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FINANCIAL REPORTING COUNCIL

PREFACE

Financial Reporting Council (FRC) has prepared the attached Financial Reporting Framework (FRF) for
various Public Sector Entities (PSES) and Statutory Public Authorities (SPAS), including local authorities
of Bangladesh.

As per Financial Reporting Act (FRA) 2015, section 2(8)(b)(i) & (ii), the above-mentioned organizations
have been included as Public Interest Entities (PIES) to be under the purview of FRC activities.

In February 2021, FRC formed a technical committee with senior members of the professional institutes
headed by the Executive Director of Standard Setting of FRC to complete the work.

Based on a series of meetings with the technical committee members and with the Comptroller & Auditor
General (CAG) officers of Bangladesh, FRC has drafted the attached five levels of FRF to be applied by
the public sector entities.

Objectives/ Benefits: Currently, different SPAs and PEs are using different formats and accounting bases
to prepare their annual financial statements. FRC-prepared FRF is in alignment with the international best
practiced well-structured financial reporting formats and will bring discipline in financial reporting, and
will ensure uniformity, consistency, high quality, transparency, and reliability in the financial reporting for
the SPAs.

Scope: The framework applies to SPAs, also known as autonomous bodies. Types of Entities: Regulatory
Agencies, Commissions, Councils, Corporations, Development Authorities, Public Universities, Boards,
and Professional Institutes. An inclusive but not exhaustive list of entities under this framework is attached
in the supplementary information section of this package.

Formats issued FRC: Five (5) levels of standards applicable for SPAs are-

1) Level 1- IFRS or Accrual Basis IPSAS Financial Reporting (FR)

2) Level 2- Simplified Accrual Basis Financial Reporting Standards (SAB FRS)
3) Level 3- Simple Accrual Basis Financial Reporting Standards

4) Level 4- Modified Accrual Basis Financial Reporting Standards (MAB FRS)
5) Level 5- Cash Basis IPSAS

Levels, if considered from 1 to 5, are in descending order.

Contents: In addition to the formats of financial statements and standards for all levels of financial
reporting, following additional guidelines, illustrative examples are attached to this FRF under the
supplemental information section of this package.

a) Bookkeeping procedures in Bangla and English for levels 3 and 5

b) Ilustrative example of bookkeeping for level 3.

c) Standards for preparing Statement of Budget vs. Actual for all levels of PSEs.

d) Illustrative examples of cash basis FR, modified accrual basis FR and conversion from cash
to modified accrual basis.

FRC has approved and promulgated the Framework, standards, and formats attached
to this preface as FRC Directives in its 19t Council meeting.

\UR\ On behalf of the Council,
£
"‘, ﬁm 2) Chairman
/ Financial Reporting Council

' x
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Chapter - |

Introduction

To make the presentation and disclosure requirements of the Public Sector Entity (PSE) financial
reporting standards understandable and easy to implement, this Framework has been prepared to assist
concerned entities” preparers and auditors with preparing and auditing financial statements.

All levels of PSEs should use the summary flowchart to identify the required PSE Standards and

PSE Standard-related disclosures adequate from annual reporting periods ending on or after 1 January
2023.

1. Financial Reporting Framework for PSEs

The Financial Reporting Framework governs which set of standards an entity must use for its
Financial Reporting. The following flow chart summarizes which suite of standards applies:

Public Sector Entity (PSE)
Public Sector Entity means either 1. PE (Public Enterprise) or 2. SPA (Statutory
Public Authority) based on the definitions mentioned below

. . SPA (Statutor
PE (Public Enterprise) Public(Authorig/)

l l

As applicable for private/ Based on the table in para 3, entities
commercial entities in accordance are required to comply with FRC
with FRA 2015 and relevant rules, issued Financial Reporting Standards

requlations, notifications

2. Definitions of PE and SPA

As per Comptroller and Auditor-General (Additional Functions) Act, 1974 (Act No. XXIV of 1974),
section (2)(cc)(d), definitions of PE and SPA are as follows-

2.1 PE (Public Enterprise) means a company or firm, incorporated or registered, in which the
Government has at least fifty percent share or interest.

2.2 SPA (Statutory Public Authority) means any authority, corporation, or body the activities or the
principal activities authorized by any Act, Ordinance, Order, or instrument having the force of law in
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Bangladesh.

3. All PEs (Public Enterprise) should follow standards applicable for other private/ commercial

entities by FRA 2015 and relevant rules, regulations, and notifications. In the case of SPAs
(Statutory Public Authority), entities should follow applicable standards as stated below.
Under section 40 (4) of FRA, 2015, FRC is allowed to develop, and issue simplified standards.

Accounting Standards Framework for SPAs

Standards Entities

Level 1: IFRS*/ Accrual « Large scale of operation (Revenue> BDT 100 crore)
Basis IPSAS FR

Level 2: Simplified = Big scale of operation (Revenue > BDT 50 crore) or Elect to be in a
Accrual Basis FRS higher level

Level 3: Simple Accrual (= Medium scale of operation (Revenue < BDT 50 crore) or
Basis FRS e Elect to be in a higher level

Level 4: Modified Accrual | Small scale of operation (Revenue < BDT 30 crore or gross assets > BDT
Basis FRS 10 crore) or

e Electto be in a higher level

Level 5: Cash Basis IPSAS |« Very small scale of operation (Revenue < BDT 5 crore and gross assets

not more than 10 crores) or
e Elect to be in a higher level

“Revenue” is the total of income, gain, and grants recognized and measured by the appropriate level’s
standards for the preceding one (1) year of reporting period except for Level 5 revenue which should
be determined based on Level 4 standards.

4. Financial Reporting Act (FRA) 2015 References:

As per section 44 of the Financial Reporting Act (FRA) 2015, all entities established as a "public interest
entity” are defined in section 2(8) of the Financial Reporting Act. 2015 shall present necessary
documents, including their auditor's report prepared by the financial reporting and auditing standards
made under provisions of section 40 of the said Act. Definitions of Public Interest Entity (PIE)
according to the Financial Reporting Act (FRA) 2015 are mentioned below:

“2(8)(a) such an entity, which shall fulfill any of the following criteria, namely

Vii.

a "banking company" as defined in section 5(0) of the Banking Companies Act. 1991 (Act No.
XIV of 1991)

a security issuing enterprise, which must submit a report to the [Bangladesh] Securities and
Exchange Commission in accordance with the Bangladesh Securities and Exchange
Commission Act. 1993 (Act No. XV of 1993)

a "financial institution” as defined in section 2(b) of the Financial Institutions Act, 1993(Act
No. XVII of 1993)

"Microcredit organization" as defined in section 2(21) of the Microcredit Regulatory Authority
Act. 2006 (Act No. XXXII of 2006)

any "insurer" as defined in section 2(25) of the Insurance Act, 2010(Act No. XI11 of 2010)

an entity whose annual revenue in the preceding financial year has exceeded the monetary limit
of BDT five (5) crore as prescribed by the FRC by notification in the official Gazette.

an entity that fulfills both of the 2 (two) conditions as stated below at the end of the preceding
financial year -

its total assets exceed the monetary limit of BDT three (3) crore as prescribed by the FRC by
notification in the official Gazette, dated March 11, 2020, and

its total liabilities, excluding shareholders' equity, is more than BDT one (1) crore as
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prescribed by the FRC by notification in the official Gazette, dated March 11, 2020;

2(8)(b) following enterprises that fulfill the criteria mentioned in sub-clause (a) shall also be included,
namely: -
i.  Public Enterprises
ii.  Statutory Public Authority
ili.  Non-Government Organizations (NGOs) run in the private sector operating volunteering
activities; and
iv.  Any other similar entities or enterprises.”

Section 40(4) of FRA, 2015. *“ Nsection(l)tthe Gouneilmdyi ng any
set separate simplified financial reporting structure and standards for small and medium enterprises
keeping consistency with the international best practice.”

“44. Observance of standards by public interest entities.-From the point of time immediately after the
commencement of this Act where there is any obligation to prepare financial statements by the public
interest entity under any other law, the said entity shall ensure that the financial statements are audited
under that law and by the auditor enlisted under this Act by the Council and prepared following the
financial reporting standards, code, directives, rules or regulations made under this Act.”

5. Convergence: If an entity uses the same or a higher level of Financial Reporting Framework
(FRF), it should continue with that FRF. The entity using a lower level of FRF should gradually go
upward and comply with required level standards, formats taking 2 (two) years for each level, as
mentioned in para 3 of this introductory chapter.

In case of entity’s required FRF has been changed due to organizational change or changes in
financials, an entity should adopt and use a higher level of FRF in its responsibility, and no shifting
from a higher level to a lower level is permitted.

*Large Entities under level 1 may use IFRS or Accrual Basis IPSAS depending on the relative
volume of funds from entity activities, such as more than 75% of total funds (including grants) is
from entity activities or engaged in major commercial basis activities/ transactions directly or
through units or through entities under the control of the SPA may use IFRS.

6. Commercial activities/ transactions
SPAs in levels 2 to 4 with non- substantial commercial basis activities/ transactions in their units/
entities should prepare only unit/ entity accounts under IFRS. In case of commercially run major
activities/ transactions by SPAs under level 2 to 4 should apply respective level standards in line
with IFRS, instead of IPSAS.



6. Criteria of different levels of Financial Reporting Formats (FRF) for SPAs

Basis/ References

Statements to be included

Purpose/ Objectives

Stage

Level 1 IFRS or Accrual Basis IPSASs | 1. Statement of Financial Position To fulfill the information expectation of all stakeholders-

— Published by IASB and 2. Statement of Profit & Loss and Other administrative ministry, auditors, lenders, international agencies,
IPSASB in 2022 and ggg‘;ﬁgﬁzzwe Income/ Statement of Financial | \wB, ADB, other regulators, suppliers, and service recipients of
continuously updated. 3. Statement of Changes in Net Assets/Equity large SPAS.

4. Statement of Cash Flows

5. Notes to the Financial Statements

6. Statement of Budget vs Actual

Level 2 Simplified Accrual Basis FRSs | 1. Statement of Financial Position Simplified but covering all the basic principles of IPSAS would
— Based on the SMEGA 2. Statement of Financial Performance make the Financial Statements of higher quality and deliver a
guideline published by UN and | 3. Statement of Changes in Net Assets better picture of an entity's performance and position in monetary
IASB in 2004, & IPSAS 4. Statement of Cash Flow terms.
updated by FRC as of 2022. 5. Notes to the Financial Statements

6. Statement of Budget vs Actual

Level 3 Simple Accrual basis FRSs 1. Statement of Financial Position Governmental agencies have two key objectives: to a)
—Published by UN in 20009, 2. Statement of Financial Performance demonstrate whether resources are being used to provide the
updated by FRC as of 2022. 3. Statement of Cash Flow target audience with the services. B) And whether according to

4. Notes to the Financial Statements legally adopted budgets. An accrual basis will serve these
5. Statement of Budget vs Actual purposes.

Level 4 Modified Accrual Basis FRSs | 4. Statement of Financial Position Modified accrual basis is a combination of both accrual and cash
based on US Govt. 5. Statement of Financial Performance basis. This method helps entities to keep track of long-term assets
Accounting Standard Board 6. Statement of Receipts and Payments and liabilities and simplifies the preparation of income
(GASB) issued Standards. 4. Notes to the Financial Statements statements. It will significantly help the gradual shift from cash

5. Statement of Budget vs Actual to accrual.

Level 5 Cash basis- 1. Statement of Receipts & Payments To bring uniformity, consistency, and discipline in financial
Prepared by FRC aligning 2. Notes to the Statement of R&P reporting, FRC has prepared level 5 Cash Basis FRF for very
with IPSAS Cash Basis 3. Statement of Budget vs Actual small size entities.

Standards 4. Fixed Assets (FA) Schedule from FA
Register
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Preface

At its 17" session in July 2000, the Intergovernmental Working Group of Experts on International
Standards of Accounting and Reporting (ISAR) identified a number of obstacles that small and
medium-sized enterprises were facing in applying accounting standards that had been issued by
various standard-setting bodies, both national and international. It was agreed that a project should
be undertaken to identify possible approaches that would meet the accounting and financial reporting
needs of such enterprises.

ISAR has supported the International Accounting Standards Board (IASB) as the international
standard setter of reference for accounting and reporting standards. The International Financial
Reporting Standards (IFRS) issued by the IASB, however, have been created largely with the
financial reporting needs of listed companies in mind. Consequently, it has often been difficult to
apply them to small and medium sized enterprises in public sector, particularly those in developing
countries and countries with economies in transition. For many entities in these countries,
professional help may also be disproportionately expensive.

To meet the financial reporting needs of SMEs, ISAR has proposed a three-level structure be adopted.
One of these three levels, which is level 2 or the middle level standards are neither a full set of
standards nor a simple accrual basis of 20 pages. FRC has applied the same principle of the ISAR
proposed and IASB, UNCTAD prepared level 2 standards to compile level 2 Simplified Accrual
Basis FRSs.

The standard for Level 2 is intended, to be user friendly, understandable and focused only on the most
frequently encountered transactions, but, on the other hand, to be derived from Accrual Basis IPSAS
and facilitate the development of enterprises from Level 2 to Level 1. It is based on the view that,
to be useful and cost effective, the standards should be as short as possible and concentrate on
measurement approaches that are feasible within the available infrastructure but enable users to make
informed decisions. In developing the standard, judgements are needed to balance the need for
brevity and usability with the need to be comprehensive and to provide sufficient explanation.

In accordance with Simplified Accrual Basis FRS (SAB FRS) 3 of these standards, an enterprise
that complied with the SAB FRS would indicate in its accounting policy note that its accounts had
been drawn up in accordance with the SAB FRS. If the enterprise also had to refer to an element of
Accrual Basis IPSAS, it would still retain the reference to the SAB FRS in its policy note.

These standards for Level 2 is based on the Accrual Basis IPSAS applicable in 2022. FRC
recognizes that the IPSASB ' wgork to improve its existing standards and develop new ones may
mean that in the future changes are needed to these standards. For this reason, as well as to take
into account any feedback from practical application, the SAB FRS will need to be reviewed from
time to time.
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Introduction

Scope

1. These accounting and reporting standards for medium-sized enterprises are intended for the
preparation of general-purpose financial statements for medium-sized enterprises. Such statements
would be prepared at least annually and are intended to meet the information needs of a wide range of
users.

Users

2. Users of financial statements generally include present and potential stakeholders, supervisory
ministries, divisions, employees, lenders, suppliers and other trade creditors, customers and their
agencies and at large the public. For medium enterprises, the most significant users are likely to be the
government supervisory ministries and auditors, who may have the power to obtain information
additional to that contained in the financial statements. Management is also interested in the
information contained in the financial statements, even though it has access to additional management
and financial information.

Objectives

3. The objective of financial statements is to provide information about the financial position,
performance and changes in financial position of an enterprise that is useful to users of such
information in making economic decisions. Financial statements show the results of management's
stewardship of and accountability for the resources entrusted to it.

Underlying assumptions

4.  Financial statements are prepared on the accrual basis of accounting. They are normally prepared
on the assumption that an enterprise is a going concern that will continue to operate for at least the
foreseeable future.

Qualitative characteristics
5. Qualitative characteristics are the attributes that make the information provided in financial
statements useful to users. The four principal characteristics are:

@) Understandability: It is essential that information provided in financial statements be
readily understandable by users.

(b) Relevance: To be useful, information must be relevant to the decision-making needs
of users. The relevance of information is affected by its nature and materiality.

(c) Reliability: Information is reliable when it is free from material error and bias and can
be depended on by users to represent faithfully that which it is said to represent. In
assessing reliability, substance over form, prudence, neutrality and completeness are
also considered.

(d) Comparability: Users must be able to compare the financial statements of an entity
over time in order to identify trends in the entity's financial position and performance.

6. Constraints: The balance between benefit and cost is a pervasive constraint rather than a
gualitative characteristic. The benefits derived from information should exceed the cost of providing
it. The evaluation of benefits and costs is, however, substantially a judgemental process. Standard setters
as well as the preparers and users of financial statements should be aware of this constraint.

7. In practice, trade-offs between qualitative characteristics are often necessary. Determining the
relative importance of the characteristics in different cases is a matter of professional judgement.
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Elements
8. Asset. An asset is a present economic resource controlled by the entity as a result of past events.
An economic resource is a right that has the potential to produce economic benefits.

9. Liability. A liability is a present obligation of the entity for an outflow of resource that results from a
past events.

Definitions of the elements relating to performance
10. Revenue. Increases in the net financial position of the entity other than increases arising from ownership
contribution.

11. Expense. Decreases in the net financial position of the entity other than decreases arising from
ownership distributions.

122Surplus or Deficit for the period. The entity’s
revenue and expense reported in the statement of financial position.

13. Ownership Contribution. Inflows of resources to an entity, contributed by external parties in their
capacity as owners, which establish or increase an interest of the net financial position of the entity.

14. Ownership Distributions. Outflows of resources from the entity, distributed to external parties in their
capacity as owners, which return or reduce an interest in the net financial position of the entity.

It follows from these definitions of revenue and expenses that contributions from holders of equity claims

are not revenue, and distributions to holders of equity claims are not expenses.

Revenue and expenses are the elements of financi al
perfor mance. Users of financial statements need i
its financial performance. Hence, although revenue and expenses are defined in terms of changes in assets

and liabilities, information about revenue and expenses is just as important as information about assets and

liabilities.

Different transactions and other events generate revenue and expenses with different characteristics.

Providing information separately about revenue and expenses with different characteristics can help users

of financi al statements to understand the entity’

15. Recognition of the elements of financial statements

Recognition is the process of capturing for inclusion in the statement of financial position or the

statement(s) of financial performance an item that meets the definition of one of the elements of financial

statements—an asset, a liability, equity, revenue or expenses. Recognition involves depicting the item in

one of those statements—either alone or in aggregation with other items—in words and by a monetary

amount, and including that amount in one or more totals in that statement. The amount at which an asset,

a |liability or equity is reciognieafeerieadtthe &3 aittesne

Measurement

16. The measurement base most commonly adopted by enterprises in preparing their financial
statements is historical cost. This is usually combined with other measurement bases for certain
specific items, as referred to in these standards.

Transactions not covered by the SAB FRS

17. Where an entity has a transaction that falls outside the SAB FRS, it is suggested that the preparer
look for guidance within the hierarchy referred to in SAB FRS 3.

13



SAB FRS 1—PRESENTATION OF FINANCIAL STATEMENTS

Scope

1

This Standard shall be applied to all general purpose financial statements prepared and presented
under the accrual basis of accounting in accordance with IPSASs.

Definitions

2.

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

Accrual basis means a basis of accounting under which transactions and other events are recognized
when they occur (and not only when cashor its equivalent is received or paid). Therefore, the
transactions and events are recorded in the accounting records and recognized in the financial
statements of the periods to which they relate. The elements recognized under accrual accounting
are assets, liabilities, net assets/equity, revenue, and expenses.

Assets are resources controlled by an entity as a result of past events and from which future
economic benefits or service potential are expected to flow to the entity.

Contributions from owners means future economic benefits or service potential that has been
contributed to the entity by parties external to the entity, other than those that result in liabilities
of the entity, that establish a financial interest in the net assets/equity of the entity, which:

@ Conveys entitlement both to (i) distributions of future economic benefits or service
potential by the entity during its life, such distributions being at the discretion of the
owners or their representatives, and to (ii) distributions of any excess of assets over
liabilities in the event of the entity being wound up; and/or

(0 Can be sold, exchanged, transferred, or redeemed.

Distributions to owners means future economic benefits or service potential distributed by the
entity to all or some of its owners, either as a return on investment or as a return of investment.

An economic entity is a controlling entity and its controlled entities.

Expenses are decreases in economic benefits or service potential during the reporting period in the
form of outflows or consumption of assets or incurrences of liabilities that result in decreases in
net assets/equity, other than those relating to distributions to owners.

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

Liabilities are present obligations of the entity arising from past events, the settlement of which is
expected to result in an outflow from the entity of resources embodying economic benefits or
service potential.

Material Omissions or misstatements of items are material if they could, individually or
collectively, influence the decisions or assessments of users made on the basis of the financial
statements. Materiality depends on the nature and size of the omission or misstatement judged in
the surrounding circumstances. The nature or size of the item, or a combination of both, could be
the determining factor.

Net assets/equity is the residual interest in the assets of the entity after deducting all its liabilities.

Notes contain information in addition to that presented in the statement of financial position,
statement of financial performance, statement of changes in net assets/equity and cash flow

14



statement. Notes provide narrative descriptions or disaggregation of items disclosed in
those statements and information about items that do not qualify for recognition in those
statements.

Revenue is the gross inflow of economic benefits or service potential during the reporting period
when those inflows result in an increase in net assets/equity, other than increases relating
to contributions from owners.

Terms defined in other SAB FRSs are used in this Standard with the same meaning as in
those Standards and are reproduced in the Glossary of Defined Terms, Accrual Basis IPSAS
published separately.

Components of Financial Statements

3

A complete set of financial statements comprises:

(@) A statement of financial position;

(b) A statement of financial performance;

(c) A statement of changes in net assets/equity;
(d) A cash flow statement;

(&) When the entity makes publicly available its approved budget, a comparison of budget and
actual amounts either as a separate additional financial statement or as a budget column in the
financial statements;

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

(9) Comparative information in respect of the preceding period as specified in paragraphs 15 and
15A of SAB FRS 1.

Overall Considerations

Fair Presentation and Compliance with SAB FRSs

4,

Financial statements shall present fairly the financial position, financial performance, and cash
flows of an entity. Fair presentation requires the faithful representation of the effects of transactions,
other events, and conditions in accordance with the definitions and recognition criteria for assets,
liabilities, revenue, and expenses set out in IPSASs. The application of IPSASs, with additional
disclosures when necessary, is presumed to result in financial statements that achieve a fair
presentation.

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

Inappropriate accounting policies are not rectified either by disclosure of the accounting policies
used, or by notes or explanatory material.

In the extremely rare circumstances in which management concludes that compliance with a
requirement in a Standard would be so misleading that it would conflict with the objective of
financial statements set out in this Standard, the entity shall depart from that requirement in the
manner set out in paragraph 8 if the relevant regulatory framework requires, or otherwise does not
prohibit, such a departure.

When an entity departs from a requirement of a Standard in accordance with paragraph 7, it shall
disclose:
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10.

@  That management has concluded that the financial statements present fairlythee nt i t y ' s

financial position, financial performance, and cash flows;

() That it has complied with applicable IPSASs, except that it has departed from a
particular requirement to achieve a fair presentation;

©  Thetitle of the Standard from which the entity has departed, the nature of the departure,
including the treatment that the Standard would require, the reason why that treatment
would be so misleading in the circumstances that it would conflict with the objective of
financial statements set out in this Standard, and the treatment adopted; and

(@ For each period presented, the financial impact of the departure on each item in the
financial statements that would have been reported in complying with the requirement.

When an entity has departed from a requirement of a Standard in a prior period, and that departure
affects the amounts recognized in the financial statements for the current period, it shall make the
disclosures set out in paragraph 8 (c) and (d).

In the extremely rare circumstances in which management concludes that compliance with a
requirement in a Standard would be so misleading that it would conflict with the objective of financial
statements set out in this Standard, but the relevant regulatory framework prohibits departure from
the requirement, the entity shall, to the maximum extent possible, reduce the perceived misleading
aspects of compliance by disclosing:

a.  Thetitle of the Standard in question, the nature of the requirement, and the reason why
management has concluded that complying with that requirement is so misleading in
the circumstances that it conflicts with the objective of financial statements set out in
this Standard; and

b.  For each period presented, the adjustments to each item in the financial statements that
management has concluded would be necessary to achieve a fair presentation.

Going Concern

11. When preparing financial statements, an assessment of an e n t iakliliyy 'toscontinue as a going

concern shall be made. This assessment shall be made by those responsible for the preparation of
financial statements. Financial statements shall be prepared on a going concern basis unless there
is an intention to liquidate the entity or to cease operating, or if there is no realistic alternative but
to do so. When those responsible for the preparation of the financial statements are aware, in making
their assessment, of material uncertainties related to events or conditions that may cast significant
doubt upon the entity’s ability to conti

When financial statements are not prepared on a going concern basis, that fact shall be disclosed,
together with the basis on which the financial statements are prepared and the reason why the entity
is not regarded as a going concern.

Consistency of Presentation

12. The presentation and classification of items in the financial statements shall be retained from one

period to the next unless:

@ It i s appaasingni ffioddmtwimlgange i n the
review of its financial statements, that another presentation or classification would be more
appropriate having regard to the criteria for the selection and application of accounting
policies in SAB FRS 3; or

(b) An SAB FRS requires a change in presentation.
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Materiality and Aggregation

13.  Each material class of similar items shall be presented separately in the financial statements. Items
of a dissimilar nature or function shall be presented separately, unless they are immaterial.
Offsetting
14.  Assets and liabilities, and revenue and expenses, shall not be offset unless required or permitted by

an SAB FRS.

Comparative Information

15

15A.

16.

17.

Except when an SAB FRS permits or requires otherwise, an entity shall present
comparative formation in respect of the preceding period for all amounts reported in the
financial statements. An entity shall include comparative information for narrative and descriptive
information if it is relevant to understanding the current period’s financial statements.

An entity shall present, as a minimum, one statement of financial position with comparative
information for the preceding period, one statement of financial performance with comparative
information for the preceding period, one cash flow statement with comparative information for the
preceding period and one statement of changes in net assets/equity with comparative information
for the preceding period, and related notes.

When the presentation or classification of items in the financial statements is amended, comparative
amounts shall be reclassified unless the reclassification is impracticable. When comparative
amounts are reclassified, an entity shall disclose:

a.  The nature of the reclassification;
b. The amount of each item or class of items that is reclassified; and
c. The reason for the reclassification.

When it is impracticable to reclassify comparative amounts, an entity shall disclose:
@  The reason for not reclassifying the amounts; and

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

Structure and Content

Identification of the Financial Statements

18.

19.

The financial statements shall be identified clearly, and distinguished from other information in
the same published document.

Each component of the financial statements shall be identified clearly. In addition, the following
information shall be displayed prominently, and repeated when it is necessary for a proper
understanding of the information presented:

(@) The name of the reporting entity or other means of identification, and any change in that
information from the preceding reporting date;

(b) Whether the financial statements cover the individual entity or the economic entity;

() The reporting date or the period covered by the financial statements, whichever is
appropriate to that component of the financial statements;

(d) The presentation currency, as defined in SAB FRS 4, The Effects of Changes in
Foreign Exchange Rates; and
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© The level of rounding used in presenting amounts in the financial statements.

Reporting Period

20. Financial statements shall be presented at least annually. When an entity’'s repol
and the annual financial statements are presented for a period longer or shorter than one year, an
entity shall disclose, in addition to the period covered by the financial statements:

@ The reason for using a longer or shorter period; and

) The fact that comparative amounts for certain statements such as the statement of financial
performance, statement of changes in net assets/equity, cash flow statement, and related
notes are not entirely comparable.

Statement of Financial Position

21.  An entity shall present current and non-current assets, and current and non-current liabilities, as separate
classifications on the face of its statement of financial position in accordance with paragraphs 76-87,
except when a presentation based on liquidity provides information that is faithfully representative and
is more relevant. When that exception applies, all assets and liabilities shall be presented broadly in order
of liquidity.

22. Whichever method of presentation is adopted, for each asset and liability line item that combines
amounts expected to be recovered or settled (a) no more than twelve months after the reporting
date, and (b) more than twelve months after the reporting date, an entity shall disclose the amount
expected to be recovered or settled after more than twelve months.

Current Assets
23.  Anasset shall be classified as current when it satisfies any of the following criteria:

(@) It is expected to be realized in, or is held for sale or consumptionin,theent i ty’ s nor
operating cycle;

(b) Itis held primarily for the purpose of being traded;
(c) Itis expected to be realized within twelve months after the reporting date; or

(d) It is cash or a cash equivalent (as defined in SAB FRS 2), unless it is restricted from
being exchanged or used to settle a liability for at least twelve months after the reporting
date.

All other assets shall be classified as non-current.

Current Liabilities

24. A liability shall be classified as current when it satisfies any of the following criteria:
a) It i s expected to be setcyclkjed in the entity’
b) Itis held primarily for the purpose of being traded:;
c) Itis due to be settled within twelve months after the reporting date; or

d) The entity does not have an unconditional right to defer settlement of the liability for at
least twelve months after the reporting date. Terms of a liability that could, at the option
of the counterparty, result in its settlement by the issue of equity instruments do not affect
its classification.

All other liabilities shall be classified as non-current.
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Information to be presented on the fact of the state of Financial Position:

25. Asaminimum, the face of the statement of financial position shall include line items that present the
following amounts:

@ Property, plant, and equipment;
© Investment property;
© Intangible assets;
@ Financial assets (excluding amounts shown under (e), (9), (h) and (i));
© Investments accounted for using the equity method;
® Inventories;
© Recoverable from non-exchange transactions (taxes and transfers);
) Receivables from exchange transactions;
@® Cash and cash equivalents;
() Taxesand transfers payable;
(ja) Social benefits liabilities;
® Payables under exchange transactions;
@ Provisions;
(m Financial liabilities (excluding amounts shown under (j), (k) and (1));
(M Non-controlling interest, presented within net assets/equity; and
© Net assets/equity attributable to owners of the controlling entity

26. Additional line items, headings, and sub-totals shall be presented on the face of the statement of
financi al position when such presentation is r
position. Information to be presented either on the face of the Statement of Financial Position or in
the Notes.

27. An entity shall disclose, either on the face of the statement of financial position or in the notes,
further sub classifications of the line items presented, classified in a manner appropriate to the
e nt ioperations

28. When an entity has no share capital, it shall disclose net assets/equity, either on the face of the
statement of financial position or in the notes, showing separately:

@ Contributed capital, being the cumulative total at the reporting date of contributions from
owners, less distributions to owners;

® Accumulated surpluses or deficits;

© Reserves, including a description of the nature and purpose of each reserve within net
assets/equity; and

@ Non-controlling interests.
28A. If an entity has reclassified:

@ A puttable financial instrument classified as an equity instrument; or

19



® An instrument that imposes on the entity an obligation to deliver to another party a pro rata
share of the net assets of the entity only on liquidation and is classified as an equity
instrument;

between financial liabilities and net assets/equity, it shall disclose the amount reclassified into and out
of each category (financial liabilities or net assets/equity), and the timing and reason for that
reclassification.

29. When an entity has share capital, in addition to the disclosures in paragraph 28, it shall disclose the
following, either on the face of the statement of financial position or in the notes:

a) For each class of share capital:

i. The number of shares authorized;
ii. The number of shares issued and fully paid, and the number issued but not fully paid,;
iii. Par value per share, or that the shares have no parvalue;

iv. A reconciliation of the number of shares outstanding at the beginning and at the end
of the year;

v. The rights, preferences and restrictions attaching to that class, including restrictions
on the distribution of dividends and the repayment of capital;

vi. Shares in the entity held by the entity or by its controlled entities or associates; and

vii. Shares reserved for issue under options and contracts for the sale of shares, including
the terms and amounts; and

b)  Adescription of the nature and purpose of each reserve within net assets/equity.
Statement of Financial Performance

Surplus or Deficit for the Period

30.  Allitems of revenue and expense recognized in a period shall be included in surplus or deficit,
unless an SAB FRS requires otherwise.
Information to be presented on the face of the Statement of Financial Performance.

31 Asaminimum, the face of the statement of financial performance shall include line items that
present the following amounts for the period:

(@) Revenue, presenting separately:
(i) Interest revenue calculated using the effective interest method; and

(i)  Gains and losses arising from the derecognition of financial assets measured at
amortized cost;

(b)  Finance costs;

(ba) Impairment losses (including reversals of impairment losses or impairment
gains) determined in accordance with paragraphs 73— 93 of IPSAS 41,

(© Share of the surplus or deficit of associates and joint ventures accounted for using
the equity method,;

(ca) If a financial asset is reclassified out of the amortized cost measurement
category so that it is measured at fair value through surplus or deficit, any gain
or loss arising from a difference between the previous amortized cost of the
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32.

3r.

financial asset and its fair value at the reclassification date (as defined in IPSAS
41);

(cb) If a financial asset is reclassified out of the fair value through net asset/equity
measurement category so that it is measured at fair value through surplus or
deficit, any cumulative gain or loss previously recognized in net assets/equity
that is reclassified to surplus or deficit;

(d Pre-tax gain or loss recognized on the disposal of assets or settlement of liabilities
attributable to discontinuing operations; and

e  Surplus or deficit.

The following items shall be disclosed on the face of the statement of financial performance as
allocations of surplus or deficit for the period:

@  Surplus or deficit attributable to non-controlling interest; and
(b Surplus or deficit attributable to owners of the controlling entity.

Additional line items, headings, and subtotals shall be presented on the face of the statement of
financial performance when such presentationi s r el evant to an u
financial performance.

Information to be presented either on the face of the Statement of Financial Performance or in the
Notes.

When items of revenue and expense are material, their nature and amount shall be disclosed
separately.

An entity shall present, either on the face of the statement of financial performance or in the notes,
asub classification oftotalrevenue,c | assi fi ed i n a ma n noperatiors p

An entity shall present, either on the face of the statement of financial performance or in the notes,
an analysis of expenses using a classification based on either the nature of expenses or their function
within the entity, whichever provides information that is faithfully representative and more
relevant.

Entities classifying expenses by function shall disclose additional information on the nature of
expenses, including depreciation and amortization expense, social benefits expense, and employee
benefits expense.

When an entity provides a dividend or similar distribution to its owners and has share capital, it
shall disclose, either on the face of the statement of financial performance or the statement of
changes in net assets/ equity, or in the notes, the amount of dividends or similar distributions
recognized as distributions to owners during the period, and the related amount per share.

Statement of Changes in Net Assets/Equity

39.

An entity shall present a statement of changes in net assets/equity showing on the face of the
statement:

@ An entity shall present a statement of changes in net assets/equity showing on the face of
the statement:

() Each item of revenue and expense for the period that, as required by other Standards, is
recognized directly in net assets/equity, and the total of these items;
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(c)  Total revenue and expense for the period (calculated as the sum of (a) and (b)), showing
separately the total amounts attributable to owners of the controlling entity and to non-
controlling interest; and

(d)  For each component of net assets/equity separately disclosed, the effects of changes in
accounting policies and corrections of errors recognized in accordance with SAB FRS 3.

40.  An entity shall also present, either on the face of the statement of changes in net assets/equity or in
the notes:

@  The amounts of transactions with owners acting in their capacity as owners, showing
separately distributions to owners;

() The balance of accumulated surpluses or deficits at the beginning of the period and at
the reporting date, and the changes during the period; and

© To the extent that components of net assets/equity are separately disclosed,
reconciliation between the carrying amount of each component of net assets/equity at
the beginning and the end of the period, separately disclosing each change.
Notes

41, The notes shall:

(@  Present information about the basis of preparation d the financial statements and the
specific accounting policies used, in accordance with paragraphs 1 3 2 -1 3 9 ;

(b)  Disclose the information required by SAB FRSs that is notpresented on the face of
the statement of financial position, statement of financial performance, statement
of changes in net assets/equity, or cash flow statement; and

(c)  Provide additional information that is not presented on the face of the statement of
financial position, statement of financial performance, statement of changes in net
assets/equity, or cash flow statement, but that is relevant to an understanding of any of
them.

42.  Notes shall, as far as practicable, be presented in a systematic manner. Each item on the face of the
statement of financial position, statement of financial performance, statement of changes in net
assets/equity, and cash flow statement shall be cross-referenced to any related information in the

notes.
Disclosure of Accounting Policies
43, Anentity shall disclose in the summary of significant accounting policies:
@  The measurement basis (or bases) used in preparing the financial statements;

(W The extent to which the entity has applied any transitional provisions in any IPSAS;
and

© The other accounting policies used that are relevant to an understanding of the
financial statements.

44. An entity shall disclose, in the summary of significant accounting policies or other notes, the
judgments, apart from those involving estimations (see paragraph 140), management has made in

the process of applying the entity’s accounti

amounts recognized in the financial statements.
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Key Sources of Estimation Uncertainty

45, An entity shall disclose in the notes information about (a) the key assumptions concerning the
future, and (b) other key sources of estimation uncertainty at the reporting date, that have a
significant risk of causing a material adjustment to the carrying amounts of assets and liabilities
within the next financial year. In respect of those assets and liabilities, the notes shall include details

of:
@
©)
Capital

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

Their nature; and

Their carrying amount as at the reporting date.

Puttable Financial Instruments Classified as Net Assets/Equity

47. For puttable financial instruments classified as equity instruments, an entity shall disclose (to the

extent not disclosed elsewhere):

@
©

©

@

Summary quantitative data about the amount classified as net assets/equity;

Its objectives, policies and processes for managing its obligation to repurchase or
redeem the instruments when required to do so by the instrument holders, including
any changes from the previous period;

The expected cash outflow on redemption or repurchase of that class of financial
instruments; and

Information about how the expected cash outflow on redemption or repurchase was
determined.

Other Disclosures

48, An entity shall disclose in the notes:

@

©)

The amount of dividends, or similar distributions, proposed or declared before the
financial statements were authorized for issue, but not recognized as a distribution to
owners during the period, and the related amount per share; and

The amount of any cumulative preference dividends, or similar distributions, not
recognized

49, An entity shall disclose the following, if not disclosed elsewhere in information published with
the financial statements:

@
0
©
@

©

The domicile and legal form of the entity, and the jurisdiction within which it operates;

A description of the nature of the e n t iopergtibnsand principal activities;
A reference to the relevant legislation governing the e n t iopergtions;

The name of the controlling entity and the ultimate controlling entity of the economic
entity (where applicable); and

If it is a limited life entity, information regarding the length of its life.
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SAB FRS 2—CASH FLOW STATEMENTS

Scope

1. An entity that prepares and presents financial statements under the accrual basis of accounting
shall prepare a cash flow statement in accordance with the requirements of this Standard, and shall
present it as an integral part of its financial statements for each period for which financial
statements are presented.

Definitions

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

Cash comprises cash on hand and demand deposits.

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

Cash flows are inflows and outflows of cash and cash equivalents.

Control: An entity controls another entity when the entity is exposed, or has rights, to variable
benefits from its involvement with the other entity and has the ability to affect the nature or amount
of those benefits through its power over the other entity.

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

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

Operating activities are the activities of the entity that are not investing or financing activities.

Reporting date means the date of the last day of the reporting period to which the financial
statements relate.

Terms defined in other IPSASs are used in this Standard with the same meaning as in those
Standards, and are reproduced in the Glossary of Defined Terms published separately.

Presentation of a Cash Flow Statement

3. The cash flow statement shall report cash flows during the period classified by operating,
investing, and financing activities.

Reporting Cash Flows from Operating Activities

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

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

(b) The indirect method, whereby surplus or deficit is adjusted for the effects of transactions
of a noncash nature, any deferrals or accruals of past or future operating cash receipts or
payments, and items of revenue or expense associated with investing or financing cash
flows.
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Reporting Cash Flows from Investing and Financing Activities

5. An entity shall report separately major classes of gross cash receipts and gross cash payments
arising from investing and financing activities, except to the extent that cash flows described in
paragraphs 6 and 7 are reported on a net basis.

Reporting Cash Flows on a Net Basis

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

(@ Cash receipts collected and payments made on behalf of customers, taxpayers, or
beneficiaries when the cash flows reflect the activities of the other party rather than those
of the entity; and

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

7. Cash flows arising from each of the following activities of a public financial institution may be
reported on a net basis:

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

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

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

Foreign Currency Cash Flows

8 Cash flows arising from transactions i
functional currency by applying to the foreign currency amount the exchange rate between the
functional currency and the foreign currency at the date of the cash flow.

9.  The cash flows of a foreign controlled entity shall be translated at the exchange rates between the
functional currency and the foreign currency at the dates of the cash flows.

Interest and Dividends or Similar Distributions

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

Taxes on Net Surplus

11.  Cash flows arising from taxes on net surplus shall be separately disclosed and shall be classified as
cash flows from operating activities, unless they can be specifically identified with financing and
investingactivities.

Acquisitions and Disposals of Controlled Entities and Other

Operating Units

12.  The aggregate cash flows arising from acquisitions and from disposals of controlled entities or
other operating units shall be presented separately and classified as investing activities.

13.  An entity shall disclose, in aggregate, in respect of both acquisitions and disposals of controlled
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entities or other operating units during the period, each of the following:
(@ The total purchase or disposal consideration;

(b)  The portion of the purchase or disposal consideration discharged by means of cash and
cash equivalents;

(c) The amount of cash and cash equivalents in the controlled entity or operating unit
acquired or disposed of; and

(d) The amount of the assets and liabilities, other than cash or cash equivalents,
recognized by the controlled entity or operating unit acquired or disposed of,
summarized by each major category.

Noncash Transactions

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

Changes in Liabilities Arising from Financing Activities

15.  An entity shall provide disclosures that enable users of financial statements to evaluate changes in
liabilities arising from financing activities, including both changes arising from cash flows and
non-cash changes.

Components of Cash and Cash Equivalents

16. An entity shall disclose the components of cash and cash equivalents, and shall present a
reconciliation of the amounts in its cash flow statement with the equivalent items reported in the
statement of financial position.

Other Disclosures

17. An entity shall disclose, together with a commentary by management in the notes to the financial
statements, the amount of significant cash and cash equivalent balances held by the entity that are
not available foruse by the economic entity.
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SAB FRS 3—ACCOUNTING POLICIES, CHANGES IN ACCOUNTING ESTIMATES
AND ERRORS

1. Management should select and apply an enterprise's accounting policies so that the financial
statements comply with all the requirements of the Simplified AB FRS (SAB FRS). Where
there is no specific requirement, management should look in turn to the following for guidance:

(@) Accrual Basis IPSAS;

(b) Interpretations;

(c) Appendices to standards;

(d) Implementation guidance;

(e) Definitions, recognition criteria and measurement concepts set out in the
conceptual framework; and

(F) Pronouncements of other standard setters that use a similar conceptual framework
to develop accounting standards; other accounting literature; and accepted industry practice, to
the extent that these are consistent with items (a) to (e) above.

Management should use its judgement in developing an accounting policy resulting in information
that is relevant to the needs of investors and creditors and is reliable in nature.

Where management bases its accounting policy on Accrual Basis IPSAS, it should be guided
by user needs in making disclosures. In such a case the entity is not then obliged to comply with
the Accrual Basis IPSAS, and should continue to describe itself in its accounting policy
note as complying with the SAB FRS.

Scope

2. This Standard shall be applied in selecting and applying accounting policies, and accounting for
changes in accounting policies, changes in accounting estimates, and corrections of prior period
errors.

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

Accounting policies are the specific principles, bases, conventions, rules, and practices applied by
an entity in preparing and presenting financial statements.

A change in accounting estimate is an adjustment of the carrying amount of an asset or a liability,
or the amount of the periodic consumption of an asset, that results from the assessment of the
present status of, and expected future benefits and obligations associated with, assets and
liabilities. Changes in accounting estimates result from new information or new developments and,
accordingly, are not correction oferrors.

Impracticable Applying a requirement is impracticable when the entity cannot apply it after
making every reasonable effort to do so. For a particular prior period, it is impracticable to
apply a change in an accounting policy retrospectively or to make a retrospective restatement to
correct an error if:

a. The effects of the retrospective application or retrospective restatement are not
determinable;

b. Theretrospective application or retrospective restatement requires assumptions about what

management’'s intent woould have been in that

c. Theretrospective application or retrospective restatement requires significant estimates of
amounts and it is impossible to distinguish objectively information about those estimates
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that:

i. Provides evidence of circumstances that existed on the date(s) as at which those
amounts are to be recognized, measured, or disclosed; and

ii. Would have been available when the financial statements for that prior period
were authorized forissue; from other information.

Prior period errors are omissions from, and misstatements in,thee nt i t y ' statefentshfer
one or more prior periods arising from a failure to use, or misuse of, faithfully representative
information that:

@ Was available when financial statements for those periods were authorized for issue;
and

® Could reasonably be expected to have been obtained and taken into account in the
preparation and presentation of those financial statements.

Such errors include the effects of mathematical mistakes, mistakes in applying accounting policies,
oversights or misinterpretations of facts, and fraud.

Prospective application of a change in accounting policy and of recognizing the effect of a change
in an accounting estimate, respectively, are:

@  Applying the new accounting policy to transactions, other events, and conditions
occurring after the date as at which the policy is changed; and

(® Recognizing the effect of the change in the accounting estimate in the current and future
periods affected by the change.

Retrospective application is applying a new accounting policy to transactions, other events, and
conditions as if that policy had always been applied.

Retrospective restatement is correcting the recognition, measurement, and disclosure of amounts
of elements of financial statements as if a prior period error had never occurred.

Terms defined in other IPSASs are used in this Standard with the same meaning as in those
Standards, and are reproduced in the Glossary of Defined Terms published separately.

Accounting Policies
Selection and Application of Accounting Policies

4.  When an SAB FRS specifically applies to a transaction, other event or condition, the
accounting policy or policies applied to that item shall be determined by applying the Standard.

5. In the absence of an SAB FRS that specifically applies to a transaction, other event, or
condition, management shall use its judgment in developing and applying an accounting policy
that results in information that is relevant to the accountability and decision-making needs of
users, faithfully represents the financial position, financial performance, and cash flows of the
entity, meets the qualitative characteristics of understandability, timeliness, comparability, and
verifiability and takes account of the constraints on information included in general purpose
financial reports and the balance between the qualitative characteristics.

6.  In making the judgment, described in paragraph 4, management shall refer to, and consider the
applicability of, the following sources in the following order:

a. The requirements in IPSASs dealing with similar and related issues; and

b. The definitions, recognition and measurement criteria for assets, liabilities, revenue and
expenses described in the Conceptual Framework for General Purpose Financial
Reporting by Public Sector Entities.
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In making the judgment described in paragraph 4, management may also consider (a) the most
recent pronouncements of other standard- setting bodies, and (b) accepted public or private sector
practices, but only to the extent that these do not conflict with the sources in paragraph 5.
Examples of such pronouncements include pronouncements of the IASB, including IFRSs, and
Interpretations issued by the | A S BIFRS Interpretations Committee (IFRIC) or the former
Standing Interpretations Committee (SIC).

Consistency of Accounting Policies

8.

An entity shall select and apply its accounting policies consistently for similar transactions, other

events, and conditions, unless an SAB FRS specifically requires or permits categorization of
items for which different policies may be appropriate. If an SAB FRS requires or
permits such categorization, an appropriate accounting policy shall be selected and applied
consistently to each category.

Changes in Accounting Policies

9.

10.

11.

12.

13.

An entity shall change an accounting policy only if the change:
a. Isrequired by an SAB FRS; or

b. Results in the financial statements providing faithfully representative and more relevant
information about the effectsoft r ansacti ons, ot hen heventsgsfya
financial position, financial performance, or cash flows.

A change from one basis of accounting to another basis of accounting is a change in accounting
policy.

A change in the accounting treatment, recognition, or measurement of a transaction, event, or
condition within a basis of accounting is regarded as a change in accounting policy.

The following are not changes in accounting policies:

a. The application of an accounting policy for transactions, other events or conditions that
differ in substance from those previously occurring; and

b. The application of a new accounting policy for transactions, other events, or conditions
that did not occur previously or that were immaterial.

The initial application of a policy to revalue assets in accordance with SAB FRS 17, Property,
Plant, and Equipment, or SAB FRS 31, Intangible Assets, is a change in accounting policy to be
dealt with as a revaluation in accordance with SAB FRS 17 or SAB FRS 31, rather than in
accordance with this Standard.

Applying Changes in Accounting Policies

14. Subject to paragraph 15:

a. An entity shall account for a change in accounting policy resulting from the initial
application of an SAB FRS in accordance with the specific transitional provisions, if
any, in that Standard; and

b. When an entity changes an accounting policy upon initial application of an SAB FRS
that does not include specific transitional provisions applying to that change, or
changes an accounting policy voluntarily, it shall apply the change retrospectively.

Retrospective Application

15. Subject to paragraph 15, when a change in accounting policy is applied retrospectively in

accordance with paragraph 13(a) or (b), the entity shall adjust the opening balance of each affected
component of net assets/equity for the earliest period presented, and the other comparative
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amounts disclosed for each prior period presented as if the new accounting policy had always been
applied.

Limitations on Retrospective Application

16. When retrospective application is required by paragraph 13(a) or (b), a change in accounting

17.

18.

policy shall be applied retrospectively, except to the extent that it is impracticable to determine
either the period-specific effects or the cumulative effect of the change.

When it is impracticable to determine the period-specific effects of changing an accounting
policy on comparative information for one or more prior periods presented, the entity shall apply
the new accounting policy to the carrying amounts of assets and liabilities as at the beginning of
the earliest period for which retrospective application is practicable, which may be the current
period, and shall make a corresponding adjustment to the opening balance of each affected
component of net assets/equity for that period.

When it is impracticable to determine the cumulative effect, at the beginning of the current
period, of applying a new accounting policy to all prior periods, the entity shall adjust the
comparative information to apply the new accounting policy prospectively from the earliest date
practicable.

Disclosure

19.

When initial application of an SAB FRS (a) has an effect on the current period or any prior
period,

(b) would have such an effect, except that it is impracticable to determine the amount of the
adjustment, or (c) might have an effect on future periods, an entity shall disclose:

a. The title of the Standard;

b. When applicable, that the change in accounting policy is made in accordance with its
transitional provisions;

C. The nature of the change in accounting policy;

d. When applicable, a description of the transitional provisions;

e. When applicable, the transitional provisions that might have an effect on future periods;

f. For the current period and each prior period presented, to the extent practicable, the
amount of the adjustment for each financial statement line item affected,

g. The amount of the adjustment relating to periods before those presented, to the extent
practicable; and

h. If retrospective application required by paragraph 24(a) or (b) is impracticable for a

particular prior period, or for periods before those presented, the circumstances that led
to the existence of that condition and a description of how and from when the change

Financial statéments o g%%‘(ﬁwﬁf B%errlldagg Irlleede'd not repeat these disclosures.

20.

When a voluntary change in accounting policy (a) has an effect on the current period or any prior
period, (b) would have an effect on that period, except that it is impracticable to determine the
amount of the adjustment, or (c) might have an effect on future periods, an entity shall disclose:

a. The nature of the change in accounting policy;

b. The reasons why applying the new accounting policy provides faithfully representative
and more relevant information;

c. For the current period and each prior period presented, to the extent practicable, the
amount of the adjustment for each financial statement line item affected,;
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d. The amount of the adjustment relating to periods before those presented, to the extent
practicable; and

e. If retrospective application is impracticable for a particular prior period, or for periods
before those presented, the circumstances that led to the existence of that condition and a
description of how and from when the change in accounting policy has been applied.

Financial statements of subsequent periods need not repeat these disclosures.

21. When an entity has not applied a new SAB FRS that has been issued but is not yet effective,
the entity shall disclose:

a. This fact; and

b. Known or reasonably estimable information relevant to assessing the possible

i mpact t hat applicationomhetkeet new’ Stfahda
statements in the period of initial application.

Changes in Accounting Estimates

22. The effect of a change in an accounting estimate, other than a change to which paragraph 22
applies, shall be recognized prospectively by including it in surplus or deficit in:

a. The period of the change, if the change affects the period only; or
b.  The period of the change and future periods, if the change affects both.

23. Tothe extent that a change in an accounting estimate gives rise to changes in assets and liabilities,
or relates to an item of net assets/equity, it shall be recognized by adjusting the carrying amount
of the related asset, liability, or net assets/equity item in the period of change.

Disclosure

24. An entity shall disclose the nature and amount of a change in an accounting estimate that has an
effect in the current period or is expected to have an effect on future periods, except for the
disclosure of the effect on future periods when it is impracticable to estimate that effect.

25. Ifthe amount of the effect in future periods is not disclosed because estimating it is impracticable,
the entity shall disclose that fact.

Errors

26. Subject to paragraph 27, an entity shall correct material prior period errors retrospectively in the
first set of financial statements authorized for issue after their discovery by:

@ Restating the comparative amounts for prior period(s) presented in which the error
occurred; or

() If the error occurred before the earliest prior period presented, restating the opening
balances of assets, liabilities and net assets/ equity for the earliest prior period
presented.

Limitations of Retrospective Restatement

27. A prior period error shall be corrected by retrospective restatement, except to the extent that it is
impracticable to determine either the period-specific effects or the cumulative effect of the error.

28. When it is impracticable to determine the period-specific effects of an error on comparative
information for one or more prior periods presented, the entity shall restate the opening balances of
assets, liabilities, and net assets/equity for the earliest period for which retrospective restatement
is practicable (which may be the current period).
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29. When it is impracticable to determine the cumulative effect, at the beginning of the current period,
of an error on all prior periods, the entity shall restate the comparative information to correct the
error prospectively from the earliest date practicable.

Disclosure of Prior Period Errors

30. In applying paragraph 26, an entity shall disclose the following:

a.
b.

The nature of the prior period error;

For each prior period presented, to the extent practicable, the amount of the
correction for each financial statement line item affected;

The amount of the correction at the beginning of the earliest prior period presented;
and

If retrospective restatement is impracticable for a particular prior period, the
circumstances that led to the existence of that condition and a description of how
and from when the error has been corrected.

Financial statements of subsequent periods need not repeat these disclosures.
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SABFRS 4 —THEFECT CHANGES OREI GN EXCRANES

Scope

1

An entity that prepares and presents financial statements under the accrual basis of accounting

shall apply this Standard:

@ In accounting for transactions and balances in foreign currencies, except for those
derivative transactions and balances that are within the scope of IPSAS 41, Financial
Instruments;

(0 In translating the financial performance and financial position of foreign operations that
are included in the financial statements of the entity by consolidation, or by the equity

method; and
© In translating an entity’s financi al
currency.
Definitions

2

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

Closing rate is the spot exchange rate at the reporting date.

Exchange difference is the difference resulting from translating a given number of units of one
currency into another currency at different exchange rates.

Exchange rate is the ratio of exchange for two currencies.

Foreign currency is a currency other than the functional currency of the entity.

Foreign operation is an entity that is a controlled entity, associate, joint arrangement, or branch of
a reporting entity, the activities of which are based or conducted in a country or currency other
than those of the reporting entity.

Functional currency is the currency of the primary economic environment in which the entity
operates.

Monetary items are units of currency held and assets and liabilities to be received or paid in a fixed
or determinable number of units of currency.

Net investment in a foreign operationi s t he amount of the re
assets/equity of that operation.

Presentation currency is the currency in which the financial statements are presented.

Spot exchange rate is the exchange rate for immediate delivery.

Terms defined in other IPSASs are used in this Standard with the same meaning as in those
Standards and are reproduced in the Glossary of Defined Terms published separately.

Reporting Foreign Currency Transactions in the Functional Currency

Initial Recognition

3

A foreign currency transaction shall be recorded, on initial recognition in the functional currency,
by applying to the foreign currency amount the spot exchange rate between the functional currency
and the foreign currency at the date of the transaction.

Reporting at Subsequent Reporting Dates

4,

At each reporting date:
@ Foreign currency monetary items shall be translated using the closing rate;
(0 Non-monetary items that are measured in terms of historical cost in a foreign currency shall
be translated using the exchange rate at the date of the transaction; and
© Non-monetary items that are measured at fair value in a foreign currency shall be translated
using the exchange rates at the date when the fair value was determined.
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Recognition of Exchange Differences

5 Exchange differences arising (a) on the settlement of monetary items, or (b) on translating
monetary items at rates different from those at which they were translated on initial recognition
during the period or in previous financial statements, shall be recognized in surplus or deficit in the
period in which they arise, except as described in paragraph 7.

6. When a gain or loss on a non-monetary item is recognized directly in net assets/equity, any
exchange component of that gain or loss shall be recognized directly in net assets/equity.
Conversely, when a gain or loss on a non-monetary item is recognized in surplus or deficit, any
exchange component of that gain or loss shall be recognized in surplus or deficit.

7. Exchange differences arising on a monetary item that forms part of a reportinge nt indty ' s
investment in a foreign operation shall be recognized in surplus or deficit in the separate financial
statements of the reporting entity or the individual financial statements of the foreign operation, as
appropriate. In the financial statements that include the foreign operation and the reporting entity
(e.g., consolidated financial statements when the foreign operation is a controlled entity), such
exchange differences shall be recognized initially in a separate component of net assets/equity, and
recognized in surplus or deficit on disposal of the net investment in accordance with paragraph 13.

Change in Functional Currency
Translation to the Presentation Currency

8 When there i s a fundicnahayrencyi the ensitym shall applyi the yransktion
procedures applicable to the new functional currency prospectively from the date of the change.

Use of a Presentation Currency Other than the Functional Currency

9. The financial performance and financial position of an entity whose functional currency is not the
currency of a hyperinflationary economy shall be translated into a different presentation currency
using the following procedures:

@ Assets and liabilities for each statement of financial position presented (i.e., including
comparatives) shall be translated at the closing rate at the date of that statement of
financial position;

(© Revenue and expenses for each statement of financial performance (i.e., including
comparatives) shall be translated at exchange rates at the dates of the transactions; and

© All resulting exchange differences shall be recognized as a separate component of net
assets/equity.

10. The financial performance and financial position of an entity whose functional currency is the
currency of a hyperinflationary economy shall be translated into a different presentation currency
using the following procedures:

@  All amounts (i.e., assets, liabilities, net assets/equity items, revenue, and expenses,
including comparatives) shall be translated at the closing rate at the date of the most
recent statement of financial position, except that

(0  When amounts are translated into the currency of a non- hyperinflationary economy,
comparative amounts shall be those that were presented as current year amounts in the
relevant prior year financial statements (i.e., not adjusted for subsequent changes in the
price level or subsequent changes in exchange rates).

11 Whenane n t ifubctyohalkcurrencyisthecurrencyofahyperinflationary economy, the entity shall
restate its financial statements in accordance with IPSAS 10 before applying the translation
method set out in paragraph 48, except for comparative amounts that are translated into a currency
of a non-hyperinflationary economy (see paragraph 10(b)). When the economy ceases to be
hyperinflationary and the entity no longer restates its financial statements in accordance with
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IPSAS 10, it shall use as the historical costs for translation into the presentation currency the
amounts restated to the price level at the date the entity ceased restating its financial statements.

Translation of a Foreign Operation

12 Any goodwill arising on the acquisition of a foreign operation and any fair value adjustments to
the carrying amounts of assets and liabilities arising on the acquisition of that foreign operation
shall be treated as assets and liabilities of the foreign operation. Thus, they shall be expressed in
the functional currency of the foreign operation and shall be translated at the closing rate in
accordance with paragraphs 9 and 10.

Disposal or Partial Disposal of a Foreign Operation

13 On the disposal of a foreign operation, the cumulative amount of the exchange differences
relating to that foreign operation andaccumulated in a separate component of net assets/equity
shall be reclassified from net assets/equity to surplus or deficit when the gain or loss on disposal
is recognized (see SAB FRS 1, Presentation of Financial Statements).

14. On the partial disposal of a controlled entity that includes a foreign operation, the entity shall re-
attribute the proportionate share of the cumulative amount of the exchange differences
accumulated in a separate category of net assets/equity to the non-controlling interests in that
foreign operation. In any other partial disposal of a foreign operation the entity shall transfer to
accumulated surplus/deficit only the proportionate share of the cumulative amount of the
exchange differences accumulated in net assets/equity.

Disclosure

15, Inparagraphs17and19- 20 r ef erences to “functional <currenc
entity, to the functional currency of the controlling entity.

16.  The entity shall disclose:

@  Theamountofexchangedifferencesrecognizedinsurplusordeficit, except for those arising
on financial instruments measured at fair value through surplus or deficit in accordance
with IPSAS 41; and

(0 Net exchange differences classified in a separate component of net assets/equity, and a
reconciliation of the amount of such exchange differences at the beginning and end of the
period.

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

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

19, When an entity presents its financial statements in a currency that is different from its functional
currency, it shall describe the financial statements as complying with IPSASs only if they comply
with all the requirements of each applicable Standard, including the translation method set out in
paragraphs 9 and 10.

2. When an entity displays its financial statements or other financial information in a currency that
is different from either its functional currency or its presentation currency and the requirements
of paragraph 19 are not met, it shall:

@ Clearly identify the information as supplementary information, to distinguish it from the
information that complies with IPSASSs;

(© Disclose the currency in which the supplementary information is displayed; and

© Di scl os e funttienal @mency andythe method of translation used to determine the
supplementary information.
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SAB FRS 5~—BORROWING COSTS

Scope
1. This standard shall be applied in accounting for borrowing costs.

Definitions

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

Borrowing costs are interest and other expenses incurred by an entity in connection with the borrowing
of funds.

Qualifying asset is an asset that necessarily takes a substantial period of time to get ready for its
intended use or sale.

Terms defined in other IPSASs are used in this Standard with the same meaning as in those Standards,
and are reproduced in the Glossary of Defined Terms published separately.

Borrowing Costs-Benchmark Treatment
Recognition

3. Borrowing costs shall be recognized as an expense in the period in which they are incurred.

Disclosure
4. The financial statements shall disclose the accounting policy adopted for borrowing costs.

Borrowing Costs—Allowed Alternative Treatment
Recognition

5. Borrowing costs shall be recognized as an expense in the period in which they are incurred, except
to the extent that they are capitalized in accordance with paragraph 18.

6. Borrowing costs that are directly attributable to the acquisition, construction, or production of a
qualifying asset shall be capitalized as part of the cost of that asset. The amount of borrowing costs
eligible for capitalization shall be determined in accordance with this Standard.

7. Where an entity adopts the allowed alternative treatment, that treatment shall be applied
consistently to all borrowing costs that are directly attributable to the acquisition, construction, or
production of all qualifying assets of the entity.

Borrowing Costs Eligible for Capitalization

8. Tothe extent that funds are borrowed specifically for the purpose of obtaining a qualifying asset,
the amount of borrowing costs eligible for capitalization on that asset shall be determined as the
actual borrowing costs incurred on that borrowing during the period, less any investment income
on the temporary investment of those borrowings.

9. Tothe extent that funds are borrowed generally and used for the purpose of obtaining a qualifying
asset, the amount of borrowing costs eligible for capitalization shall be determined by applying
a capitalization rate to the outlays on that asset. The capitalization rate shall be the weighted
average of the borrowing costs applicable to all borrowings of the entity that are outstanding
during the period. However, an entity shall exclude from this calculation borrowing costs
applicable to borrowings made specifically for the purpose of obtaining a qualifying asset until
substantially all the activities necessary to prepare that asset for its intended use or sale are
complete. The amount of borrowing costs capitalized during a period shall not exceed the
amount of borrowing costs incurred during that period.
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Commencement of Capitalization

10. The capitalization of borrowing costs as part of the cost of a qualifying asset shall commence
when:

a. Outlays for the asset are being incurred,;
b. Borrowing costs are being incurred; and
c. Activities that are necessary to prepare the asset for its intended use or sale are in progress.

Suspension of Capitalization

11. Capitalization of borrowing costs shall be suspended during extended periods in which active
development is interrupted, and expensed.

Cessation of Capitalization

12. Capitalization of borrowing costs shall cease when substantially all the activities necessary to
prepare the qualifying asset for its intended use or sale are complete.

13. When the construction of a qualifying asset is completed in parts, and each part is capable of being
used while construction continues on other parts, capitalization of borrowing costs shall cease
when substantially all the activities necessary to prepare that part for its intended use or sale are
completed.

Disclosure
14. The financial statements shall disclose:
a. The accounting policy adopted for borrowing costs;
b. The amount of borrowing costs capitalized during the period; and

c. The capitalization rate used to determine the amount of borrowing costs eligible for
capitalization (when it was necessary to apply a capitalization rate to funds borrowed
generally).
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SAB FRS 9—REVENUE FROM EXCHANGE TRANSACTIONS

Scope

1. Anentity that prepares and presents financial statements under the accrual basis of accounting shall
apply this Standard in accounting for revenue arising from the following exchange transactions and
events:

(@ The rendering of services;
(b) The sale of goods; and
() The use by others of entity assets yielding interest, royalties, and dividends or similar
distributions.
Definitions
2. The following terms are used in this Standard with the meanings specified:

Exchange transactions are transactions in which one entity receives assets or services, or has
liabilities extinguished, and directly gives approximately equal value (primarily in the form of cash,
goods, services, or use of assets) to another entity in exchange.

Fair value is the amount for which an asset could be exchanged, or a liability settled, between
knowl edgeabl e, willing parties in an arm’' s | en

Non-exchange transactions are transactions that are not exchange transactions. In a non-exchange
transaction, an entity either receives value from another entity without directly giving
approximately equal value in exchange, or gives value to another entity without directly receiving
approximately equal value in exchange.

Terms defined in other IPSASs are used in this Standard with the same meaning as in those
Standards, and are reproduced in the Glossary of Defined Terms published separately.
Measurement of Revenue
3. Revenue shall be measured at the fair value of the consideration received or receivable.

Rendering of Services

4. When the outcome of a transaction involving the rendering of services can be estimated reliably,
revenue associated with the transaction shall be recognized by reference to the stage of completion
of the transaction at the reporting date. The outcome of a transaction can be estimated reliably when
all the following conditions are satisfied:

(@ The amount of revenue can be measured reliably;

(b) Itis probable that the economic benefits or service potential associated with the transaction
will flow to the entity;

(c) The stage of completion of the transaction at the reporting date can be measured reliably;
and

(d) The costs incurred for the transaction and the costs to complete the transaction can be
measured reliably.

5. When the outcome of the transaction involving the rendering of services cannot be estimated
reliably, revenue shall be recognized only to the extent of the expenses recognized that are
recoverable.
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Sale of Goods

6. Revenue from the sale of goods shall be recognized when all the following conditions have been
satisfied:

(@ The entity has transferred to the purchaser the significant risks and rewards of ownership
of the goods;

(b) The entity retains neither continuing managerial involvement to the degree usually
associated with ownership nor effective control over the goods sold,;

() The amount of revenue can be measured reliably;

(d) Itis probable that the economic benefits or service potential associated with the transaction
will flow to the entity; and

(e) The costs incurred or to be incurred in respect of the transaction can be measured reliably.

Interest, Royalties, and Dividends or Similar Distributions

7. Revenue arising from the use by others of entity assets yielding interest, royalties, and dividends
or similar distributions shall be recognized using the accounting treatments set out in paragraph 8
when:

(@ It is probable that the economic benefits or service potential associated with the
transaction will flow to the entity; and

(b)  The amount of the revenue can be measured reliably.
8. Revenue shall be recognized using the following accounting treatments:

(@ Interest shall be recognized on a time proportion basis that takes into account the
effective yield on the asset;

(b) Royalties shall be recognized as they are earned in accordance with the substance of the
relevant agreement; and

0 Dividends or similar di stributi oorthe
e n t irightyo’reseive paymentis established.
Disclosure
9. An entity shall disclose:

(@ The accounting policies adopted for the recognition of revenue, including the methods
adopted to determine the stage of completion of transactions involving the rendering of
services;

(b) The amount of each significant category of revenue recognized during the period,
including revenue arising from:

(i)  The rendering of services;

(i)  The sale of goods;

(i)  Interest;

(iv) Royalties; and

(v)  Dividends or similar distributions; and

() The amount of revenue arising from exchanges of goods or services included in each
significant category of revenue.

39

s hal



SAB FRS 11 —CONSTRUCTION CONTRACTS

Scope
1.

A contractor that prepares and presents financial statements under the accrual basis of accounting
shall apply this Standard in accounting for construction contracts.

Definitions

2.

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

Construction contract is a contract, or a similar binding arrangement, specifically negotiated for
the construction of an asset or a combination of assets that are closely interrelated or
interdependent in terms of their design, technology, and function or their ultimate purpose or use.

Contractor is an entity that performs construction work pursuant to a construction contract.

Cost plus or cost-based contract is a construction contract in which the contractor is reimbursed
for allowable or otherwise defined costs and, in the case of a commercially based contract, an
additional percentage of these costs or a fixed fee, if any.

Fixed price contract is a construction contract in which the contractor agrees to a fixed contract
price, or a fixed rate per unit of output, which in some cases is subject to cost escalation clauses.

Terms defined in other IPSASs are used in this Standard with the same meaning as in those
Standards, and are reproduced in the Glossary of Defined Terms published separately.

Combining and Segmenting Construction Contracts

3.

When a contract covers a number of assets, the construction of each asset shall be treated as a
separate construction contract when:

@  Separate proposals have been submitted for each asset;

(0 Each asset has been subject to separate negotiation, and the contractor and customer
have been able to accept or reject that part of the contract relating to each asset; and

©  The costs and revenues of each asset can be identified.

A group of contracts, whether with a single customer or with several customers, shall be treated
as a single construction contract when:

@ The group of contracts is negotiated as a single package;

(0 The contracts are so closely interrelated that they are, in effect, part of a single project
with an overall margin, if any; and

© The contracts are performed concurrently or in a continuous sequence.

A contract may provide for the construction of an additional asset at the option of the customer, or
may be amended to include the construction of an additional asset. The construction of the
additional asset shall be treated as a separate construction contract when:

@ The asset differs significantly in design, technology, or function from the asset or
assets covered by the original contract; or

(0 The price of the asset is negotiated without regard to the original contract price.

Contract Revenue

6.

Contract revenue shall comprise:

@ The initial amount of revenue agreed in the contract; and
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() Variations in contract work, claims, and incentive payments to the extent that:
(i)  Itis probable that they will result in revenue; and
(i)  They are capable of being reliably measured.

Contract Costs

7.

Contract costs shall comprise:

@ Costs that relate directly to the specific contract;

() Costs that are attributable to contract activity in general, and can be allocated to the
contract on a systematic and rational basis; and

© Such other costs as are specifically chargeable to the customer under the terms of the
contract.

Recognition of Contract Revenue and Expenses

8.

10.

11.

12.

When the outcome of a construction contract can be estimated reliably, contract revenue and
contract costs associated with the construction contract shall be recognized as revenue and
expenses respectively by reference to the stage of completion of the contract activity at the
reporting date. An expected deficit on a construction contract to which paragraph 44 applies shall
be recognized as an expense immediately in accordance with paragraph 13.

In the case of a fixed price contract, the outcome of a construction contract can be estimated
reliably when all the following conditions are satisfied:

@ Total contract revenue, if any, can be measured reliably;

() Itis probable that the economic benefits or service potential associated with the contract will
flow to the entity;

© Both the contract costs to complete the contract and the stage of contract completion at the
reporting date can be measured reliably; and

@ The contract costs attributable to the contract can be clearly identified and measured reliably,
so that actual contract costs incurred can be compared with prior estimates.

In the case of a cost plus or cost-based contract, the outcome of a construction contract can be
estimated reliably when all the following conditions are satisfied:

@ It is probable that the economic benefits or service potential associated with the contract
will flow to the entity; and

() The contract costs attributable to the contract, whether or not specifically reimbursable,
can be clearly identified and measured reliably.

When the outcome of a construction contract cannot be estimated reliably:

@ Revenue shall be recognized only to the extent of contract costs incurred that it is
probable will be recoverable; and

()  Contract costs shall be recognized as an expense in the period in which they are incurred.

An expected deficit on a construction contract to which paragraph 13 applies shall be recognized
as an expense immediately in accordance with paragraph 13.

When the uncertainties that prevented the outcome of the contract being estimated reliably no
longer exist, revenue and expenses associated with the construction contract shall be recognized
in accordance with paragraph 8 rather than in accordance with paragraph 11.
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Recognition of Expected Deficits

13. In respect of construction contracts in which it is intended at the inception of the contract that
contract costs are to be fully recovered from the parties to the construction contract, when it is
probable that total contract costs will exceed total contract revenue, the expected deficit shall be
recognized as an expense immediately.

Disclosure

14.  An entity shall disclose:

@  The amount of contract revenue recognized as revenue in the period,;
()  The methods used to determine the contract revenue recognized in the period; and
©  The methods used to determine the stage of completion of contracts in progress.

15.  An entity shall disclose each of the following for contracts in progress at the reporting date:

@  The aggregate amount of costs incurred and recognized surpluses (less recognized deficits)
to date;

(©  The amount of advances received; and
©  The amount of retentions.
16. An entity shall present:
@  The gross amount due from customers for contract work as an asset; and

()  The gross amount due to customers for contract work as a liability.
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SAB FRS 12—INVENTORIES

Scope

1. An entity that prepares and presents financial statements under the accrual basis of accounting
shall apply this Standard in accounting for all inventories except:

(@ Work-in-progress arising under construction contracts, including directly related service
contracts (see SAB FRS 11, Construction Contracts);

(b) Financial instruments (see IPSAS 28, Financial Instruments: Presentation and IPSAS 41,
Financial Instruments);

(c) Biological assets related to agricultural activity and agricultural produce at the point of
harvest (see IPSAS 27, Agriculture); and

(d) Work-in-progress of services to be provided for no or nominal consideration directly in
return from the recipients.

2. This Standard does not apply to the measurement of inventories held by:

(@ Producers of agricultural and forest products, agricultural produce after harvest, and minerals
and mineral products, to the extent that they are measured at net realizable value in
accordance with well-established practices in those industries. When such inventories are
measured at net realizable value, changes in that value are recognized in surplus or deficit
in the period of the change; and

(b) Commodity broker-traders who measure their inventories at fair value less costs to sell. When
such inventories are measured at fair value less costs to sell, changes in fair value less costs
to sell are recognized in surplus or deficit in the period of the change.

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

Current replacement cost is the cost the entity would incur to acquire the asset on the reporting date.

Inventories are assets:

@ In the form of materials or supplies to be consumed in the production process;
() In the form of materials or supplies to be consumed or distributed in the rendering of services;
© Held for sale or distribution in the ordinary course of operations; or

@ In the process of production for sale or distribution.

Net realizable value is the estimated selling price in the ordinary course of operations, less the
estimated costs of completion and the estimated costs necessary to make the sale, exchange, or
distribution.

Terms defined in other IPSASs are used in this Standard with the same meaning as in those Standards,
and are reproduced in the Glossary of Defined Terms published separately.
Measurement of Inventories

4. Inventories shall be measured at the lower of cost and net realizable value, except where paragraph
5 or paragraph 6 applies.

5. Where inventories are acquired through a non-exchange transaction, their cost shall be measured
at their fair value as at the date of acquisition.

6.  Inventories shall be measured at the lower of cost and current replacement cost where they are held
for:

@  Distribution at no charge or for a nominal charge; or
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(®  Consumption in the production process of goods to be distributed at no charge or for a
nominal charge.

Cost of Inventories

7.

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

Cost Formulas

8.

10.

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

When applying in paragraph 8 an entity shall use the same cost formula for all inventories having
similar nature and use to the entity. For inventories with different nature or use (for example,
certain commodities used in one segment and the same type of commodities used in another
segment), different cost formulas may be justified. A difference in geographical location of
inventories (and in the respective tax rules), by itself, is not sufficient to justify the use of different
cost formulas.

The cost of inventories, other than those dealt with in paragraph 8, shall be assigned by using the
first-in, first-out (FIFO) or weighted average cost formulas. An entity shall use the same cost
formula for all inventories having a similar nature and use to the entity. For inventories with a
different nature or use, different cost formulas may be justified.

Recognition as an Expense

11

When inventories are sold, exchanged, or distributed, the carrying amount of those inventories
shall be recognized as an expense in the period in which the related revenue is recognized. If there
is no related revenue, the expense is recognized when the goods are distributed or the related
service is rendered. The amount of any write-down of inventories and all losses of inventories shall
be recognized as an expense in the period the write-down or loss occurs. The amount of any
reversal of any write-down of inventories shall be recognized as a reduction in the amount of
inventories recognized as an expense in the period in which the reversal occurs.

Disclosure

12.  The financial statements shall disclose:

@  The accounting policies adopted in measuring inventories, including the cost formula used:;

® The total carrying amount of inventories and the carrying amount in classifications
appropriate to the entity;

©  The carrying amount of inventories carried at fair value less costs to sell;
@  The amount of inventories recognized as an expense during the period;
©® The amount of any write-down of inventories recognized as an expense in the period;

(®  The amount of any reversal of any write-down that is recognized in the statement of financial
performance in the period,;

@ The circumstances or events that led to the reversal of a write- down of inventories; and

()  The carrying amount of inventories pledged as security for liabilities.
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SAB FRS 13—LEASES

Scope

1 Anentity that prepares and presents financial statements under the accrual basis of accounting shall
apply this Standard in accounting for all leases other than:

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

(b)  Licensing agreements for such items as motion picture films, video recordings, plays,
manuscripts, patents, and copyrights.

However, this Standard shall not be applied as the basis of measurement for:

(@) Property held by lessees that is accounted for as investment property (see IPSAS 16,
Investment Property);

(b) Investment property provided by lessors under operating leases (see IPSAS 16);

(c) Biological assets within the scope of IPSAS 27, Agriculture held by lessees under finance
leases; or

(d) Biological assets within the scope of IPSAS 27 provided by lessors under operating leases.

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

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

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

Economic life is either:

(@ The period over which an asset is expected to yield economic benefits or service potential
to one or more users; or

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

A finance lease is a lease that transfers substantially all the risks and rewards incidental to ownership
of an asset. Title may or may not eventually be transferred.

Gross investment in the lease is the aggregate of:

@ The minimum lease payments receivable by the lessor under a finance lease; and

® Anyunguaranteed residual value accruing to the lessor.

Guaranteed residual value is:

(@) For a lessee, that part of the residual value that is guaranteed by the lessee or by a party
related to the lessee (the amount of the guarantee being the maximum amount that could,
in any event, become payable); and

(b) Foralessor, that part of the residual value that is guaranteed by the lessee, or by a third party
unrelated to the lessor, that is financially capable of discharging the obligations under the
guarantee.
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The inception of the lease is the earlier of the date of the lease agreement and the date of commitment
by the parties to the principal provisions of the lease. As at this date:

(@ Alease is classified as either an operating or a finance lease; and

() In the case of a finance lease, the amounts to be recognized at the commencement of the
lease term are determined.

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

The interest rate implicit in the lease is the discount rate that, at the inception of the lease, causes the
aggregate present value of:

(@ The minimum lease payments; and
(o) The unguaranteed residual value

to be equal to the sum of (i) the fair value of the leased asset, and (ii) any initial direct costs of the
lessor.

A lease is an agreement whereby the lessor conveys to the lessee, in return for a payment or series
of payments, the right to use an asset for an agreed period of time.

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

The | e s sinereniengal borrowing rate of interest is the rate of interest the lessee would have to
pay on a similar lease or, if that is not determinable, the rate that, at the inception of the lease, the
lessee would incur to borrow over a similar term, and with a similar security, the funds necessary to
purchase the asset.

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

(@) Foralessee, any amounts guaranteed by the lessee or by a party related to the lessee; or
(b) For alessor, any residual value guaranteed to the lessor by:

()  The lessee;

(ii) A party related to the lessee; or

(iii)  Anindependent third party unrelated to the lessor that is financially capable
of discharging the obligations under the guarantee.

However, if the lessee has an option to purchase the asset at a price that is expected to be sufficiently
lower than the fair value at the date the option becomes exercisable for it to be reasonably certain,
at the inception of the lease, that the option will be exercised, the minimum lease payments comprise
the minimum payments payable over the lease term to the expected date of exercise of this purchase
option and the payment required to exercise it.

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

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

(@ Upon the occurrence of some remote contingency;

(b)  With the permission of the lessor;

46



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

(d)  Upon payment by the lessee of such an additional amount that, at inception of the lease,
continuation of the lease is reasonably certain.

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

Unearned finance revenue is the difference between:

@  The gross investment in the lease; and
(0  The net investment in the lease.

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

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

Terms defined in other IPSASs are used in this Standard with the same meaning as in those
Standards, and are reproduced in the Glossary of Defined Terms published separately.

Classification of Leases

3

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

Leases in the Financial Statements of Lessees

Finance Leases

4

6.

7.

At the commencement of the lease term, lessees shall recognize assets acquired under finance leases
as assets, and the associated lease obligations as liabilities in their statements of financial position.
The assets and liabilities shall be recognized at amounts equal to the fair value of the leased property
or, if lower, the present value of the minimum lease payments, each determined at the inception
of the lease. The discount rate to be used in calculating the present value of the minimum
lease payments is the interest rate implicit in the lease, if this is practicable to determine; if
not,thel e s s e e’ s incremental borrowing rate shall be used.

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

A finance lease gives rise to a depreciation expense for depreciable assets as well as a finance
expense for each accounting period. The depreciation policy for depreciable leased assets shall be
consistent with that for depreciable assets that are owned, and the depreciation recognized shall be
calculated in accordance with SAB FRS 17, Property, Plant, and Equipment, and SAB FRS 31,
Intangible Assets, as appropriate. If there is no reasonable certainty that the lessee will obtain
ownership by the end of the lease term, the asset shall be fully depreciated over the shorter of the
lease term or its useful life.

Lessees shall disclose the following for finance leases:
(@)  For each class of assets, the net carrying amount at the reporting date;

(o) A reconciliation between the total of future minimum lease payments at the reporting
date, and their present value;
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() In addition, an entity shall disclose the total of future minimum lease payments at the
reporting date, and their present value, for each of the following periods:

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

(d) Contingent rents recognized as an expense in the period,;

(&) The total of future minimum sublease payments expected to be received under non-
cancelable subleases at the reporting date; and

(/)  Ageneral description of the | e s smaterial kasing arrangements including, but not
limited to, the following:

(i)  The basis on which contingent rent payable is determined,;

(i)  The existence and terms of renewal or purchase options and escalation clauses;
and

(iiiy  Restrictions imposed by lease arrangements, such as those concerning return of
surplus, return of capital contributions, dividends or similar distributions,
additional debt, and further leasing.

Operating Leases

8 Lease payments under an operating lease shall be recognized as an expense on a straight-line basis
over the lease term, unless another systematic basis is representative of the time patternoftheu s er ' s
benefit.

9 Lessees shall disclose the following for operating leases:

@ The total of future minimum lease payments under non-cancelable operating leases for
each of the following periods:

(i) Not later than one year;
(ii) Later than one year and not later than five years; and
(iii) Later than five years;

(b) The total of future minimum sublease payments expected to be received under non-
cancelable subleases at the reporting date;

© Lease and sublease payments recognized as an expense in the period, with separate
amounts for minimum lease payments, contingent rents, and sublease payments; and

(d) A general description of the lessee’ s s i gni f i c amertsintluiagsbutnoy ar r an
limited to, the following:

(i)  The basis on which contingent rent payments are determined;

(i) The existence and terms of renewal or purchase options and escalation
clauses; and

(iii)  Restrictions imposed by lease arrangements, such as those concerning
return of surplus, return of capital contributions, dividends or similar
distributions, additional debt, and further leasing.

Leases in the Financial Statements of Lessors
Finance Leases

10. Lessors shall recognize lease payments receivable under a finance lease as assets in their statements
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of financial position. They shall present such assets as a receivable at an amount equal to the net
investment in the lease.

Initial Recognition

n

2

14

The recognition of finance revenue shall be based on a pattern reflecting a constant periodic rate of
return on t ha@menrtiethedimancélesse. net i nve

Manufacturer or trader lessors shall recognize gains or losses on sale of assets in the period, in
accordance with the policy followed by the entity for outright sales.

If artificially low rates of interest are quoted, any gains or losses on sale of assets shall be restricted
to what would apply if a market rate of interest were charged. Costs incurred by manufacturer or
trader lessors in connection with negotiating and arranging a lease shall be recognized as an
expense when the gain or loss is recognized.

Lessors shall disclose the following for finance leases:

(@ A reconciliation between the total gross investment in the lease at the reporting
date, and the present value of minimum lease payments receivable at the
reporting date. In addition, an entity shall disclose the gross investment in the
lease and the present value of minimum lease payments receivable at the reporting
date, for each of the following periods:

(i)  Not later than one year;
(ii)  Later than one year and not later than five years; and
(iiiy  Later than five years;
(o)  Unearned finance revenue;
(¢  The unguaranteed residual values accruing to the benefit of the lessor;
(d)  The accumulated allowance for uncollectible minimum lease payments receivable;
(&)  Contingent rents recognized in the statement of financial performance; and

(/)  Adgeneral descriptionofthel e s gnateridl Isasing arrangements.

Operating Leases

15.

16.

17.

18.

19.

Lessors shall present assets subject to operating leases in their statements of financial position
according to the nature of the asset.

Lease revenue from operating leases shall be recognized as revenue ona straight-line basis over the
lease term, unless another systematic basis is more representative of the time pattern in which
benefits derived from the leased asset is diminished.

Initial direct costs incurred by lessors in negotiating and arranging an operating lease shall be added
to the carrying amount of the leased asset, and recognized as an expense over the lease term on the
same basis as the lease revenue.

The depreciation policy for depreciable leased assets shall be consistentwi t h t he | essor

depreciation policy for similar assets, and depreciation shall be calculated in accordance with
SAB FRS 17 or SAB FRS 31, as appropriate.

Lessors shall disclose the following for operating leases:

(@ The future minimum lease payments under non-cancelable operating leases in the
aggregate and for each of the following periods:

()  Not later than one year;
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2.

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

(b) Total contingent rents recognized in the statement of financial performance in the
period; and

© A gener al descri ptarrangemeatst t he | essor

Sale and Leaseback Transactions

If a sale and leaseback transaction results in a finance lease, any excess of sales proceeds over the
carrying amount shall not be immediately recognized as revenue by a seller-lessee. Instead, it shall
be deferred and amortized over the lease term.

If a sale and leaseback transaction results in an operating lease, and it is clear that the transaction is
established at fair value, any gain or loss shall be recognized immediately. If the sale price is below
fair value, any gain or loss shall be recognized immediately except that, if the loss is compensated
by future lease payments at below market price, it shall be deferred and amortized in proportion
to the lease payments over the period for which the asset is expected to be used. If the sale price is
above fair value, the excess over fair value shall be deferred and amortized over the period for which
the asset is expected to be used.

For operating leases, if the fair value at the time of a sale and leaseback transaction is less than the
carrying amount of the asset, a loss equal to the amount of the difference between the carrying
amount and fair value shall be recognized immediately.
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SAB FRS 14—EVENTS AFTER THE REPORTING DATE

Scope

1. Anentity that prepares and presents financial statements under the accrual basis of accounting shall
apply this Standard in the accounting for, and disclosure of, events after the reporting date.

Definitions

2. The following term is used in this Standard with the meaning specified:

Events after the reporting date are those events, both favorable and unfavorable, that occur
between the reporting date and the date when the financial statements are authorized for issue.
Two types of events can be identified:

(a) Those that provide evidence of conditions that existed at the reporting date (adjusting
events after the reporting date); and

(b) Those that are indicative of conditions that arose after the reporting date (non-adjusting
events after the reporting date).

Terms defined in other SAB FRSs are used in this Standard with the same meaning as in
those Standards, and are reproduced in the Glossary of Defined Terms published separately.

Recognition and Measurement
Adjusting Events after the Reporting Date

3. Anentity shall adjust the amounts recognized in its financial statements to reflect adjusting events
after the reporting date.

Non-adjusting Events after the Reporting Date

4. An entity shall not adjust the amounts recognized in its financial statements to reflect non-
adjusting events after the reporting date.

Dividends or Similar Distributions

5. Ifanentity declares dividends or similar distributions after the reporting date, the entity shall not
recognize those distributions as a liability at the reporting date.

Going Concern

6.  An entity shall not prepare its financial statements on a going concern basis if those responsible
for the preparation of the financial statements or the governing body determine after the reporting
date either (a) that there is an intention to liquidate the entity or to cease operating, or (b) that there
is no realistic alternative but to do so.

Disclosure

Disclosure of Date of Authorization for Issue

7. An entity shall disclose the date when the financial statements were authorized for issue and who
gave that authorization. If another body has the power to amend the financial statements after
issuance, the entity shall disclose that fact.

Updating Disclosure about Conditions at the Reporting Date

8.  If an entity receives information after the reporting date, but before the financial statements are
authorized for issue, about conditions that existed at the reporting date, the entity shall update
disclosures that relate to these conditions in the light of the new information.
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Disclosure of Non-adjusting Events after the Reporting Date

9. If non-adjusting events after the reporting date are material, non- disclosure could influence the
economic decisions of users taken on the basis of the financial statements. Accordingly, an entity
shall disclose the following for each material category of non-adjusting event after the reporting

date:
(@  The nature of the event; and

(o)  An estimate of its financial effect, or a statement that such an estimate cannot be
made.
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SAB FRS 17—PROPERTY, PLANT, AND EQUIPMENT

Scope

1

2.

An entity that prepares and presents financial statements under the accrual basis of accounting shall
apply this Standard in accounting for property, plant, and equipment, except:

(@ When a different accounting treatment has been adopted in accordance with another
SAB FRS; and

(b)  Inrespect of heritage assets. However, the disclosure requirements of paragraphs 23, 24,
and 25 apply to those heritage assets that are recognized.

Definitions

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

A bearer plant is a living plant that:

(@ Isused in the production or supply of agricultural produce:
(b) Is expected to bear produce for more than one period: and

(¢ Has a remote likelihood of being sold as agricultural produce, except for incidental
scrap sales.

Carrying amount (for the purpose of this Standard) is the amount at which an asset is recognized
after deducting any accumulated depreciation and accumulated impairment losses.

Class of property, plant and equipment means a grouping of assets of a similar nature or function
in an entity’s operations that is shown
statements.

Depreciable amount is the cost of an asset, or other amount substituted for cost, less its residual
value.

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

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

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

An impairment loss of a non-cash-generating asset is the amount by which the carrying amount of
an asset exceeds its recoverable service amount.

Property, plant, and equipment are tangible items that:

(@ Are held for use in the production or supply of goods or services, for rental to
others, or for administrative purposes; and

(b)  Are expected to be used during more than one reporting period.

s f ai

Recoverable amount is the higher of acash-gener at i ng asset
value in use.

Recoverable service amount is the higher of anon cash-generatinga s s e t
and its value in use.
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The residual value of an asset is the estimated amount that an entity would currently obtain from the
disposal of the asset, after deducting the estimated costs of disposal, if the asset were already of age and
in the condition expected at the end of its useful life.

Useful life is:

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

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

Terms defined in other IPSASs are used in this Standard with the same meaning as in those Standards,
and are reproduced in the Glossary of Defined Terms published separately.

Recognition

3. Thecost of an item of property, plant, and equipment shall be recognized as an asset if, and only if:
(@) It is probable that future economic benefits or service potential associated with the
item will flow to the entity; and

(b) The cost or fair value of the item can be measured reliably?.

Measurement at Recognition

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

5. Where an asset is acquired through a non-exchange transaction, its cost shall be measured at its
fair value as at the date of acquisition.

Measurement after Recognition

6.  An entity shall choose either the cost model in paragraph 7 or the revaluation model in paragraph
8 as its accounting policy, and shall apply that policy to an entire class of property, plant, and
equipment.

Cost Model

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

Revaluation Model

8. After recognition as an asset, an item of property, plant, and equipment whose fair value can be
measured reliably shall be carried at a revalued amount, being its fair value at the date of the
revaluation, less any subsequent accumulated depreciation, and subsequent accumulated
impairment losses. Revaluations shall be made with sufficient regularity to ensure that the carrying
amount does not differ materially from that which would be determined using fair value at the
reporting date. The accounting treatment for revaluations is set out in paragraphs 10-12.

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

10.  If the carrying amount of a class of assets is increased as a result of a revaluation, the increase shall
be credited directly to revaluation surplus. However, the increase shall be recognized in surplus or
deficit to the extent that it reverses a revaluation decrease of the same class of assets previously
recognized in surplus or deficit.

11.  If the carrying amount of a class of assets is decreased as a result of a revaluation, the decrease
shall be recognized in surplus or deficit.
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However, the decrease shall be debited directly to revaluation surplus to the extent of any credit
balance existing in the revaluation surplus in respect of that class of assets.

12. Revaluation increases and decreases relating to individual assets within a class of property, plant,
and equipment must be offset against one another within that class but must not be offset in respect
of assets in different classes.

Depreciation

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

14. The depreciation charge for each period shall be recognized in surplus or deficit, unless it is
included in the carrying amount of another asset.

Depreciable Amount and Depreciation Period

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

16. The residual value and the useful life of an asset shall be reviewed at least at each annual reporting
date and, if expectations differ from previous estimates, the change(s) shall be accounted for as a
change in an accounting estimate in accordance with SAB FRS 3, Accounting Policies,
Changes in Accounting Estimates and Errors.

Depreciation Method

7 The depreciati on hpeetttheordn sihm | vh iresdfointeberefitssos s et ' s
service potential is expected to be consumed by the entity.

18. The depreciation method applied to an asset shall be reviewed at least at each annual reporting date
and, if there has been a significant change in the expected pattern of the consumption of the future
economic benefits or service potential embodied in the asset, the method shall be changed to
reflect the changed pattern. Such a change shall be accounted for as a change in an accounting
estimate in accordance with SAB FRS 3.

Compensation for Impairment

19. Compensation from third parties for items of property, plant, and equipment that were impaired,
lost, or given up shall be included in surplus or deficit when the compensation becomes receivable.

Derecognition
20. The carrying amount of an item of property, plant, and equipmentshall be derecognized:
(@  On disposal; or

(b)  When no future economic benefits or service potential is expected from its use or
disposal.

21.  The gain or loss arising from the derecognition of an item of property, plant, and equipment shall
be included in surplus or deficit when the item is derecognized (unless SAB FRS 13
requires otherwise on a sale and leaseback).

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

Disclosure

23.  The financial statements shall disclose, for each class of property, plant, and equipment recognized
in the financial statements:
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@)
(b)
©
©

©)

The measurement bases used for determining the gross carrying amount;
The depreciation methods used;
The useful lives or the depreciation rates used,;

The gross carrying amount and the accumulated depreciation (aggregated with
accumulated impairment losses) at the beginning and end of the period; and

A reconciliation of the carrying amount at the beginning and end of the period showing:

() Additions;
(ii)  Disposals;

(iii)  Acquisitions through public sector combinations;
(iv) Increases or decreases resulting from revaluations under paragraphs 8, 10,
and 11 and from impairment losses (if any) recognized or reversed directly

in net assets/equity in accordance with IPSAS 21 or IPSAS 26, as
appropriate;

(v)  Impairment losses recognized in surplus or deficit in accordance with
IPSAS 21 or IPSAS 26, as appropriate;

(vi)  Impairment losses reversed in surplus or deficit in accordance with IPSAS
21 or IPSAS 26, as appropriate;
(vii) Depreciation;

(viii) The net exchange differences arising on the translation of the financial
statements from the functional currency into a different presentation
currency, including the translation of a foreign operation into the
presentation currency of the reporting entity; and

(ix)  Other changes.

24.  The financial statements shall also disclose for each class of property, plant, and equipment
recognized in the financial statements:

(@ The existence and amounts of restrictions on title, and property, plant, and
equipment pledged as securities for liabilities;

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

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

(d) If it is not disclosed separately on the face of the statement of financial
performance, the amount of compensation from third parties for items of property,
plant, and equipment that were impaired, lost or given up that is included in surplus
or deficit.

25.  If aclass of property, plant, and equipment is stated at revalued amounts, the following shall be
disclosed:

@)
(b)
©
(d)

The effective date of the revaluation;
Whether an independent valuer was involved;

The methods and significant assumptions applied in estimatingt h e a s galees; s

The extent to which the a s s it values were determined directly by reference to
observable prices in an active market
terms, or were estimated using other valuation techniques;
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(&) The revaluation surplus, indicating the change for the period and any restrictions on the
distribution of the balance to shareholders or other equity holders;

(/) The sum of all revaluation surpluses for individual items of property, plant, and
equipment within that class; and

(90 Thesum ofall revaluation deficits for individual items of property, plant, and equipment
within that class
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SAB FRS 19—PROVISIONS, CONTINGENT LIABILITIES, AND

CONTINGENT ASSETS
Scope
1 An entity that prepares and presents financial statements under the accrual basis of accounting
shall apply this Standard in accounting for provisions, contingent liabilities, and contingent
assets, except:
(@  Social benefits within the scope of IPSAS 42;
(b)  Those resulting from executory contracts, other than where the contract is onerous,
subject to other provisions of this paragraph;
(c) Insurance contracts within the scope of the relevant international or national accounting
standard dealing with insurance contracts;
(d) Those covered by another SAB FRS;
(e) Those arising in relation to income taxes or income tax equivalents; and
()  Thosearising fromemployee benefits, exceptemployee termination benefits that arise as
a result of a restructuring, as dealt with in this Standard.
2. This Standard does not apply to financial instruments (including guarantees) that are within
the scope of IPSAS 41, Financial Instruments.
Definitions

The following terms are used in this Standard with the meanings specified:
Collective services are services provided by a public sector entity simultaneously to all members of the
community that are intended to address the needs of society as a whole.

A constructive obligationi s an obl i gation that derives from an

(@ By an established pattern of past practice, published policies, or a sufficiently specific
current statement, the entity has indicated to other parties that it will accept certain
responsibilities; and

(b)  As a result, the entity has created a valid expectation on the part of those other parties
that it will discharge those responsibilities.

A contingent asset is a possible asset that arises from past events, and whose existence will be
confirmed only by the occurrence or non- occurrence of one or more uncertain future events not wholly
within the control of the entity.

A contingent liability is:

@ A possible obligation that arises from past events, and whose existence will be
confirmed only by the occurrence or non- occurrence of one or more uncertain future
events not wholly within the control of the entity; or

® A present obligation that arises from past events, but is not recognized because:

0 It is not probable that an outflow of resources embodying economic benefits or
service potential will be required to settle the obligation; or

@  The amount of the obligation cannot be measured with sufficient reliability*.
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Executory contracts are contracts under which neither party has performed any of its obligations, or
both parties have partially performed their obligations to an equal extent.

Individual services are goods and services provided to individuals and/ or households by a public
sector entity that are intended to address the needs of society as a whole.

A legal obligation is an obligation that derives from:

(@ A contract (through its explicit or implicit terms);

() Legislation; or
(c) Other operation of law.

An obligating event is an event that creates a legal or constructive obligation that results in an entity
having no realistic alternative to settling that obligation.

An onerous contract is a contract for the exchange of assets or services in which the unavoidable costs
of meeting the obligations under the contract exceed the economic benefits or service potential expected
to be received under it.

A provision is a liability of uncertain timing or amount.

A restructuring is a program that is planned and controlled by management, and materially changes
either:

@ The scope of ao entity’s activities;
(b) The manner in which those activities are carried out.

Terms defined in other IPSASs are used in this Standard with the same meaning as in those Standards,
and are reproduced in the Glossary of Defined Terms published separately.

Recognition
Provisions
3. Aprovision shall be recognized when:
(@ Anentity has a present obligation (legal or constructive) as a result of a past event;

(b) It is probable that an outflow of resources embodying economic benefits or service
potential will be required to settle the obligation; and

() Arreliable estimate can be made of the amount of the obligation.

If these conditions are not met, no provision shall be recognized.

Present Obligation

In some cases it is not clear whether there is a present obligation. In these cases, a past event is deemed
to give rise to a present obligation if, taking account of all available evidence, it is more likely than
not that a present obligation exists at the reporting date.

Contingent Liabilities

4, An entity shall not recognize a contingent liability.

Contingent Assets

5. An entity shall not recognize a contingent asset.
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Measurement
Best Estimate

6. The amount recognized as a provision shall be the best estimate of the expenditure required to
settle the present obligation at the reporting date.

Risks and Uncertainties

7. The risks and uncertainties that inevitably surround many events and circumstances shall be
taken into account in reaching the best estimate of a provision.

Present Value

8. Where the effect of the time value of money is material, the amount of a provision shall be the
present value of the expenditures expected to be required to settle the obligation.

9. The discount rate (or rates) shall be a pre-tax rate (or rates) that reflect(s) current market
assessments of the time value of money and the risks specific to the liability. The discount
rate(s) shall not reflect risks for which future cash flow estimates have been adjusted.

Future Events

10. Future events that may affect the amount required to settle an obligation shall be reflected in
the amount of a provision where there is sufficient objective evidence that they will occur.

Expected Disposal of Assets

11 Gains from the expected disposal of assets shall not be taken into account in measuring a
provision.

Reimbursements

12. Where some or all of the expenditure required to settle a provision is expected to be
reimbursed by another party, the reimbursement shall be recognized when, and only when, itis
virtually certain that reimbursement will be received if the entity settles the obligation. The
reimbursement shall be treated as a separate asset. The amount recognized for the
reimbursement shall not exceed the amount of the provision.

13. In the statement of financial performance, the expense relating to a provision may be
presented net of the amount recognized for a reimbursement.
Changes in Provisions

14. Provisions shall be reviewed at each reporting date, and adjusted to reflect the current best
estimate. If it is no longer probable that an outflow of resources embodying economic
benefits or service potential will be required to settle the obligation, the provision shall be
reversed.

Use of Provisions

15. A provision shall be used only for expenditures for which the provision was originally
recognized.
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Application of the Recognition and Measurement Rules
Future Operating Net Deficits
16. Provisions shall not be recognized for net deficits from future operating activities.

Onerous Contracts

17. If an entity has a contract that is onerous, the present obligation (net of recoveries) under the
contract shall be recognized and measured as a provision.

Restructuring
18. A constructive obligation to restructure arises only when an entity:
(@ Has a detailed formal plan for the restructuring identifying atleast:
(i)  The activity/operating unit or part of an activity/operating unit concerned;
(i)  The principal locations affected:;

(i) The location, function, and approximate number of employees who will be
compensated for terminating their services;

(iv)  The expenditures that will be undertaken; and
(v)  When the plan will be implemented; and

(b) Has raised a valid expectation in those affected that it will carry out the restructuring
by starting to implement that plan or announcing its main features to those affected by
it.

Sale or Transfer of Operations

19. No obligation arises as a consequence of the sale or transfer of an operation until the
entity is committed to the sale or transfer, that is, there is a binding agreement.

Restructuring Provisions

20. A restructuring provision shall include only the direct expenditures arising from the
restructuring, which are those that are both:

(@ Necessarily entailed by the restructuring; and

(b)  Not associated with the ongoing activities of the entity.

Disclosure
21. For each class of provision, an entity shall disclose:
(@ The carrying amount at the beginning and end of the period,;

(b) Additional provisions made in the period, including increases to existing
provisions;

(c)  Amountsused (thatis, incurred and charged against the provision) during the period,;
(d)  Unused amounts reversed during the period; and

() The increase during the period in the discounted amount arising from the passage
of time and the effect of any change in the discount rate.

Comparative information is not required.
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22.

23.

24,

25.

26.

An entity shall disclose the following for each class of provision:

(@)  Abrief description of the nature of the obligation and the expected timing of any resulting
outflows of economic benefits or service potential,

(b)  An indication of the uncertainties about the amount or timing of those outflows. Where
necessary to provide adequate information, an entity shall disclose the major assumptions
made concerning future events, as addressed in paragraph 10; and

(c) The amount of any expected reimbursement, stating the amount of any asset that has been
recognized for that expected reimbursement.

Unless the possibility of any outflow in settlement is remote, an entity shall disclose, for each
class of contingent liability at the reporting date, a brief description of the nature of the contingent
liability and, where practicable:

(@) An estimate of its financial effect, measured under paragraphs 6— 11,
(b)  Anindication of the uncertainties relating to the amount or timing of any outflow; and

()  The possibility of any reimbursement.

Where an inflow of economic benefits or service potential is probable, an entity shall disclose a
brief description of the nature of the contingent assets at the reporting date, and, where practicable,
an estimate of their financial effect, measured using the principles set out for provisions in
paragraphs 6-11.

Where any of the information required by paragraphs 23 and 24 is not disclosed because it is not
practicable to do so, that fact shall be stated.

In extremely rare cases, disclosure of some or all of the information required by paragraphs 21-25
can be expected to prejudice seriously the position of the entity in a dispute with other parties on
the subject matter of the provision, contingent liability or contingent asset. In such cases, an entity
need not disclose the information, but shall disclose the general nature of the dispute, together with
the fact that, and reason why, the information has not been disclosed.
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SAB FRS 20—RELATED PARTY DISCLOSURES

Scope

1 An entity that prepares and presents financial statements under the accrual basis of accounting
shall apply this Standard in disclosing information about related party relationships and certain
transactions with related parties.

Definitions
2. The following terms are used in this Standard with the meanings specified:
Close members of the family of an individual are close relatives of the individual or members of the

individu al > s | mme di a beexpdctad toinflugncewitbeinfleerced by, that individual in
their dealings with the entity.

Key management personnel are:

(@  All directors or members of the governing body of the entity; and

(b)  Other persons having the authority and responsibility for planning, directing, and controlling
the activities of the reporting entity. Where they meet this requirement, key management
personnel include:

@ Where there is a member of the governing body of a whole-of-government entity
who has the authority and responsibility for planning, directing, and controlling the
activities of the reporting entity, that member;

@ Any key advisors of that member; and

@) Unless already included in (a), the senior management group of the reporting
entity, including the chief executive or permanent head of the reporting entity.

Oversight means the supervision of the activities of an entity, with the authority and responsibility to
control, or exercise significant influence over, the financial and operating decisions of the entity.

Related party means parties are considered to be related if one party has the ability to (a) control the
other party, or (b) exercise significant influence over the other party in making financial and operating
decisions, or if the related party entity and another entity are subject to common control. Related parties
include:

@  Entities that directly, or indirectly through one or more intermediaries, control, or are
controlled by, the reporting entity;

(0  Associates (see IPSAS 36, Investments in Associates and Joint Ventures);

© Individuals owning, directly or indirectly, an interest in the reporting entity that gives them
significant influence over the entity, and close members of the family of any such
individual;

@  Key management personnel, and close members of the family of key management
personnel; and

©  Entities in which a substantial ownership interest is held, directly or indirectly, by any
person described in (c) or (d), or over which such a person is able to exercise significant
influence.
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Related party transaction is a transfer of resources or obligations between related parties, regardless of
whether a price is charged. Related party transactions exclude transactions with any other entity that is
a related party solely because of its economic dependence on the reporting entity or the government of
which it forms part.

Remuneration of key management personnel is any consideration or benefit derived directly or indirectly
by key management personnel from the reporting entity for services provided in their capacity as
members of the governing body, or otherwise as employees of the reporting entity.

Significant influence (for the purpose of this Standard) is the power to participate in the financial and
operating policy decisions of an entity, but not control those policies. Significant influence may be
exercised in several ways, usually by representation on the board of directors or equivalent governing
body but also by, for example, participation in (a) the policy making process, (b) material transactions
between entities within an economic entity, (c) interchange of managerial personnel, or (d) dependence
on technical information. Significant influence may be gained by an ownership interest, statute, or
agreement. With regard to an ownership interest, significant influence is presumed in accordance with
the definition contained in IPSAS 36.

Terms defined in other SAB FRSs are used in this Standard with the same meaning as in those
Standards, and are reproduced in the Glossary of Defined Terms published separately.

Disclosure
Disclosure of Control

3 Related party relationships where control exists shall be disclosed, irrespective of whether there
have been transactions between the related parties.

Disclosure of Related Party Transactions

4. In respect of transactions between related parties, other than transactions that would occur within a
normal supplier or client/recipient relationship on terms and conditions no more or less favorable
than those which it is reasonable to expect the entity would have adopted if dealing with that
i ndividual or entity at arm’s | engt Mkisclose

(@  The nature of the related party relationships;
(b)  The types of transactions that have occurred; and
(c) The elements of the transactions necessary to clarify the significance of these
transactions to its operations and sufficient to enable the financial statements to provide
relevant and faithfully representative information for decision making and accountability
purposes.
5. Items of a similar nature may be disclosed in aggregate, except when separate disclosure is
necessary to provide relevant and faithfully representative information for decision-making and
accountability purposes.

Disclosure—Key Management Personnel
6. An entity shall disclose:

(@ The aggregate remuneration of key management personnel and the number of individuals,
determined on a full-time equivalent basis, receiving remuneration within this category,
showing separately major classes of key management personnel and including a description
of each class;

(b) The total amount of all other remuneration and compensation provided to key management
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personnel, and close members of the family of key management personnel, by the reporting
entity during the reporting period, showing separately the aggregate amounts provided to:

0)
0)

Key management personnel; and

Close members of the family of key management personnel; and

(c) personnel and loans whose availability is not widely known by members of the public, for
each individual member of key management personnel and each close member of the family
of key management personnel:

0]

()
(i)
)

The amount of loans advanced during the period and terms and conditions
thereof;

The amount of loans repaid during the period;
The amount of the closing balance of all loans and receivables; and

Where the individual is not a director or member of the governing body or senior
management group of the entity, the relationship of the individual to such body
or group.
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SAB FRS 23—REVENUE FROM NON-EXCHANGE TRANSACTIONS (TAXES
AND TRANSFERS)

Scope

1. Anentitythat preparesand presents financial statements under the accrual basis of accounting shall apply
this Standard in accounting for revenue from non-exchange transactions. This Standard does not apply
to:

@  Apublicsector combination that is a non-exchange transaction; and

® Contributions to social benefit schemes that are accounted for in accordance with paragraphs
26— 31 of IPSAS 425ocial Benefits (the insurance approach).

Definitions
2. The following terms are used in this Standard with the meanings specified:
Conditions on transferred assets are stipulations that specify that the future economic benefits or service

potential embodied in the asset is required to be consumed by the recipient as specified or future
economic benefits or service potential must be returned to the transferor.

Control of an asset arises when the entity can use or otherwise benefit from the asset in pursuit of its
objectives, and can exclude or otherwise regulate the access of others to that benefit.

Expenses paid through the tax system are amounts that are available to beneficiaries regardless of
whether or not they pay taxes.

Fines are economic benefits or service potential received or receivable by public sector entities, as
determined by a court or other law enforcement body, as a consequence of the breach of laws or
regulations.

Restrictions on transferred assets are stipulations that limit or direct the purposes for which a transferred
asset may be used, but do not specify that future economic benefits or service potential is required to
be returned to the transferor if not deployed as specified.

Stipulations on transferred assets are terms in laws or regulation, or a binding arrangement, imposed
upon the use of a transferred asset by entities external to the reporting entity.

Tax expenditures are preferential provisions of the tax law that provide certain taxpayers with
concessions that are not available to others.

The taxable event is the event that the government, legislature, or other authority has determined will
be subject to taxation.

Taxes are economic benefits or service potential compulsorily paid or payable to public sector entities,
in accordance with laws and/or regulations, established to provide revenue to the government. Taxes do
not include fines or other penalties imposed for breaches of the law.

Transfers are inflows of future economic benefits or service potential from non-exchange transactions,
other than taxes.

Terms defined in other IPSASSs are used in this Standard with the same meaning as in those Standards,
and are reproduced in the Glossary of Defined Terms published separately.
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Recognition of Assets

3. An inflow of resources from a non-exchange transaction, other than services in-kind, that meets
the definition of an asset shall be recognized as an asset when, and only when:

@ Itis probable that the future economic benefits or service potential associated with the
asset will flow to the entity; and

®  The fair value of the asset can be measured reliably.*

Measurement of Assets on Initial Recognition

4, An asset acquired through a non-exchange transaction shall initially be measured at its fair value
as at the date of acquisition.

Recognition of Revenue from Non-Exchange Transactions

5. Aninflow of resources from a non-exchange transaction recognized as an asset shall be recognized
as revenue, except to the extent that a liability is also recognized in respect of the same inflow.

6. As an entity satisfies a present obligation recognized as a liability in respect of an inflow of
resources from a non-exchange transaction recognized as an asset, it shall reduce the carrying
amount of the liability recognized and recognize an amount of revenue equal to that reduction.

Measurement of Revenue from Non-Exchange Transactions

7. Revenue from non-exchange transactions shall be measured at the amount of the increase in net
assets recognized by the entity.

Present Obligations Recognized as Liabilities

8. A present obligation arising from a non-exchange transaction that meets the definition of a
liability shall be recognized as a liability when, and only when:

@ It is probable that an outflow of resources embodying future economic benefits or
service potential will be required to settle the obligation; and

®  Areliable estimate can be made of the amount of the obligation.

Conditions on a Transferred Asset

9. Conditions on a transferred asset give rise to a present obligation on initial recognition that will be
recognized in accordance with paragraph 8.

Measurement of Liabilities on Initial Recognition

10.  The amount recognized as a liability shall be the best estimate of the amount required to settle
the present obligation at the reporting date.

Taxes

11.  Anentity shall recognize an asset in respect of taxes when the taxable event occurs and the asset
recognition criteria are met.

TTnformation that Is reliable Is free from material error and bias, and can be depended on by USETS to Taithiully represent that which
it purports to represent or could reasonably be expected to represent. Paragraph BC16 of SAB FRS 1 discusses the transitional

approach to the explanation of reliability.
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Expenses Paid Through the Tax System and Tax Expenditures

12.  Taxation revenue shall be determined at a gross amount. It shall not be reduced for expenses paid
through the tax system.

13.  Taxation revenue shall not be grossed up for the amount of tax expenditures.
Transfers

14.  Subject to paragraph 15, an entity shall recognize an asset in respect of transfers when the
transferred resources meet the definition of an asset and satisfy the criteria for recognition as an
asset.

Services In-kind

15.  An entity may, but is not required to, recognize services in-kind as revenue and as an asset.

Disclosures

16.  An entity shall disclose either on the face of, or in the notes to, the general purpose financial
statements:

@  The amount of revenue from non-exchange transactions recognized during the period by
major classes showing separately:

(i) Taxes, showing separately major classes of taxes; and
(i) Transfers, showing separately major classes of transfer revenue.
® The amount of receivables recognized in respect of non-exchange revenue;
© Theamount of liabilities recognized in respect of transferred assets subject to conditions;

(cA) The amount of liabilities recognized in respect of concessionary loans that are subject to
conditions on transferred assets;

@  The amount of assets recognized that are subject to restrictions and the nature of those
restrictions;

©® The existence and amounts of any advance receipts in respect of non-exchange
transactions; and

(®  The amount of any liabilities forgiven.
17.  An entity shall disclose in the notes to the general purpose financial statements:

@  The accounting policies adopted for the recognition of revenue from non-exchange
transactions;

©®  For major classes of revenue from non-exchange transactions, the basis on which the fair
value of inflowing resources was measured;

©  For major classes of taxation revenue that the entity cannot measure reliably during the
period in which the taxable event occurs, information about the nature of the tax; and

@  The nature and type of major classes of bequests, gifts, and donations, showing separately
major classes of goods in-kind received.
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SAB FRS 24—PRESENTATION OF BUDGET INFORMATION IN FINANCIAL STATEMENTS

Scope

1 Anentity that prepares and presents financial statements under the accrual basis of accounting shall
apply this Standard.

2. This Standard applies to public sector entities which are required or elect to make their approved
budget(s) publicly available.

Definitions

3. The following terms are used in this Standard with the meanings specified:
Accounting basis means the accrual or cash basis of accounting as defined in the accrual basis IPSAS,
SAB FRS and the Cash Basis IPSAS.

Annual budget means an approved budget for one year. It does not include published forward estimates
or projections for periods beyond the budget period.

Appropriation is an authorization granted by a legislative body to allocate funds for purposes specified
by the legislature or similar authority.

Approved budget means the expenditure authority derived from laws, appropriation bills, government
ordinances, and other decisions related to the anticipated revenue or receipts for the budgetary period.

Budgetary basis means the accrual, cash, or other basis of accounting adopted in the budget that has
been approved by the legislative body.

Comparable basis means the actual amounts presented on the same accounting basis, same
classification basis, for the same entities, and for the same period as the approved budget.

Final budget is the original budget, adjusted for all reserves, carry-over amounts, transfers, allocations,
supplemental appropriations, and other authorized legislative or similar authority changes applicable
to the budget period.

Multi-year budget is an approved budget for more than one year. It does not include published forward
estimates or projections for periods beyond the budget period.

Original budget is the initial approved budget for the budget period.

Terms defined in other IPSASs are used in this Standard with the same meaning as in those Standards,
and are reproduced in the Glossary of Defined Terms published separately.

Presentation of a Comparison of Budget and Actual Amounts

4 Subject to the requirements of paragraph 5, an entity shall present a comparison of the budget
amounts for which it is held publicly accountable and actual amounts, either as a separate
additional financial statement or as additional budget columns in the financial statements
currently presented in accordance with IPSASs. The comparison of budget and actual amounts
shall present separately for each level of legislative oversight:

(@  The original and final budget amounts;
(b)  The actual amounts on a comparable basis; and

(c) By way of note disclosure, an explanation of material differences between the
budget for which the entity is held publicly accountable and actual amounts, unless
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such explanation is included in other public documents issued in conjunction with
the financial statements, and a cross reference to those documents is made in the
notes.

Presentation and Disclosure

5 An entity shall present a comparison of budget and actual amounts as additional budget columns in
the financial statements only where the financial statements and the budget are prepared on a
comparable basis.

Changes from Original to Final Budget

6.  An entity shall present an explanation of whether changes between the original and final budget
are a consequence of reallocations within the budget, or of other factors:

(@ By way of note disclosure in the financial statements; or

(b) Inareportissued before, at the same time as, or in conjunction with, the financial statements,
and shall include a cross reference to the report in the notes to the financial statements.

Comparable Basis

7. All comparisons of budget and actual amounts shall be presented on a comparable basis to
the budget.

Note Disclosures of Budgetary Basis, Period and Scope

8 An entity shall explain in notes to the financial statements the budgetary basis and classification
basis adopted in the approved budget.

9. An entity shall disclose in notes to the financial statements the period of the approved budget.

10. An entity shall identify in notes to the financial statements the entities included in the approved
budget.

Reconciliation of Actual Amounts on a Comparable Basis and Actual Amounts in the
Financial Statements

11. The actual amounts presented on a comparable basis to the budget in accordance with paragraph 7
shall, where the financial statements and the budget are not prepared on a comparable basis, be
reconciled to the following actual amounts presented in the financial statements, identifying
separately any basis, timing, and entity differences:

(@ If the accrual basis is adopted for the budget, total revenues, total expenses, and net
cash flows from operating activities, investing activities, and financing activities; or

(b) If a basis other than the accrual basis is adopted for the budget, net cash flows from
operating activities, investing activities, and financing activities.

The reconciliation shall be disclosed on the face of the statement of comparison of budget
and actual amounts, or in the notes to the financial statements.

12. The disclosure of comparative information in respect of the previous period in accordance with the
requirements of this Standard is not required.

13. A Statemenbf Budgetvs Actual (cashbasis)shouldbe preparedollowing SAB FRS24 in theformatshowr
in appendix3-4 of chapter, level 3 forms.
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Scope

SAB FRS 31 —INTANGIBLE ASSETS

An entity that prepares and presents financial statements under the accrual basis of accounting
shall apply this Standard in accounting for intangible assets.

2. This Standard shall be applied in accounting for intangible assets, except:

@ Intangible assets that are within the scope of another Standard;

(b) Financial assets, as defined in IPSAS 28, Financial Instruments: Presentation;

) The recognition and measurement of exploration and evaluation assets (see the relevant
international or national accounting standard dealing with exploration for, and evaluation of,
mineral resources);

(d) Expenditure on the development and extraction of minerals, oil, natural gas and similar
non-regenerative resources;

(e) Powers and rights conferred by legislation, a constitution, or by equivalent means;

0 Deferred tax assets (see the relevant international or nationalaccounting standard dealing
with income taxes);

(o)) Deferred acquisition costs, and intangible assets, arising from an i n s u corgractuakrights
under insurance contracts within the scope of the relevant international or national accounting
standarddealing with insurance contracts. In cases where the relevantinternational or national
accounting standard does not set out specific disclosure requirements for those intangible
assets, the disclosure requirements in this Standard apply to those intangibleassets; and

(h) In respect of intangible heritage assets. However, the disclosure requirements of paragraphs
31— 34 applyo those heritage assetsthat are recognized.

Definitions

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

Amortization is the systematic allocation of the depreciable amount of anintangible asset over its useful

life.

Carrying amount is the amount at which an asset is recognized after deducting any accumulated

amortization and accumulated impairment losses.

Development is the application of research findings or other knowledge to a plan or design for the
production of new or substantially improved materials, devices, products, processes, systems or
services before the start of commercial production or use.

An intangible asset is an identifiable nonmonetary asset without physical substance.

Research is original and planned investigation undertaken withthe prospect of gaining new scientific
or technical knowledge and understanding.

Terms defined in other SAB FRSs are used in this Standard with the samemeaning as in those
Standards, and are reproduced in the Glossary of Defined Terms published separately.
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Intangible Assets
Identifiability
4. An asset is identifiable if it either:

(a) Is separable, i.e., is capable of being separated or divided from theentity and sold,
transferred, licensed, rented, or exchanged, eitherindividually or together with a related
contract, identifiable asset or liability, regardless of whether the entity intends to do so; or

(b)  Arises from binding arrangements (including rights from contracts or other legal rights),
regardless of whether those rightsare transferable or separable from the entity or from
other rightsand obligations.

Recognition and Measurement
5. Anintangible asset shall be recognized if, and only if:

(a) It is probable that the expected future economic benefits or service potential that are
attributable to the asset will flow to the entity; and

(b) The cost or fair value of the asset can be measured reliably®.

6.  An entity shall assess the probability of expected future economic benefits or service potential using

reasonable and supportable assumptions thatr e pr esent management ' s

economic conditions that will exist over the useful life of the asset.

7. An intangible asset shall be measured initially at cost. Where an intangible asset is acquired
through a non-exchange transaction, its initial cost at the date of acquisition, shall be measured at
its fair value as at that date.

Separate Acquisition
Subsequent Expenditure on an Acquired In-process Research and DevelopmentProject
8. Research or development expenditure that:

(@) Relates to an in-process research or development project acquiredseparately or in an
acquisition and recognized as an intangible asset; and

(b) Is incurred after the acquisition of that project;
shall be accounted for in accordance with paragraphs 10-11.
Internally Generated Goodwill
9. Internally generated goodwill shall not be recognized as an asset.

Internally Generated Intangible Assets
Research Phase

10. No intangible asset arising from research (or from the research phaseof an internal project)
shall be recognized. Expenditure on research (or on the research phase of an internal project)
shall be recognized as an expense when it is incurred.

! Information that is reliable is free from material error and bias, and can be depended on by users to faithfully represent that which it
purports to represent or could reasonably be expected to represent. Paragraph BC16 of SAB FRS 1 discusses the transitional
approach to the explanation of reliability.
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Development Phase

11.  An intangible asset arising from development (or from the developmentphase of an internal
project) shall be recognized if, and only if, an entitycan demonstrate all of the following:

(a) The technical feasibility of completing the intangible asset so that it will be available
for use or sale;

(b) Its intention to complete the intangible asset and use or sell it;

(c) lts ability to use or sell the intangible asset;

(d) How the intangible asset will generate probable future economic benefits or service
potential. Among other things, the entity can demonstrate the existence of a market
for the output of the intangible asset or the intangible asset itself or, if it is to be used
internally, the usefulness of the intangible asset;

(e) The availability of adequate technical, financial and other resources to complete the
development and to use or sell the intangible asset;and

(f) Its ability to measure reliably the expenditure attributable to the intangible asset during
its development.

12. Internally generated brands, mastheads, publishing titles, lists of users of a service, and items

similar in substance shall not be recognized as intangible assets.

Recognition of an Expense

13. Expenditure on an intangible item shall be recognized as an expense when it is incurred
unless:
(a) It forms part of the cost of an intangible asset that meets the recognition criteria (see

(b)

paragraphs 5— 12); or

The item is acquired in an acquisition and cannot be recognized asan intangible asset. If
this is the case, it forms part of the amount recognized as goodwill at the acquisition
date (see IPSAS 40).

Past Expenses not to be Recognized as an Asset

14, Expenditure on an intangible item that was initially recognized as an expense under this
Standard shall not be recognized as part of the cost ofan intangible asset at a later date.

Subsequent Measurement

15. An entity shall choose either the cost model in paragraph 16 or the revaluation model in
paragraph 17 as its accounting policy. If an intangible asset is accounted for using the
revaluation model, all the other assets in its class shall also be accounted for using the same
model,unless there is no active market for those assets.

Cost Model

16.  After initial recognition, an intangible asset shall be carried at its cost less any accumulated
amortization and any accumulated impairment losses.
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Revaluation Model

17.

18.

19.

20.

After initial recognition, an intangible asset shall be carried at a revalued amount, being its fair
value at the date of the revaluation less any subsequent accumulated amortization and
subsequent accumulatedimpairment losses. For the purpose of revaluations under this Standard,
fair value shall be determined by reference to an active market. Revaluations shall be made with
such regularity that at the reporting date the carrying amount of the asset does not differ
materially from itsfair value.

If an intangible asset in a class of revalued intangible assets cannot be revalued because there
is no active market for this asset, the asset shall be carried at its cost less any accumulated
amortization and impairment losses.

If the fair value of a revalued intangible asset can no longer be determinedby reference to an
active market, the carrying amount of the asset shall be its revalued amount at the date of
the last revaluation by referenceto the active market less any subsequent accumulated
amortization andany subsequent accumulated impairment losses.

I f an intangi bl e asset’' s ¢ a revalgation, the irerease
shall be credited directly to revaluation surplus.

However, the increase shall be recognized in surplus or deficit to the extent that it reverses a
revaluation decrease of the same asset previouslyrecognized in surplus or deficit.

21.

If an intangible a s s earrying amount is decreased as a result ofa revaluation, the
decrease shall be recognized in surplus or deficit. However, the decrease shall be recognized
directly in net assets/equity tothe extent of any credit balance in the revaluation surplus in
respect of that asset. The decrease recognized directly in net assets/equity reduces the amount
accumulated in net assets/equity under the heading of revaluation surplus.

Useful Life

22,

23.

An entity shall assess whether the useful life of an intangible asset is finite or indefinite and,
if finite, the length of, or number of production or similar units constituting, that useful life.
An intangible asset shall beregarded by the entity as having an indefinite useful life when,
based onan analysis of all of the relevant factors, there is no foreseeable limit to the per