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545 Fifth Avenue, 14th Floor Tel: (212) 286-9344

New York, New York 10017 Fax: (212) 286-9570

Internet: http:/ /www.ifac.org

Date: February 15, 2011

Memo to: Members of the IPSASB
From: Annette Davis

Subject: Improvements to IPSASs 2011

Objective of this Session

. To review and approve the proposed improvements to existing IPSASs.

Agenda Material

4.1 Proposed Improvements to IPSASs 2011

4.2 Exposure Draft (ED) 45, Improvements to IPSASs 2011
4.3 Improvements to IFRSs (issued in May 2010 by the IASB)

Introduction

1. This Agenda Item sets out the proposed amendments to be included in the
Exposure Draft (ED) 45, Improvements to IPSASs 2011. The ED has three parts,
as follows:

e Part I: Deletion of Introduction (affects all IPSASs except for IPSAS 2, 5,
9,10, 11, 15, 18, 19, 20 and 21).

e Part Il: Insertion of Objective Paragraph (affects IPSASs 6, 7, 8 and 10).
e Part Ill: General Improvements (affects IPSASs 16, 17 and 21).

The IASB’s Improvements to IFRSs issued May 2010

2. In its 2010 Improvements project, the IPSASB proposed improvements to IPSASs
drawn from the 1ASB document, Improvements to IFRSs issued in April 2009.
Table 1 below sets out the amendments from the IASB document, Improvements
to IFRSs issued in May 2010. The reasons for not proposing to amend the
relevant IPSAS are set out in the right-hand column of Table 1.

Table 1: List of Amendments from the IASB’s May 2010 Improvements Project

IFRS Subject of Amendment Relationship with IPSASs/ED

IFRS 1 First-time e Accounting policy changes in | No equivalent IPSAS. A potential IPSASB
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Adoption of
International
Financial Reporting
Standards

the year of adoption.

e Revaluation basis as deemed
cost.

e Use of deemed cost for
operations subject to rate
regulation.

project to be considered at this meeting.
See Agenda Item 6.

IFRS 3 Business
Combinations

e Transition requirements for
contingent consideration from
a business combination that
occurred before the effective
date of the revised IFRS.

e Measurement of non-
controlling interests.

e Unreplaced and voluntarily
replaced share-based payment
awards.

No equivalent IPSAS. The IPSASB has a

current project on entity combinations and
this amendment will be considered in that
project.

IFRS 7 Financial
Instruments:
Disclosures

Clarification of disclosures.

This amendment will be considered in the
Financial Instruments amendments project
when this is initiated.

IAS 1 Presentation

Clarification of statement of

IPSAS 1, Presentation of Financial

Consolidated and
Separate Financial
Statements

amendments arising as a result of
the amendment to 1AS 27 issued
in January 2008.

of Financial changes in equity. Statements, is based on the December 2003

Statements version of IAS 1 and does not include the
notion of “comprehensive income”, so this
amendment is not currently relevant.

IAS 27 Transition requirements for IPSAS 6, Consolidated and Separate

Financial Statements is based on the
December 2003 version of IAS 27 and the
revised version of 1AS 27 issued in January
2008 has not yet been considered by the
IPSASB. The amendments in
Improvements to IFRSs issued in May 2010
relate directly to the amendments made in
January 2008 and therefore these
improvements are not currently relevant.
Note that the IPSASB will be considering a
draft Project Brief to update IPSAS 6 at its
June 2011 meeting.

IAS 34 Interim
Financial
Statements

Significant events and
transactions.

No equivalent IPSAS. The IPSASB has not
considered the applicability of IAS 34 to
public sector entities, so this amendment is
not currently relevant.

IFRIC 13 Customer
Loyalty
Programmes

Fair value of award credits.

IFRIC 13 primarily relates to 1AS 18,
Revenue. While IPSAS 9, Revenue from
Exchange Transactions is primarily drawn
from 1AS 18, customer loyalty programs are
not relevant, or of minimal relevance in the
public sector and the IPSASB has no
current plans to address the issue. Note that
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is expected to be issued in Q2, 2011.

the IASB is in the process of finalizing a
new standard on revenue recognition which

3. The 1IASB made amendments to seven standards. However, for the reasons
outlined in Table 1 above, it is not appropriate to propose amendments to IPSASs
based on the IASB’s May 2010 amendments.

Part I: Proposed Deletion of the Introduction Section of IPSASs

4. The IPSASB, at its June 2010 meeting, agreed to propose deletion of the
Introduction section of each IPSAS that has one (21 of the 31 IPSASS) in its 2011
Improvements project. Agenda Paper 4.1 sets out the reasons why the IPSASB
made this decision. Agenda Paper 4.2 is the draft ED and it includes the text of
the Introductions so that it is clear as to what text is being proposed for deletion.

Part II: Proposed Objective Paragraphs for IPSASs 6-8 and IPSAS 10

5. Also at its June 2010 meeting, the IPSASB agreed to propose objective
paragraphs for those IPSASs which do not currently include an objective
paragraph. Agenda Paper 4.1 sets out proposed text for inclusion in the draft ED.

Part lll: Proposed General Improvements

6. A number of potential improvements to current IPSASs were identified as part of
the preparation of a Table of Concordance for IPSAS 31 for the November 2010
meeting. Agenda Paper 4.1 sets out proposed text for inclusion in the draft ED.

Question 1:
Do you approve the publication of ED 45, Improvements to IPSASs 20117?

Proposed Exposure Period

7. Staff anticipates that the ED can be published before the end of March 2011. To
be consistent with the last two EDs on improvements, Staff considers that the
comment period should end on June 30, 2011.

Question 2:
Do you agree that the comment period for ED 45 should end on June 30, 2011?
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PROPOSED IMPROVEMENTS 2011

Purpose:

This paper presents items that could be included in the Improvements 2011 project.

Part | IPSAS Proposals for Amendment Subject of Amendment and Suggested Action

Changes Agreed Upon by the IPSASB at its June 2010 meeting

I All IPSASs | Delete Introductions in all IPSASs [The Introduction is non-authoritative guidance. The current suite of IPSASs does not

with an which have one. The IPSASB include an Introduction in each IPSAS. The scope and style of Introductions varies
Introduction | agreed to propose deletion of the  considerably between IPSASs. The most common approach is that the Introduction
Introduction section at its June deals with:
2010 meeting. e The rationale for issuing the IPSAS is summarized, however, the IPSASB

has a process established for determining which projects to undertake, which
documents the reasons for undertaking the project. This rationale is,
therefore, redundant. Further, the rationale for issuing the IPSAS ought to be
clear from the Objective

e The content of the Standard is summarized. It is not necessary to include a
summary and indeed, doing so may undermine the Standard itself if users do
not refer to the detailed requirements of the Standard.

o The key features of the IPSAS are described. In some cases, this duplicates
material in the Basis for Conclusions.

¢ Significant changes from previous requirements are also described. These
should be addressed, together with the rationale for such changes, in the
Basis for Conclusions.

/An Introduction will not be developed for new IPSASs.
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Part | IPSAS Proposals for Amendment Subject of Amendment and Suggested Action
I IPSAS 6 Certain IPSASs do not contain an Objective
Objective paragraph. The IPSASB | 1 The objective of this Standard is to prescribe the accounting treatment for a
agreed, at its June 2010 meeting, controlling entity in the preparation and presentation of consolidated
to develop an Objective paragraph financial statements for the entities under its control. This Standard also
for these IPSASs. prescribes the accounting requirements where a controlling entity presents
separate financial statements.
Scope
1A. An entity that prepares and presents financial statements under the
accrual basis of accounting shall apply this Standard in the preparation
and presentation of consolidated financial statements for an economic
entity.
I IPSAS 7 Certain IPSASs do not containan | Objective
Objective paragraph. The IPSASB | 1 The objective of this Standard is to prescribe the accounting treatment for an
agreed, at its June 2010 meeting, investor in accounting for investments in associates in its consolidated
to develop an Objective paragraph financial statements and separate financial statements (where prepared).
for these IPSASs. S
cope
1A. An entity that prepares and presents financial statements under the
accrual basis of accounting shall apply this Standard in accounting by an
investor for investments in associates where the investment in the
associate leads to the holding of an ownership interest in the form of a
shareholding or other formal equity structure. However, it does not
apply to investments in associates held by:
I IPSAS 8 Certain IPSASs do not containan | Objective
Objective paragraph. The IPSASB | 1. The objective of this Standard is to prescribe the accounting treatment for a
agreed, at its June 2010 meeting, venturer in accounting for interests in joint ventures in its consolidated
to develop an Objective paragraph financial statements and separate financial statements (where prepared).
for these IPSASs.
Scope
1A. An entity that prepares and presents financial statements under the
accrual basis of accounting shall apply this Standard in accounting for
interests in joint ventures and the reporting of joint venture assets,
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Part

IPSAS

Proposals for Amendment

Subject of Amendment and Suggested Action

liabilities, revenue and expenses in the financial statements of venturers
and investors, regardless of the structures or forms under which the joint
venture activities take place. However, it does not apply to venturers’
interests in jointly controlled entities held by:

IPSAS 10

Certain IPSASs do not contain an
Objective paragraph. The IPSASB
agreed, at its June 2010 meeting,
to develop an Objective paragraph
for these IPSASs.

Objective

1.

The objective of this Standard is to prescribe the accounting treatment in the
consolidated and individual financial statements of an entity in accounting
for an entity whose functional currency is the currency of a hyperinflationary
economy. The Standard also specifies the accounting treatment where the
economy ceases to be hyperinflationary.

necessary if the proposal to delete
the Introduction section in all
IPSASs currently containing one is
agreed upon.

Scope
1A. An entity that prepares and presents financial statements under the accrual
basis of accounting shall apply this Standard to the primary financial
statements, including the consolidated financial statements, of any entity
whose functional currency is the currency of a hyperinflationary economy.
Changes Arising from a Review of IPSAS 31
il IPSAS 16 The IPSASB agreed at its IN10. The Standard requires an entity to measure investment property acquired in
December 2009 meeting, to delete an asset exchange transaction at fair value unless the-transaction-tacks
references to “lacks commercial commercial-substance;-or-the fair value of neither the asset given up nor the
substance” as the equivalent asset received can be reliably measured. Previously, IPSAS 16 did not
paragraphs in IPSAS 31 have been contain requirements with regard to the accounting treatment for asset
deleted. Proposed changes to the exchange transactions (see paragraphs 36— and 38).
Introduction section will not be 36.  One or more investment properties may be acquired in exchange for a non-

monetary asset or assets, or a combination of monetary and non-monetary assets.
The following discussion refers to an exchange of one non-monetary asset for
another, but it also applies to all exchanges described in the preceding sentence.
The cost of such an investment property is measured at fair value unless {a)-the
exchange transaction-lacks-commercial-substance-or-{b)-the fair value of neither
the asset received nor the asset given up is reliably measurable. The acquired
asset is measured in this way even if an entity cannot immediately derecognize
the asset given up. If the acquired asset is not measured at fair value, its cost is
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Part | IPSAS Proposals for Amendment Subject of Amendment and Suggested Action
measured at the carrying amount of the asset given up.
37.  [Deleted]An-entity-determines-whetheran-exchange transaction-has
ial I S ich ite § I
Comparison with 1AS 40
e |AS 40 includes guidance on exchanges of assets when an exchange
transaction lacks commercial substance. IPSAS 16 does not include this
guidance.
I IPSAS 17 The IPSASB agreed at its

December 2009 meeting to delete
references to “lacks commercial
substance” as the equivalent
paragraphs in IPSAS 31 have been
deleted. Proposed changes to the
Introduction section will not be
necessary if the proposal to delete
the Introduction section in all
IPSASSs currently containing one is

IN5. In paragraph 13:
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Part | IPSAS Proposals for Amendment Subject of Amendment and Suggested Action
agreed upon. guidance:

IN9. The Standard requires an entity to measure an item of property, plant and
equipment acquired in exchange for a non-monetary asset or assets, or a
combination of monetary and non-monetary assets, at fair value unless-the
exchange-transaction-lacks-commercial-substanceror the fair value of neither
the asset given up nor the asset received can be reliably measured (see
paragraphs 38 te-and 40). Previously, IPSAS 17 divided asset exchange
transactions into exchanges between similar assets and exchanges between
dissimilar assets. The different categories of exchange were subject to
different accounting treatments. For exchange of similar assets, the cost of
the asset received was the carrying amount of the asset given up. For
exchange of dissimilar assets, the cost was the fair value of the asset given up
adjusted by the amount of any cash or cash equivalent transferred.

38.  One or more items of property, plant, and equipment may be acquired in
exchange for a non-monetary asset or assets, or a combination of monetary
and non-monetary assets. The following discussion refers simply to an
exchange of one non-monetary asset for another, but it also applies to all
exchanges described in the preceding sentence. The cost of such an item of
property, plant, and equipment is measured at fair value unless {a}-the
exchangetransactionlacks-commercial-substanceor(h)-the fair value of
neither the asset received nor the asset given up is reliably measurable. The
acquired item is measured in this way even if an entity cannot immediately
derecognize the asset given up. If the acquired item is not measured at fair
value, its cost is measured at the carrying amount of the asset given up.

39.  [DeleledArenibrdelemmineswhethoron-sehongebonsostionhas
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Part | IPSAS Proposals for Amendment Subject of Amendment and Suggested Action

Comparison with 1AS 40

e |AS 16 includes guidance on exchanges of assets when an exchange
transaction lacks commercial substance. IPSAS 17 does not include this

guidance.
Il IPSAS 17 Update this IPSAS to refer to 79.  To determine whether an item of property, plant, and equipment is impaired,
IPSAS 26 as well as IPSAS 21, an entity applies IPSAS 21 or IPSAS 26, Impairment of Cash-Generating
where appropriate. Assets, as appropriate. Fhat-Standard-explains-These Standards explain how

an entity reviews the carrying amount of its assets, how it determines the
recoverable service amount or recoverable amount of an asset, and when it
recognizes, or reverses the recognition of, an impairment loss.

81.  Impairments or losses of items of property, plant, and equipment, related
claims for or payments of compensation from third parties, and any
subsequent purchase or construction of replacement assets are separate
economic events and are accounted for separately as follows:

@ Impairments of items of property, plant, and equipment are
recognized in accordance with IPSAS 21 or IPSAS 26, as

appropriate;

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

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

(iv) Increases or decreases resulting from revaluations under
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Part | IPSAS Proposals for Amendment Subject of Amendment and Suggested Action

paragraphs 44, 54, and 55 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;

03. In accordance with IPSAS 21 and IPSAS 26, an entity discloses information
on impaired property, plant, and equipment in addition to the information
required by paragraph 88(e)(iv)—(vi).

I IPSAS 17 The last sentence in paragraph 83 83.  The gain or loss arising from the derecognition of an item of property,

needs to be deleted as its plant, and equipment shall be included in surplus or deficit when the item is
equivalent in IPSAS 31 has been derecognized (unless IPSAS 13 requires otherwise on a sale and leaseback).
deleted because the IPSASB use Solnssholnotbechssiiodos movpnne,

the term “revenue” in a broader
sense than the IASB, i.e., it
includes income and gains.

Il IPSAS 21 Paragraph 27(d) another indicator | 27.  In assessing whether there is any indication that an asset may be impaired,
of impairment needs to be included an entity shall consider, as a minimum, the following indications:

because IPSAS 26.25(e) includes
as an indicator of impairment an
asset where its useful life has been
reassessed as finite rather than
indefinite. IPSAS 21.27(d) does (d) Significant long-term changes with an adverse effect on the entity

Internal sources of information

not have this indicator because it have taken place during the period, or are expected to take place in
was added to IAS 36 in the the near future, in the extent to which, or manner in which, an asset
revision the IASB issued in March is used or is expected to be used. These changes include the asset
2004. At that stage, the IPSASB becoming idle, plans to discontinue or restructure the operation to
were in the process of finalizing which an asset belongs, e+plans to dispose of an asset before the
IPSAS 21. previously expected date and reassessing the useful life of an asset

as finite rather than indefinite;
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REQUEST FOR COMMENTS

The International Public Sector Accounting Standards Board
(IPSASB), an independent standard-setting body within the
International Federation of Accountants (IFAC), approved for
publication in March 2011 this Exposure Draft, Improvements to
IPSASs 2011.

The proposals in this Exposure Draft may be modified in light of
comments received before being issued in final form. Comments are
requested by June 30, 2011.

Respondents are asked to submit their comments electronically
through the IFAC website (www.ifac.org), using the “Submit a
Comment” link on the Exposure Drafts and Consultation Papers page.
Please note that first-time users must register to use this feature. All
comments will be considered a matter of public record and will
ultimately be posted on the IFAC website. Although IFAC prefers that
comments be submitted electronically, e-mail may be sent
to stepheniefox@ifac.org. Comments can also be faxed to the attention
of the IPASB Technical Director at +1 (416) 204-3412, or mailed to:

The Technical Director
International Public Sector Accounting Standards Board
International Federation of Accountants
277 Wellington Street West, 6th Floor
Toronto, Ontario M5V 3H2 CANADA

Copies of this Exposure Draft may be downloaded free-of-charge from
the IFAC website at www.ifac.org.

Copyright © December 2010 by the International Federation of
Accountants (IFAC). All rights reserved. Permission is granted to make
copies of this work to achieve maximum exposure and feedback
provided that each copy bears the following credit line: Copyright ©
December 2010 by the International Federation of Accountants
(IFAC). All rights reserved. Used with permission of IFAC. Permission
is granted to make copies of this work to achieve maximum exposure
and feedback.
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ED 45 IMPROVEMENTS TO IPSASs 2011

Objective

The objective of Part | of this Exposure Draft (ED) is to propose deletion of the
Introduction section for those IPSASs which have an Introduction section. Part Il of
this ED proposes to insert objective paragraphs in those IPSASs which do not
currently have an objective paragraph. Part Il of this ED proposes general
improvements to three IPSASs that relate to inconsistent references to standards,
terminology and structure resulting from IPSASB’s ongoing review of existing
IPSASs.

Request for Comments

The IPSASB would welcome comments on all the changes proposed in the Exposure
Draft. Comments are most helpful if they indicate the specific paragraph or group of
paragraphs to which they relate, contain a clear rationale and, where applicable,
provide a suggestion for alternative wording.
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IPSASs Addressed

IPSAS Subject of Amendment

Part I: Deletion of Introduction

IPSAS 1, Presentation of Financial Statements

IPSAS 3, Accounting Policies, Changes in Accounting Estimates and
Errors

IPSAS 4, The Effects of Changes in Foreign Exchange Rates

IPSAS 6, Consolidated and Separate Financial Statements

IPSAS 7, Investments in Associates

IPSAS 8, Interests in Joint Ventures

IPSAS 12, Inventories

IPSAS 13, Leases

IPSAS 14, Events After the Reporting Date

IPSAS 16, Investment Property

IPSAS 17, Property, Plant, and Equipment

IPSAS 22, Disclosure of Financial Information about the General
Government Sector

IPSAS 23, Revenue from Non-Exchange Transactions (Taxes and
Transfers)

IPSAS 24, Presentation of Budget Information in Financial Statements

IPSAS 25, Employee Benefits

IPSAS 26, Impairment of Cash-Generating Assets

IPSAS 27, Agriculture

IPSAS 28, Financial Instruments: Presentation

IPSAS 29, Financial Instruments: Recognition and Measurement

IPSAS 30, Financial Instruments: Disclosures

IPSAS 31, Intangible Assets

Part I1: Insertion of Objective Paragraph

IPSAS 6, Consolidated and Separate Financial Statements
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IPSAS Subject of Amendment

IPSAS 7, Investments in Associates

IPSAS 8, Interests in Joint Ventures

IPSAS 10, Financial Reporting in Hyperinflationary Economies

Part I11: General Improvements

IPSAS 16, Investment Property Deletion of references to “lacks
commercial substance”

IPSAS 17, Property, Plant, and Deletion of references to “lacks
Equipment commercial substance”

Update to include reference to
IPSAS 26

Deletion of reference to income

IPSAS 21, Impairment of Non- Update to include another indicator
Cash-Generating Assets of impairment
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PART I: DELETION OF INTRODUCTION

The amendments in Part | shall be applied for annual
financial statements covering periods beginning on or after
MM DD, YYYY. Earlier application is encouraged.
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Amendments to International Public Sector Accounting
Standard 1, Presentation of Financial Statements

Introduction section is deleted (deleted text is struck through).
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Amendments to International Public Sector Accounting
Standard 3, Accounting Policies, Changes in Estimates and Errors

Introduction section is deleted (deleted text is struck through).
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Amendments to International Public Sector Accounting
Standard 4, The Effects of Changes in Foreign Exchange Rates

Introduction section is deleted (deleted text is struck through).
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ED 45 IMPROVEMENTS TO IPSASs 2011

Amendments to International Public Sector Accounting
Standard 6, Consolidated and Separate Financial Statements

Introduction section is deleted (deleted text is struck through).
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ED 45 IMPROVEMENTS TO IPSASs 2011

Amendments to International Public Sector Accounting
Standard 7, Investments in Associates

Introduction section is deleted (deleted text is struck through).
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Amendments to International Public Sector Accounting
Standard 8, Interests in Joint Ventures

Introduction section is deleted (deleted text is struck through).
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ED 45 IMPROVEMENTS TO IPSASs 2011

Amendments to International Public Sector Accounting
Standard 12, Inventories

Introduction section is deleted (deleted text is struck through).
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ED 45 IMPROVEMENTS TO IPSASs 2011

Amendments to International Public Sector Accounting
Standard 13, Leases

Introduction section is deleted (deleted text is struck through).

30
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31
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Amendments to International Public Sector Accounting
Standard 14, Events After the Reporting Date

Introduction section is deleted (deleted text is struck through).
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Amendments to International Public Sector Accounting
Standard 16, Investment Property

Introduction section is deleted (deleted text is struck through).
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34
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Amendments to International Public Sector Accounting
Standard 17, Property, Plant, and Equipment

Introduction section is deleted (deleted text is struck through).
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Amendments to International Public Sector Accounting
Standard 22, Disclosure of Financial Information about the
General Government Sector

Introduction section is deleted (deleted text is struck through).
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Amendments to International Public Sector Accounting

Standard 23, Revenue from Non-Exchange Transactions (Taxes
and Transfers)

Introduction section is deleted (deleted text is struck through).
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Amendments to International Public Sector Accounting

Standard 24, Presentation of Budget Information in Financial
Statements

Introduction section is deleted (deleted text is struck through).
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Amendments to International Public Sector Accounting
Standard 25, Employee Benefits

Introduction section is deleted (deleted text is struck through).
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Amendments to International Public Sector Accounting
Standard 26, Impairment of Cash-Generating Assets

Introduction section is deleted (deleted text is struck through).
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Amendments to International Public Sector Accounting
Standard 27, Agriculture

Introduction section is deleted (deleted text is struck through).
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Amendments to International Public Sector Accounting
Standard 28, Financial Instruments: Presentation

Introduction section is deleted (deleted text is struck through).
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Amendments to International Public Sector Accounting
Standard 29, Financial Instruments: Recognition and Measurement

Introduction section is deleted (deleted text is struck through).
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Amendments to International Public Sector Accounting
Standard 30, Financial Instruments: Disclosures

Introduction section is deleted (deleted text is struck through).
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Amendments to International Public Sector Accounting
Standard 31, Intangible Assets

Introduction section is deleted (deleted text is struck through).
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PART I1: INSERTION OF OBJECTIVE PARAGRAPH

The amendments in Part 11 shall be applied for annual
financial statements covering periods beginning on or after
MM DD, YYYY. Earlier application is encouraged.

65



ED 45 IMPROVEMENTS TO IPSASs 2011

Amendments to International Public Sector Accounting
Standard 6, Consolidated and Separate Financial Statements

Paragraph 1 is inserted and paragraph 1A is amended (new text is underlined).

Objective

Scope
1A.

66

1.

The objective of this Standard is to prescribe the accounting treatment for a
controlling entity in the preparation and presentation of consolidated
financial statements for the entities under its control. This Standard also
prescribes the accounting requirements where a controlling entity presents
separate financial statements.

An entity that prepares and presents financial statements under the
accrual basis of accounting shall apply this Standard in the preparation
and presentation of consolidated financial statements for an economic
entity.
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Amendments to International Public Sector Accounting
Standard 7, Investments in Associates

Paragraph 1 is inserted and paragraph 1A is amended (new text is underlined).

Objective

1.

Scope
1A.

The objective of this Standard is to prescribe the accounting treatment for an
investor in accounting for investments in associates in its consolidated
financial statements and separate financial statements (where prepared).

An entity that prepares and presents financial statements under the
accrual basis of accounting shall apply this Standard in accounting by
an investor for investments in associates where the investment in the
associate leads to the holding of an ownership interest in the form of a
shareholding or other formal equity structure. However, it does not
apply to investments in associates held by:
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Amendments to International Public Sector Accounting
Standard 8, Interests in Joint Ventures

Paragraph 1 is inserted and paragraph 1A is amended (new text is underlined).

Objective

Scope
1A.

68

1.

The objective of this Standard is to prescribe the accounting treatment for a
venturer in_accounting for interests in joint ventures in its consolidated
financial statements and separate financial statements (where prepared).

An entity that prepares and presents financial statements under the
accrual basis of accounting shall apply this Standard in accounting for
interests in joint ventures and the reporting of joint venture assets,
liabilities, revenue and expenses in the financial statements of venturers
and investors, regardless of the structures or forms under which the
joint venture activities take place. However, it does not apply to
venturers’ interests in jointly controlled entities held by:



Amendments to International Public Sector Accounting
Standard 10, Financial Reporting in Hyperinflationary Economies

Paragraph 1 is inserted and paragraph 1A is amended (new text is underlined).

Objective

1.

Scope
1A.

The objective of this Standard is to prescribe the accounting treatment in the
consolidated and individual financial statements of an entity in accounting
for _an entity whose functional currency is the currency of a
hyperinflationary economy. The Standard also specifies the accounting
treatment where the economy ceases to be hyperinflationary.

An entity that prepares and presents financial statements under the accrual
basis of accounting shall apply this Standard to the primary financial
statements, including the consolidated financial statements, of any entity
whose functional currency is the currency of a hyperinflationary economy.
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PART I11: GENERAL IMPROVMENTS



Amendments to International Public Sector Accounting
Standard 16, Investment Property

Introduction® paragraph IN10, paragraph 36 and Comparison with 1AS 40 are
amended (new text is underlined and deleted text is struck through).
Paragraph 37 is deleted and paragraph 101B is inserted.

Introduction

IN10. The Standard requires an entity to measure investment property acquired in
an asset exchange transaction at fair value unless the—transaction—lacks
commercial-substance;-or the fair value of neither the asset given up nor the
asset received can be reliably measured. Previously, IPSAS 16 did not
contain requirements with regard to the accounting treatment for asset
exchange transactions (see paragraphs 36—and 38).

Measurement at Recognition

36.  One or more investment properties may be acquired in exchange for a non-
monetary asset or assets, or a combination of monetary and non-monetary
assets. The following discussion refers to an exchange of one non-monetary
asset for another, but it also applies to all exchanges described in the preceding
sentence. The cost of such an investment property is measured at fair value
unless {a)-the-exchange-transaction-lacks-commercial-substance-or-{b) the fair
value of neither the asset received nor the asset given up is reliably measurable.
The acquired asset is measured in this way even if an entity cannot immediately
derecognize the asset given up. If the acquired asset is not measured at fair
value, its cost is measured at the carrying amount of the asset given up.

37.  [Deleted] An—entity—determines—whether—an—exchange—transaction—has

This amendment will be unnecessary if the proposal in Part | of this ED to delete the Introduction
sections is agreed.
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Effective Date

101B. Paragraph 37 was deleted and paragraph 36 _was amended by
Improvements to IPSASs 2011 issued in Month 2011. An entity shall
apply those amendments for annual financial statements covering
periods beginning on or after MM DD, YYYY. Earlier application is
encouraged. If an entity applies the amendments for a period beginning
before MM DD, YYYY, it shall disclose that fact.

Comparison with 1AS 40

e |AS 40 includes guidance on exchanges of assets when an exchange transaction
lacks commercial substance. IPSAS 16 does not include this guidance.
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Amendments to International Public Sector Accounting
Standard 17, Property, Plant, and Equipment

Introduction? paragraphs IN5 and IN9, paragraphs 38, 79, 81, 83, 88 and 93,
and Comparison with 1AS 16 are amended (new text is underlined and deleted
text is struck through). Paragraph 39 is deleted and paragraph 107C is inserted.

Introduction
IN5. In paragraph 13:

IN9. The Standard requires an entity to measure an item of property, plant and
equipment acquired in exchange for a non-monetary asset or assets, or a
combination of monetary and non-monetary assets, at fair value unless:-the
exchange—transaction—lacks—commercial—substance—or the fair value of
neither the asset given up nor the asset received can be reliably measured
(see paragraphs 38 te and 40). Previously, IPSAS 17 divided asset exchange
transactions into exchanges between similar assets and exchanges between
dissimilar assets. The different categories of exchange were subject to
different accounting treatments. For exchange of similar assets, the cost of
the asset received was the carrying amount of the asset given up. For
exchange of dissimilar assets, the cost was the fair value of the asset given
up adjusted by the amount of any cash or cash equivalent transferred.

This amendment will be unnecessary if the proposal in Part | of this ED to delete the Introduction
sections is agreed.
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Measurement at Recognition

Measurement of Cost

38.

39.

One or more items of property, plant, and equipment may be acquired in
exchange for a non-monetary asset or assets, or a combination of monetary
and non-monetary assets. The following discussion refers simply to an
exchange of one non-monetary asset for another, but it also applies to all
exchanges described in the preceding sentence. The cost of such an item of
property, plant, and equipment is measured at fair value unless {a)-the
exchange-transaction-lacks-commercial-substance—or(b) the fair value of
neither the asset received nor the asset given up is reliably measurable. The
acquired item is measured in this way even if an entity cannot immediately
derecognize the asset given up. If the acquired item is not measured at fair
value, its cost is measured at the carrying amount of the asset given up.

[Deleted] An—entity—determines—whether—an—exchange—transaction—has

Impairment

79.

74

To determine whether an item of property, plant, and equipment is impaired,
an entity applies IPSAS 21 or IPSAS 26, Impairment of Cash-Generating
Assets, as appropriate. Fhat-Standard-explainsThese Standards explain how
an entity reviews the carrying amount of its assets, how it determines the
recoverable service amount or recoverable amount of an asset, and when it
recognizes, or reverses the recognition of, an impairment loss.




Compensation for Impairment

81. Impairments or losses of items of property, plant, and equipment, related
claims for or payments of compensation from third parties, and any
subsequent purchase or construction of replacement assets are separate
economic events and are accounted for separately as follows:

(@ Impairments of items of property, plant, and equipment are
recognized in accordance with IPSAS 21_or IPSAS 26, as

appropriate;

Derecognition

83. 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 IPSAS 13 requires otherwise on a sale and
leaseback). Gains-shal-net-be-classified-asrevenue:

Disclosure

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

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

(iv) Increases or decreases resulting from revaluations under
paragraphs 44, 54, and 55 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;

93.  Inaccordance with IPSAS 21 and IPSAS 26, an entity discloses information
on impaired property, plant, and equipment in addition to the information
required by paragraph 88(e)(iv)—(vi).
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Effective Date

107C. Paragraph 39 was deleted and paragraphs 38, 79, 81, 83, 88 and 93
were amended by Improvements to IPSASs 2011 issued in Month 2011.
An entity shall apply those amendments for annual financial statements
covering periods beginning on or after MM DD, YYYY. Earlier
application is encouraged. If an entity applies the amendments for a
period beginning before MM DD, YYYY, it shall disclose that fact.

Comparison with 1AS 16

e |AS 16 includes guidance on exchanges of assets when an exchange transaction
lacks commercial substance. IPSAS 17 does not include this guidance.
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Amendments to International Public Sector Accounting
Standard 21, Impairment of Non-Cash-Generating Assets

Paragraph 27 is amended (new text is underlined and deleted text is struck
through). Paragraph 82B is inserted.

Identifying an Asset that may be Impaired

27.  Inassessing whether there is any indication that an asset may be impaired,
an entity shall consider, as a minimum, the following indications:

Internal sources of information

(d) Significant long-term changes with an adverse effect on the entity
have taken place during the period, or are expected to take place in
the near future, in the extent to which, or manner in which, an asset
is used or is expected to be used. These changes include the asset
becoming idle, plans to discontinue or restructure the operation to
which an asset belongs, er plans to dispose of an asset before the
previously expected date_and reassessing the useful life of an asset as
finite rather than indefinite;

Effective Date

82B. Paragraph 27 was amended by Improvements to IPSASs 2011 issued in
Month 2011. An entity shall apply that amendment for annual financial
statements covering periods beginning on or after MM DD, YYYY.
Earlier application is encouraged. If an entity applies the amendment
for a period beginning before MM DD, YYYY, it shall disclose that fact.
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Improvements to IFRSs

Introduction

This document sets out amendments to International Financial Reporting
Standards (IFRSs) and the related Bases for Conclusions and guidance made in the
International Accounting Standards Board’s annual improvements process.

The amendments result from proposals that were contained in the exposure draft
of proposed amendments to IFRSs published in August 2009 and in the exposure
draft Rate-regulated Activities published in July 2009.

The annual improvements process provides a vehicle for making non-urgent but
necessary amendments to IFRSs.

Some amendments involve consequential amendments to other IFRSs. Those
consequential amendments are included in the section that sets out the
amendments for the IFRS.

The effective date of each amendment is included in the IFRSs affected.
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IFRSs addressed

The following table shows the topics addressed by these amendments.

IFRS

Subject of amendment

of International Financial
Reporting Standards

IFRS 1 First-time Adoption

Accounting policy changes in the year of adoption

Revaluation basis as deemed cost

Use of deemed cost for operations subject to rate
regulation

IFRS 3 Business
Combinations

Transition requirements for contingent consideration
from a business combination that occurred before
the effective date of the revised IFRS

Measurement of non-controlling interests

Un-replaced and voluntarily replaced share-based
payment awards

IFRS 7 Financial
Instruments: Disclosures

Clarification of disclosures

IAS 1 Presentation of
Financial Statements

Clarification of statement of changes in equity

IAS 27 Consolidated and
Separate Financial
Statements

Transition requirements for amendments arising as
a result of IAS 27 Consolidated and Separate
Financial Statements

IAS 34 Interim Financial
Reporting

Significant events and transactions

IFRIC 13 Customer
Loyalty Programmes

Fair value of award credits
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Approval by the Board of Improvements to IFRSs issued in
May 2010

Improvements to IFRSs was approved for issue by the fifteen members of the
International Accounting Standards Board.

Sir David Tweedie Chairman
Stephen Cooper

Philippe Danjou

Jan Engstrom

Patrick Finnegan

Robert P Garnett

Gilbert Gélard

Amaro Luiz de Oliveira Gomes
Prabhakar Kalavacherla

James | Leisenring

Patricia McConnell

Warren ] McGregor

John T Smith

Tatsumi Yamada

Wei-Guo Zhang
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AMENDMENTS TO IFRS 1 FIRST-TIME ADOPTION OF INTERNATIONAL FINANCIAL REPORTING STANDARDS

Amendments to IFRS 1 First-time Adoption of
International Financial Reporting Standards

Paragraphs 27 and 32 are amended (new text is underlined and deleted text is
struck through). Paragraph 27A, a heading and paragraphs 31B and 39E are

added.

Presentation and disclosure

27

27A

31B

32

IAS 8 does not deal-with apply to the changes in accounting policies that
oeccur-when an entity makes when it first adopts IFRSs or to changes in
those policies until after it presents its first IFRS financial statements.
Therefore, IAS 8’s requirements for—diselosures about changes in
accounting policies do not apply in an entity’s first IFRS financial
statements.

If during the period covered by its first IFRS financial statements an entity
changes its accounting policies or its use of the exemptions contained in
this IFRS, it shall explain the changes between its first IFRS interim
financial report and its first IFRS financial statements, in accordance with
paragraph 23, and it shall update the reconciliations required by
paragraph 24(a) and (b).

Use of deemed cost for operations subject to rate regulation

If an entity uses the exemption in paragraph D8B for operations subject
to rate regulation, it shall disclose that fact and the basis on which
carrying amounts were determined under previous GAAP.

Interim financial reports

To comply with paragraph 23, if an entity presents an interim financial
report in accordance with IAS 34 for part of the period covered by its first
IFRS financial statements, the entity shall satisfy the following
requirements in addition to the requirements of IAS 34:

(a) Each such interim financial report shall, if the entity presented an
interim financial report for the comparable interim period of the
immediately preceding financial year, include:

(i) a reconciliation of its equity in accordance with previous
GAAP at the end of that comparable interim period to its
equity under IFRSs at that date; and

7 © Copyright IASCF
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(ii) a reconciliation to its total comprehensive income in
accordance with IFRSs for that comparable interim period
(current and year to date). The starting point for that
reconciliation shall be total comprehensive income in
accordance with previous GAAP for that period or, if an entity
did not report such a total, profit or loss in accordance with
previous GAAP.

(b) In addition to the reconciliations required by (a), an entity’s first
interim financial report in accordance with IAS 34 for part of the
period covered by its first [FRS financial statements shall include
the reconciliations described in paragraph 24(a) and (b)
(supplemented by the details required by paragraphs 25 and 26) or
a crossreference to another published document that includes
these reconciliations.

(c) If an entity changes its accounting policies or its use of the
exemptions contained in this IFRS, it shall explain the changes in
each such interim financial report in accordance with paragraph
23 and update the reconciliations required by (a) and (b).

Effective date

39E Improvements to IFRSs issued in May 2010 added paragraphs 27A, 31B and
D8B and amended paragraphs 27, 32, D1(c) and D8. An entity shall apply
those amendments for annual periods beginning on or after 1 January
2011. Earlier application is permitted. If an entity applies the
amendments for an earlier period it shall disclose that fact. Entities that
adopted IFRSs in periods before the effective date of IFRS 1 or applied IFRS 1
in a previous period are permitted to apply the amendment to paragraph
D8 retrospectively in the first annual period after the amendment is
effective. An entity applying paragraph D8 retrospectively shall disclose
that fact.

© Copyright IASCF 8



AMENDMENTS TO IFRS 1 FIRST-TIME ADOPTION OF INTERNATIONAL FINANCIAL REPORTING STANDARDS

Amendment to Appendix D of
IFRS 1 First-time Adoption of International Financial
Reporting Standards

Paragraphs D1(c) and D8 are amended (new text is underlined and deleted text is
struck through) and paragraph D8B is added.

D1

D8

D8B

An entity may elect to use one or more of the following exemptions:

() deemed cost (paragraphs D5-D8A-B);

Deemed cost

A first-time adopter may have established a deemed cost in accordance
with previous GAAP for some or all of its assets and liabilities by
measuring them at their fair value at one particular date because of an
event such as a privatisation or initial public offering.

(a) If the measurement date is at or before the date of transition to

IFRSs, the entity may use such eventdriven fair value
measurements as deemed cost for IFRSs at the date of that
measurement.

(b) If the measurement date is after the date of transition to IFRSs, but
during the period covered by the first IFRS financial statements, the
event-driven fair value measurements may be used as deemed cost
when the event occurs. An entity shall recognise the resulting

adjustments directly in retained earnings (or if appropriate, another
category of equi at the measurement date. At the date of
transition to IFRSs, the entity shall either establish the deemed cost
by applying the criteria in paragraphs D5-D7 or measure assets and
liabilities in accordance with the other requirements in this IFRS.

Some entities hold items of property, plant and equipment or intangible
assets that are used, or were previously used, in operations subject to rate
regulation. The carrying amount of such items might include amounts
that were determined under previous GAAP but do not qualify for
capitalisation in accordance with IFRSs. If this is the case, a first-time
adopter may elect to use the previous GAAP carrying amount of such an
item at the date of transition to IFRSs as deemed cost. If an entity applies
this exemption to an item, it need not apply it to all items. At the date of
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transition to IFRSs, an entity shall test for impairment in accordance with
IAS 36 each item for which this exemption is used. For the purposes of
this paragraph, operations are subject to rate regulation if they provide
goods or services to customers at prices (ie rates) established by an
authorised body empowered to establish rates that bind the customers
and that are designed to recover the specific costs the entity incurs in
providing the regulated goods or services and to earn a specified return.
The specified return could be a minimum or range and need not be a
fixed or guaranteed return.

© Copyright IASCF 10
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Amendments to Basis for Conclusions on
IFRS 1 First-time Adoption of International Financial
Reporting Standards

Paragraphs BC46A, BC46B and BC47F—-BC47K, a heading after paragraph BC96
and paragraph BC97 are added.

Opening IFRS balance sheet

BC46A

BC46B

Exemptions from other IFRSs

Deemed cost

In Improvements to IFRSs issued in May 2010, the Board extended the scope
of paragraph D8 for the use of the deemed cost exemption for an event-
driven fair value. In some jurisdictions, local law requires an entity to
revalue its assets and liabilities to fair value for a privatisation or initial
public offering (IPO) and to treat the revalued amounts as deemed cost for
the entity’s previous GAAP. Before the amendment made in May 2010, if
that revaluation occurred after the entity’s date of transition to IFRSs, the
entity could not have used that revaluation as deemed cost for IFRSs.
Therefore, the entity would have had to prepare two sets of
measurements for its assets and liabilities—one to comply with IFRSs, and
one to comply with local law. The Board considered this unduly onerous.
Therefore, the Board amended paragraph D8 to allow an entity to
recognise an event-driven fair value measurement as deemed cost when
the event occurs, provided that this is during the periods covered by its
first IFRS financial statements. In addition, the Board concluded that the
same relief should apply to an entity that adopted IFRSs in periods before
the effective date of IFRS 1 or applied IFRS 1 in a previous period, provided
the measurement date is within the period covered by its first IFRS
financial statements.

The Board also decided to require the entity to present historical costs or
other amounts already permitted by IFRS 1 for the periods before that
date. In this regard, the Board considered an approach where an entity
could ‘work back’ to the deemed cost on the date of transition, using the
revaluation amounts obtained on the measurement date, adjusted to
exclude any depreciation, amortisation or impairment between the two
dates. Although some believed that this presentation would have
provided greater comparability throughout the first IFRS reporting
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period, the Board rejected it because making such adjustments would
require hindsight and the computed carrying amounts on the date of
transition to IFRSs would be neither the historical costs of the revalued
assets nor their fair values on that date.

BC47F In Improvements to IFRSs issued in May 2010, the Board extended the use of
the deemed cost exemption to entities with operations subject to rate
regulation. An entity might have items of property, plant and equipment
or intangible assets that it holds for use in operations subject to rate
regulation, or that it once used for this purpose and now holds for other
purposes. Under previous GAAP, an entity might have capitalised, as part
of the carrying amount of items of property, plant and equipment or
intangible assets held for use in operations subject to rate regulation,
amounts that do not qualify for capitalisation under IFRSs. For example,
when setting rates regulators often permit entities to capitalise, as part of
the cost of property, plant and equipment or intangible assets acquired,
constructed or produced over time, an allowance for the cost of financing
the asset’s acquisition, construction or production. This allowance
typically includes an imputed cost of equity. IFRSs do not permit an
entity to capitalise an imputed cost of equity.

BC47G Before this amendment, an entity with such items whose carrying
amounts include amounts that do not qualify for capitalisation under
IFRSs would have had either to restate those items retrospectively to
remove the non-qualifying amounts, or to use the exemption in
paragraph D5 (fair value as deemed cost). Both of those alternatives pose
significant practical challenges, the cost of which can often outweigh the
benefit.

BC47H Typically, once amounts are included in the total cost of an item of
property, plant and equipment, they are no longer tracked separately.
The restatement of property, plant and equipment to remove amounts
not in compliance with IFRSs would require historical information that,
given the typical age of some of the assets involved, is probably no longer
available and would be difficult to estimate. Obtaining the fair value
information necessary to use the exemption in paragraph D5 may not be
a practical alternative, given the lack of readily available fair value
information for those assets.

BC471 The Board decided it would permit entities with operations subject to
rate regulation to use as deemed cost at the date of transition to IFRSs the
carrying amount of the items of property, plant and equipment or
intangible assets determined under the entity’s previous GAAP. The
Board views this exemption as consistent with the exemptions already
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BC47]

BC47K

included in IFRS 1 in that it avoids excessive costs while meeting the
objectives of the IFRS.

The Board understands that most first-time adopters with operations
subject to rate regulation have previously accounted for property, plant
and equipment largely in accordance with a historical cost model
consistent with IAS 16. The Board concluded that the cost and effort
required to achieve total compliance in this area for the purposes of
preparing an entity’s first IFRS financial statements is not warranted to
meet the objective of providing a suitable starting point for accounting
under IFRSs. IFRS 1 requires that each item for which the exemption is
used is tested for impairment, either individually or at the cash-
generating unit to which the item belongs in accordance with IAS 36, at
the date of transition. This requirement provides further assurance that
this objective is met.

Consistent with the Board’s rationale for the use of fair value as deemed
cost in paragraphs BC43 and BC44, this exemption means that an entity
will report the same cost data as if it had acquired an asset with the same
remaining service potential for that amount at the date of transition to
IFRSs. An entity’s use of this exemption results in a new cost basis for the
item and previous GAAP depreciation methods and capitalisation policies
are not relevant. Thus, if an entity uses this exemption for items of
property, plant and equipment or intangible assets, it does not also apply
the exemption for borrowing costs provided in paragraph D23.

Presentation and disclosure

BC97

Interim financial reports

Accounting policy changes in the year of adoption

In Improvements to IFRSs issued in May 2010, the Board clarified unclear
wording concerning how changes in accounting policies should be
addressed by a first-time adopter when those changes occur after the
publication of the entity’s first interim financial report. The Board decided
that a first-time adopter is exempt from all the requirements of IAS 8 for
the interim financial report it presents in accordance with IAS 34 for part
of the period covered by its first IFRS financial statements and for its first
IFRS financial statements. The Board concluded that to comply with
IFRS 1’s requirement to explain its transition to IFRSs, an entity should be
required to explain any changes in its accounting policies or the IFRS 1
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exemptions it applied between its first IFRS interim financial report and
its first IFRS financial statements. The Board decided that the most useful
information it could require was updated reconciliations between
previous GAAP and IFRSs.

© Copyright IASCF 14
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Amendments to the guidance on implementing
IFRS 1 First-time Adoption of International Financial
Reporting Standards

Paragraphs IG8 and IG51 are amended (new text is underlined and deleted text is
struck through).

IG8

IG51

An entity may elect to use one of the following amounts as the deemed
cost of an item of property, plant and equipment:

(c) fair value at the date of an event such as a privatisation or initial
public offering (paragraph D8 of the IFRS); ex

(d) an allocation of an amount determined under previous GAAP that
meets the criteria in paragraph D8A of the IFRS-; or

(e) the carrying amount under previous GAAP of an item of property,
plant and equipment that is used., or was previously used, in
operations subject to rate regulation (paragraph D8B of the IFRS).

If an entity’s amortisation methods and rates in accordance with previous
GAAP would be acceptable in accordance with IFRSs, the entity does not
restate the accumulated amortisation in its opening IFRS statement of
financial position. Instead, the entity accounts for any change in
estimated useful life or amortisation pattern prospectively from the
period when it makes that change in estimate (paragraph 14 of the IFRS
and paragraph 104 of IAS 38). However, in some cases, an entity’s
amortisation methods and rates in accordance with previous GAAP may
differ from those that would be acceptable in accordance with IFRSs
(for example, if they were adopted solely for tax purposes and do not
reflect a reasonable estimate of the asset’s useful life). If those differences
have a material effect on the financial statements, the entity adjusts the
accumulated amortisation in its opening IFRS statement of financial
position retrospectively so that it complies with IFRSs (paragraph 14 of

the IFRS). However., if an entity uses the exemption in paragraph D8B. it
uses the carrying amount of the intangible asset at the date of transition
to IFRSs as deemed cost as if it had acquired an intangible asset with the
same remaining service potential for that amount at the date of

transition to IFRSs. Subsequent amortisation is based on that deemed
cost and starts from the date of transition to IFRSs.
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Amendments to IFRS 3 Business Combinations

Paragraphs IN8 and 19, the heading before paragraph 30 and paragraph 30 are
amended (new text is underlined and deleted text is struck through).
Paragraphs 64B, 64C and 65A—65E are added.

Main features of the IFRS

IN8

Each identifiable asset and liability is measured at its acquisition-date fair
value. AnyaNon-controlling interests in an acquiree that are present

ownership interests and entitle their holders to a proportionate share of
the entity’s net assets in the event of liquidation is are measured at either

fair value or as the present ownership instruments’ nen-controlling
interest’s proportionate share in the recognised amounts of the

acquiree’s net identifiable assets. All other components of non-
controlling interests shall be measured at their acquisition-date fair
values, unless another measurement basis is required by IFRSs.

The acquisition method

19

Measurement principle

For each business combination, the acquirer shall measure at the

acquisition date components of amy non-controlling interests in the

acquiree that are present ownership interests and entitle their holders to

a proportionate share of the entity’s net assets in the event of liquidation

at either:-atfair value orat-the non-controlling-interest’s proportionate
: » ree’s identifiabl

(a) fairvalue:or

(b) the present ownership instruments’ proportionate share in the
recognised amounts of the acquiree’s identifiable net assets.

All other components of non-controlling interests shall be measured at
their acquisition-date fair values, unless another measurement basis is
required by IFRSs.
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Exceptions to the recognition or measurement principles

Exceptions to the measurement principle

Share-based payment awards transactions

The acquirer shall measure a liability or an equity instrument related to
share-based payment transactions of the acquiree or the replacement of
an acquiree’s share-based payment awards transactions with share-based
payment awards transactions of the acquirer in accordance with the
method in IFRS 2 Share-based Payment at the acquisition date. (This IFRS
refers to the result of that method as the ‘market-based measure’ of the

award share-based payment transaction.)

Effective date and transition

64B

64C

65A

Effective date

Improvements to IFRSs issued in May 2010 amended paragraphs 19, 30 and
B56 and added paragraphs B62A and B62B. An entity shall apply those
amendments for annual periods beginning on or after 1 July 2010. Earlier
application is permitted. If an entity applies the amendments for an
earlier period it shall disclose that fact. Application should be prospective
from the date when the entity first applied this IFRS.

Paragraphs 65A-65E were added by Improvements to IFRSs issued in
May 2010. An entity shall apply those amendments for annual periods
beginning on or after 1 July 2010. Earlier application is permitted. If an
entity applies the amendments for an earlier period it shall disclose that
fact. The amendments shall be applied to contingent consideration
balances arising from business combinations with an acquisition date
prior to the application of this IFRS, as issued in 2008.

Transition

Contingent consideration balances arising from business combinations
whose acquisition dates preceded the date when an entity first applied
this IFRS as issued in 2008 shall not be adjusted upon first application of
this IFRS. Paragraphs 65B-65E shall be applied in the subsequent
accounting for those balances. Paragraphs 65B-65E shall not apply to the
accounting for contingent consideration balances arising from business
combinations with acquisition dates on or after the date when the entity
first applied this IFRS as issued in 2008. In paragraphs 65B-65E business
combination refers exclusively to business combinations whose
acquisition date preceded the application of this IFRS as issued in 2008.
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If a business combination agreement provides for an adjustment to the
cost of the combination contingent on future events, the acquirer shall
include the amount of that adjustment in the cost of the combination at
the acquisition date if the adjustment is probable and can be measured
reliably.

A business combination agreement may allow for adjustments to the cost
of the combination that are contingent on one or more future events.
The adjustment might, for example, be contingent on a specified level of
profit being maintained or achieved in future periods, or on the market
price of the instruments issued being maintained. It is usually possible
to estimate the amount of any such adjustment at the time of initially
accounting for the combination without impairing the reliability of the
information, even though some uncertainty exists. If the future events
do not occur or the estimate needs to be revised, the cost of the business
combination shall be adjusted accordingly.

However, when a business combination agreement provides for such an
adjustment, that adjustment is not included in the cost of the
combination at the time of initially accounting for the combination if it
either is not probable or cannot be measured reliably. If that adjustment
subsequently becomes probable and can be measured reliably, the
additional consideration shall be treated as an adjustment to the cost of
the combination.

In some circumstances, the acquirer may be required to make a
subsequent payment to the seller as compensation for a reduction in the
value of the assets given, equity instruments issued or liabilities incurred
or assumed by the acquirer in exchange for control of the acquiree. This
is the case, for example, when the acquirer guarantees the market price
of equity or debt instruments issued as part of the cost of the business
combination and is required to issue additional equity or debt
instruments to restore the originally determined cost. In such cases, no
increase in the cost of the business combination is recognised. In the case
of equity instruments, the fair value of the additional payment is offset
by an equal reduction in the value attributed to the instruments initially
issued. In the case of debt instruments, the additional payment is
regarded as a reduction in the premium or an increase in the discount on
the initial issue.
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Application guidance

In Appendix B, paragraph B56 is amended (new text is underlined and deleted text
is struck through) and a footnote to paragraph B56, a heading after paragraph B62
and paragraphs B62A and B62B are added.

Determining what is part of the business combination
transaction (application of paragraphs 51 and 52)

B56

Acquirer share-based payment awards exchanged for
awards held by the acquiree’s employees
(application of paragraph 52(b))

An acquirer may exchange its share-based payment awards (replacement
awards) for awards held by employees of the acquiree. Exchanges of share
options or other share-based payment awards in conjunction with a
business combination are accounted for as modifications of share-based
payment awards in accordance with IFRS 2 Share-based Payment. If the
acquirer is-obliged-to replaces the acquiree awards, either all or a portion
of the market-based measure of the acquirer’s replacement awards shall
be included in measuring the consideration transferred in the business
combination. Paragraphs B57-B62 provide guidance on how to allocate
the market-based measure. Theaequirer—is—obliged—to—replace—the
] 15 if 4] . . 1 ; he_abili

However, iln seme situations; in which acquiree awards may would
expire as a consequence of a business combination and-1 if the acquirer
replaces those awards when even-theugh it is not obliged to do so, all of
the market-based measure of the replacement awards shall be recognised
as remuneration cost in the post-combination financial statements in

*

In paragraphs B56-B62 the term ‘share-based payment awards’ refers to vested or

unvested share-based payment transactions.
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accordance with IFRS 2. That is to say, none of the market-based measure
of those awards shall be included in measuring the consideration
transferred in the business combination. The acquirer is obliged to
replace the acquiree awards if the acquiree or its employees have the
ability to enforce replacement. For example, for the purposes of applying
this guidance. the acquirer is obliged to replace the acquiree’s awards if
replacement is required by:

(a) the terms of the acquisition agreement;

(b) the terms of the acquiree’s awards: or

(c) applicable laws or regulations.

Equity-settled share-based payment transactions of
the acquiree

The acquiree may have outstanding share-based payment transactions
that the acquirer does not exchange for its share-based payment
transactions. If vested, those acquiree share-based payment transactions
are part of the non-controlling interest in the acquiree and are measured
at their market-based measure. If unvested, they are measured at their
market-based measure as if the acquisition date were the grant date in
accordance with paragraphs 19 and 30.

The market-based measure of unvested share-based payment transactions
is allocated to the non-controlling interest on the basis of the ratio of the
portion of the vesting period completed to the greater of the total vesting
period or the original vesting period of the share-based payment
transaction. The balance is allocated to post-combination service.
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Appendix to amendments to IFRS 3
Amendments to other IFRSs

IFRS 7 Financial Instruments: Disclosures

Paragraph 44B is amended (new text is underlined) and paragraph 44K is added.

Effective date and transition

44B

44K

IFRS 3 (as revised in 2008) deleted paragraph 3(c). An entity shall apply
that amendment for annual periods beginning on or after 1 July 2009.
If an entity applies IFRS 3 (revised 2008) for an earlier period, the
amendment shall also be applied for that earlier period. However, the
amendment does not apply to contingent consideration that arose from
a business combination for which the acquisition date preceded the
application of IFRS 3 (revised 2008). Instead. an entity shall account for
such consideration in accordance with paragraphs 65A-65E of IFRS 3 (as
amended in 2010).

Paragraph 44B was amended by Improvements to IFRSs issued in May 2010.
An entity shall apply that amendment for annual periods beginning on
or after 1 July 2010. Earlier application is permitted.

IAS 32 Financial Instruments: Presentation

Paragraph 97B is amended (new text is underlined) and paragraph 97G is added.

Effective date and transition

97B

IFRS 3 (as revised in 2008) deleted paragraph 4(c). An entity shall apply
that amendment for annual periods beginning on or after 1 July 2009.
If an entity applies IFRS 3 (revised 2008) for an earlier period, the
amendment shall also be applied for that earlier period. However, the
amendment does not apply to contingent consideration that arose from
a business combination for which the acquisition date preceded the
application of IFRS 3 (revised 2008). Instead, an entity shall account for
such consideration in accordance with paragraphs 65A-65E of IFRS 3 (as
amended in 2010).

21 © Copyright IASCF



IMPROVEMENTS TO IFRSS MAY 2010

97G Paragraph 97B was amended by Improvements to [FRSs issued in May 2010.
An entity shall apply that amendment for annual periods beginning on
or after 1 July 2010. Earlier application is permitted.

IAS 39 Financial Instruments: Recognition and Measurement

Paragraph 103D is amended (new text is underlined) and paragraph 103N is added.

Effective date and transition

103D IFRS 3 (as revised in 2008) deleted paragraph 2(f). An entity shall apply
that amendment for annual periods beginning on or after 1 July 2009.
If an entity applies IFRS 3 (revised 2008) for an earlier period, the
amendment shall also be applied for that earlier period. However, the
amendment does not apply to contingent consideration that arose from
a business combination for which the acquisition date preceded the
application of IFRS 3 (revised 2008). Instead. an entity shall account for
such consideration in accordance with paragraphs 65A-65E of IFRS 3

(as amended in 2010).

103N  Paragraph 103D was amended by Improvements to IFRSs issued in May 2010.
An entity shall apply that amendment for annual periods beginning on
or after 1 July 2010. Earlier application is permitted.
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Amendments to Basis for Conclusions on
IFRS 3 Business Combinations

Headings after paragraphs BC221, BC311 and BC434 and paragraphs BC221A,
BC311A, BC311B and BC434A—BC434C are added.

Applying the acquisition method

Subsequent improvements to IFRS 3

BC221A In Improvements to IFRSs issued in May 2010, the Board addressed a concern
that permitting the measurement choice for certain components of non-
controlling interest might result in inappropriate measurement of those
components in some circumstances. The Board decided to limit the
choice to non-controlling interests that are present ownership
instruments and entitle their holders to a proportionate share of the
entity’s net assets in the event of liquidation. The amendment requires
the acquirer to measure all other components of non-controlling interest
at the acquisition-date fair value, unless IFRSs require another
measurement basis. For example, if a share-based payment transaction is
classified as equity, an entity measures it in accordance with IFRS 2
Share-based Payment. Without this amendment, if the acquirer chose to
measure non-controlling interest at its proportionate share of the
acquiree’s identifiable net assets, the acquirer might have measured
some equity instruments at nil. In the Board’s view, this would result in
not recognising economic interests that other parties have in the
acquiree. Therefore, the Board amended IFRS 3 to limit the scope of the
measurement choice.

Un-replaced and voluntarily replaced share-based payment transactions

BC311A In Improvements to IFRSs issued in May 2010, the Board addressed a concern
that there was insufficient application guidance for share-based payment
transactions that are replaced in the context of a business combination.
After the revised IFRS 3 was issued in 2008, some constituents raised
concerns about the lack of explicit guidance with respect to share-based
payment transactions of the acquiree that the acquirer chooses to
replace, even though either they are unaffected by the business
combination or vesting is accelerated as a consequence of the business
combination. In addition, some were concerned that the measurement
guidance for share-based payment transactions applies only to
replacement awards but not to acquiree awards that the acquirer chooses
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not to replace. In response to those concerns, the Board added explicit
guidance in paragraphs B56 and B62A to clarify that those awards should
be accounted for in the same way as acquiree awards that the acquirer is
obliged to replace.

BC311B Employee share-based payment awards might expire in the event of a
business combination. When this occurs, the acquirer may choose to
grant a new award to those employees voluntarily. The new award
granted in such circumstances can only be for future services, because the
acquirer has no obligation to the employee in respect of past services that
they provided to the acquiree. Accordingly, paragraph B56 requires the
whole of the market-based value of the new award to be accounted for as
a post-combination expense, which is recognised in accordance with
IFRS 2. This accounting treatment is different from that required in
circumstances when the employee share-based payment award does not
expire in the event of a business combination. When an unexpired award
is replaced by the acquirer, part of the market-based value of the
replacement award reflects the acquiree’s obligation that remains
outstanding at the date of the business combination, and is accounted for
as part of the consideration transferred in the business combination.
The balance of the market-based value of the replacement award is
accounted for as a post-combination expense for the services to be
received over the period to when the replacement award vests, in
accordance with IFRS 2. The accounting for the replacement of unexpired
awards is the same for awards that are replaced voluntarily by the
acquirer and those that the acquirer is obliged to replace because the
substance is the same in both circumstances.

Effective date and transition

Transition requirements for contingent consideration
from a business combination that occurred before the
effective date of IFRS 3 (as revised in 2008)

BC434AIn Improvements to IFRSs issued in May 2010, the Board addressed a
perceived conflict in the guidance on accounting for contingent
consideration in a business combination. The perceived conflict related
to the transition guidance for contingent consideration arising from
business combinations that had been accounted for in accordance with
IFRS 3 (as issued in 2004). Before their deletion in January 2008,
paragraph 3(c) of IERS 7 Financial Instruments: Disclosures, paragraph 4(c) of
IAS 32 Financial Instruments: Presentation and paragraph 2(f) of IAS 39
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Financial Instruments: Recognition and Measurement excluded contingent
consideration arrangements from the scope of those IFRSs. To allow the
acquirer to account for contingent consideration as required by IFRS 3
(revised 2008), the Board deleted those scope exceptions in the second
phase of its project on business combinations.

BC434B Some interpreted the deletion of the scope exception as meaning that
IAS 39 would apply to all contingent consideration, including contingent
consideration from business combinations with an acquisition date
earlier than the application date of IFRS 3 (revised 2008). However, this
interpretation is inconsistent with the transition guidance in
paragraph 65 of IFRS 3 (revised 2008).

BC434C Therefore, the Board reproduced paragraphs 32-35 of IFRS 3 (as issued in
2004) as paragraphs 65B-65E in IFRS 3 (revised 2008) and made the
conforming changes to IFRS 7, IAS 32 and IAS 39. The Board did this to
clarify that the requirements in IAS 39 do not apply to contingent
consideration that arose from a business combination whose acquisition
date preceded the application of IFRS 3 (revised 2008) and to provide
guidance on how to account for such balances. The Board believes that
the amendments will not cause IFRS 3 to diverge from FASB ASC Topic 805
Business Combinations (SFAS 141(R) Business Combinations).
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Amendment to illustrative examples accompanying
IFRS 3 Business Combinations

A heading is added after paragraph |IE44 and paragraphs IE44A—IE44J and three
headings are added.

Measurement of non-controlling interest (NCI)

IE44A

1E44B

1E44C

1E44D

IE44E

lllustrating the consequences of applying paragraph 19 of IFRS 3.

The following examples illustrate the measurement of components of
NCI at the acquisition date in a business combination.

Measurement of NCI including preference shares

TC has issued 100 preference shares, which are classified as equity.
The preference shares have a nominal value of CU1 each. The preference
shares give their holders a right to a preferential dividend in priority to
the payment of any dividend to the holders of ordinary shares. Upon
liquidation of TC, the holders of the preference shares are entitled to
receive out of the assets available for distribution the amount of CU1 per
share in priority to the holders of ordinary shares. The holders of the
preference shares do not have any further rights on liquidation.

AC acquires all ordinary shares of TC. The acquisition gives AC control of
TC. The acquisition-date fair value of the preference shares is CU120.

Paragraph 19 of IFRS 3 states that for each business combination, the
acquirer shall measure at the acquisition date components of
non-controlling interest in the acquiree that are present ownership
interests and entitle their holders to a proportionate share of the entity’s
net assets in the event of liquidation at either fair value or the present
ownership instruments’ proportionate share in the acquiree’s recognised
amounts of the identifiable net assets. All other components of
non-controlling interest must be measured at their acquisition-date fair
value, unless another measurement basis is required by IFRSs.

The non-controlling interests that relate to TC’s preference shares do not
qualify for the measurement choice in paragraph 19 of IFRS 3 because
they do not entitle their holders to a proportionate share of the entity’s
net assets in the event of liquidation. The acquirer measures the
preference shares at their acquisition-date fair value of CU120.
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First variation

Suppose that upon liquidation of TC, the preference shares entitle their
holders to receive a proportionate share of the assets available for
distribution. The holders of the preference shares have equal right and
ranking to the holders of ordinary shares in the event of liquidation.
Assume that the acquisition-date fair value of the preference shares is
now CU160 and that the proportionate share of TC’s recognised amounts
of the identifiable net assets that is attributable to the preference shares
is CU140.

The preference shares qualify for the measurement choice in paragraph 19
of IFRS 3. AC can choose to measure the preference shares either at their
acquisition-date fair value of CU160 or at their proportionate share in the
acquiree’s recognised amounts of the identifiable net assets of CU140.

Second variation

Suppose also that TC has issued share options as remuneration to its
employees. The share options are classified as equity and are vested at the
acquisition date. They do not represent present ownership interest and
do not entitle their holders to a proportionate share of TC’s net assets in
the event of liquidation. The market-based measure of the share options
in accordance with IFRS 2 Share-based Payment at the acquisition date is
CU200. The share options do not expire on the acquisition date and AC
does not replace them.

Paragraph 19 of IFRS 3 requires such share options to be measured at their
acquisition-date fair value, unless another measurement basis is required
by IFRSs. Paragraph 30 of IFRS 3 states that the acquirer shall measure an
equity instrument related to share-based payment transactions of the
acquiree in accordance with the method in IFRS 2.

The acquirer measures the non-controlling interests that are related to
the share options at their market-based measure of CU200.
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Amendments to
IFRS 7 Financial Instruments: Disclosures

Paragraph 32A is added. Paragraphs 34 and 36-38 are amended (new text is
underlined and deleted text is struck through). Paragraph 44L is added.

Nature and extent of risks arising from financial instruments

32A Providing qualitative disclosures in the context of quantitative
disclosures enables users to link related disclosures and hence form an
overall picture of the nature and extent of risks arising from financial
instruments. The interaction between qualitative and quantitative
disclosures contributes to disclosure of information in a way that better
enables users to evaluate an entity’s exposure to risks.

Quantitative disclosures

34 For each type of risk arising from financial instruments, an entity shall
disclose:

(@) summary quantitative data about its exposure to that risk at the
end of the reporting period. This disclosure shall be based on the
information provided internally to key management personnel of
the entity (as defined in IAS 24 Related Party Disclosures), for example
the entity’s board of directors or chief executive officer.

(b) the disclosures required by paragraphs 36-42, to the extent not

provided in accordance with (a);unless-the risk-isnot-material{see
; N FIAS 1 & N . . alitv),

(c) concentrations of risk if not apparent from the disclosures made in
accordance with (a) and (b).

Credit risk

36 An entity shall disclose by class of financial instrument:

(a) the amount that best represents its maximum exposure to credit
risk at the end of the reporting period without taking account of
any collateral held or other credit enhancements (eg netting
agreements that do not qualify for offset in accordance with
IAS 32); this disclosure is not required for financial instruments

whose carrying amount best represents the maximum exposure to
credit risk.;
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(b) inrespeetoftheameountdisclosedin{a) a description of collateral

held as security and of other credit enhancements, and their
financial effect (eg a quantification of the extent to which
collateral and other credit enhancements mitigate credit risk) in
respect of the amount that best represents the maximum exposure
to credit risk (whether disclosed in accordance with (a) or
represented by the carrying amount of a financial instrument).;

(c) information about the credit quality of financial assets that are
neither past due nor impaired.;-and

(d) [deleted] the—earrying ameunt—of finanecial assets—that—-would
; a1 : . red—_wl ; :
reegotitted:

Financial assets that are either past due or impaired

An entity shall disclose by class of financial asset:

(a) an analysis of the age of financial assets that are past due as at the
end of the reporting period but not impaired; and

(b) an analysis of financial assets that are individually determined to
be impaired as at the end of the reporting period, including the
factors the entity considered in determining that they are
impaired.;and

(c) [deleted] forthe-ameunts-disclosed-in{(ajand-{b},adeseriptionof
1 1 held 1 ; . . T otl 4
1 1_unless.i jcable. . £ theirfai

value:

Collateral and other credit enhancements obtained

When an entity obtains financial or non-financial assets during the
period by taking possession of collateral it holds as security or calling on
other credit enhancements (eg guarantees), and such assets meet the
recognition criteria in other IFRSs, an entity shall disclose for such assets
held at the reporting date:

(a) the nature and carrying amount of the assets ebtained; and

(b)  when the assets are not readily convertible into cash, its policies for
disposing of such assets or for using them in its operations.
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Effective date and transition

441, Improvements to IFRSs issued in May 2010 added paragraph 32A and
amended paragraphs 34 and 36-38. An entity shall apply those
amendments for annual periods beginning on or after 1 January 2011.
Earlier application is permitted. If an entity applies the amendments for
an earlier period it shall disclose that fact.
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Amendments to Basis for Conclusions on
IFRS 7 Financial Instruments: Disclosures

After paragraph BC42, a heading and paragraph BC42A are added. Paragraphs
BC47A and BC49A are added. After paragraph BC54, a heading and
paragraph BC54A are added. Paragraphs BC55A and BC56A are added.

Interaction between qualitative and quantitative
disclosures (paragraph 32A)

BC42A In Improvements to IFRSs issued in May 2010, the Board addressed a
perceived lack of clarity in the intended interaction between the
qualitative and quantitative disclosures of the nature and extent of risks
arising from financial instruments. The Board emphasised the
interaction between qualitative and quantitative disclosures about the
nature and extent of risks arising from financial instruments. This
enables users to link related disclosures and hence form an overall
picture of the nature and extent of risks arising from financial
instruments. The Board concluded that an explicit emphasis on the
interaction between qualitative and quantitative disclosures will
contribute to disclosure of information in a way that better enables users
to evaluate an entity’s exposure.

BC47A In Improvements to IFRSs issued in May 2010, the Board removed the
reference to materiality from paragraph 34(b) of IFRS 7. The Board noted
that the reference could imply that disclosures in IFRS 7 are required even
if those disclosures are not material, which was not the Board’s intention.

BC49A In Improvements to IFRSs issued in May 2010, the Board enhanced
consistency within IFRS 7 by clarifying that the disclosure requirement in
paragraph 36(a) applies only to financial assets whose carrying amounts
do not show the reporting entity’s maximum exposure to credit risk.
Such an approach is consistent with the approach taken in paragraph
29(a), which states that disclosure of fair value is not required when the
carrying amount is a reasonable approximation of fair value. Moreover,
the Board concluded that the requirement might be duplicative for assets
that are presented in the statement of financial position because the
carrying amount of these assets often represents the maximum exposure
to credit risk. In the Board’s view, the disclosure requirement should
focus on the entity’s exposure to credit risk that is not already reflected
in the statement of financial position.
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Financial assets with renegotiated terms
(paragraph 36(d))

BC54A In Improvements to IFRSs issued in May 2010, the Board addressed a practical
concern relating to the disclosure requirements for renegotiated
financial assets. The Board deleted the requirement in paragraph 36(d) to
disclose the carrying amount of financial assets that would otherwise be
past due or impaired whose terms have been renegotiated. The Board
considered the difficulty in identifying financial assets whose terms have
been renegotiated to avoid becoming past due or impaired (rather than
for other commercial reasons). The Board noted that the original
requirement was unclear about whether the requirement applies only to
financial assets that were renegotiated in the current reporting period or
whether past negotiations of those assets should be considered.
Moreover, the Board was informed that commercial terms of loans are
often renegotiated regularly for reasons that are not related to
impairment. In practice it is difficult, especially for a large portfolio of
loans, to ascertain which loans were renegotiated to avoid becoming past
due or impaired.

BC55A In Improvements to IFRSs issued in May 2010, the Board addressed a concern
that the disclosure of the fair value of collateral was potentially
misleading. Within a class of assets some might be over-collateralised
while others might be under-collateralised. Hence, aggregate disclosure
of the fair value might be misleading. Therefore, the Board removed from
paragraph 37(c) the requirement to disclose the fair value of collateral
and other credit enhancements. However, the Board believes that
information on the financial effect of such assets is useful to users.
Hence, the Board included in paragraph 36(b) a requirement to disclose a
description of collateral held as security and of other credit
enhancements and to disclose their financial effect.

BC56A In Improvements to IFRSs issued in May 2010, the Board enhanced
consistency within IFRS 7 by clarifying that paragraph 38 requires entities
to disclose the amount of foreclosed collateral held at the reporting date.
This is consistent with the objective in IFRS 7 to disclose information that
enables users to evaluate the nature and extent of risks arising from
financial instruments to which the entity is exposed at the end of the
reporting period.
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AMENDMENTS TO IFRS 7 FINANCIAL INSTRUMENTS: DISCLOSURES

Amendment to guidance on implementing
IFRS 7 Financial Instruments: Disclosures

A heading and paragraphs IG3 and IG4 are deleted (new text is underlined and
deleted text is struck through).

Introduction

Materialit
1G3-1G4 Ddete_d FAS1-Presentation-of Financial-Statements—notes-that-a-specitie
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Amendments to
IAS 1 Presentation of Financial Statements

Before paragraph 106 a heading is added. Paragraph 106 is amended (new text is
underlined and deleted text is struck through). After paragraph 106 a heading and
paragraph 106A are added. Paragraph 107 is amended (new text is underlined).
Paragraph 139F is added.

Structure and content

Statement of changes in equity

Information to be presented in the statement of changes in
equity

106 An entity shall present a statement of changes in equity as required by
paragraph 10. The statement of changes in equity includes the following
information shewing-in-the statement:

(@) total comprehensive income for the period, showing separately the
total amounts attributable to owners of the parent and to non-
controlling interests;

(b) for each component of equity, the effects of retrospective
application or retrospective restatement recognised in accordance
with IAS 8; and

(© [deleted]

(d) for each component of equity, a reconciliation between the
carrying amount at the beginning and the end of the period,
separately disclosing changes resulting from:

(i) profitorloss;
(ii) eachitem-of other comprehensive income; and

(iii) transactions with owners in their capacity as owners, showing
separately contributions by and distributions to owners and
changes in ownership interests in subsidiaries that do not
result in a loss of control.
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Information to be presented in the statement of changes in
equity or in the notes

106A For each component of equity an entity shall present, either in the
statement of changes in equity or in the notes, an analysis of other
comprehensive income by item (see paragraph 106(d)(ii)).

107 An entity shall present, either in the statement of changes in equity or in
the notes, the amounts of dividends recognised as distributions to owners
during the period, and the related amount of dividends per share.

Transition and effective date

139F  Paragraphs 106 and 107 were amended and paragraph 106A was added by
Improvements to IFRSs issued in May 2010. An entity shall apply those
amendments for annual periods beginning on or after 1 January 2011.
Earlier application is permitted.
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Amendment to Basis for Conclusions on
IAS 1 Presentation of Financial Statements

| After paragraph BC74 a heading and paragraph BC74A are added.

Statement of changes in equity

Reconciliation for each component of other
comprehensive income (paragraphs 106(d)(ii) and 106A)

BC74A Paragraph 106(d) requires an entity to provide a reconciliation of changes
in each component of equity. In Improvements to IFRSs issued in May 2010,
the Board clarified that entities may present the required reconciliations
for each component of other comprehensive income either in the
statement of changes in equity or in the notes to the financial statements.
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TRANSITION REQUIREMENTS FOR AMENDMENTS ARISING AS A RESULT OF
IAS 27 CONSOLIDATED AND SEPARATE FINANCIAL STATEMENTS

Transition requirements for amendments arising as a
result of IAS 27 Consolidated and Separate Financial
Statements

Amendments to IFRSs

IAS 21 The Effects of Changes in Foreign Exchange Rates

Paragraph 60B is amended (new text is underlined) and paragraph 60D is added.

Effective date and transition

60B

60D

IAS 27 (as amended in 2008) added paragraphs 48A-48D and amended
paragraph 49. An entity shall apply those amendments prospectively for
annual periods beginning on or after 1 July 2009. If an entity applies
IAS 27 (amended 2008) for an earlier period, the amendments shall be
applied for that earlier period.

Paragraph 60B was amended by Improvements to IFRSs issued in May 2010.
An entity shall apply that amendment for annual periods beginning on
or after 1 July 2010. Earlier application is permitted.

IAS 28 Investments in Associates

Paragraph 41B is amended (new text is underlined and deleted text is struck
through) and paragraph 41E is added.

Effective date and transition

41B

IAS 27 (as amended in 2008) amended paragraphs 18, 19 and 35 and added
paragraph 19A. An entity shall apply the amendment to paragraph 35
retrospectively and the these amendments to paragraphs 18 and 19 and
paragraph 19A prospectively for annual periods beginning on or after
1 July 2009. If an entity applies IAS 27 (amended 2008) for an earlier
period, the amendments shall be applied for that earlier period.
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41E Paragraph 41B was amended by Improvements to [FRSs issued in May 2010.
An entity shall apply that amendment for annual periods beginning on
or after 1 July 2010. Earlier application is permitted. If an entity applies
the amendment before 1 July 2010 it shall disclose that fact.

IAS 31 Interests in Joint Ventures

Paragraph 58A is amended (new text is underlined and deleted text is struck
through) and paragraph 58D is added.

Effective date and transition

58A IAS 27 (as amended in 2008) amended paragraphs 45 and 46 and added
paragraphs 45A and 45B. An entity shall apply the amendment to
paragraph 46 retrospectively and the these amendments to paragraph 45
and paragraphs 45A and 45B prospectively for annual periods beginning
on or after 1 July 2009. If an entity applies IAS 27 (amended 2008) for an
earlier period, the amendments shall be applied for that earlier period.

58D Paragraph 58A was amended by Improvements to IFRSs issued in May 2010.
An entity shall apply that amendment for annual periods beginning on
or after 1 July 2010. Earlier application is permitted. If an entity applies
the amendment before 1 July 2010 it shall disclose that fact.
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AMENDMENTS TO IAS 34 INTERIM FINANCIAL REPORTING

Amendments to
IAS 34 Interim Financial Reporting

In the rubric, ‘paragraphs 1-48’ is amended to ‘paragraphs 1—49’ A heading and
paragraph 15 are amended (new text is underlined and deleted text is struck
through). Paragraphs 15A-15C are added. Paragraphs 16-18 are deleted. A
heading and paragraph 16A are added. Paragraph 49 is added. Paragraphs 15B
and 16A were previously paragraphs 17 and 16, respectively, and have been
marked up solely to show changes from the pre-existing text.

Content of an interim financial report

15

15A

15B

Selected-explanatory-notes Significant events and

transactions

ﬁe{es%ehe—mest—reeeﬂ{—&nﬁ&al—repef%t—aﬂ—lﬁteﬂm—da{e entity
shall include in its interim financial report an explanation of events and
transactions that are significant to an understanding of the changes in

financial position and performance of the entity since the end of the last
annual reporting period ismere-useful. Information disclosed in relation
to those events and transactions shall update the relevant information
presented in the most recent annual financial report.

A user of an entity’s interim financial report will have access to the most
recent annual financial report of that entity. Therefore, it is unnecessary
for the notes to an interim financial report to provide relatively
insignificant updates to the information that was reported in the notes in
the most recent annual financial report.

m&ny—ef—ehese—}{ems— The followmg isa hst of events and transactlons for

which disclosures would be required if they are significant: the list is not
exhaustive.

(a) the write-down of inventories to net realisable value and the
reversal of such a write-down;
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(b) recognition of a loss from the impairment of financial assets,
property, plant and equipment, intangible assets, or other assets,
and the reversal of such an impairment loss;

(c)  the reversal of any provisions for the costs of restructuring;

(d) acquisitions and disposals of items of property, plant and
equipment;

(e) commitments for the purchase of property, plant and equipment;
(f) litigation settlements;

(g) corrections of prior period errors;

(h) féeleted} changes in the business or economic circumstances that
affect the fair value of the entity’s financial assets and financial

liabilities, whether those assets or liabilities are recognised at fair
value or amortised cost:

(i) any loan default or breach of a loan agreement that has not been
remedied on or before the end of the reporting period; and

(j)  related party transactions:;

(k) transfers between levels of the fair value hierarchy used in
measuring the fair value of financial instruments:

(1) changes in the classification of financial assets as a result of a
change in the purpose or use of those assets: and

(m) changes in contingent liabilities or contingent assets.

[contains text from pre-existing paragraph 17 marked up for
amendments]

15C Individual IFRSs provide guidance regarding disclosure requirements for
many of the items listed in paragraph 15B. When an event or transaction
is significant to an understanding of the changes in an entity’s financial
position or performance since the last annual reporting period, its
interim financial report should provide an explanation of and an update
to the relevant information included in the financial statements of the
last annual reporting period.

16-18 |[Deleted
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AMENDMENTS TO IAS 34 INTERIM FINANCIAL REPORTING

Other disclosures

In addition to disclosing significant events and transactions in
accordance with paragraphs 15-15C, Aan entity shall include the
following information, as-aminimum;in the notes to its interim financial
statements, if-material-and if not disclosed elsewhere in the interim
financial report. The information shall normally be reported on a

financial year-to-date basis. Hewever,-the-entity shall-also-disclose-any

or-H ISact 1S+ are-materiddnecessary-toanunderstandd

the eurrent interim period:

(@) a statement that the same accounting policies and methods of
computation are followed in the interim financial statements as
compared with the most recent annual financial statements or, if
those policies or methods have been changed, a description of the
nature and effect of the change. :

(b) explanatory comments about the seasonality or cyclicality of
interim operations. ;

() the nature and amount of items affecting assets, liabilities, equity,
net income or cash flows that are unusual because of their nature,
size or incidence. ;

(d) the nature and amount of changes in estimates of amounts
reported in prior interim periods of the current financial year or
changes in estimates of amounts reported in prior financial years;

period. ;

(e) issuanees issues, repurchases and repayments of debt and equity
securities. ;

(f) dividends paid (aggregate or per share) separately for ordinary
shares and other shares. ;

() the following segment information (disclosure of segment
information is required in an entity’s interim financial report only
if IFRS 8 Operating Segments requires that entity to disclose
segment information in its annual financial statements):

(i) revenues from external customers, if included in the measure
of segment profit or loss reviewed by the chief operating
decision maker or otherwise regularly provided to the chief
operating decision maker. :
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(ii) intersegment revenues, if included in the measure of segment
profit or loss reviewed by the chief operating decision maker
or otherwise regularly provided to the chief operating
decision maker. ;

(iii) a measure of segment profit or loss. :

(iv) total assets for which there has been a material change from
the amount disclosed in the last annual financial statements. ;

(v) a description of differences from the last annual financial
statements in the basis of segmentation or in the basis of
measurement of segment profit or loss. :

(vi) a reconciliation of the total of the reportable segments’
measures of profit or loss to the entity’s profit or loss before
tax expense (tax income) and discontinued operations.
However, if an entity allocates to reportable segments items
such as tax expense (tax income), the entity may reconcile the
total of the segments’ measures of profit or loss to profit or
loss after those items. Material reconciling items shall be
separately identified and described in that reconciliation. :

material events subsequent-to-the-end-of after the interim period

that have not been reflected in the financial statements for the
interim period. ;

the effect of changes in the composition of the entity during the
interim period, including business combinations, obtaining or
losing control of subsidiaries and long-term investments,
restructurings, and discontinued operations. In the case of
business combinations, the entity shall disclose the information
required by IFRS 3 Business Combinations. ;-and

[contains text from pre-existing paragraph 16 marked up for
amendments|

Effective date

49

Paragraph 15 was amended, paragraphs 15A-15C and 16A were added and
paragraphs 16-18 were deleted by Improvements to IFRSs issued in May 2010.
An entity shall apply those amendments for annual periods beginning on
or after 1 January 2011. Earlier application is permitted. If an entity
applies the amendments for an earlier period it shall disclose that fact.

© Copyright IASCF 42



AMENDMENTS TO IAS 34 INTERIM FINANCIAL REPORTING

Addition of Basis for Conclusions on
IAS 34 Interim Financial Reporting

‘ A Basis for Conclusions on IAS 34 containing paragraphs BC1-BC4 is added.

Basis for Conclusions on
IAS 34 Interim Financial Reporting

This Basis for Conclusions accompanies, but is not part of, IAS 34.

BC1

BC2

This Basis for Conclusions summarises the International Accounting
Standards Board’s considerations in amending paragraphs 15-18 of IAS 34
Interim Financial Reporting as part of Improvements to IFRSs issued in May 2010.
Those changes aim to emphasise the disclosures principles in IAS 34 and to
add further guidance to illustrate how to apply these principles.

IAS 34 was developed by the International Accounting Standards
Committee (IASC) in 1998 and did not include a Basis for Conclusions.

Significant events and transactions

BC3

BC4

In Improvements to IFRSs issued in May 2010, the Board addressed requests
for clarification of the disclosures required by IAS 34 when considered
against changes in the disclosure requirements of other IFRSs. IAS 34 was
issued by the Board’s predecessor body, IASC, in 1998. In the light of
recent improvements to disclosure requirements, many users of financial
statements asked the Board to consider whether particular disclosures
required by IFRS 7 Financial Instruments: Disclosures for annual financial
statements should also be required in interim financial statements.
IAS 34 sets out disclosure principles to determine what information
should be disclosed in an interim financial report. The Board concluded
that amending IAS 34 to place greater emphasis on those principles and
the inclusion of additional examples relating to more recent disclosure
requirements, ie fair value measurements, would improve interim
financial reporting.

As part of Improvements to IFRSs issued in May 2010, the Board deleted
paragraph 18 of IAS 34 because it repeats paragraph 10 of IAS 34 and
because the Board’s intention is to emphasise those disclosures that are
required rather than those that are not required.
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Amendment to
IFRIC 13 Customer Loyalty Programmes

| Paragraph 10A is added.

Effective date and transition

10A Paragraph AG2 was amended by Improvements to IFRSs issued in May 2010.
An entity shall apply that amendment for annual periods beginning on
or after 1 January 2011. Earlier application is permitted. If an entity
applies the amendment for an earlier period it shall disclose that fact.

Appendix
Application guidance

Paragraph AG2 is amended (new text is underlined and deleted text is struck
through).

AG2  An entity may estimate the fair value of award credits by reference to the
fair value of the awards for which they could be redeemed. The fair value
of these-awards-weould-be reducedto-take the award credits takes into
account, as appropriate:

(@) the amount of the discounts or incentives fair value-of-awards that
would otherwise be offered to customers who have not earned
award credits from an initial sale; and

(b) the proportion of award credits that are not expected to be
redeemed by customers.

If customers can choose from a range of different awards, the fair value
of the award credits will reflect the fair values of the range of available
awards, weighted in proportion to the frequency with which each award
is expected to be selected.
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AMENDMENT TO IFRIC 13 CUSTOMER LOYALTY PROGRAMMES

Amendment to Basis for Conclusions on
IFRIC 13 Customer Loyalty Programmes

‘ A heading is added after paragraph BC14 and paragraph BC14A is added.

BC14A

Measuring the fair value of award credits

In Improvements to IFRSs issued in May 2010, the Board addressed unclear
wording that could lead to divergent interpretations of the term ‘fair
value’ in the application guidance for IFRIC 13. The Board was made
aware that paragraph AG2 could be interpreted to mean that the fair
value of award credits is equal to the fair value of redemption awards
because the term ‘fair value’ is used to refer to both the value of the award
credits and the value of the awards for which the credits could be
redeemed. To address this, the Board amended paragraph AG2 and
Example 1 in the illustrative examples. The amendment clarifies that
when the fair value of award credits is measured on the basis of the value
of the awards for which they could be redeemed, the fair value of the
award credits should take account of expected forfeitures as well as the
discounts or incentives that would otherwise be offered to customers who
have not earned award credits from an initial sale.
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Amendment to illustrative examples accompanying
IFRIC 13 Customer Loyalty Programmes

Paragraph IE1 is amended (new text is underlined and deleted text is struck
through).

Example 1 — Awards supplied by the entity

IE1 A grocery retailer operates a customer loyalty programme. It grants
programme members loyalty points when they spend a specified amount
on groceries. Programme members can redeem the points for further
groceries. The points have no expiry date. In one period, the entity grants
100 points. Management estimates the fair value of groceries for which
each loyalty point can be redeemed as 1.25 currency units (CU1.25). This
amount takes into account an estimate of the discount that management

expects would otherwise be offered to customers who have not earned
award credits from an initial sale. In addition, mManagement expects

only 80 of these points to be redeemed. Therefore, the fair value of each
point is CU1, being the value of each loyalty point granted of CU1.25
reduced to take into account points not expected to be redeemed
((80 points/100 points) x CU1.25 = CU1). Accordingly, mManagement

. he fai 1 £ ench loval . ! .
{€U1);and defers recognition of revenue of CU100.

© Copyright IASCF 46



	20110216-IPSASB-Agenda Item 4-Improvements 2011 Memo-V1.pdf
	Objective of this Session
	Agenda Material
	Introduction
	The IASB’s Improvements to IFRSs issued May 2010
	Table 1: List of Amendments from the IASB’s May 2010 Improvements Project
	Part I: Proposed Deletion of the Introduction Section of IPSASs
	Part II: Proposed Objective Paragraphs for IPSASs 6–8 and IPSAS 10
	Part III: Proposed General Improvements
	Proposed Exposure Period

	Agenda Item 4.1-Table of Proposed Improvements 2011
	All IPSASs
with an
Introduction
	IPSAS 6
	IPSAS 7
	IPSAS 8
	IPSAS 10
	IPSAS 16
	IPSAS 17
	IPSAS 21

	Agenda Item 4.2-Exposure Draft 45-Improvements to IPSASs 2011
	Contents
	IPSASs Addressed
	PART I: DELETION OF INTRODUCTION
	Amendments to International Public Sector Accounting
Standard 1, Presentation of Financial Statements
	Amendments to International Public Sector Accounting
Standard 3, Accounting Policies, Changes in Estimates and Errors
	Amendments to International Public Sector Accounting
Standard 4, The Effects of Changes in Foreign Exchange Rates
	Amendments to International Public Sector Accounting
Standard 6, Consolidated and Separate Financial Statements
	Amendments to International Public Sector Accounting
Standard 7, Investments in Associates
	Amendments to International Public Sector Accounting
Standard 8, Interests in Joint Ventures
	Amendments to International Public Sector Accounting
Standard 12, Inventories
	Amendments to International Public Sector Accounting
Standard 13, Leases
	Amendments to International Public Sector Accounting
Standard 14, Events After the Reporting Date
	Amendments to International Public Sector Accounting
Standard 16, Investment Property
	Amendments to International Public Sector Accounting
Standard 17, Property, Plant, and Equipment
	Amendments to International Public Sector Accounting
Standard 22, Disclosure of Financial Information about the
General Government Sector
	Amendments to International Public Sector Accounting
Standard 23, Revenue from Non-Exchange Transactions (Taxes
and Transfers)
	Amendments to International Public Sector Accounting
Standard 24, Presentation of Budget Information in Financial
Statements
	Amendments to International Public Sector Accounting
Standard 25, Employee Benefits
	Amendments to International Public Sector Accounting
Standard 26, Impairment of Cash-Generating Assets
	Amendments to International Public Sector Accounting
Standard 27, Agriculture
	Amendments to International Public Sector Accounting
Standard 28, Financial Instruments: Presentation
	Amendments to International Public Sector Accounting
Standard 29, Financial Instruments: Recognition and Measurement
	Amendments to International Public Sector Accounting
Standard 30, Financial Instruments: Disclosures
	Amendments to International Public Sector Accounting
Standard 31, Intangible Assets

	PART II: INSERTION OF OBJECTIVE PARAGRAPH
	Amendments to International Public Sector Accounting
Standard 6, Consolidated and Separate Financial Statements
	Amendments to International Public Sector Accounting
Standard 7, Investments in Associates
	Amendments to International Public Sector Accounting
Standard 8, Interests in Joint Ventures
	Amendments to International Public Sector Accounting
Standard 10, Financial Reporting in Hyperinflationary Economies

	PART III: GENERAL IMPROVMENTS
	Amendments to International Public Sector Accounting
Standard 16, Investment Property
	Amendments to International Public Sector Accounting
Standard 17, Property, Plant, and Equipment
	Amendments to International Public Sector Accounting
Standard 21, Impairment of Non-Cash-Generating Assets


	Agenda Item-4.3-Improvements to IFRSs May 2010
	CONTENTS
	Introduction
	IFRSs addressed
	Approval by the Board of Improvements to IFRSs issued in
May 2010
	Amendments to IFRS 1 First-time Adoption of
International Financial Reporting Standards
	Amendment to Appendix D of
IFRS 1 First-time Adoption of International Financial
Reporting Standards
	Amendments to Basis for Conclusions on
IFRS 1 First-time Adoption of International Financial
Reporting Standards
	Amendments to the guidance on implementing
IFRS 1 First-time Adoption of International Financial
Reporting Standards
	Amendments to IFRS 3 Business Combinations
	Application guidance
	Appendix to amendments to IFRS 3
Amendments to other IFRSs
	Amendments to Basis for Conclusions on
IFRS 3 Business Combinations
	Amendment to illustrative examples accompanying
IFRS 3 Business Combinations
	Amendments to
IFRS 7 Financial Instruments: Disclosures
	Amendments to Basis for Conclusions on
IFRS 7 Financial Instruments: Disclosures
	Amendment to guidance on implementing
IFRS 7 Financial Instruments: Disclosures
	Amendments to
IAS 1 Presentation of Financial Statements
	Amendment to Basis for Conclusions on
IAS 1 Presentation of Financial Statements
	Transition requirements for amendments arising as a
result of IAS 27 Consolidated and Separate Financial
Statements
	Amendments to
IAS 34 Interim Financial Reporting
	Addition of Basis for Conclusions on
IAS 34 Interim Financial Reporting
	Amendment to
IFRIC 13 Customer Loyalty Programmes
	Amendment to Basis for Conclusions on
IFRIC 13 Customer Loyalty Programmes
	Amendment to illustrative examples accompanying
IFRIC 13 Customer Loyalty Programmes


