lifetime expected credit losses.
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CH 11 IAS 12 INCOME TAXES

How IAS 12 - Income Taxes — defines the tax base of assets and liabilities.

e The tax base of an asset is the amount which will be deductible for tax purposes

against any
taxable economic benefits which will flow to the entity when it recovers the carrying amount
of
the asset.
e The tax base of a liability is its carrying value, less the tax deduction which will be available
when

the liability is settled.

How temporary differences are identified as taxable or deductible temporary
differences.

e Ataxable temporary difference arises when the carrying value of an asset exceeds its tax
base or
the carrying value of a liability is less than its tax base. A deductible temporary difference
arises in the reverse circumstances (when the carrying value of
an asset is less than its tax base or the carrying value of a liability is greater than its tax
base).

The general criteria prescribed by IAS 12 for the recognition of deferred tax assets and
liabilities. You

do NOT need to identify any specific exceptions to these general criteria.

e |AS 12 — Income Taxes — requires that (with specific exceptions) deferred tax liabilities are
recognized on all taxable temporary differences.

o |AS 12 allows deferred tax assets to be recognized on deductible temporary differences
when future
taxable profits are expected to be available against which to offset the future tax deductions
the
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deductible temporary differences are expected to generate.

Sample about carrying losses forward June 2014

The tax loss creates a potential deferred tax asset for the Kappa group since its carrying
value is nil
and its tax base is $3 million. 1
However, no deferred tax asset can be recognised because there is no prospect of being
able to

reduce tax liabilities in the foreseeable future as no taxable profits are anticipated.

Sample about goodwill June 2014
No deferred tax liability arises in respect of goodwill on consolidation when it is created.
This is a
specific exception referred to in IAS 12. 1
As a consequence of this, no adjustment is made for deferred tax purposes when goodwill is
impaired. Therefore there are no deferred tax implications for the consolidated statement
of

financial position.

IMPORTANTANT NOTES:

e |AS 12 requires that deferred tax liabilities should always be
shown in non-current liabilities.

e In the statement of financial position, the deferred tax asset is
netted off against the deferred tax liabilities because both
relate to the same tax jurisdiction.

e Because the revaluation gain is recognised in other
comprehensive income as part of items that will not
subsequently be reclassified to profit or loss, the related
deferred tax is also recognised there as part of the tax relating
to other comprehensive income.

e This deferred tax asset can be recognised because Delta is
expected to generate taxable income for the foreseeable
future.
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The deductible temporary difference will create a deferred tax
asset.
The taxable temporary difference will create a deferred tax
liability.
The tax base of an asset is the future tax deduction which will
be available when the asset generates taxable economic
benefits.
The tax base of a liability is its carrying value, less the tax
deduction which will be available when
the liability is settled.
No deferred tax liability arises in respect of goodwill on
consolidation when it is created. This is a
specific exception referred to in IAS 12.
e As a consequence of this, no adjustment is made for
deferred tax purposes when goodwill is
impaired. Therefore there are no deferred tax
implications for the consolidated statement of
financial position.
The tax loss creates a potential deferred tax asset.
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CH13

IFRS 6 exploration and evaluation of mineral

resources.

measurement

oy et

Initially must be measured at cost.

Expenditure is recognized as an asset for IFRS 6 until the technical feasibility and
commercial viability of extracting resources can be demonstrated.

Exploration and evaluation assets are classified as tangible or intangible according
to the nature of the assets acquired.

IFRS 6 does not specifically prescribe what expenditures should be included as
exploration and evaluation assets.

Relevant entities are allowed to determine an accounting policy which specifies
which expenditures should be included as exploration and evaluation assets and
must apply it consistently

IFRS 6 does specifically prohibit the inclusion of the costs of developing mineral
resource in the exploration and evaluation assets figure. Such expenditures should
be accounted for in accordance with IAS 38 — Intangible Assets.

IFRS 6 allows exploration and evaluation assets to be measured under either the cost
model or the revaluation model.
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|IAS 41 AGRICULTURE

Biological assets

A biological asset is a living animal or plant.

Are measured INITIALLY AND SUBSEQUENTLY at fair value less costs to sell.
Biological assets are showed as noncurrent assets in the SOFP and disclosed
separately.

Gains and losses are reported at P/L.

Agriculture produce (harvested produce)

Agriculture produce is harvested from biological asset.

Under the principles of IAS 41, harvested produce initially is recognized in
inventory at an initial carrying amount of fair value less costs to sell at the
point of harvesting.

This will be the ‘cost’ of the inventory which will henceforth be accounted for
under |IAS 2 — Inventories.

The inventory of milk will be shown as a current asset in the statement of
financial position
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CH 14 SHARE BASED PAYMENTS

Equation of liability = no of rights expected to vest * FV of SARs @ RD *TIMING RATIO.

Equation of equity = no of rights expected to vest * FV of option @ GD *TIMING RATIO.

Vesting conditions

SARs

Non-market-based vesting conditions: A non-market condition is taken into account by
reflecting it in the calculation of the number of options ultimately expected to vest.

Market based vesting conditions: A market-based vesting condition is taken into account by
reflecting it in the measurement of the fair value of the option.

INTRO:
v"Under the provisions of IFRS 2 Share-based Payment, this arrangement is a share
appreciation rights.
v IFRS 2 regulates the treatment of vesting conditions based on whether they are
market based or non-market based
SARs: this is share based payment (share appreciation rights) which is settled in cash and
recorded as liability.
Calculation: this is measured by multiplying number of rights expected to vest at each RD by
FV of rights at RD.
Vesting period: the total liability should spread over the vesting period ....years.
Liability: the liability balance at 31...... is calculated as follows............ and reported as non
current liability in the SOFP.
P/L: the amount of expense to be reported in the P/L is the difference between the opening
balance of the liability and the ending balance, opening balance is ....... and ending balance
is....so the expense to be reported in the P/L is..... and this charge is shown as operating cost.

EQUITY

v

v

v

day ot

INTRO:
** Under the provisions of IFRS 2 Share-based Payment, this arrangement is an equity
settled share-based payment.

% IFRS 2 regulates the treatment of vesting conditions based on whether they are
market based or non-market based

The costs :
> IFRS 2 —Share-based Payment — requires that the total estimated cost of granting

share options to employees be recognized over the vesting period.

The expense:
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» The total estimated cost should be charged as a remuneration expense and credited
to equity.

» The incremental charge is a remuneration expense for any period and should be the
difference between the cumulative charge at the end of the period and the
cumulative charge at the start of the period.

v' The equity:

» The cumulative charge at the end of each period should be a proportion of the total
estimated cost. The proportion should be based on the proportion of the total
vesting period which has accrued at the reporting date.

v Calculation:

» The charge should be based on the fair value of the option at the grant date. This
continues to be the case throughout the vesting period.

>

v Other notes:

» subsequent changes in the fair value of the option are not adjusted for.

» Where the vesting conditions are non-market conditions (i.e. not directly related to
any change in the entity’s share price), then the cumulative cost at each year end
should be estimated based on the expected number of options which will vest at the
vesting date.

Counterparty has the choice

e Debt component: cash settled.
e Equity component: measured at residual value at GD as follows
v’ Equity component= FV of Shares @ GD- FV of cash alternative @ GD.
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CH 15

IAS 1 PRESENTATION
D) 1 Ao ARG (g0

DEC 2019 Q4

— How do we decide where to put a particular item of income or expenditure?

— Where does the tax relating to ‘other comprehensive income’ get shown?

— Do the above points have an impact on the computation of performance evaluation indicators
which will be of

interest to shareholders?

ANSWER:

The principles underpinning the overall presentation of financial statements are set
out in IAS 1 —Presentation of Financial Statements. IAS 1 requires that all income and
expenses are presented in a statement of profit or loss and other comprehensive
income.

IAS 1 does not allow entities to choose whether to present income and expenses in
the profit or loss or the other comprehensive income section of the statement. IAS 1
states that, unless required or permitted by a specific IFRS standard, all items of
income and expense should be presented in the profit or loss section of the
statement.

IAS 1 states that the tax relating to items of other comprehensive income is either
shown as a separate line in the ‘other comprehensive income’ section of the
statement or netted off against each component of other comprehensive income
and disclosed in the notes to the financial statements.

The key implication of an item being presented in other comprehensive income
rather than profit or loss is that the item would not be taken into account when
measuring earnings per share, an important performance indicator for listed entities
like Epsilon.

Explain how:

(i)

day ot

IAS 1 distinguishes between current and non-current assets. (3 marks)
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(i)

day ot

IAS 1 distinguishes between current and non-current assets by identifying the meaning
of the

term ‘current asset’. %

An asset is classified as current when the entity:

— Expects to realise the asset, or intends to sell or consume it, in its normal operating
cycle. %

— Holds the asset primarily for the purpose of trading. %

— Expects to realise the asset within 12 months after the reporting period. %

— Has cash or a cash equivalent which is not subject to an exchange restriction. %

An entity classifies all other assets as non-current.

IAS 16 defines property, plant and equipment and IAS 38 defines intangible
assets

IAS 16 defines property, plant and equipment as tangible items which are held
foruseinthe %2+ %

production or supply of goods and services, for rental to others, or for
administrative purposes %

and are expected to be used for more than one period. % + %

IAS 38 defines intangible assets as identifiable, non-monetary assets without
physical %5 + %

substance. %
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CH 16

IAS 8 CHANGES IN ACCOUNTING POLICIES, ERRORS, AND
CHANGES IN ACCOUNTING ESTIMATES

e |AS 8 — Accounting Policies, Changes in Accounting Estimates and Errors — defines
an accounting policy as ‘the principles, bases, conventions, rules and practices
applied by an entity in preparing and presenting financial statements’.

v" An example of an accounting policy would be the decision to apply the
cost model or the fair value model when measuring investment
properties.

e CHANGES IN ACCOUNTING POLICIES AND ERRORS ONLY ALLOWED IF :
v" Required by standard or interpretation.
v The change will provide more relevant or reliable information about
events or transactions.
v" ACCOUNTING treatment : applied retrospectively as follows:
o Adjust opening balance of retained earnings.
o Restate comparative information.

e CHANGES IN ACCOUNTING ESTIMATES Apply prospectively, ie in the current period
and future periods.

Sample June 2016

» 1AS 8 — Accounting Policies, Changes in Accounting Estimates and Errors — defines
an accounting policy as ‘the specific principles, bases, conventions, rules and
practices applied by an entity in preparing and presenting financial statements’.

» An example of an accounting policy would be the decision to apply the cost model
or the fair value model when measuring investment properties.
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>

When an entity changes an accounting policy, the change is applied
retrospectively. This means that the comparative figures are based on the new
policy (rather than last year’s actual figures). The opening balance of retained
earnings is restated in the statement of changes in equity

Accounting estimates are made in order to implement accounting policies.

An example of an accounting estimate would be (consistent with the above given
example) the fair value of an investment property at the reporting date (where the
fair value model was being applied).

Changes in accounting estimates are made prospectively. This means applying the
new estimates in future financial statement preparation, without amending any
previously published amounts.

IFRS 5

HELD FOR SALE
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A non-current asset is classified as held for sale when its carrying amount will be
recovered principally through a sale transaction, rather than through continuing
use.
Under the principles of IFRS 5 — Non-current Assets Held for Sale and Discontinued
Operations, a non current asset is moved to current assets and classified as held
for sale if it fulfils certain criteria : The criteria is :

1- intention to sell the asset.

2- the asset is available immediate sale in its present condition.
3- there must be an active program to locate a buyer.

4- the sale is expected to take place within one year from date of
classification.

When an asset is classified as held-for-sale, it is measured at the lower of its
current carrying amount and its fair value less costs to sell.

Held-for-sale assets are not depreciated after classification.

The held for sale should be presented separately in the assets( current assets) from
other assets.
The liabilities of a disposal group classified as held for sale should be presented
separately from other liabilities in the SOFP and they shouldn’t be offset against
the assets of the disposal group.
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Discontinued operations

e Adiscontinued operation is a component of the entity that either disposed of or
classified as held for sale.

e Represent a separate major line of business or area of operations.

e The minimum disclosure requirements of discontinued operations on the face of
the statement of profit or loss and other comprehensive income is a single amount
representing the total of

v" The post tax gain or loss of discontinued operations.
v The post tax gain or loss on the disposal of the assets.

|AS 10 EVENTS AFTER THE REPORTING
PERIOD.

v" The accounting treatment of events occurring after the year-end date is set out in
IAS 10 — Events after the Reporting Period.

v 1AS 10 defines events after the reporting period as being those events occurring
after the end of the reporting period up to the date the financial statements are
authorized for issue (15 November 20X5).

v 1AS 10 classifies events after the reporting period into two types adjusting and non-
adjusting.

v" Adjusting events provide additional evidence of conditions existing at the
reporting date.
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CH 17 1AS 33 EPS

RESTATED EPS( RIGHT ISSUE):

e EPS*( MARKET PRICE AFTER RIGHTS ISSUE/MARKET PRICE OF SHARE BEFORE RIGHTS ISSUE).
BONUS FRACTION FOR RIGHT ISSUE:

e MARKET PRICE OF SHARE BEFORE RIGHTS ISSUE ( GIVEN)/ MARKET PRICE AFTER RIGHTS
ISSUE

Restated EPS( BONUS ISSUE )

e Previous year EPS * (Shares before / shares after)
BONUS FRACTION FOR BONUS ISSUE:

e Shares after / shares before
Note:

e Both IFRS 8 — Operating Segments — and IAS® 33 — Earnings per Share — are only compulsory
for listed entities.

Explain the meaning of the term ‘potential ordinary shares’ and provide TWO examples of
potential ordinary

shares OTHER THAN convertible loans. The answer is

e Potential ordinary shares are financial instruments or other contracts which may entitle the
holder to ordinary shares

e Examples of potential ordinary shares include convertible preference shares, share options
and contingently issuable shares.

Explain how the diluted earnings per share is calculated and when it needs to
be disclosed.

e The diluted earnings per share is calculated by computing what the earnings per share figure
would have been if the potential ordinary shares had been converted into ordinary shares
on the first day of the accounting period, or from their date of acquisition by the holder.

IMPORTANT NOTE:

e  When we are calculating first we should decide which one is dilutive to be included in the
calculation of the diluted EPS.
e |F IS MORE than the Basic EPS shouldn’t be included in the calculation of diluted EPS.
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CHAPTER 18
RELATED PARTY DISCLOSURE

|[FRS 8 OPERATING SEGMENTS

The relevant IFRS which deals with operating segments is IFRS 8 — Operating Segments.

The definition of

an operating segment in IFRS 8 is based around an entity’s business model, which could

be different from

entity to entity and the disclosures focus on the information which management
believes is important when
running the business.

IFRS 8 defines an operating segment as a component of an entity:

oy et

It engages in business activities from which earn
revenues and incur expenses.

Its operating results are reviewed by the entity's
chief operating decision maker CODM.

Discrete financial information is available for the

segment.

The CODM is the individual, or group of individuals, who makes
decisions about segment performance and resource allocation.

It exceeds at least one of the following quantitative
thresholds as stated in IFRS 8:

» Reported revenue is 10% or more from the total
revenue.

» The absolute amount of its profit or loss is 10%
or more of the greater in absolute amount of The
combined reported profit and The combined
reported loss.

» Its assets is 10% or more of the total assets.
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*Note:

e at least 75% of the total revenue must be reported
by operating segments.
IFRS 8 is only compulsory for listed entities

Where two companies report under the same reporting framework, you would generally expect the same reporting
requirements to apply to both companies. However, there are certain requirements of IFRS which apply to listed
companies only.

The requirement to provide segmental information and to disclose earnings per share are both examples of requirements
which only listed companies are forced to comply with.

If an unlisted entity voluntarily chooses to provide segmental information, or to disclose its earnings per share, then it must
comply with the provisions of the relevant IFRS in both cases.

day ot

*IAS 24 Related party disclosures.

Under the principles of IAS 24 — Related Party Disclosures —
your brother’s firm is a related party of Omega.

This is because the firm is controlled by the close family
member (your brother) of a member of the key management
personnel of Omega (yourself).
IAS 24 requires that the existence of all related party
relationships be disclosed together with details of any
transactions and outstanding balances .
IAS 24 regards related party relationships as material by their
nature so the fact that the transaction is financially
insignificant and ordinary to Omega is not relevant in terms of
requiring the disclosure.
IAS 24 requires disclosure of all transactions with related
parties irrespective of their size.
The entity should disclose

(1) The parties

(2)Relationship
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(3)Transaction nature
(4)Balances.

Sample: June 2014

From 1 January 2014, Sigma would be regarded as a related party of Omega
under IAS 24 — Related

Party Disclosures. 1

This is because Sigma is controlled by the close family member of one of
Omega’s key management

personnel. 2+ % + %

This means that, from 1 January 2014, the purchases from Sigma would be
regarded as related party

transactions. 1

Transactions with related parties need to be disclosed in the notes to the
financial statements, together

with the nature of the relationship. It is irrelevant whether or not these
transactions are at normal

market rates. 2+ % + %

The disclosures would state that a company controlled by the spouse of a
director supplied goods to the

value of $4-5 million (3 x $1:5 million) in the current accounting period. It
would not be necessary to

name the company.
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CH 19
IFRS for SMEs Zatona

The International Accounting Standards Board has developed an IFRS
for small and medium sized entities (SMEs) which can be used as an
alternative to full IFRS.

The IFRS for SMEs restricts the recognition of assets and liabilities in
certain circumstances (e.g., borrowing costs are always expensed
under the IFRS for SMEs).

the disclosure requirements of the IFRS for SMEs are less than for full
IFRS standards.

The standard written in easier language.

IFRS for SMEs allows the easier option (revaluation model or cost
model (apply the easier)).

The firm is permitted, but not required, to adopt the simplified form
of financial reporting set out in the IFRS for Small and Medium Sized
Entities (the IFRS for SMEs).

IFRS for SMEs is only updated once every three years, thus reducing
the extent of change to financial reporting practice.

The IFRS for SMEs omits completely the requirements of IFRS which
are specifically relevant to listed entities, for example, earnings per
share and segmental reporting.
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CHAPTER 21
SOFP

NOTES FOR SOFP
1- The NCl is calculated by 2 methods

a- proportionate method of net assets at acquisition (partial
goodwill)

b- FV method (no of shares owned by NCI*FV of share) (Full
goodwill)

2-If the acquisition is occurred during the year, there may be a
beginning balance for RE.

3- Share premium for subsidiary is same as SC in calculating net
assets for subsidiary,

Ending like beginning.

4- unrealized profit for subsidiary should be reflected in RE of
subsidiary at RD and also decrease in the total inventory of the
consolidated SOFP

IN the same way in the parent case,

unrealized profit for parent should be reflected in RE of parent and
take the DT into account.

5- Don't forget cancellation intra group transactions.
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6- issue shares costs are debited to other components of equity and
due diligence is written as incurred in the parent RE(P/L).

7- if there internally brand name generated by subsidiary, we should
recognize it in NCA by carrying amount and reflect it in RE of
subsidiary as an increase and calculate the DT for this adjustment.

8-if the subsidiary sent cash to parent as payment for inventory
purchased before on account from parent, but recorded in the next
year, we should derecognize it from A/R and recognize it in cash
(cash in transit).

9- if the consideration will be paid after (deferred) we should
recognize it as deferred liability at PV and add on it the finance cost
and also reflect the finance cost in the parent RE as decrease.

10- revaluation surplus is normal as SC or share premium and should
be reflected in subsidiary RE.

11- If there a Reduction in fair value of contingent consideration
should be added to parent RE as gain.

12- goodwill impairment should be decreased from the goodwill
itself and the parent RE.

13- The impairment will be prorated to the parent and the subsidiary
The portion of the parent will be decreased from parent RE

The portion of the subsidiary will be decreased from the NCI.

The rule of the impairment=

The carrying amount -recoverable amount
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Carrying amount = Fair value of identifiable net assets at RD + Full
Goodwill on acquisition

14- If he informs u (since incorporation) this means RE=0
15- IN THE CASE OF THE UNREALIZED PROFIT THERE ARE 2 CASES

e |FHEUSED THE MARKUP, U SHOULD DIVIDE THE INVENTORY
BY 1+MARKUP.
e |FHE MENTIOND OR USED THE MARGIN OR PERCENTAGE OF
SELLING PRICE IN THIS CASE MULTIPLY THE MARGIN DIRECTLY
BY THE INVENTORY TOTAL.
16. IF THERE AN GOODWILL IMPAIREMENT, THE IMPAIREMENT WILL
BE DIVIDED TO THE PARENT AND THE SUBSIDIARY ACCORDING TO
THE PROPORTIONATE.

SUBSIDIARYJ xie I 3 jéll cuaty REVALUATION SURPLUS J) Ailas-17
dranall (8 oas ol duim ja3 jLie 4pily PARENTJ s SUBSIDIARY J e densdt
J's SUBSIDIARYJ! RETAINED EARNINGSJ! s ) WORKING 4laxgd

awaill coes e PARENT

18- Deferred tax is taking from post-acquisition and the parent RE.

e SUBSIDIARY DT I WILL ADD IT.

e PARENT UNREALIZED PROFIT DT | WILL DEDUCT IT.
19-IF THE CONSIDERATION IS BY SHARE EXCHANGE YOU SHOULD
MULTIPLY THE PARENT SHARES BY THE PARENT SHARE PRICE AFTER
THAT DIVIDE THEM BY TH SUBSIDIARY NO OF EXCHANGE SHARE.

79
oy et i



IFRS SECRETS BY MOHAMED SAMIR RASHED CMA & IFRS HOLDER

IMPAIREMENT J! ¢ js !3-20

¢ 053 BuPARTIAL J) 43 k) sl GOODWILL J) <S4l o
4K PARENT J) e IMPAIREMENT J!

J g5 BuFULL METHOD J) 48 )k CuwsSIGOODWILL JV il 1 o
A g 3a) 3 JSSUBSIDIARY JISPARENT J (A IMPAIREMENT

Where the NCl is measured at fair value, the impairment should be attributed partly to retained
earnings and partly to NCI .The allocation is normally based on the group

structure.

Where the NCI is measured at % of net assets, the impairment should be attributed wholly to
retained earnings.

Jl o Le Lee 358 a8 Wl SUBSIDIARY JI (BOCE J) (8 e 3) -21

Wl LS # 5 yia 433SUBSIDIARY (NCI) J (2 SUBSIDIARY J's PARENT
RE J gl ¢ 3all s PARENT J! -8 OCE SECTION J! laxilia PARENT JI
Celh 4zanall (8 unge 4 WS PARENT JV g W RE JI (A ean sl 7 5 o8 Lnha
.REVALUATION SURPLUS J) 2280 132 e Guhaiys 2016 sanssd

22-1F THE AQUISATION OCCURRED THROUGH THE YEAR, THE RE
OF THE SUBSIDIARY SHOULD BE ACCOUNT FROM THE DATE OF
ACQUISITION NOT FROM THE BEGGENNING OF THE YEAR, THE RE
WE WILL ACCOUNT IT BY PRARATA BASIS.

23- Settlement of contingent liability or resolving it will be
deducted from the net assets of the subsidiary at acquisition ( if
its relating to the subsidiary ).

24- UNREALIZED PROFIT FOR THE SUBSIDIARY WILL BE ADDED IN
THE NET ASSETS AT POST ACQUISITION .

25 CONTINGENT CONSIDERATION WILL BE RECORDED AS A
LIABILITY WITH THE CLOSING BALANCE OF ITS FAIR VALUE AT TH
RD.
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CH 22 SOPL

1- IF THERE FINANCE Interest INTRA GROUP, THERE SHOULD BE ALSO FINANCE INCOME, TOGETHER
SHOULD BE ELIMINATED.

2- The intra group sales will be eliminated from the SOPL from COGS and sales with the same
amount of sales and add the unrealized profit from the COGS if is ending inventory but if is
beginning inventory will be deducted from the COGS

3- and deduct the unrealized profit from the NCI profit if the unrealized profit is relating to the NCI.

4-If the acquisition occurred during the year, first we should transfer the amounts of the NCl to the
proportion of the date.

5- we should divide the total profit between the parent and NCI (BY its ratio)
6-FULL DISPOSAL EQUIATION
Computation of profit or loss on the disposal of Delta
DR Disposal proceeds
DR Non-controlling interest at date of disposal
CR Unimpaired goodwill at date of disposal
CR Net assets at date of disposal
CR profit on disposal
Non-controlling interest at date of disposal

7-DATE OF BEG RE OF THE SUBSIDIARY IS VERY NECESSARY TO COMPUTE THE NET ASSETS AT ACQ
DATE.

net assets at acquisition J) zlisa (588 a 3¥ il goodwill impairment J) cwad &lil elia (lia oIS 4l -8
2018 s Oladel & LS Laaa o) jala &) iy o) SOCIE J) 4aid & el (Sae 2 (53 5date

1< depreciation W& OS5 subsidiaryd! <elinet assets Jb 4=l FV Adjustments J 2 <lla o< 51 -9
lSae G Sibadep JI

cost of sales J) s J¥ &l o
NCls J) e )l g 55 i W subsidiary J) gy (e 4aadia Ll 0 Gl G&J) o
RE J! < Jauwiin GisPROFIT ON SUBSIDIARY DISPOSAL JI -10
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e alani olAPROFIT 4 (IS 5l SIGNIFICANT INFLUENCE (s 408U 48 )5 SINVESTMENT «llia (S 51 -11
(DY) 4 055 ey ) jlaiinl AINVESTMENT JI

CH 24 JOINT ARRANGEMENTS IFRS 11

INTRO:

e Under the principles of IFRS 11 — Joint Arrangements — the agreement with entity B is a joint
arrangement.
e WHY? This is because key decisions, e.g. pricing and selling decisions, manufacturing
specifications, require the consent of both parties and so joint control is present. 2
TYPE OF ARRANGEMENT :

e |FRS 11 would regard the type of arrangement with entity B as a joint operation. This is
because the two parties have rights to specific assets and liabilities relating to the
arrangement and no specific entity has been established. 2

THE CONTENT:

e Because of the type of joint arrangement, each entity will recognise specific assets and
liabilities relating to the arrangement. 1

e This means that Gamma will recognise revenues of $11 million ($22 million x 50%). 1

e Gamma will recognise bad debt expense of $50,000 ($100,000 x 50%). 1

e Gamma’s trade receivables at 30 September 20X7 will be $2-5 million (S5 million x 50%). 1

e Gamma will show a payable to entity B of $750,000 ($1-5 million x 50%) 30 September 20X7.
1

e Gamma’s inventories at 30 September 20X7 will be $1-7 million ($3-8 million — $2-1 million).
1%

e Gamma’s cost of sales will be $5-3 million ($7 million — $1-7 million).

FAIL % 35 Aglae Jl gl )5Sl o jadaill
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Dear Mohamed Samier

Your results from the June 2022 session are:

Exam Details: IFR INT Int Fin Rep
Result: Pass Mark: 72

Your exam status so
far

Exam Details: IFR INT Int Fin Rep
Result: Pass

INT=International

%72
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Diploma in International Financial Reporting

The ACCA Diploma in International
Financial Reporting

This is to certify that
Mohamed Samier Rashed Mahmoud

has been awarded the ACCA Diploma in International Financial Reporting

July 2022

.\jk %‘ L Cﬂ s

Judith Bennett
Director - Prolessional Qualifications

Association of Chartered Certified Accountants

Thes Certificate mmaim the property of MCCA andd must not ) ary
ACTA S GASTRATION NUMBER crTamEtae ey be copled. atersd o otharsto detacod CERTIICATE MUNMEER
8265 185 WU G 7Y
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