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LEGAL NOTICE 51 of 2009, as amended by Legal Nd&g&ef 2010.

1. The title of these regulations is the Accountancyile.
Profession (General Accounting Principles for SraalEntities)
Regulations.

2. The objective of these regulations is to prescribe Objective.
general accounting principles that may be adheoelyt entities
complying with all the criteria set out in regulati 4.

3. (1) In these regulations, unless the context oth&wilnterpretation.
requires:

"the Act" means the Accountancy Profession Act; Cap. 281.

"balance sheet date" means the date on which ttembe sheet
of an entity is drawn up;

"company" shall have the meaning assigned to itlie
Companies Act; Cap. 386.

"entity" or "reporting entity" means a commerciarmership as
defined in the Companies Act and any other bodypooate or Cap. 386.
unincorporate, which carries on a trade or busires$ which is
required to prepare financial statements in terthe laws of
Malta;

"financial reporting period" means the period erglion the
entity’s balance sheet date for which financialtetaents are
prepared;

"financial statements" means the statements prapasean
entity comprising the following documents:

(a) a balance sheet;

(b) an income statement and a statement of changes in
equity or in the instances permitted by the Schedul
statement of income and retained earnings;

(c) a cash flow statement; and
(d) notes to the financial statements;
"public company" shall have the meaning assigned fo the

Companies Act; Cap. 386.
"regulated market" shall have the meaning assigoeit in the
Companies Act; Cap. 386.

"security" shall have the meaning assigned to thim Companies
Act; Cap. 386.
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Scope.

Non-applicability
of Schedule.
Amended by:
L.N. 58 of 2010.

"state owned entity" means:

(a) any organ of the Government;

(b) any public authority or corporation establishedléy;
or

(c) an entity in which the Government holds, directly
indirectly, not less than fifty per cent of the wag
rights of the entity;

"the Schedule" means the Schedule to these reguatand
forming an integral part hereof.

(2) References to an "entity" or "reporting entityf these
regulations shall, in the case of an entity or repay entity
preparing consolidated financial statements in eeohSection 23
of the Schedule, be construed as referring to toeig of entities
presenting consolidated financial statements aisge economic
entity.

(3) Unless the context otherwise requires, termdusethese
regulations and which are not defined herein shalVe the
meaning assigned to them in the Act.

4. An entity shall, for financial reporting periodsding on or
after 1st January 2009, prepare financial statemanaccordance
with the general accounting principles for sma#atities set out in
the Schedule if:

(a) the Board of Directors of a company or, in theeca$
an entity other than a company, its governing bddhg
resolved to apply the Schedule for that financial
reporting period; and

(b) the entity satisfies the requirements set out in
regulation 5 for the applicability of the Schedule.

5. (1) The Schedule shall not apply to an entity -

(a) which exceeds the limits of any one of the followi
three criteria:

(i) balance sheet total: seventeen million and five
hundred thousand euro (€17,500,000), or the
equivalent thereof converted at the closing rate
of exchange on the balance sheet date;

(i) total revenue: thirty-five million euro
(€35,000,000), or the equivalent thereof
converted at the average rate of exchange for the
financial reporting period;

(iii) average number of employees during each of the
two consecutive financial reporting periods
immediately preceding the relevant financial
reporting period: two hundred and fifty;

(b) in which a member holding not less than twenty per
cent of the shares in that entity has, due to the
financial reporting requirements of such member and
not later than six months prior to the end of the
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financial reporting period for which the financial
statements are being prepared, served notice on the
entity requesting the preparation of financial
statements in accordance with generally accepted
accounting principles and practice:

Provided that where a member of an entity reaches t
twenty percent holding referred to in this paradrap
during the six month period prior to the end of the
financial reporting period, the notice requestine t
preparation of financial statements in accordanié w
generally accepted accounting principles and pcacti
may be served by the said member not later than the
earlier of:

(i) the expiry of three months from the date on
which the twenty per cent holding is reached; or

(ii) the last day of the financial reporting period:

Provided further that in the case of an entity jamépg

its financial statements in accordance with the
Schedule for the financial reporting period ending
2009, the notice requesting the preparation ofrfaial
statements in accordance with generally accepted
accounting principles and practice may be served by
the said member at any time prior to the end of the
relative financial reporting period;

(c) whose securities are listed on a regulated market;

(d) which is a guarantor of the principal or interestthe
securities of an entity referred to in paragrapf &s
referred to in the Listing Rules issued in termsttod
Financial Markets Act; Cap. 345.

(e) which is a public company;

() which is in possession of a licence or other
authorisation issued by the Malta Financial Sersice
Authority acting as the competent authority in teraf
the relevant legislation; and

(9) which is a state-owned entity and which exceedg an
two of the following three criteria:

(i) balance sheet total: four million and four
hundred thousand euro (€4,400,000), or the
equivalent thereof converted at the average rate
of exchange for the financial reporting period;

(i) total revenue: eight million and eight hundred
thousand euro (€8,800,000) or the equivalent
thereof converted at the average rate of
exchange for the financial reporting period; and

(ili) average number of employees during each of the
two consecutive financial reporting periods
immediately preceding the relevant financial
reporting period: fifty.

(2) For the purposes of sub-regulation (1):
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(a)

(b)

(c)

"balance sheet total" shall consist of all theeasseld
by an entity, including those that are current aod-
current, as defined in the Schedule; and

"total revenue" shall consist of the amounts dedivin
the ordinary course of business, from:

(i) the sale of products;
(ii) the rendering of services; and

(iii) the use by third parties of assets held by the
entity, which yield income, including but not
limited to interest, royalties, rent and dividends;
after deducting any sales rebates, value added
tax and other taxes directly linked to an entity’s
revenue.

the "average number of employees" shall be
determined as follows:

(i) in relation to whole-time employees, the
aggregate number of full weeks worked by all
the whole-time employees of the entity during
the financial reporting period, divided by the
number of full weeks comprised in that financial
reporting period and rounded off to the nearest
number; and

(i) in relation to part-time employees, the aggrega
number of hours worked by all the part-time
employees of the entity during the financial
reporting period, divided by the number of full
weeks comprised in that financial reporting
period and the resulting amount divided by forty
and rounded off to the nearest number.

(3) For the purposes of determining whether an gnhas
exceeded the criteria in sub-regulation &{() and (ii), or in the
case of state-owned entities subregulation ¢1(if and (ii),
(hereinafter the "relevant criteria") an entity Bha

(a)

for any financial reporting period ending in therjod
between the coming into force of these regulatiamd
the 31st December 2010 (hereinafter in this pamagra
referred to as "the relevant financial reporting
period"), determine whether the relevant criteréavén
been exceeded by adopting one of the following
approaches:

(i) an entity or a state-owned entity may referhe t
financial statements presented in accordance
with generally accepted accounting principles
and practice for the two consecutive financial
reporting periods immediately preceding the
relevant financial reporting period such that:

(1) an entity, other than a state-owned entity,
shall be deemed to have exceeded the
relevant criteria if in both financial
reporting periods its balance sheet total or
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total revenue exceeded the limits
established in sub-regulation (&)(i) and
(i); and

(2) a state-owned entity shall be deemed to
have exceeded the relevant criteria if in both
financial reporting periods its balance sheet
total, or total revenue, or both as the case
may be, exceeded the limits established in
sub-regulation (1Y)(i) and (ii); or

(i) an entity or a state-owned entity may compute

the assets comprising the balance sheet total,

and total revenue in accordance with the

provisions set out in the Schedule such that:

(1) an entity, other than a state-owned entity
shall be deemed to have exceeded the
relevant criteria if as at the end of the
relevant financial reporting period its
balance sheet total or total revenue for the
relevant financial reporting period exceeded
the limits established in sub-regulation
(L)(@)(i) and (ii); and

(2) a state-owned entity shall be deemed to
have exceeded the relevant criteria if as at
the end of the relevant financial reporting
period its balance sheet total, or total
revenue for the relevant financial reporting
period, or both as the case may be, exceeded
the limits established in sub-regulation
(1)(9)(i) and (ii);

(b) for financial reporting periods ending on or aftkst
January 2011, determine whether the relevant daiter
have been exceeded by referring to its financial
statements for the two consecutive financial reipgrt
periods immediately preceding the relevant finahcia
reporting period, irrespective of whether such
financial statements have been prepared in accoedan
with the Schedule or generally accepted accounting
principles and practice such that:

(i) an entity, other than a state-owned entity, khal
be deemed to have exceeded the relevant criteria
if in both financial reporting periods its balance
sheet total or total revenue exceeded the limits
established in sub-regulation (&)(i) and (ii);
and

(i) a state-owned entity shall be deemed to have
exceeded the relevant criteria if in both financial
reporting periods its balance sheet total, or total
revenue, or both as the case may be, exceeded
the limits established in sub-regulation @)({)
and (ii).

(4) In the case of the first financial reporting jper of an
entity, the entity shall determine whether the vale criteria have
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been exceeded by computing the assets comprisiadéhance
sheet total, and total revenue for the first finmahceporting period
in accordance with the Schedule such that:

(&) an entity, other than a state-owned entity, sl
deemed to have exceeded the relevant criteria dtas
the end of the first financial reporting period its
balance sheet total or total revenue for the releva
financial reporting period exceeded the limits
established in sub-regulation (&)(i) and (ii); and

(b) a state-owned entity shall be deemed to have @baxkbe
the relevant criteria if as at the end of the first
financial reporting period its balance sheet tota,
total revenue for the relevant financial reporting
period, or both as the case may be, exceededrttitsli
established in sub-regulation (§)(i) and (ii).

(5) For the purposes of this regulation, where aalficial
reporting period is shorter or longer than one ndbr year, the
total revenue generated during that financial répgrperiod shall
be deemed to be the amount arrived at by dividirggtotal revenue
figure generated in that financial reporting perlmdthe number of
months in that financial reporting period, and nipilging that
number by twelve.

(6) Where an entity exceeds the relevant criteriat tantity
may opt to present its financial statements in adance with the
Schedule for a financial reporting period (hereteafthe "new
period") if the entity ceases to exceed the relé¢aiieria for the
two consecutive financial reporting periods immeein preceding
the new period.

(7) Where an entity has prepared its financial stegiets in
accordance with the Schedule for a financial reipgrperiod, but
has prepared its latest financial statements inf@ionity with
generally accepted accounting principles and pcactor a reason
other than exceeding the relevant criteria, thaitgmay opt to
present its financial statements in accordance whth Schedule
provided:

(a) it does not exceed the relevant criteria for the
preceding two consecutive financial reporting pdsio
and

(b) five financial reporting periods elapse since the
balance sheet date of the financial reporting gkrio
which the entity last prepared financial statemdnts
accordance with the Schedule.
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SCHEDULE
(Regulation 4)
General Accounting Principles for Smaller Entities
Section 1: Citation and objective

1.1 The title of this schedule is the General Acamm Principles for Smaller
Entities (GAPSE).

1.2 The objective of GAPSE is to ensure that repgrentities or groups falling
within its scope provide in their financial statem& information about the financial
position, financial performance and cash flowshd entity or group that is useful to
users in assessing the stewardship of managemeahf@anmaking economic
decisions, recognising that the balance betweensaiseeeds in respect of
stewardship and economic decision-making for egditbr groups falling within its
scope is different from that for other reportingigas or groups.

Section 2: Interpretation

2.1 The terms "GAPSE", "these Principles", "this &thle" and "General
Accounting Principles for Smaller Entities" all exfto the general accounting
principles for smaller entities set out in the Sdhke to these regulations and
forming an integral part hereof.

2.2 Most terms used in these Principles are defimedegulation 3 and in
various relevant Sections of this Schedule. Ne#etts terms that are not so defined
shall have the following meaning, unless the contgkerwise requires:

(a) "Amortisation" means the systematic allocation thie depreciable
amount of an asset over its useful life.

(b) "Carrying amount” refers to the amount at whichasset or liability is
recognised in the balance sheet.

(c) "Cash flows" means inflows and outflows of casld @ash equivalents.

(d) "Class of assets" means a grouping of assetssahdar nature and use
in an entity’s operations.

(e) "Closing rate of exchange" is the spot exchange itaetween two
currencies at the balance sheet date.

(f) "Depreciable amount" is the cost of an asset, ¢theo amount
substituted for cost (in the financial statements3s its residual value.

(g) "Depreciation” means the systematic allocation tbé depreciable
amount of an asset over its useful life.

(h) "Derecognition" is the removal of a previously ognised asset or
liability from an entity’s balance sheet.

(i) "Economic life" is either -
(i) the period over which an asset is expected toebenomically
useable by one or more users; or

(i) the number of production or similar units exped to be obtained
from the asset by one or more users.

(i) "Employee benefits" refers to all forms of consiatéon given by an
entity in exchange for service rendered by emplsyee

(k) "Fair value" is the amount for which an asset dobk exchanged, a
liability settled, or an equity instrument granteduld be exchanged,
between knowledgeable, willing parties in an arfeisgth transaction.
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)

(m)
(n)
(0)
(p)

(@

(s)
(t)

(u)

v)

(w)

()

)

"Fellow subsidiary” is an entity which is undernamon control with
the reporting entity.

"Finance costs" means interest and other costsried by an entity in
connection with the borrowing of funds.

"Goodwill" means future economic benefits arisiingm assets that are
not capable of being individually identified andpaeately recognised.

"Impracticable": applying a requirement is impraable when the
entity cannot apply it after making every reasoeadffort to do so.

"Measurement” is the process of determining thenetary amounts at
which the elements of the financial statementstarke recognised and
carried in the balance sheet and income statement.

"Minority interest" refers to that portion of thgrofit or loss and net
assets of a subsidiary attributable to equity ie¢és that are not owned,
directly or indirectly through subsidiaries, by tharent.

"Present value" is a current estimate of the preséscounted value of
the future net cash flows in the normal course udibess.

"Probable" means more likely than not.

"Profit" is the residual amount that remains afexpenses have been
deducted from income.

"Reporting date" (sometimes also referred to addbce sheet date”) is
the end of the latest financial reporting periodvex@d by financial
statements.

"Reporting period" (sometimes also referred to"fsancial reporting
period") refers to a period, ending on the entitygporting date, for
which financial statements have been prepared.

"Residual value" (of an asset) is the estimatedwam that an entity
would currently obtain from disposal of an assdteradeducting the
estimated costs of disposal, if the asset wereadireof the age and in
the condition expected at the end of its usefu. lif

"Useful life" (Section 14) means the estimated agmmg period, from
the commencement of the lease term, without lirotatoy the lease
term, over which the economic benefits embodiedtlir asset are
expected to be consumed by the entity.

"Useful life" (Sections 7, 11, 12 and 22) meanhei:

(i) the period over which an asset is expected t@avalable for use
by the entity; or

(i) the number of production or similar units exped to be obtained
from the asset by the entity.

Section 3: Concepts and pervasive principles

3.1 The scope of this Section is to deal with:

(a)
(b)

(c)

the objective of financial statements and the ulyileg assumptions;

the qualitative characteristics that determine theefulness of
information in financial statements; and

the definition and recognition of the elementdiofncial statements.

Objective of financial statements and underlyinguasptions
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3.2 The objective of financial statements preparaden GAPSE is to provide
information about an entity’s:

(a) financial position,
(b) financial performance, and

(c) ability to generate cash and cash equivalents ihatseful to a wide
range of users in assessing the stewardship of geamant and for
economic decision-making.

3.3 In order to meet their objective, financial staents (with the exception of
cash flow information) shall be prepared on theraatbasis of accounting. Under
this basis, the effects of transactions and othents giving rise to assets, liabilities,
equity, income or expenses are recognised whendbeyr, rather than when cash or
its equivalent is received or paid, and hence tasyrecorded in the accounting
records and reported in the financial statementtheffinancial reporting periods to
which they relate.

3.4 The entity shall be presumed to be carrying osifess as a going concern.
The financial statements shall be prepared onlthiss unless management either
intends to liquidate the entity or to cease tradiomit has no realistic alternative but
to do so. When management is aware, in making stseasment, of material
uncertainties related to events or conditions thay cast significant doubt upon the
entity’s ability to continue as a going concermgh uncertainties shall be disclosed.
When financial statements are not prepared on aggodoncern basis, that fact shall
be disclosed, together with the basis on whichfthancial statements are prepared
and the reason why the entity is not regarded gsilag concern. Where the period
considered by management in making its assessmfetiteoentity’s ability to
continue as a going concern has been limited teréogd of less than twelve months
from the balance sheet date, that fact shall beldsged. The financial statements
shall not be prepared on a going concern basisaiiagement determines after the
balance sheet date either that it intends to ligtédhe entity or to cease trading, or
that it has no realistic alternative but to do so.

Qualitative characteristics of information in finaial statements

3.5 Qualitative characteristics are the attributbattmake the information
provided in financial statements useful to users.

3.6 Understandability - The information providedfinancial statements should
be presented in a way that makes it comprehensiplesers who have a reasonable
knowledge of business and economic activities armbanting and a willingness to
study the information with reasonable diligence.wWhover, the need for
understandability does not allow relevant inforroatto be omitted on the grounds
that it may be too difficult for some users to urstand.

3.7 Relevance - The information provided in finahcs&datements must be
relevant to the decision-making needs of usersordmfation has the quality of
relevance when it influences the economic decisiohasers by helping them
evaluate past, present or future events or confignior correcting, their past
evaluations.

3.8 Materiality - Information is material if its oggion or misstatement could
influence the economic decisions of users madehmnhtasis of the financial
statements. Materiality depends on the size ofiteen or error judged in the
particular circumstances of its omission or misetaent. However, it is
inappropriate to make, or leave uncorrected, immaltt&epartures from GAPSE to
achieve a particular presentation of an entity'safincial position, financial
performance or cash flows.
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3.9 Reliability - The information provided in finaia statements must be
reliable. Information is reliable when it is freeofn material error and bias and
represents faithfully that which it either purpotesrepresent or could reasonably be
expected to represent. Financial statements aré&@etfrom bias if, by the selection
or presentation of information, they are intendedrifluence the making of a
decision or judgement in order to achieve a predeteed result or outcome.

3.10 Substance over form - Transactions and othentsvand conditions should
be accounted for and presented in accordance Wil substance and economic
reality and not merely their legal form. This enbas the reliability of financial
statements.

3.11 Prudence - The uncertainties that inevitablyraund many events and
circumstances are acknowledged by the disclosutbeaif nature and extent and by
the exercise of prudence in the preparation offthencial statements. Prudence is
the inclusion of a degree of caution in the exezod$ the judgements needed in
making the estimates required under conditionsrafeutainty, such that assets or
income are not overstated and liabilities or exgsnare not understated. However,
the exercise of prudence does not allow the dediteeunderstatement of assets or
income, or the deliberate overstatement of liaigitor expenses. In short, prudence
does not permit bias.

3.12 Completeness - To be reliable, the informatiofinancial statements must
be complete within the bounds of materiality andtcoAn omission can cause
information to be false or misleading and thus lialbde and deficient in terms of its
relevance.

3.13 Comparability - Users must be able to compaeefinancial statements of
an entity through time in order to identify trendsits financial position and
performance. Users must also be able to compardittencial statements of
different entities in order to evaluate their rélatfinancial position, performance
and cash flows. Hence, the measurement and disglaélye financial effect of like
transactions and other events and conditions mestaloried out in a consistent way
throughout an entity and over time for that entélyd in a consistent way for
different entities. In addition, users must be imh@d of the accounting policies
employed in the preparation of the financial stataeis, and of any changes in those
policies and the effects of such changes.

3.14 Timeliness - To be relevant, financial inforinatmust be able to influence
the economic decisions of users. Timeliness invelgeoviding the information
within the decision time frame. If there is unduelay in the reporting of
information it may lose its relevance. Managemealymeed to balance the relative
merits of timely reporting and the provision ofieddle information. In achieving a
balance between relevance and reliability, the ndarg consideration is how best
to satisfy the needs of users in making economaisiens.

3.15 Balance between benefit and cost - The bendé&tsved from information
should exceed the cost of providing it. The evailomtof benefits and costs is
substantially a judgemental process. Furthermdre costs are not necessarily borne
by those users who enjoy the benefits. In appldrmsts and benefits test, an entity
should understand that the benefits of the infoioraimay also be enjoyed by a
broad range of external users.

True and fair view

3.16 Preparation of financial statements in accocdawith these Principles is
presumed to result in financial statements whichega true and fair view of the
financial position, financial performance and célslws of an entity.
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3.17 The balance sheet shall give a true and faw\f the financial position of
the entity as at the end of the financial reportpagiod; the income statement shall
give a true and fair view of the financial perfornca of the entity for the financial
reporting period; and the cash flow statement shalé a true and fair view of the
entity’s cash flows during the financial reportipgriod. Transactions and other
events and conditions should be accounted for aedgnted within items in the
income statement and balance sheet in accordante their substance and
economic reality and not merely their legal forno. determine the substance of a
transaction it is necessary to identify whether ttemsaction has given rise to new
assets or liabilities for the reporting entity antiether it has changed the entity’s
existing assets or liabilities.

3.18 The application of the qualitative charactécstand appropriate Sections
within these Principles normally results in finaalkcstatements that convey a true
and fair view. However, if in extremely rare circatances an entity’s management
concludes that compliance with any of the requiratseof these Principles is
inconsistent with the requirement to give a trud &ar view, an entity shall depart
from that requirement to the extent necessary ve gitrue and fair view. Particulars
of the departure, the reasons for it and its effmecist be given in a note to the
financial statements as follows:

(a) a statement that there has been a departure thhenrequirements of
GAPSE and that the departure is necessary to gtmeeaand fair view;

(b) an explanation of the nature of the departure;

(c) a statement of the treatment that GAPSE would madisnrequire and a
description of the treatment adopted;

(d) a statement of the reasons why the treatment ghestwould not give
a true and fair view; and

(e) a description of how the amounts and disclosuhesvs in the financial
statements is different as a result of the departurormally with
guantification, except where:

(i) quantification is already evident in the finaakistatements
themselves; or

(i) the effect cannot be reasonably quantifiedwimich case an entity
shall explain the circumstances.

3.19 Where a departure continues in subsequent diabnstatements, the
disclosures shall be made in all subsequent firlmstatements and shall include
comparative amounts for the previous financial réipg period. Where a departure
affects only the comparative amounts, only the thsares required by sub-
paragraphsd) and @) of the preceding paragraph shall be given forsiéo
comparative amounts.

3.20 Where the application of the requirements esthPrinciples would not be
sufficient to give a true and fair view within thmeeaning of paragraph 3.17,
additional information must be given.

The elements of financial statements

3.21 Financial statements portray the financial @Beof transactions and other
events by grouping them into broad classes accaydimtheir economic
characteristics. These broad classes are termedl¢ngents of financial statements,
which term includes assets, liabilities, equit}gdme and expenses. Paragraphs 3.22
- 3.30 define these elements.

3.22 The elements directly related to the measur¢érmefinancial position are
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assets, liabilities and equity.

3.23 An asset is a resource controlled by the ertity result of past events and
from which future economic benefits are expectediao to the entity. The future
economic benefit embodied in an asset is the paaeta contribute, directly or
indirectly, to the flow of cash and cash equivasetut the entity, for example through
use in the entity’s operating activities, or thrdugonvertibility to cash and cash
equivalents, or through its capability to reducsltautflows.

3.24 A liability is a present obligation of the dgtiarising from past events, the
settlement of which is expected to result in anflout from the entity of resources
embodying economic benefits. An essential charastierof a liability is that the
entity has a present, rather than a future, obilbgatA present obligation therefore
arises from past transactions or other past evdhtseover, the settlement of the
present obligation usually involves the entity gigiup resources embodying
economic benefits, such as the payment of cashstea of other assets, provision of
services, replacement of that obligation with amsthbligation, or conversion of
that obligation to equity.

3.25 Equity is the residual interest in the asséthe entity after deducting all its
liabilities. However it may be sub-classified inetlhalance sheet, for example in
funds contributed by shareholders, retained eamargl other reserves.

3.26 Profit is frequently used as a measure of atityen performance. The
elements directly related to the measurement ofitpaoe income and expenses.

3.27 Income is increases in economic benefits dutimg financial reporting
period in the form of inflows or enhancements o$ets or decreases of liabilities
that result in increases in equity, other than thoslating to contributions from
equity participants.

3.28 The definition of income encompasses both regeeand gains. Revenue
arises in the course of the ordinary activitiesaof entity and is referred to by a
variety of different names including sales, feeggerest, dividends, royalties and
rent. Gains represent other items that meet thandefn of income in paragraph
3.27 and may, or may not, arise in the course efdtdinary activities of an entity.
Gains include, for example, those arising on thepdsal of non-current assets or
from increases in their carrying amounts.

3.29 Expenses are decreases in economic benefitsgdiire financial reporting
period in the form of outflows or depletions of assor incurrences of liabilities that
result in decreases in equity, other than thosatied to distributions to equity
participants.

3.30 The definition of expenses encompasses lossesetl as those expenses
that arise in the course of the ordinary activittdghe entity. The latter include, for
example, cost of sales, wages and depreciationy Tiseally take the form of an
outflow or depletion of assets such as cash and egaivalents, inventory, property,
plant and equipment. Losses represent other itdmas meet the definition of
expenses in paragraph 3.29 and may, or may nate amithe course of the ordinary
activities of the entity. Losses include, for exdephose resulting from disasters
such as fire and flood, those arising on the diapo$ non-current assets, and those
unrealised losses arising from the effects of iases in the rate of exchange for a
foreign currency in respect of the borrowing ofeattity in that currency.

Recognition of the elements of financial statements

3.31 Recognition is the process of incorporatinghia balance sheet or income
statement an item that meets the definition of l@ment and satisfies the following
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criteria:

(a) itis probable that any future economic benefgasated with the item
will flow to or from the entity;

(b) the item has a cost or value that can be measwlebly.

3.32 An asset is recognised in the balance sheenvithés probable that the
future economic benefits will flow to the entitydthe asset has a cost or value that
can be measured reliably. An asset is not recoghiseghe balance sheet when
expenditure has been incurred for which it is cdaséd improbable that economic
benefits will flow to the entity beyond the currdimiancial reporting period. Such a
transaction would therefore be recognised as aems@in the income statement.

3.33 A liability is recognised in the balance shedten it is probable that an
outflow of resources embodying economic benefitd reisult from the settlement of
a present obligation and the amount at which thitlsment will occur can be
measured reliably.

3.34 Income is recognised in the income statemergnadin increase in future
economic benefits related to an increase in antawsa decrease of a liability has
arisen that can be measured reliably. This meamgffect, that recognition of
income occurs simultaneously with the recognitidnirocreases in assets or
decreases in liabilities.

3.35 Expenses are recognised in the income statewieenh a decrease in future
economic benefits related to a decrease in an assah increase of a liability has
arisen that can be measured reliably. This meamgffiect, that recognition of
expenses occurs simultaneously with the recognidioan increase in liabilities or a
decrease in assets. Expenditure incurred on assatgenerate economic benefits
over several financial reporting periods is normabdcognised as an expense in the
income statement on the basis of systematic andn@tallocation procedures. This
is often necessary in recognising the expensescagsd with the using up of assets
such as property, plant and equipment, patentsteattkmarks; in such cases the
expense is referred to as depreciation or amoitisaAn expense is also recognised
immediately in the income statement when an expendiproduces no future
economic benefits or when, and to the extent thatire economic benefits do not
qualify, or cease to qualify, for recognition inetlbalance sheet as an asset. An
expense is also recognised in the income statemeahbse cases when a liability is
incurred without the recognition of an asset.

3.36 The requirements for recognising and measuaisggets, liabilities, income
and expenses in these Principles are based ongeevarinciples that are identified
in paragraphs 3.21 - 3.35 of this Section. In theemce of a requirement in GAPSE
that applies specifically to a transaction or otbeent or condition, paragraph 5.5
establishes a hierarchy for an entity to followdaciding on the appropriate
accounting policy in the circumstances. The secbtamel of that hierarchy
(paragraph 5.91)) requires an entity to consider the pervasiveoggition and
measurement principles set out in paragraphs 32385 and paragraph 3.38 of this
Section.

Derecognition of the elements of financial statetaen

3.37 After an asset or liability is recognised ore thalance sheet, it shall be
derecognised if, and to the extent that, it is onder probable that any future
economic benefits associated with the item willflto or from the entity.

Measurement of the elements of financial statements
3.38 Measurement is the process of determining thaatary amounts at which
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assets, liabilities, income and expenses are toelsegnised and carried in the
balance sheet and income statement. Measuremealvas/the selection of a basis
of measurement. These Principles specify which mesasent basis an entity shall
use for many types of assets, liabilities, incomd axpenses. In the absence of a
requirement in GAPSE that applies specifically toransaction or other event or
condition, an entity shall have regard to measuminbmses for similar assets,
liabilities, income and expenses when determiniranetary amounts at which such
transactions, other events or conditions are tarbgally and subsequently
measured.

Section 4: Presentation of financial statements

4.1 A complete set of financial statements comprises
(a) a balance sheet;
(b) an income statement;
(c) a statement of changes in equity;

(d) a statement of income and retained earnings indie(b) and €), where
permitted;

(e) a cash flow statement; and
(f) notes to the financial statements.

4.2 The financial statements shall be identifiedadlie and distinguished from
other information in the same published documend aach component of the
financial statements shall be identified clearly. dddition, the following
information shall be displayed prominently, andeafed when it is necessary for a
proper understanding of the information presented:

(a) the name of the reporting entity and any changésmame since the
end of the preceding financial reporting period;

(b) whether the financial statements cover the indigidentity or a group
of entities;

(c) the date of the end of the financial reporting iperor the period
covered by the financial statements, whicheverpprapriate to that
component of the financial statements;

(d) the presentation currency, as defined in Secti@roflthese Principles;
and

(e) the level of rounding, if any, used in presentargounts in the financial
statements.

4.3 An entity that is permitted to apply GAPSE ircaaance with regulation 5,
and that opts to apply these Principles, shall pnésa complete set of financial
statements (including comparative information) eddt annually. When the end of
an entity’s financial reporting period changes dhd annual financial statements
(including comparatives) are presented for a petaodjer or shorter than one year,
the entity shall disclose:

(a) that fact;
(b) the reason for using a longer or shorter periodt a

(c) the fact that comparative amounts for the incorsesnent, statement
of changes in equity, statement of income and metdiearnings (if
presented), cash flow statement and related notesnat entirely
comparable.
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4.4 An entity shall retain the presentation and sifdsation of items in the
financial statements from one financial reportiregipd to the next unless:

(a) itis apparent, following a significant changetie nature of the entity’s
operations or a review of its financial statementbat another
presentation or classification would be more appiadp having regard
to the criteria for the selection and applicatidraocounting policies; or

(b) these Principles require a change in presentation.

4.5 When the presentation or classification of itdmshe financial statements
is changed, an entity shall reclassify comparadw®unts unless the quantification
of that reclassification is impracticable. When gamative amounts are reclassified,
an entity shall disclose:

(a) the nature of the reclassification;
(b) the amount of each item or class of items thae@dassified; and
(c) the reason for the reclassification.

4.6 When it is impracticable to quantify the amowtthe reclassification, an
entity shall disclose:

(a) the reason for not reclassifying the amounts; and

(b) the nature of the adjustments that would be rexgljivere the amounts
able to be determined and reclassified.

4.7 Comparative amounts for the previous financegdarting period shall be
shown for every item presented in the financialtshaents and notes thereto.
Comparative information shall be included for néim@ and descriptive information
when it is relevant to an understanding of the entrfinancial reporting period’s
financial statements. Where there is no amounteashown for an item for the
current financial reporting period but a comparatamount can be shown for the
previous period, the comparative amount shall bewsh Where a comparative
amount is not comparable with that for the currégmancial reporting period for the
reason contemplated in paragraphs 5.7 - 5.9 ofetfmciples, it shall be adjusted
and particulars of the adjustment and the reason# Ehall be disclosed in a note to
the financial statements. Comparative amounts ateequired to be disclosed in
relation to any amounts stated in the notes tofithencial statements for the items
listed below:

(a) areconciliation of the carrying amount of proyeglant and equipment
and investment property at the beginning and endthef financial
reporting period as required by sub-paragrdplof(paragraph 7.26, and
paragraph 8.14 (by virtue of a reference to theuigments of
paragraph 7.26), respectively of these Principles;

(b) a reconciliation of the carrying amount of intalblgi assets at the
beginning and end of the financial reporting perasdrequired by sub-
paragraphd) of paragraph 11.17 of these Principles;

(c) areconciliation of the carrying amount of goodveil the beginning and
end of the financial reporting period as requirgdparagraph 22.20 of
these Principles;

(d) a reconciliation of the carrying amount of eachsd of investment at
the beginning and end of the financial reportingipe as required by
subparagraphbj of paragraph 9.19 of these Principles; and

(e) a reconciliation of the carrying amount of finaalciassets at the
beginning and end of the financial reporting perasdrequired by sub-
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paragraphlf) of paragraph 18.18 of these Principles.

4.8 An entity shall present separately each matedizds of similar items. An
entity shall present separately items of a disgmilature or function unless they are
immaterial. Omissions or misstatements of items maerial if they could,
individually or collectively, influence the econoenilecisions of users taken on the
basis of the financial statements. Materiality degeon the size and nature of the
omission or misstatement judged in the surroundilgumstances. The size or
nature of the item, or a combination of both, colbidthe determining factor.

4.9 An entity shall not offset assets and liabiBtieor income and expenses,
unless required or permitted by these Principles.

4.10 An entity’s financial statements shall complithwthe requirements set out
in this Section as to their form and content.

Balance Sheet

4.11 The balance sheet presents an entity’s adsigities and equity at a point
in time.

4.12 The following items shall be shown separateatytioe face of the balance
sheet, in the order indicated, and under the hegsdamd sub-headings listed below.
Items preceded by Arabic numerals may be combinetku their respective sub-
heading when they are immaterial for the purpoddbl@financial statements giving
a true and fair view, or such combination makesdogater clarity, in which latter
case the items combined shall be dealt with sepfrdh the notes. The layout,
nomenclature and terminology of items in the bakasbeet that are preceded by
Arabic numerals may be amended according to theneatdf the entity and its
transactions to provide information that is reletvam an understanding of the
entity’s financial position.

In respect of each item an entity also needs tavsthe corresponding amount for
the preceding financial reporting period. Unleserthis a corresponding item that
needs to be shown, an entity shall not show any iisted below for which there is
no amount for the current period.

ASSETS
Non-current assets
l. Intangible assets
1. Development costs

2. Concessions, patents, licences, trade marks iamiths rights and assets, if
they were acquired for valuable consideration

3. Payments on account
Il.  Property, plant and equipment
1. Land and buildings
Plant and machinery
3. Other fixtures and fittings, tools and equipment
Payments on account and tangible assets in thiese®f construction
I1l.  Investment property

IV. Financial assets (Investments accounted for undectiBn 9 should be
disclosed separately in the notes)
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1. Investments in subsidiaries, associates andlyoauntrolled entities
2. Loans to subsidiaries, associates and jointhytrodled entities
3. Other non-current investments (other than loans)
4. Other loans
V.  Trade and other receivables
1. Trade receivables
2. Amounts owed by subsidiaries, associates andlyotontrolled entities
3.  Other receivables
4. Prepayments and accrued income
VI. Current tax receivable

VIl. Subscribed capital called but not paid
VIIl. Deferred tax assets

IX. Goodwill

Current assets

l. Inventories

Raw materials and consumables
Work in progress

Finished goods and goods for resale

P DR

Payments on account
II.  Trade and other receivables
Trade receivables
Amounts owed by subsidiaries, associates andlyocontrolled entities
3.  Other receivables
Prepayments and accrued income
[1l.  Current tax receivable
IV. Subscribed capital called but not paid

V.  Financial assets (Investments accounted for undectiBn 9 should be
disclosed separately in the notes)

1. Shares in subsidiaries, associates and jointhtrotied entities
2. Other current investments
VI. Cash and cash equivalents

EQUITY AND LIABILITIES

Equity

l. Share capital
I[I.  Share premium account
[Il.  Revaluation reserve
IV. Other reserves
1. Capital redemption reserve
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2. Other reserves
Retained earnings
VI.  Minority interest
Non-current liabilities
l. Long-term borrowings
Debenture loans, showing convertible loans sdphra
Bank loans
Bills of exchange payable
Amounts owed to subsidiaries, associates andlyogdontrolled entities

o s~ DN e

Other long-term borrowings
I[I.  Trade and other payables

=

Trade payables
Payments received on account of orders
3. Other creditors
Accruals and deferred income
I1l. Deferred tax liabilities
IV. Provisions
1. Provisions for employee benefits and similar gations
2. Other provisions
Current liabilities

Short-term borrowings

Debenture loans, showing convertible loans sdéphra

Bank loans and overdrafts

Bills of exchange payable

Amounts owed to subsidiaries, associates andlyooontrolled entities

A A

Other short-term borrowings
[I.  Trade and other payables

=

Trade payables

Payments received on account of orders

Other creditors

Accruals and deferred income

[1l.  Current tax payable

IV. Provisions

1. Provisions for employee benefits and similar gations
2. Other provisions

4.13 The face of the balance sheet shall also irclitk items that present the
following amounts (if applicable):
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(a) the total of assets classified as held for sald amsets included in
disposal groups classified as held for sale in ed@oce with Section 24
of these Principles; and

(b) liabilities included in disposal groups classified held for sale in
accordance with Section 24.

4.14 An entity shall present additional line iterhgadings and subtotals on the
face of the balance sheet when such presentatioglégant to an understanding of
the entity’s financial position. Additional lineeiins are also included when the size,
nature or function of an item or aggregation of dé@mitems is such that separate
presentation is relevant to an understanding ofethigty’s financial position. The
judgment on whether additional items are presergeplarately is based on an
assessment of:

(a) the nature and liquidity of assets;
(b) the function of assets within the entity; and
(c) the amounts, nature and timing of liabilities.

4.15 An entity shall present current and non-curiEsgets, and current and non-
current liabilities, as separate classificationstba face of its balance sheet in
accordance with paragraphs 4.16 and 4.17, excephvehpresentation based on
liquidity provides information that is reliable andore relevant. When that
exception applies, all assets and liabilities shalbresented in order of approximate
liquidity.

4.16 An entity shall classify an asset as curren¢nvh

(a) it expects to realise the asset, or intends tb aetonsume it, in the
entity’s normal operating cycle;

(b) it holds the asset primarily for the purpose aiftting;

(c) it expects to realise the asset within twelve nhenafter the end of the
reporting period; or

(d) the asset is cash or a cash equivalent, unlessrétstricted from being
exchanged or used to settle a liability for at tetagelve months after
the end of the reporting period.

An entity shall classify all other assets as nonrent. When the entity’s normal
operating cycle is not clearly identifiable, itsrdtion is assumed to be twelve
months.

4.17 An entity shall classify a liability as curremhen:
(a) it expects to settle the liability in the entityi®rmal operating cycle;
(b) it holds the liability primarily for the purposd trading;

(c) the liability is due to be settled within twelveomths after the end of
the reporting period; or

(d) the entity does not have an unconditional rightléder settlement of the
liability for at least twelve months after the eofdthe reporting period.

An entity shall classify all other liabilities a®m-current.
Income statement

4.18 All items of income and expense recognisechmfinancial statements for
the period shall be included in the income statethanless they are specifically
permitted or required to be taken directly to remsr by these Principles or by
applicable legislation, in which case they shallibeluded in the statement of
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changes in equity. These Principles provide diffiergeatment for the following,
amongst others:

(a) the effects of corrections of errors and changeadcounting policies
are presented as adjustments of prior periods¢ora@nce with Section
5 rather than as part of profit or loss in the pdrin which they arise;
and

(b) revaluation surpluses (see Section 7) and somesgaid losses arising
on translating the financial statements of a fomeigperation (see
Section 19) are reported directly in equity, rathiean as part of profit
or loss, when they arise.

4.19 The items prescribed in paragraph 4.20 shashmsvn separately on the face
of the income statement, in the order indicateemid preceded by Arabic numerals
may be combined when they are immaterial for theppses of the financial
statements giving a true and fair view, or such boration makes for greater clarity,
in which latter case the items combined are dedh weparately in the notes. The
layout, nomenclature and terminology of items ie thcome statement that are
preceded by Arabic numerals may be amended acaptdinhe nature of the entity
and its transactions to provide information thatdkevant to an understanding of the
entity’s financial performance.

In respect of each item an entity also needs tavsthe corresponding amount for
the preceding financial reporting period. Unleserthis a corresponding item that
needs to be shown, an entity shall not show any iisted below for which there is
no amount for the current period.

4.20 An entity shall present an analysis of expensgsg a classification based
on either the nature of expenses or their functiathin the entity, whichever
provides information that is reliable and more velet. Entities are encouraged, but
not required, to present this analysis on the f#cthe income statement.

The ‘function of expense’ method classifies expsnaecording to their function
as part of cost of sales or, for example, the costdistribution or administrative
activities. An entity that adopts a classificatiosing the ‘function of expense’
method presents the following items (which may lmenbined or amended as
appropriate in accordance with paragraph 4.19 e$¢hPrinciples), preferably on the
face of the income statement:

1. Revenue

2. Cost of sales (after taking into account any seaey provisions for
depreciation, amortisation and impairment of agsets

3. Gross profit or loss

4, Distribution costs (after taking into account amgcessary provisions for
depreciation, amortisation and impairment of agsets

5.  Administrative expenses (after taking into acdoamy necessary provisions
for depreciation, amortisation and impairment ofets)

6. Otherincome
7.  Other expenses
8. Income from investments (as defined in paragraih

9.  Other interest receivable and similar income lwat separate indication of
that derived from subsidiaries, associates andljpgontrolled entities)

10. Interest payable and similar charges (with aasse indication of the
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amount payable to subsidiaries, associates antlyaiontrolled entities)

11. Income from subsidiaries, associates and jointlgntrolled entities
accounted for under the cost method and recognisedcordance with paragraph
10.13

12. Share of profit or loss of subsidiaries, ass®siaand jointly controlled
entities accounted for under the equity method mubgnised in accordance with
paragraph 10.15

13. Profit or loss before tax

14. Tax on profit or loss

15. Profit or loss for the period from continuingevptions
16. Profit or loss for the period from discontinuggerations
17. Profit or loss for the period

The ‘nature of expense’ method aggregates expeimstwe income statement
according to their nature (for example, depreciatipurchases of materials,
transport costs, employee benefits and advertisogfs), and are not reallocated
among various functions within the entity. An egtthat adopts a classification
using the ‘nature of expense’ method presents thlewing items (which may be
combined or amended as appropriate in accordante paragraph 4.19 of these
Principles), preferably on the face of the incortetement:

1. Revenue

2. Other income

3. Changes in inventories of finished goods and worgrogress
4. Raw materials and consumables used

5. Employee benefits expense (with separate discéostithe total amount for
Wages and salaries, and the total amount for Seealirity costs given in the notes
as required by paragraph 4.Bp\

6 Depreciation and amortisation expense
7.  Other expenses
8 Income from investments (as defined in paragragh

9.  Other interest receivable and similar income lwat separate indication of
that derived from subsidiaries, associates andlputontrolled entities)

10. Interest payable and similar charges (with aas®e indication of the
amount payable to subsidiaries, associates antlyaiontrolled entities)

11. Income from subsidiaries, associates and jointlgntrolled entities
accounted for under the cost method and recogriis@tcordance with paragraph
10.13

12. Share of profit or loss of subsidiaries, assesiaand jointly controlled
entities accounted for under the equity method mubgnised in accordance with
paragraph 10.15

13. Profit or loss before tax

14. Tax on profit or loss

15. Profit or loss for the period from continuingevptions
16. Profit or loss for the period from discontinuggerations
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17. Profit or loss for the period

4.21 If an entity prepares consolidated financiatements, it shall disclose
separately the following items on the face of theome statement as allocations of
profit or loss for the period:

(a) profit or loss attributable to minority interestnd
(b) profit or loss attributable to equity holderfstbe parent.
4.22 An entity shall present additional line iterhgadings and subtotals on the

face of the income statement when such presentaioglevant to an understanding
of the entity’s financial performance.

4.23 An entity shall disclose separately, either the face of the income
statement or in the notes, the nature and amountadérial components of income
and expense. Such disclosures shall include:

(a) write-downs of inventories to net realisable valaed the reversal of
such write-downs;

(b) write-downs of property, plant and equipment teaeerable amount,
and the reversal of such write-downs;

(c) restructurings of the activities of an entity amdversals of any
provisions for the costs of restructuring;

(d) disposals of items of property, plant and equiptnen

(e) disposals of investment property;

(f) disposals of investments;

(g) litigation settlements; and

(h) the reversal of other provisions.

4.24 Entities classifying expenses by function shdifclose the amounts of
depreciation and amortisation expense, and emplbgeefits expense, recognised
in the income statement for the period.

4.25 The remuneration of the entity’s auditors, utihg sums paid in respect of
expenses, shall be disclosed in a note to the firsdrstatements. The nature and
estimated monetary value of any benefits in kindllsalso be stated.

4.26 An entity shall disclose:

(a) the average number of persons employed by thetyedtiring the
financial year (as determined in accordance witlgutation
5(2)(c)), broken down by categories where applicable; and

(b) the staff costs relating to the financial yeaQhen down into:
(i) wages and salaries; and
(i) social security costs, with a separate indioatof those relating
to pensions.
Statement of changes in equity

4.27 The statement of changes in equity presentsnaity’s profit or loss for a
period, items of income and expense recognisecttjrén equity for the period, the
effects of changes in accounting policies and adio@s of errors recognised in the
period, and the amounts of investments by, anddéivils and other distributions to,
equity holders during the period.

4.28 An entity presenting a statement of changesginity shall show on the face
of the statement:
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(a) the profit or loss for the period;

(b) each item of income or expense for the period,thatrequired by these
Principles, is credited or charged directly in aguiand the total of
these items;

(c) total income and expense for the period (calculads the sum ofaj
and p)), showing separately the total amounts attriblgaio equity
holders of the parent and to minority interest;

(d) for each component of equity, the effects of chemgn accounting
policies and corrections of errors;

(e) the amounts of investments by, and dividends ahéradistributions to,
equity holders;

(f) the balance of retained earnings at the beginoirthe period and at the
end of the reporting period, and the changes duttiegperiod; and

(g) a reconciliation between the carrying amount ofcheaclass of
contributed equity and each reserve at the beggaimd the end of the
period.

4.29 |If the only changes to the equity of an enttying the periods for which
financial statements are presented arise from poofloss, payment of dividends,
corrections of prior period errors and changesciooanting policy that do not effect
any part of equity other than retained earninge,ghtity may present a statement of
income and retained earnings in place of the inceta¢ement and statement of
changes in equity. The statement of income andimethearnings presents an
entity’s profit or loss and changes in retainednéags for a period.

4.30 An entity shall present, on the face of thdestent of income and retained
earnings, the following items in addition to théarmmation required by paragraphs
4.18 - 4.26 of these Principles:

(a) retained earnings at the beginning of the repgrpieriod;

(b) dividends and other distributions declared anddpai payable during
the period;

(c) restatements of retained earnings for correctmingrior period errors;
(d) restatements of retained earnings for changesdéounting policy; and
(e) retained earnings at the end of the reportingqakri

Cash flow statement

4.31 The cash flow statement provides informationwlthe historical changes
in cash and cash equivalents of an entity, shovs@garately changes during the
period from operating, investing and financing aities. Cash is taken as ‘cash at
bank and in hand’. Cash equivalents are held totreleert-term cash commitments
rather than for investment or other purposes. Tfogee an investment normally
gualifies as a cash equivalent only when it hab@tsmaturity of, say, three months
or less from the date of acquisition. Bank overdsadre normally considered
financing activities similar to borrowings. Howeyérthey are repayable on demand
and form an integral part of an entity’s cash masragnt, bank overdrafts are a
component of cash and cash equivalents.

4.32 An entity shall present a cash flow stateméiat reports cash flows for a
period classified by operating activities, invesgtiactivities and financing activities.

4.33 Cash flows from operating activities are priityarderived from the
principal revenue-producing activities of the entitherefore, they generally result



ACCOUNTANCY PROFESSION (GENERAL ACCOUNTING
24 [S.L.281.03 PRINCIPLES FOR SMALLER ENTITIES)

from the transactions and other events and conddithat enter into the
determination of profit or loss. An entity shallpmrt cash flows from operating
activities using either:

(a) the direct method, whereby major classes of grssh receipts and
gross cash payments are disclosed; or

(b) the indirect method, whereby profit or loss iswlgd for the effects of
non-cash transactions, any deferrals or accrualspadt or future
operating cash receipts or payments, and itemscxodrme or expense
associated with investing or financing cash flows.

4.34 Under the direct method, information about majtasses of gross cash
receipts and gross cash payments may be obtaitleerei

(a) from the accounting records of the entity; or

(b) by adjusting sales, cost of sales and other itentke income statement
for:

(i) changes during the period in inventories and rafiag
receivables and payables;

(i) other non-cash items; and

(iii) other items for which the cash effects are aesting or financing
cash flows.

4.35 Under the indirect method, the net cash floanfroperating activities is
determined by adjusting profit or loss for the effeof:

(a) changes during the period in inventories and ojregareceivables and
payables;

(b) non-cash items such as depreciation, provisionsferded taxes,
unrealised foreign currency gains and losses, undiged profits of
subsidiaries, associates and joint ventures, amdrity interests; and

(c) all other items for which the cash effects relate investing or
financing.

4.36 Cash flows arising from investing activitiepresent expenditures made for
resources intended to generate future income amsth élws and relate to the
acquisition and disposal of non-current assets@hdr investments not included in
cash equivalents.

4.37 Financing activities result in changes in theesand composition of the
contributed equity and borrowings of the entity.

4.38 An entity shall report separately major claseégross cash receipts and
gross cash payments arising from investing andnfiireg activities. The aggregate
cash flows arising from acquisitions and from disals of subsidiaries or other
business units shall be presented separately asdified as investing activities.

4.39 Cash flows from interest and dividends receiaed paid shall each be
disclosed separately. Cash flows shall be clasgifiea consistent manner from
period to period as either operating, investindimancing activities.

4.40 Cash flows arising from taxes on income shallsbparately disclosed and
shall be classified as cash flows from operatingivdties unless they can be
specifically identified with financing and invesgractivities.

4.41 An entity shall disclose the components of casdd cash equivalents and
shall present a reconciliation of the amounts régbin the cash flow statement to



ACCOUNTANCY PROFESSION (GENERAL ACCOUNTING
PRINCIPLES FOR SMALLER ENTITIES) [S.L.281.03 25

the equivalent items reported in the balance sheet.

4.42 An entity shall exclude from the cash flow staent investing and financing
transactions that do not require the use of castash equivalents. An entity shall
disclose such transactions elsewhere in the fin@lngiatements in a way that
provides all the relevant information about theseesting and financing activities.

Notes to the financial statements
4.43 The notes, which form an integral part of thaficial statements, shall:

(a) present information about the basis of preparatadnthe financial
statements and the specific accounting policiesiuse

(b) disclose:

(i) the information required by these Principlesttig|not presented
on the face of the balance sheet, income statensestement of
changes in equity or statement of income and rethaarnings (if
presented), or cash flow statement; and

(i) all the disclosures required by the respectiections of these
Principles; and

(c) provide additional information that is not preseshton the face of the
balance sheet, income statement, statement of elsaig equity or
statement of income and retained earnings (if prexB, or cash flow
statement but is relevant to an understanding gfadrthem.

4.44 Notes shall, as far as practicable, be predeinta systematic manner. Each
item on the face of the balance sheet, income st@té and statement of changes in
equity or statement of income and retained earnfifggresented) shall be cross-
referenced to any related information in the notes.

4.45 Notes are normally presented in the followimdes:

(a) a statement that the financial statements haven bpeepared in
compliance with these Principles;

(b) a summary of significant accounting policies apgli

(c) supporting information for items presented on fhee of the balance
sheet, income statement, statement of changesuityegr statement of
income and retained earnings (if presented), ast 6@w statement, in
the order in which each statement and each lima itepresented; and

(d) other disclosures, including:

(i) contingent liabilities, contingent assets and ragognised
contractual commitments;

(i non-financial disclosures;

(ili) the amount of dividends proposed or declaredobe the financial
statements were authorised for issue but not resednas a
distribution to equity holders during the periodidathe related
amount per share; and

(iv) the amount of any cumulative preference dividen not
recognised.

Section 5: Accounting policies, estimates and exror

5.1 Accounting policies are those principles, basesnventions, rules and
practices applied by an entity that specify how #iffects of transactions and other
events are to be reflected in its financial statetaghrough recognising, selecting
measurement bases for, and presenting assetslitiabj income, expenses and



ACCOUNTANCY PROFESSION (GENERAL ACCOUNTING
26 [S.L.281.03 PRINCIPLES FOR SMALLER ENTITIES)

changes to equity. Accounting policies define thecgess whereby transactions and
other events are reflected in the financial statetseFor example, an accounting

policy for a particular type of expenditure may sifg whether an asset or an

expense is to be recognised; the basis on whiishtit be measured; and where in the
income statement or balance sheet it is to be ptede

5.2 A change in accounting estimate is an adjustmétite carrying amount of
an asset or a liability, or the amount of the pdrtoconsumption of an asset, that
results from the assessment of the present stdtand expected future benefits and
obligations associated with, assets and liabilit@sanges in accounting estimates
result from new information or new developments aadcordingly, are not
corrections of errors. Examples of estimates ineltltbse required of:

(a) bad debts;
(b) inventory obsolescence;

(c) the useful lives of, or expected pattern of conption (depreciation
method) of the future economic benefits embodied depreciable
assets.

5.3 Prior period errors are omissions from, and tatgsnents in, the entity’s
financial statements for one or more prior periadising from a failure to use, or
misuse of, reliable information that was availabfeen the financial statements for
those periods were authorised for issue, and thfatrination could reasonably be
expected to have been obtained and taken into adciouthe preparation and
presentation of those financial statements. Suabrsrinclude the effects of
mathematical mistakes, mistakes in applying accognpolicies, oversights or
misinterpretations of facts, and fraud.

Accounting policies

5.4 When a Section of these Principles specificalpplies to a transaction,
event or condition, the accounting policy or podisiapplied to that item shall be
determined by applying the relevant Section. In élbsence of a Section in these
Principles that specifically applies to a transactievent or condition, management
shall use its judgement in developing and applyangaccounting policy that results
in information that is:

(a) relevant to the economic decision-making needssafrs; and
(b) reliable, in that the financial statements:
(i) represent faithfully the financial position, incial performance
and cash flows of the entity;

(i) reflect the economic substance of the transartj other events
and conditions, and not merely their legal form;

(iii) are neutral, i.e. free from bias;
(iv) are prudent; and
(v) are complete in all material respects.
5.5 In making the judgement described in the pretggaragraph, management

shall refer to, and consider the applicability tfe following sources in descending
order:

(a) the requirements and guidance in these Princigbsding with similar
and related issues;

(b) the definitions, recognition criteria and measuedn concepts for
assets, liabilities, income and expenses in papga.21 - 3.35 and
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paragraph 3.38 of Section 3 of these Principlesl; an

(c) the requirements and guidance in generally accepaecounting
principles and practice dealing with similar anthted issues.

If additional guidance is needed to make the judgethdescribed in the preceding
paragraph, management may also consider the moshtr@ronouncements of other
standard-setting bodies that use a conceptual fwaonke to develop accounting
standards that is similar to that used in the depelent of generally accepted
accounting principles and practice, other accountiterature and accepted industry
practices, to the extent that these do not conwith the requirements and guidance
in these Principles.

5.6 An entity shall select and apply its accountipglicies consistently for
similar transactions, other events and conditi®here GAPSE permits a choice of
accounting policy for categories of transactionsergs and conditions, an entity
shall select the policy that is most appropriatétsgoarticular circumstances for the
purpose of giving a true and fair view, taking agobof the objectives of relevance,
reliability, comparability and understandabilityn@ shall apply that policy
consistently to each such category of transactiements and conditions.

5.7 An entity shall change an accounting policy oifilsthe change:
(a) isrequired by these Principles; or

(b) results in the financial statements providing able and more relevant
information about the effects of transactions, éger conditions on the
entity’s financial position, financial performanoe cash flows.

5.8 The initial application of a policy to revaluessats in accordance with
Section 7, Section 8 and Section 9, is a changaniaccounting policy to be dealt
with in accordance with the requirements of theevalnt Section, rather than in
accordance with this Section.

5.9 An entity shall account for all changes in aatting policy retrospectively.
When a change in accounting policy is applied rgiextively, the entity adjusts the
opening balance of each affected component of gdoit the earliest prior period
presented, and the other comparative amounts dseddor each prior period
presented, as if the new accounting policy had gbkvaeen applied. When it is
impracticable to determine the period-specific efseof changing an accounting
policy on comparative information for one or morgqu periods presented, the
entity shall apply the new accounting policy to #herying amounts of assets and
liabilities as at the beginning of the earliest jp&r for which retrospective
application is practicable, which may be the cutrpariod, and shall make a
corresponding adjustment to the opening balanceaamh affected component of
equity for that period.

Accounting policies - disclosure

5.10 In addition to the disclosures on accountinfjgi®s required by Section 4 of
these Principles, an entity shall also disclosefthi®ewing information:

(a) the measurement basis (or bases) used in prepathiagfinancial
statements;

(b) the accounting policy the entity has chosen when&APSE allows an
accounting policy choice for a category of transatt event or
condition;

(c) the other accounting policies used that are reiet@ an understanding
of the financial statements; and
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(d) whenever there has been a change in accountinigyptiat has an
effect on the current period or any prior periodntght have an effect
on future periods, the entity shall also disclodee tfollowing
information:

(i) the nature of the change in accounting policy,aif applicable,
the title of the Section of these Principles theduires the change
in accounting policy;

(i) unless the change in accounting policy is reqdi by these
Principles, the reasons why applying the new actiagnpolicy
provides reliable and more relevant information;

(i) for the current period and each prior periodegented, to the
extent practicable, the amount of the adjustmenefxh financial
statement line item affected;

(iv) the amount of the adjustment relating to pesiddefore those
presented, to the extent practicable; and

(v) an explanation if it is impracticable to detemaithe amounts to
be disclosed in (iii) or (iv) above.

Financial statements of subsequent periods needepeiat these disclosures.
Changes in accounting estimates

5.11 An entity shall recognise the effect of a chamg an accounting estimate
prospectively by including it in profit or loss in:
(a) the period of the change, if the change affectd geriod only; or
(b) the period of the change and future periods, é ¢hange affects both.

5.12 To the extent that a change in an accountitigyate gives rise to changes in
assets and liabilities, or relates to an item ofiiy it shall be recognised by
adjusting the carrying amount of the related asBability or equity item in the
period of the change.

Changes in accounting estimates - disclosure

5.13 An entity shall disclose the nature and amaura change in an accounting
estimate that has a significant effect in the cotngeriod or is expected to have a
significant effect in future periods, except foetlisclosure of the effect on future
periods when it is impracticable to estimate thétat.

Correction of prior period errors

5.14 To the extent practicable, an entity shall ecrrmaterial prior period errors
retrospectively in the first set of financial statents authorised for issue after its
discovery by:

(a) restating the comparative amounts for the priorigeke presented in
which the error occurred; or

(b) if the error occurred before the earliest prioripe presented, restating
the opening balances of assets, liabilities anditgdfor the earliest
prior period presented.

Correction of prior period errors - disclosure
5.15 An entity shall disclose the following aboutgsrperiod errors:
(a) the nature of the prior period error;
(b) for each prior period presented, to the extentficable, the amount of
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the correction for each financial statement liremtaffected;

(c) in the circumstances described in paragraph 5)]14fe amount of the
correction at the beginning of the earliest prieripd presented; and

(d) if retrospective restatement is impracticable farparticular prior
period, the circumstances that led to the existerfddat condition and
a description of how and from when the error hagnbeorrected.
Financial statements of subsequent periods need repeat these
disclosures.

Section 6: Revenue and construction contracts

6.1 Revenue is the gross inflow of economic benefitsing the period arising
in the course of the ordinary activities of an éntivhen those inflows result in
increases in equity, other than increases relatmgontributions from equity
participants.

This Section shall be applied in accounting forenewe arising from the following
transactions and events:

(a) the sale of goods;
(b) the rendering of services; and

(c) the use by others of entity assets yielding incosaeh as interest,
royalties, rent and dividends.

6.2 This Section shall also be applied in accounforgconstruction contracts in
the financial statements of contractors. A constiat contract is a contract
specifically negotiated for the construction of @asset or a combination of assets
that are closely interrelated or interdependenteiims of their design, technology
and function or their ultimate purpose or use. Besegaof the nature of the activity
undertaken in construction contracts, the date hitctv the contract activity is
entered into and the date when the activity is cletgw usually fall into different
accounting periods. This Section lays down prinespior determining when contract
revenue and contract costs should be recogniseéwwenue and expenses in the
income statement.

Measurement of revenue

6.3 An entity shall measure revenue at the fair gabf the consideration
received or receivable. The fair value of the cdesation received or receivable
excludes the amount of any trade discounts andmeluebates allowed by the
entity.

6.4 An entity shall include in revenue only the gromflows of economic
benefits received and receivable by the entity tsnown account. An entity shall
therefore exclude from revenue all amounts colléae behalf of third parties such
as sales taxes, goods and services taxes and adled taxes. Similarly, in an
agency relationship, the gross inflows of economénefits include amounts
collected on behalf of the principal and which du nesult in increases in equity for
the entity. The amounts collected on behalf of ghacipal are not revenue. Instead,
revenue is the amount of commission.

6.5 In most cases, the consideration is in the fofncash or cash equivalents
and the amount of revenue is the amount of castash equivalents received or
receivable. However, when the inflow of cash orlcaguivalents is deferred, and
the arrangement constitutes in substance a fingricansaction, the fair value of the
consideration is the present value of all futureeipts determined using an imputed
rate of interest. An entity shall recognise thdatiénce between the present value of
all future receipts and the nominal amount of thagideration as interest revenue.
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Sale of goods

6.6 An entity shall recognise revenue from the safegoods when all the
following conditions are satisfied:

(a) the entity has transferred to the buyer the sigaift risks and rewards
of ownership of the goods;

(b) the entity retains neither continuing manageriavalvement to the
degree usually associated with ownership nor effeatontrol over the
goods sold;

(c) the amount of revenue can be measured reliably;

(d) itis probable that the economic benefits assedatith the transaction
will flow to the entity; and

(e) the costs incurred or to be incurred in respectheftransaction can be
measured reliably.

Rendering of services

6.7 When the outcome of a transaction involving tledering of services can
be estimated reliably, an entity shall recogniseemreue associated with the
transaction by reference to the stage of completibthe transaction at the end of
the reporting period (sometimes referred to asgpireentage of completion method).
The outcome of a transaction can be estimated wbliwhen all the following
conditions are satisfied:

(a) the amount of revenue can be measured reliably;

(b) it is probable that the economic benefits assedatith the transaction
will flow to the entity;

(c) the stage of completion of the transaction at ¢mel of the reporting
period can be measured reliably; and

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

6.8 When the outcome of the transaction involving tendering of services
cannot be estimated reliably, an entity shall regsg revenue only to the extent of
the expenses recognised that are recoverable.

Interest, royalties, rent and dividends

6.9 An entity shall recognise revenue arising frdme use by others of entity
assets yielding interest, royalties, rent and derids on the bases set out in
paragraph 6.10 when:

(a) itis probable that the economic benefits assedatith the transaction
will flow to the entity; and\

(b) the amount of the revenue can be measured reliably
6.10 An entity shall recognise revenue on the folloybases:
(a) interest shall be recognised on an accrual or pnogortion basis;

(b) royalties and rent shall be recognised on an atdrasis in accordance
with the substance of the relevant agreement; and

(c) dividends shall be recognised when the shareh@déght to receive
payment is established.

Construction contracts
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6.11 When the outcome of a construction contract lsarestimated reliably, an
entity shall recognise contract revenue and contcasts associated with the
construction contract as revenue and expensesatgply by reference to the stage
of completion of the contract activity at the enflitbe reporting period (often
referred to as the percentage of completion methB&)iable estimation of the
outcome requires reliable estimates of the stageomfpletion, future costs and
collectability of billings.

6.12 An entity shall review and, when necessaryjseethe estimates of revenue
and costs as the service transaction or constnuctimtract progresses.

6.13 An entity shall determine the stage of comple®f a transaction or contract
using the method that measures most reliably th&kwwerformed. Possible methods
include:

(a) the proportion that costs incurred for work penfied to date bear to the
estimated total costs. Costs incurred for work penfed to date do not
include:

(i) costs relating to future activity on the contrrasuch as costs of
material that have been delivered to a contraetaitset aside for
use in a contract but not yet installed, used opliagd during
contract performance, unless the materials haven beade
specially for the contract; and

(i) prepayments, such as payments made to subadotms in
advance of work performed under the subcontract;

(b) surveys of work performed; or

(c) completion of a physical proportion of the serviteansaction or
contract work. Progress payments and advances wveteifrom
customers often do not reflect the work performed.

6.14 An entity shall recognise costs that relate ftdure activity on the
transaction or contract, such as for materials @mppyments, as an asset if it is
probable that the costs will be recovered. Suchscospresent an amount due from
the customer and are classified as work in progress

6.15 An entity shall recognise as an expense imnteljiany costs that are not
probable of being recovered.

6.16 When the outcome of a construction contrachoabe estimated reliably:

(a) an entity shall recognise revenue only to the et contract costs
incurred that it is probable will be recoverablapa

(b) the entity shall recognise contract costs as grerge in the period in
which they are incurred.

6.17 When it is probable that total contract costd wxceed total contract
revenue on a construction contract, the expected khall be recognised as an
expense immediately.

6.18 If the collectability of an amount already rgotsed as contract revenue is
no longer probable, the entity shall recognisetheollectible amount as an expense
rather than as an adjustment of the amount of ashtevenue.

Revenue - disclosure
6.19 An entity shall disclose:

(a) the accounting policies adopted for the recognitiof revenue,
including the methods adopted to determine theest#fgcompletion of
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transactions involving the rendering of servicas] a

(b) the amount of each category of revenue recognikeathg the period,
including revenue arising from:

(i) the sale of goods;
(i) the rendering of services;
(i) interest;
(iv) royalties;
(v) rent; and
(vi) dividends.
Construction contracts - disclosure
6.20 An entity shall disclose:
(a) the amount of contract revenue recognised as weyémthe period;
(b) the methods used to determine the contract reveacegnised in the
period; and

(c) the methods used to determine the stage of complatf contracts in
progress.

6.21 An entity shall disclose each of the followifog contracts in progress at the
balance sheet date:

(a) the aggregate amount of costs incurred and resegnprofits (less
recognised losses) to date;

(b) the amount of advances received; and
(c) the amount of retentions.

6.22 Retentions are amounts of progress billinggs @@ not paid until the
satisfaction of conditions specified in the contrbar the payment of such amounts
or until defects have been rectified. Progressigl are amounts billed for work
performed on a contract whether or not they havenbpaid by the customer.
Advances are amounts received by the contractoofeethe related work is
performed.

6.23 An entity shall present:
(a) the gross amount due from customers for contraockvas an asset; and
(b) the gross amount due to customers for contrackwasra liability.

6.24 The gross amount due from customers for contwack is the net amount of
(i) costs incurred plus recognised profits, lesstfie sum of recognised losses and
progress billings for all contracts in progress fehich costs incurred plus
recognised profits (less recognised losses) excpaatgress billings.

6.25 The gross amount due to customers for contvack is the net amount of (i)
costs incurred plus recognised profits, less (¢ sum of recognised losses and
progress billings for all contracts in progress fatich progress billings exceed
costs incurred plus recognised profits (less reczaphlosses).

Section 7: Property, plant and equipment
7.1 Property, plant and equipment are tangible asbeit:

(a) are held for use in the production or supply obde or services, for
rental to others, or for administrative purposeyj a

(b) are expected to be used during more than one gerio
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Recognition

7.2 The cost of an item of property, plant and eqmapt shall be recognised as
an asset if, and only if:

(a) it is probable that future economic benefits assi@d with the item
will flow to the entity; and

(b) the cost of the item can be measured reliably.
Measurement at recognition

7.3 An entity shall measure an item of property,npland equipment at initial
recognition at its cost.

7.4 The cost of an item of property, plant and equept comprises:

(a) its purchase price, including legal and brokerseges, import duties and
non-refundable purchase taxes, after deductingetrdidcounts and

rebates;

(b) any costs directly attributable to bringing theseisto the location and
condition necessary for it to be capable of opemtin the manner
intended by management. These can include stafsarssing directly
from the construction or acquisition of the item mbperty, plant and
equipment, the costs of site preparation, initialivkry and handling,
installation and assembly, and testing of functldgaand

(c) the initial estimate of the costs of dismantlingdaremoving the item
and restoring the site on which it is located, ddigation for which an
entity incurs either when the item is acquired eraaconsequence of
having used the item during a particular period farposes other than
to produce inventories during that period.

The cost of a self-constructed asset is determusdag the same principles as for
an acquired asset.

7.5 Subsequent expenditure shall be capitalisedaaisgs the cost of property,
plant and equipment only if:

(a) it enhances the economic benefits of an assetdrss of the previously
assessed standard of performance (i.e. if it iSmprovement’); or

(b) it replaces or restores a component that has beparately depreciated
over its useful life.

Otherwise it shall be recognised in the incomeestent as it is incurred.

7.6 An entity may adopt an accounting policy of ¢alising finance costs (such
as interest). Where such a policy is adopted, dmbge finance costs that are directly
attributable to the acquisition, construction ooghuction of a qualifying asset shall
be capitalised as part of the cost of that assequalifying asset is an asset that
necessarily takes a substantial period of timedbrgady for its intended use. The
total amount of finance costs capitalised duringeaiod shall not exceed the total
amount of finance costs incurred during that period

7.7 Capitalisation of directly attributable costscluding finance costs, shall be
suspended during extended periods in which actiseetopment is interrupted.
Recognition of such costs in the carrying amounawfitem of property, plant and
equipment ceases when the item is in the locatioh @ndition necessary for it to
be capable of operating in the manner intended Bgagement, even if the asset has
not yet been brought into use.

Measurement after recognition
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7.8 An entity shall account for all items in the sapiass of property, plant and
equipment (i.e. having a similar nature, functianuge in the business) after initial
recognition using either:

(a) the cost model in paragraph 7.9; or
(b) the revaluation model in paragraphs 7.10 - 7.18.

7.9 Under the cost model, an entity shall measuri&en of property, plant and
equipment at cost less any accumulated depreciaaimeh any accumulated
impairment losses.

7.10 Under the revaluation model, an item of propeplant and equipment
whose fair value can be measured reliably shaltéreied at a revalued amount,
being its fair value at the date of the revaluatiess any subsequent accumulated
depreciation and subsequent accumulated impairtosses. Revaluations shall be
made with sufficient regularity to ensure that teerying amount does not differ
materially from that which would be determined gfair value at the balance sheet
date.

7.11 Where an item of property, plant and equipmemevalued all items in the
same class shall be revalued, but a policy of neatddn need not be applied to all
classes of property, plant and equipment.

7.12 The fair value of land and buildings is usuallgtermined from market-
based evidence by appraisal that is normally uradkert by professionally qualified
valuers. The fair value of items of plant and equémt is usually their market value
determined by appraisal.

7.13 If there is no market-based evidence of falugadecause of the specialised
nature of the item of property, plant and equipmant the item is rarely sold,
except as part of a continuing business, an emiiay need to estimate fair value
using an income or a depreciated replacement gabach.

7.14 The frequency of revaluations depends uporthiamges in fair values of the
items of property, plant and equipment being reedluNevertheless, revaluations
shall be made at least every five years and inrtervening years where it is likely
that there has been a material change in value.nthe fair value of a revalued
asset differs materially from its carrying amouatfurther revaluation is required.
Some items of property, plant and equipment expemresignificant and volatile
changes in fair value, thus necessitating annuahheation. Such frequent
revaluations are unnecessary for items of propeagmnt and equipment with only
insignificant changes in fair value. Instead, ityr®e necessary to revalue the item
only every three or five years.

7.15 Gains and losses arising on the revaluatioasskts shall be recognised in
equity under the heading of revaluation surplug, afeany attributable taxation
element.

7.16 If an asset’s carrying amount is increased assalt of a revaluation, the
increase shall be credited directly to equity unitier heading of revaluation surplus.
However, the increase shall be recognised in profitoss to the extent that it
reverses a revaluation decrease of the same assabpsly recognised in profit or
loss in accordance with paragraph 7.17.

7.17 If an asset’s carrying amount is decreased eesalt of a revaluation, the
decrease shall be recognised in profit or loss. él@mv, the decrease shall be debited
directly to equity under the heading of revaluatsanplus to the extent of any credit
balance existing in the revaluation surplus in expof that asset. Any amounts
recognised in profit or loss in accordance withggaaph 7.16 and this paragraph
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shall be shown separately on the face of the incetae=ment.

7.18 The revaluation surplus included in equity ésgect of an item of property,
plant and equipment may be transferred directlyetmined earnings (not through
profit or loss) when the asset is derecognisedsThay involve transferring the
whole of the surplus when the asset is retiredispased of. However, some of the
surplus may be transferred as the asset is usemhbgntity. In such a case, the
amount of the surplus transferred would be theeddhce between depreciation
based on the revalued carrying amount of the amsdtdepreciation based on the
asset’s original cost.

Depreciation

7.19 The cost (or revalued amount) less estimatseiual value of an item of
property, plant and equipment shall be depreciated systematic basis over the
asset’s useful life. An entity shall select a depation method that reflects the
pattern in which it expects to consume the asdetsre economic benefits. The
possible depreciation methods include the stralgig-method.

7.20 Depreciation of an asset begins when it islabé for use, i.e. when it is in
the location and condition necessary for it to heable of operating in the manner
intended by management. Depreciation of an assseteaseat the earlier of the date
that the asset is classified as held for sale ifofuided in a disposal group that is
classified as held for sale) and the date thatatbset is derecognised. Therefore,
depreciation does not cease when the asset beddieaw is retired from active use
unless the asset is fully depreciated.

7.21 The depreciation charge for each period stalezognised in profit or loss,
unless it is included in the carrying amount of thes asset.

7.22 Where an item of property, plant and equipmemmnprises two or more
major components with substantially different uddifues, each component shall be
accounted for separately for depreciation purpozed depreciated over its
individual useful life. Each part of an item of perty, plant and equipment with a
cost that is significant in relation to the totalst of the item shall be depreciated
separately. With certain exceptions, such as gsited for extractive purposes or
landfill, land has an unlimited life and therefdsenot depreciated.

7.23 The useful lives and residual values of propgrtant and equipment shall
be reviewed regularly and, when necessary, revisadrevision, the carrying
amount of the item of property, plant and equipma&nthe date of revision, less the
revised residual value, shall be depreciated olerrevised remaining useful life.
Such a change shall be accounted for as a change accounting estimate in
accordance with Section 5 of these Principles.

7.24 An entity shall review the depreciation methledularly. If there has been a
significant change in the pattern in which the gnéxpects to consume the asset’s
future economic benefits, the entity shall chanige method to reflect the new
pattern. A change from one method of providing dspation to another is
permissible only on the grounds that the new methddgive a fairer presentation
of the results and of the financial position. Suklthange does not, however,
constitute a change of accounting policy; the cargyamount of the item of
property, plant and equipment is depreciated ushegrevised method over the
remaining useful life, beginning in the period ihieh the change is made. A change
in the depreciation method shall be accounted ®aahange in an accounting
estimate in accordance with Section 5 of thesedrias.

Impairment
7.25 To determine whether an item of property, plamd equipment is impaired,
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an entity applies Section 12 of these PrincipldsatTSection explains how an entity
reviews the carrying amount of its assets, howetedmines the recoverable amount
of an asset, and when it recognises, or reversesdbognition of, an impairment

loss.

Disclosure

7.26 An entity shall disclose, for each class ofgamty, plant and equipment:
(a) the measurement bases used for determining thesgraxrying amount;
(b) the depreciation methods used;
(c) the useful lives or the depreciation rates used;

(d) where material, the financial effect of a changeinlg the period in
either the estimate of useful lives or the estin@teesidual values;

(e) the gross carrying amount and the accumulated edégtion
(aggregated with accumulated impairment losseshatbeginning and
end of the period; and

(f) having regard to paragraph 4ay of these Principles, a reconciliation of
the carrying amount at the beginning and end ofpitieod showing:

(i) additions;

(i) assets classified as held for sale or included disposal group
classified as held for sale in accordance with ®ack4 of these
Principles;

(ili) additions resulting from business acquisitions

(iv) disposals;

(v) revaluation gains and losses;

(vi) impairment losses recognised or reversed infipror loss in
accordance with Section 12 of these Principles;

(vii) depreciation;
(viii) the net exchange differences arising on tmanslation of the

financial statements from the functional currenotoia different
presentation currency (see Section 19 of thesechiis); and

(ix) other changes.

7.27 Where there has been a change in the depretiatéthod used, the effect, if
material, shall be disclosed in the period of cleanthe reason for the change shall
also be disclosed.

7.28 Where applicable, the notes shall disclose¢hg)fact that finance costs are
incurred in determining the cost of the assets, @hdhe amount of finance costs so
included.

7.29 Where property, plant and equipment have besalued an entity shall
disclose:

(a) the comparable amounts determined under the casmiem(i.e. the
aggregate historical cost amount that would hawnhiacluded had the
assets not been revalued, reflecting any write-dowm recoverable
amount that would have been necessary); or

(b) the differences between those amounts and theegponding amounts
actually shown in the balance sheet.

7.30 Where items of property, plant and equipmentemevalued, the year in
which they were revalued shall be disclosed. Wherntem of property, plant and
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equipment was revalued during the financial yeawhich the financial statements
relate, an entity shall disclose in those finansiatements:

(a) the effect of any revaluation made during the year
(b) whether an independent valuer was involved; and
(c) the bases of the valuation.

7.31 The entity shall also disclose:

(a) the existence and amounts of restrictions on,tidled property, plant
and equipment pledged as security for liabilitiasd

(b) the amount of contractual commitments for the asitjon of property,
plant and equipment (however authorised but not trected
commitments should also be disclosed).

7.32 The treatment for taxation purposes of amouwredited or debited to
revaluation surplus shall be disclosed in the notes

Section 8: Investment property

8.1 Investment property is property (land or a bwi¢gd or part of a building, or
both) held by the owner or by the lessee undenarfte lease to earn rentals or for
capital appreciation or both, rather than for:

(a) use in the production or supply of goods or sessicor for
administrative purposes (hence covered by the d&fim of property,
plant and equipment under Section 7 of these Rrlasiand accounted
for in accordance with the provisions of that See}i or

(b) sale in the ordinary course of business (henceal by the definition
of inventories under Section 15 of these Princigled accounted for in
accordance with the provisions of that Section).

Recognition
8.2 Investment property shall be recognised as aatashen, and only when:

(a) itis probable that the future economic benefitattare associated with
the investment property will flow to the entity;&n

(b) the cost of the investment property can be meaktekably.
Measurement at recognition

8.3 An entity shall measure investment propertytatost at initial recognition.
The cost of a purchased investment property comprits purchase price and any
directly attributable expenditure such as legal gmdfessional fees, property
transfer taxes and other transaction costs. Theafos self-constructed investment
property is its cost at the date when the constomcor development is complete.
Until that date an entity shall apply Section %tlése Principles.

Measurement after recognition

8.4 After initial recognition, an entity shall chamss its accounting policy
either the cost model in paragraph 8.5, or the ¥aiue model in paragraphs 8.6 -
8.10, and shall apply that policy to all of its @stment property.

8.5 An entity that chooses the cost model shall measll of its investment
property after initial recognition at cost less aagcumulated depreciation and any
accumulated impairment losses and shall accounalioof its investment property
by applying the principles for property, plant aaguipment measured under the cost
model in accordance with the requirements of paaphr7.9 and paragraphs 7.19 -
7.24 of Section 7 of these Principles. To determidether an investment property
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is impaired, an entity applies Section 12 of thBsmciples. That Section explains
how an entity reviews the carrying amount of itsets, how it determines the
recoverable amount of an asset, and when it resegnior reverses the recognition
of, an impairment loss.

8.6 An entity that chooses the fair value model khakasure all of its
investment property after initial recognition atrfalue less any accumulated
depreciation.

8.7 The best evidence of fair value is given by entprices in an active market
for similar property in the same location and cdiodi and subject to similar lease
and other contracts. In the absence of currentegria an active market, an entity
considers information from a variety of sourcegluding:

(a) current prices in an active market for propertafsdifferent nature,
condition or location (or subject to different leasr other contracts),
adjusted to reflect those differences;

(b) recent prices of similar properties on less actimarkets, with
adjustments to reflect any changes in economic itimmg$ since the
date of the transactions that occurred at thoseepriand

(c) discounted cash flow projections based on reliaddgmates of future
cash flows and using discount rates that reflectrast market
assessments of the uncertainty in the amount amihgi of the cash
flows.

8.8 If, in exceptional cases, there is clear evidewben an entity first acquires
an investment property (or when an existing propditst becomes investment
property following the completion of construction @evelopment, or after a change
of use) that the fair value of the investment propés not reliably determinable on a
continuing basis, an entity shall measure that gtmeent property using the cost
model in paragraph 8.5 and the residual value af thvestment property shall be
assumed to be zero. The fair value of an investnmpperty is not reliably
determinable on a continuing basis when, and onhem; comparable market
transactions are infrequent and alternative rebaddtimates of fair value are not
available. An entity may nevertheless measuretallother investment property
using the fair value model.

8.9 Paragraphs 7.14 - 7.18 and paragraphs 7.194 @f.Section 7 of these
Principles shall also apply to investment propeartgasured under the fair value
model. References to revaluation surplus thereall die taken to refer to fair value
reserve in the case of investment property.

8.10 Upon first-time adoption of GAPSE an entity kheansfer any fair value
gains on an item of investment property, previouglgognised in profit or loss and
standing to the credit of retained earnings or hrotreserve in accordance with
another financial reporting framework, to a separ@mponent of equity under the
heading of fair value reserve.

Transfers

8.11 If an item of property, plant and equipmentdraes an investment property,
and the entity will account for the investment peoy under the fair value model,
any difference between the asset’s carrying amauntt its fair value at the date
when it becomes an investment property shall batgd in the same way as a
revaluation in accordance with Section 7 of thesadples.

8.12 If a property held as inventories, or a comgdeself-constructed property,
becomes an investment property, and the entity agldount for the investment
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property under the fair value model, any differetesgween the asset’s previous
carrying amount and its fair value at the date wlithecomes an investment
property shall be recognised in a separate comparfeequity under the heading of
fair value reserve.

8.13 When an investment property carried at faiueak transferred to property,
plant and equipment or inventories, following a nba of use, the property’s
deemed cost for subsequent accounting in accordante Sections 7 and 15
respectively, shall be its fair value at the dateclbange of use. The cumulative
amount recognised in fair value reserve in respéchat investment property may
be transferred to retained earnings when, and wign, the asset (property, plant
and equipment or inventory) is derecognised.

Disclosure

8.14 An entity shall make the disclosures requirgdphragraphs 7.26 - 7.32 of
Section 7 of these Principles, insofar as applieaBleferences to revaluation surplus
therein shall be taken to refer to fair value regsdn the case of investment property.

Section 9: Investments

9.1 An investment is a financial asset (as definegaragraph 18.2) which is
held by an entity for the accretion of wealth thgbudistribution (such as interest,
dividends and similar income), for capital appréicia or for other similar benefits
to the investing entity. This Section does not gppt

(a) Property, plant and equipment as defined in SecTip
(b) Investment property as defined in Section 8;

(c) Investments in subsidiaries, associates and j@mtures as defined in
Section 10;

(d) Intangible assets as defined in Section 11;
(e) Finance leases as defined in Section 14;
(f) Inventories as defined in Section 15;

(g9) Goodwill as defined in Section 22; and

(h) Other financial assets that do not meet the aliefenition, including
trade receivables, demand deposits, cash and othguments such as
interest-free loans which would fall to be treateader Section 18 of
these Principles.

9.2 Aclass of investment is a group of investmehtd are similar in nature and
that have common characteristics. Examples of ems$ investments include:

(a) quoted or unquoted instruments; and
(b) debt or equity securities.
9.3 A held-for-trading investment is an investmdmttis:
(a) acquired principally for the purpose of sellingritthe near term; or

(b) part of a portfolio of identified investments thate managed together
and for which there is evidence of a recent achstern of short-term
profit-taking.

Recognition

9.4 An entity shall recognise an investment on #tahce sheet when, and only
when, it acquires a contractual right:

(a) toreceive cash or another financial asset frowtla@r entity; or
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(b) to exchange financial assets or financial liaB@kt with another entity
under conditions that are potentially favourabléhe entity.

Measurement at recognition

9.5 An entity shall measure all of its investmentsast at initial recognition,
comprising purchase price and transaction costsahadirectly attributable to the
acquisition of the investment. Transaction cost thall be included in the initial
measurement of the investment include fees and ciswimns paid to agents,
advisers, brokers and dealers, levies by regulatggncies and securities
exchanges, and transfer taxes and duties. Trargacosts do not include debt
premiums or discounts, financing costs or inteawdhinistrative or holding costs.

Measurement after recognition

9.6 An entity shall account for all items in the sanolass of investments, except
for held-for-trading investments (see paragraph) 9after initial recognition as
follows:

(a) for unquoted instruments using the cost modelaragraph 9.8; and
(b) for quoted instruments using any of the following:

(i) the cost model in paragraph 9.8; or
(i) the fair value through equity model in paragna®.9 - 9.13.

9.7 An entity shall account for all held-for-tradingvestments after initial
recognition using either:

(a) the cost model in paragraph 9.8; or

(b) the fair value through profit or loss model in agraphs 9.9, 9.10 and
9.14.

9.8 Under the cost model, an entity shall measuréeahs in the same class of
investment after initial recognition at the lowdramst and fair value less costs to
sell. Any adjustments to the carrying amount irsthéspect shall be recognised in
profit or loss for the period.

9.9 Under the fair value model, an entity shall measall items in the same
class of investment at fair value if their fair ualcan be measured reliably. The fair
value of an investment is the price at which theeistment could be exchanged
between a knowledgeable, willing buyer who is neeleeager nor determined to
buy at any price, and a knowledgeable, willing sellvho is not over-eager nor
forced to sell, both acting independently. The mstlence of fair value is given by
prices quoted in an active market. If the marketdn investment is not active, an
entity estimates fair value by using a valuatiooht@ique. The objective of using a
valuation technique is to estimate what the tratisagrice would have been on the
measurement date in an arm’s length exchange mwdvAy normal business
considerations. An entity determines fair valuehwiit any deduction for transaction
costs it may incur on sale or other disposal.

9.10 If the fair value of an investment in a clagdrvestment measured at fair
value cannot be measured reliably, an entity smalhsure that investment using the
cost model in paragraph 9.8. An entity may nevelghs measure all its other
investments in the same class using the fair vatoeel if their fair value can be
measured reliably.

9.11 If the carrying amount of an investment meaduvader the fair value
through equity model is increased as a result oingnease in the fair value of that
investment, the increase shall be credited diretttlg separate component of equity
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under the heading of fair value reserve, net of attyibutable taxation element.
However, the increase shall be recognised in profitoss to the extent that it
reverses a fair value decrease of the same investpreviously recognised in profit
or loss in accordance with paragraph 9.12.

9.12 If the carrying amount of an investment meagduuvader the fair value
through equity model is decreased as a resultddaease in the fair value of that
investment, the decrease shall be debited dirdotly separate component of equity
under the heading of fair value reserve to the eix¢¢ any credit balance existing in
the fair value reserve in respect of that investmémy decrease in the carrying
amount in excess of any credit balance existinthenfair value reserve in respect of
that investment shall be recognised in profit aslo

9.13 Upon disposal of an investment measured underfair value through
equity model, the net amount included in the faalue reserve in respect of an
investment may be transferred directly to retaieadnings (not through profit or
loss) when the asset is derecognised.

9.14 If held-for-trading investments are measuredaatvalue, any gain or loss
arising from a change in the fair value of held-toading investments shall be
recognised in profit or loss for the period in whii¢ arises.

Investment income

9.15 Investment income arising from interest, rogasltand dividends, and profits
or losses on disposal of investments shall be ietuin the profit or loss for the
period in which they arise.

Disclosure

9.16 An entity that carries quoted investments urttlercost model shall disclose
the market value of those investments if it is mialéy different from their carrying
amount.

9.17 For investments measured at fair value an\ewfitall disclose, for each
class of investment:

(a) the significant assumptions underlying the valoatiechniques used, if
any, in accordance with paragraph 9.9 of thesechies; and

(b) the fair value at the balance sheet date and Hamges in fair value
recognised either in equity or in the income staetrduring the period
in accordance with paragraph 9.bg8{v) and (v).

9.18 When the fair value of an investment in a clakinvestment measured at
fair value cannot be measured reliably, and thaéstment is hence measured under
the cost model in accordance with paragraph 9.h0erdity shall disclose that fact
together with the reason why the fair value of thatestment cannot be measured
reliably.

9.19 An entity shall disclose:
(a) its accounting policy for each class of investmemntd

(b) having regard to paragraph 4dy f these Principles, a reconciliation of
the carrying amount of each class of investmenthetbeginning and
end of the period showing:

(i) additions;
(i) disposals;
(iii) write-downs to fair value less costs to selbrf classes of
investment measured under the cost model;
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(iv) gains and losses resulting from changes in the value of
investments measured under the fair value throughtg model,
distinguishing between those recognised in equityg dahose
recognised in profit or loss, in accordance withiggeaphs 9.11
and 9.12;

(v) gains and losses resulting from changes in #ievalue of held-
for-trading investments measured under the fairugathrough
profit or loss model, recognised in profit or lossaccordance
with paragraph 9.14;

(vi) the net exchange differences arising on thendlation of the
financial statements from the functional currenotoia different
presentation currency (see Section 19 of thesechiis); and

(vii) other changes.

9.20 An entity shall disclose the existence of apgtrictions on title and the
carrying amount of any investments that it has geatlas collateral for liabilities or
contingent liabilities.

Section 10: Investments in subsidiaries, associamesjoint ventures

10.1 This Section shall be applied by an investormatounting for its equity
investments in subsidiaries, associates and jaémtwres in its individual financial
statements. Individual financial statements are financial statements of the
investor prepared in accordance with these PriesipThis Section does not apply to
consolidated financial statements, which are spealify covered in Section 23 of
GAPSE.

10.2 Investments in entities other than subsidiarssociates and joint ventures
shall be accounted for in accordance with the regraents of Section 9 of these
Principles.

Definitions

10.3 A subsidiary is an entity, including an uningorated entity such as a
partnership, which is controlled by another entilypwn as the parent (also referred
to as the ‘investor’ throughout this Section). Cantis the power to govern the
financial and operating policies of an entity sotasobtain benefits from its
activities. Control is presumed to exist when tla@gmt owns, directly or indirectly
through subsidiaries, more than 50% of the votilmgver of an entity unless, in
exceptional circumstances, it can be clearly dertratesd that such ownership does
not constitute control. Control also exists wher garent owns half or less of the
voting power of an entity but it has:

(a) power over more than half of the voting rightsuistue of an agreement
with other investors;

(b) power to govern the financial and operating p@sof the entity under
a statute or an agreement;

(c) power to appoint or remove the majority of the nibems of the board of
directors or equivalent governing body and conublthe entity is by
that board or body; or

(d) power to cast the majority of votes at meetingshaf board of directors
or equivalent governing body and control of theitgnis by that board
or body.

10.4 An associate is an entity, including an uniposated entity such as a
partnership, over which the investor has significanfluence and that is neither a
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subsidiary nor an interest in a joint venture. Sfigant influence is the power to
participate in the financial and operating poliggctsions of the associate but is not
control or joint control over those policies. If avestor holds, directly or indirectly
(e.g. through subsidiaries), 20% or more of theinptpower of the investee, it is
presumed that the investor has significant influenanless it can be clearly
demonstrated that this is not the case. Conver#fellge investor holds, directly or
indirectly (e.g. through subsidiaries), less tha@¥@of the voting power of the
investee, it is presumed that the investor doeshaoe significant influence, unless
such influence can be clearly demonstrated. A sautigtl or majority ownership by
another investor does not preclude an investor fh@wing significant influence.
The existence of significant influence by an inwess usually evidenced in one or
more of the following ways:

(a) representation on the board of directors or edeiviagoverning body of
the investee;

(b) participation in policy making processes;

(c) material transactions between the investor andrthestee;
(d) interchange of managerial personnel; or

(e) provision of essential technical information.

10.5 A joint venture is a contractual arrangemenerelby two or more parties
undertake an economic activity that is subjectami control. The following
characteristics are common to all joint ventures:

(a) two or more venturers are bound by a contractuarggement; and
(b) the contractual arrangement establishes jointrodnt

Joint control is the contractually agreed sharifigontrol over an economic
activity, and exists only when the strategic finih@nd operating decisions relating
to the activity require the unanimous consent af grarties sharing control (the
venturers). A venturer (also referred to as theéstor’ throughout this Section) is a
party to a joint venture and has joint control otfeat joint venture.

10.6 Joint ventures can take the form of jointly woHed operations, jointly
controlled assets, or jointly controlled entities.

10.7 The operation of some joint ventures involves tise of the assets and other
resources of the venturers rather than the estabbat of a corporation, partnership
or other entity, or a financial structure that éparate from the venturers themselves.
Each venturer uses its own property, plant and popeint and carries its own
inventories. It also incurs its own expenses aadilities and raises its own finance,
which represent its own obligations. The joint waet activities may be carried out
by the venturer’s employees alongside the ventsrsitilar activities. The joint
venture agreement usually provides a means by wthielrevenue from the sale of
the joint product and any expenses incurred in camrare shared among the
venturers. These are referred to as jointly cotgtbbperations.

10.8 Some joint ventures involve the joint contrahd often the joint ownership,
by the venturers of one or more assets contribtdedr acquired for the purpose of,
the joint venture and dedicated to the purposethefjoint venture. These are
referred to as jointly controlled assets.

10.9 A jointly controlled entity is a joint ventuthat involves the establishment
of a corporation, partnership or other entity inigtheach venturer has an interest.
The entity operates in the same way as other estitexcept that a contractual
arrangement between the venturers establishes gmintrol over the economic
activity of the entity.



ACCOUNTANCY PROFESSION (GENERAL ACCOUNTING
44 [S.L.281.03 PRINCIPLES FOR SMALLER ENTITIES)

10.10 Investments in subsidiaries, associates aidly controlled entities are
sometimes collectively referred to as "investegbtiyhout this Section. Accounting
for investments in subsidiaries, associates amtljocontrolled entities.

10.11 An investor shall initially account for alhvestments in subsidiaries,
associates and jointly controlled entities at cost.

10.12 Subsequent to initial recognition, an invesshall account for all its
investments in subsidiaries, associates and joiodlytrolled entities, using one of
the following:

(a) the cost method in paragraphs 10.13 and 10.14; or
(b) the equity method in paragraphs 10.15 - 10.23.
Cost method

10.13 Under the cost method, an investor shall mreasll its investments in
subsidiaries, associates and jointly controlledtard at cost less any accumulated
impairment losses. The investor shall recognisévadénd from a subsidiary,
associate or jointly controlled entity in profit éoss in its individual financial
statements when its right to receive the dividendstablished.

10.14 The investor shall recognise impairment inoadance with Section 12 of
these Principles. In assessing whether there imdication that an investment in a
subsidiary, associate or jointly controlled entitpllectively referred to as investee)
may be impaired an entity shall consider availadtedence that indicates that the
dividend from an investee recognised in the currem&ancial reporting period
exceeds that investee’s profit for the financiglaging period in which the dividend
is declared. Where applicable, an entity shall gppe guidance in paragraph 10.22
for the purposes of determining an investment'©wecable amount.

Equity method

10.15 Investments in subsidiaries, associates otlyocontrolled entities are
accounted for under the equity method from the deatevhich they fall within the
respective definition. Under the equity method, ittnestment is initially recognised
at cost and the carrying amount is increased oredesed to recognise the investor’s
share of the profit or loss of the investee after tlate of acquisition. The investor’s
share of the profit or loss of the investee is grised in the investor’s profit or loss.
Distributions received from an investee reduce tla¢rying amount of the
investment. Adjustments to the carrying amount rabo be necessary for changes
in the investor’s proportionate interest in the sidhary, associate or jointly
controlled entity arising from changes in the inteess equity that have not been
recognised in their profit or loss. Such changediude those arising from the
revaluation of property, plant and equipment arafrfrforeign exchange translation
differences. The investor’s share of those changescognised directly in equity of
the investor.

10.16 When potential voting rights exist, the inwe%s share of profit or loss of
the investee and of changes in the investee’s gqsitietermined on the basis of
present ownership interests and does not refleciptissible exercise or conversion
of potential voting rights.

10.17 If an investee uses accounting policies othan those of the investor for
like transactions and events in similar circumstemadjustments shall be made to
conform the investee’s accounting policies to th@e$ehe investor when the
investee’s financial statements are used by thesher in applying the equity
method.
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10.18 Appropriate adjustments are made to the tovissshare of the profits or
losses after acquisition to account for:

(a) impairment losses recognised by the investee; and

(b) profits and losses resulting from transactionsaeetn an investor and
an investee. The investor’'s share in the investpedfits and losses
resulting from these transactions is eliminated.

10.19 The most recent available financial statemeftthe subsidiary, associate
or jointly controlled entity are used by the invastn applying the equity method.
When the reporting dates of the investor and tivesiee are different, the investee
prepares, for the use of the investor, financiateahents as of the same date as the
financial statements of the investor unless impiacticable to do so.

10.20 If, under the equity method, an investor'arghof losses of a subsidiary,
associate or jointly controlled entity equals oceads its interest in the investment,
the investor discontinues recognising its sharéuother losses. The investment is
reported at nil value. Thereafter, additional Issaee provided for, and a liability is
recognised, only to the extent that the investos lmcurred legal or constructive
obligations or made payments on behalf of the iteeslIf the subsidiary, associate
or jointly controlled entity subsequently reportsofits, the investor resumes
recognising its share of those profits only aftesr share of the profits equals the
share of losses not recognised.

10.21 After application of the equity method, inding recognising the
associate’s losses in accordance with paragrapR0lGhe investor applies the
requirements of Section 12 to determine whethés itecessary to recognise any
additional impairment loss with respect to the isteg’s investment.

10.22 For the purposes of determining whether arestment in a subsidiary,
associate or jointly controlled entity is impairedaccordance with Section 12 of
these Principles, an entity shall compare the inmet's recoverable amount
(higher of net realisable value and value in usghws carrying amount, whenever
there is an indication that the investment mayrhpdired. In determining the value
in use of investments in subsidiaries, associatejintly controlled entities, an
entity estimates:

(a) its share of the present value of the estimatetliréu cash flows
expected to be generated by the investee, includiagash flows from
the operations of the subsidiary, associate ortlpinontrolled entity
and the proceeds on the ultimate disposal of thestment; or

(b) the present value of the estimated future castvdlexpected to arise
from dividends to be received from the investmemd &om its ultimate
disposal.

Under appropriate assumptions, both methods gigestime result.

10.23 An investor shall discontinue the use of ¢lg@ity method from the date it
ceases to have:

(a) control over the subsidiary’s financial and opéergtpolicies; or

(b) significant influence in participating in the fineial and operating
policy decisions of the associate; or

(c) joint control over a jointly controlled entity anshall account for the
investment in accordance with Section 9 of thesendirles. The
carrying amount of the investment at that date ldh@lrecognised as its
cost on initial measurement.
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Recognition and Measurement - investments in jpintintrolled operations and
jointly controlled assets

10.24 In respect of its interests in jointly conked operations, a venturer shall
recognise in its financial statements:

(a) the assets that it controls and the liabilitieatth incurs; and

(b) the expenses that it incurs and its share of nicerne that it earns from
the sale of goods or the rendering of serviceshgyjbint venture and
shall measure assets and liabilities recognised (ahp above in
accordance with the respective requirements ofetfirgnciples.

10.25 In respect of its interests in jointly corked assets, a venturer shall
recognise in its financial statements:

(a) its share of the jointly controlled assets, clfisdi according to the
nature of the assets;

(b) any liabilities that it has incurred;

(c) its share of any liabilities incurred jointly witthe other venturers in
relation to the joint venture;

(d) any income from the sale or use of its share ef datput of the joint
venture, together with its share of any expensesiried by the joint
venture; and

(e) any expenses that it has incurred in respect ofriterest in the joint
venture and shall measure assets and liabilitiesgeised in &), (b)
and €) above in accordance with the respective requirdmef these
Principles.

Disclosure

10.26 An investor shall disclose its accountingi@plfor its investments in
subsidiaries, associates and jointly controlledterst.

10.27 For investments in subsidiaries, associatgks jaintly controlled entities
accounted for under the cost method an investolt disclose:

(a) income received from distributions out of the istee’s accumulated
profits, recognised in the investor’s profit or $ofor the period, unless
shown separately on the face of the income stateénasil

(b) the information required by Section 12 of thesmé&iples.

10.28 For investments in subsidiaries, associatgks jaintly controlled entities
accounted for under the equity method an investatlglisclose separately:

(a) its share of the profit or loss of the investeesless shown separately
on the face of the income statement;

(b) its share of changes recognised directly in theitgcpf the investee in
accordance with paragraph 10.15, unless shown atggron the
statement of changes in equity;

(c) its share of discontinued operations;
(d) the carrying amount of those investments; and
(e) the information required by Section 12 of thesméiples.

10.29 An investor shall give a reconciliation ofetltarrying amount at the
beginning and end of the period, showing the folluyvseparately for investments in
subsidiaries, associates and jointly controlledtest
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(a) additions;
(b) disposals;

(c) impairment losses recognised or reversed in profifoss during the
period;

(d) share of profit or loss on investments in subgiéi® associates and
jointly controlled entities accounted for under #euity method;

(e) distributions received from subsidiaries, assadatand jointly
controlled entities accounted for under the equigthod;

(f) the net exchange differences arising on the teditsl of the financial
statements from the functional currency into a atiéint presentation
currency (see Section 19 of these Principles); and

(g) other changes.

10.30 For all investments in subsidiaries, assesiand jointly controlled entities
an investor shall disclose, in relation to eachniigant subsidiary, associate and
jointly controlled entity:

(a) the name of the entity;
(b) the legal form;

(c) if the entity is incorporated outside Malta, theuatry in which it is
incorporated;

(d) if itis unincorporated, the address of its prpati place of business;

(e) the identity and proportion of the nominal valueeach class of shares
held;

(f) if different from @) above, the proportion of voting power held; and

(g) the amount of capital and reserves.

10.31 For each significant subsidiary, associated @intly controlled entity
accounted for under the cost method an investolt disclose:

(a) the profit or loss for the latest financial periddr which financial
statements have been prepared;

(b) the financial reporting framework under which thodinancial

statements have been prepared (for example Inferredt Financial
Reporting Standards); and

(c) whether those financial statements have been eddit
10.32 An entity shall also disclose:

(a) For subsidiaries and associates, the nature ateheaf any significant
restrictions on the ability of the subsidiaries aasbociates to transfer
funds to the investor in the form of cash dividends repayment of
loans or advances.

(b) In respect of associates the investor shall deszlo
(i) its share of the contingent liabilities of ansasiate incurred
jointly with other investors; and
(i) those contingent liabilities that arise becaude investor is
severally liable for all or part of the liabilitiexf the associate.

10.33 A venturer shall disclose the aggregate amotithe following contingent
liabilities, unless the probability of loss is remepseparately from the amount of
other contingent liabilities:
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(a) any contingent liabilities that the venturer hasurred in relation to its
interests in joint ventures and its share in ea¢hth® contingent
liabilities that have been incurred jointly withhetr venturers;

(b) its share of the contingent liabilities of thenbiventures themselves for
which it is contingently liable; and

(c) those contingent liabilities that arise becausee thenturer is
contingently liable for the liabilities of the oth&enturers of a joint
venture.

10.34 A venturer shall disclose the aggregate amooh the following
commitments in respect of its interests in joinhtgres separately from other
commitments:

(a) any capital commitments of the venturer in relati its interests in
joint ventures and its share in the capital comreitbs that have been
incurred jointly with other venturers; and

(b) its share of the capital commitments of the joiahtures themselves.
Section 11: Intangible assets other than goodwill

11.1 An intangible asset is an identifiable non-ntang asset without physical
substance. Such an asset is identifiable when:

(a) itis separable, i.e. it is capable of being sapad or divided from the
entity and sold, transferred, licensed, rented>a@hanged, either
individually or together with a related contracssat or liability;
or

(b) it arises from contractual or other legal rightsgardless of whether
those rights are transferable or separable frometitdy or from
other rights and obligations.

Acquired intangible assets - Recognition and Meameant at recognition
11.2 An intangible asset shall be recognised if, anky if:

(a) it is probable that the expected future economendiits that are
attributable to the asset will flow to the entignd

(b) the cost of the asset can be measured reliably.

11.3 An intangible asset purchased with a businkal be recognised separately
from the purchased goodwill if its fair value cae measured reliably as required by
paragraph 22.7j) of these Principles. The probability recogniticniterion is always
considered satisfied for intangible assets thatsaqarately acquired. In a business
combination, an acquirer recognises at the acqorsilate separately from goodwill
an intangible asset of the acquiree if the asdatisvalue can be measured reliably,
irrespective of whether the asset had been recednliy the acquiree before the
business combination. Therefore, the probabilitgognition criterion is always
considered to be satisfied for intangible assetpged in business combinations
because the effect of probability that the futuceromic benefits embodied in the
asset will flow to the entity is reflected in thaif value measurement of the
intangible asset.

11.4 An intangible asset shall be measured initiadly cost. The cost of a
separately acquired intangible asset comprises:

(a) its purchase price, including import duties anchstefundable purchase
taxes, after deducting trade discounts and rebates;

(b) any directly attributable cost of preparing theetsfor its intended use.
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If an intangible asset is acquired in a businessiltimation, the cost of that
intangible asset is its fair value at the acquisitdate.

11.5 The nature of intangible assets is such thatnany cases, there are no
additions to such an asset or replacements of phit. Accordingly, most
subsequent expenditures are likely to maintain ékpected future economic
benefits embodied in an existing intangible ass¢her than meet the definition of
an intangible asset and the recognition criterithimse Principles.

Internally-generated intangible assets - Recogmitisnd Measurement at
recognition

11.6 The creation of internally-generated intangibksets involves a research
phase and a development phase. Expenditure onradséar on the research phase
of an internal project) shall be recognised as gease in the period in which it is
incurred. An intangible asset arising from develamn(or from the development
phase of an internal project) shall be recognisiecamnd only if, an entity can
demonstrate all the following:

(a) the technical feasibility of completing the intablg asset so that it will
be available for use or sale;

(b) its intention to complete the intangible asset ard or sell it;
(c) its ability to use or sell the intangible asset;

(d) how the intangible asset will generate probabléurfer economic
benefits. Among other things, the entity can dem@is the existence
of a market for the output of the intangible assethe intangible asset
itself or, if it is to be used internally, the usbfess of the intangible
asset;

(e) the availability of adequate technical, financéld other resources to
complete the development and to use or sell thenigble asset; and

(f) its ability to measure reliably the expendituretriputable to the
intangible asset during its development.

11.7 The cost of an internally-generated intangibkset for the purpose of
paragraph 11.4 is the sum of the expenditure inedifrom the date when the
intangible asset first meets the recognition craen paragraphs 11.2 and 11.6 of
these Principles.

11.8 The cost of an internally generated intangidéset comprises all directly
attributable costs necessary to create, produatpegpare the asset to be capable of
operating in the manner intended by managementmipies of directly attributable
costs would typically include costs of materialsla®rvices used, staff costs arising
from the generation of the intangible asset and feyable to register a legal right.

Recognition as an expense

11.9 An entity shall recognise expenditure on amngible item as an expense
when it is incurred unless it forms part of the ttoban intangible asset that meets
the recognition criteria.

11.10 An entity shall recognise expenditure onfibowing items as an expense
and shall not recognise such expenditure as intd@gissets:

(a) internally generated brands, mastheads, publistithes, customer lists
and items similar in substance;

(b) expenditure on start-up activities (i.e. start-gpsts), unless this
expenditure is included in the cost of an item obgerty, plant and
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equipment. Start-up costs may consist of establéttntosts such as
legal and secretarial costs incurred in establighm legal entity,

expenditure to open a new facility or business fre-opening costs) or
expenditure for starting new operations or launghirew products or
processes (i.e. pre-operating costs);

(c) expenditure on training activities;

(d) expenditure on advertising and promotional acitdgt and

(e) expenditure on relocating or reorganising paralbiof an entity.
Intangible assets - Measurement after recognition

11.11 After initial recognition, an intangible asshall be carried at its cost less
any accumulated amortisation and any accumulatgaimment losses. To determine
whether an intangible asset is impaired, an ergfplies Section 12. That Section
explains when and how an entity reviews the camgyamount of its assets, how it
determines the recoverable amount of an asset deth \t recognises or reverses an
impairment loss.

11.12 The cost less estimated residual value ofiraangible asset shall be
amortised and allocated on a systematic basis tlverasset’s useful life. The
residual value of an intangible asset shall be m&zlito be zero unless there is a
commitment by a third party to purchase the assdha end of its useful life.
Amortisation shall begin when the asset is avadafior use, i.e. when it is in the
location and condition necessary for it to be cdpalf operating in the manner
intended by management, and shall cease at theeaflthe date that the asset is
classified as held for sale (or included in a disgdogroup that is classified as held
for sale) in accordance with Section 24 and the diaat the asset is derecognised.

11.13 The amortisation method used shall refleetghttern in which the asset’s
future economic benefits are expected to be consdunyethe entity. If that pattern
cannot be determined reliably, the straight-linethod shall be used. The
amortisation charge for each period shall be retsaghin profit or loss unless it is
included in the carrying amount of another asset.

11.14 An intangible asset’'s useful life and anyideal value shall be reviewed
regularly and, when necessary, revised. On revisiba carrying amount of the
intangible asset at the date of revision, lessréwdsed residual value, shall be
amortised over the revised remaining useful lifacls a change shall be accounted
for as a change in an accounting estimate in acooed with Section 5 of these
Principles.

11.15 An entity shall review the amortisation meath@gularly. A change from
one amortisation method to another is permissillly on the grounds that the new
method will give a fairer presentation of the rdswudnd of the financial position.
Such a change does not, however, constitute a chah@ccounting policy; the
carrying amount of the intangible asset is amodisgsing the revised method over
the remaining useful life, beginning in the perimdwhich the change is made. A
change in the amortisation method shall be accodriteg as a change in an
accounting estimate in accordance with Section the$e Principles.

11.16 Intangible assets shall not be revalued.
Disclosure

11.17 An entity shall disclose the following foraobaclass of intangible assets,
distinguishing between internally-generated intdgiassets and other intangible
assets:
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(a) the useful lives or the amortisation rates used;
(b) the amortisation methods used;

(c) the gross carrying amount and accumulated amoitisaaggregated
with any accumulated impairment losses) at the tr@Egig and end of
the period;

(d) having regard to paragraph 4by of these Principles, a reconciliation of
the carrying amount at the beginning and end ofpiireod showing:

(i) additions, indicating separately those from i@ development,
those acquired separately, and those acquired ghrdwsiness
combinations;

(i) transfers to assets held for sale;

(ili) impairment losses recognised in profit or lahsring the period;
(iv) impairment losses reversed in profit or lossidg the period;
(v) amortisation recognised during the period;

(vi) the net exchange differences arising on thendlation of the
financial statements from the functional currenntoia different
presentation currency (see section 19 of thesechpias); and

(vii) other changes in the carrying amount during greriod.

11.18 A class of intangible assets is a groupin@sdets of a similar nature and
use in an entity’s operations. Examples of sepacktgses may include:

(@) brand names;

(b) mastheads and publishing titles;
(c) computer software;

(d) licences and franchises;

(e) copyrights, patents and other industrial propenights, service and
operating rights;

(f) recipes, formulae, models, designs and prototyped;
(g) intangible assets under development.

The classes mentioned above are disaggregatede@atgd) into smaller (larger)
classes if this results in more relevant informatifor the users of the financial
statements.

11.19 Section 5 of these Principles requires aiityeid disclose the nature and
amount of a change in an accounting estimate thatshmaterial effect in the current
period or is expected to have a material effedubhsequent periods. Such disclosure
may arise from changes in:

(a) the assessment of an intangible asset’s usetil lif
(b) the amortisation method; or
(c) residual values.

11.20 The entity shall also disclose:

(a) the existence and carrying amounts of intangildsets whose title is
restricted and the carrying amounts of intangibkseas pledged as
security for liabilities; and

(b) the amount of contractual commitments for the asitjon of intangible
assets.
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Section 12: Impairment of assets

12.1 This Section shall be applied in accounting fbe impairment of the
following assets:

(a) property, plant and equipment;

(b) investment property measured under the cost mimdatcordance with
paragraph 8.5 of these Principles;

(c) intangible assets;
(d) goodwill; and
(e) investments in subsidiaries, associates and jirdhtrolled entities.

12.2 This Section does not apply to investments iwithe scope of Section 9 and
financial assets within the scope of Section 1808é Sections contain separate
provisions that prescribe when and how an impairirless on investments or
financial assets is to be determined, recognisedranersed.

Recognising and measuring an impairment loss oividdal assets

12.3 An entity shall assess at each reporting ddtetier there is any indication
that an asset may be impaired. If any such indbcaéxists, the entity shall estimate
the recoverable amount of the asset.

12.4 The recoverable amount of an asset (or a god@ssets) is the higher of its
fair value less costs to sell and its value in Usair value less costs to sell is the
amount obtainable from the sale of an asset inrarisalength transaction between
knowledgeable, willing parties, less the costs ispdsal. Value in use is the present
value of the future cash flows expected to be dmtifrom an asset. Estimating the
value in use of an asset involves the followingste

(a) estimating the future cash inflows and outflowsh® derived from
continuing use of the asset and from its ultimaspdsal; and
(b) applying the appropriate discount rate to thoder cash flows.

12.5 In measuring value in use an entity shall:

(a) base cash flow projections on reasonable and stgiple assumptions
that represent management’'s best estimate of thgeraf economic
conditions that will exist over the remaining uddfte of the asset.

(b) base cash flow projections on the most recent nfiiel budgets/
forecasts approved by management. Such projectgdradl cover a
maximum period of five years, unless a longer pgigan be justified.

12.6 To give effect to the principle in paragraph4{2) an entity shall include
the following when estimating future cash flows:

(a) projections of cash inflows from the continuingeusf the asset;

(b) projections of cash outflows that are necessariyurred to generate
the cash inflows from continuing use of the asdetlgding cash
outflows to prepare the asset for use) and caniteettly attributed, or
allocated on a reasonable and consistent basthgtasset; and

(c) net cash flows, if any, to be received (or paidj the disposal of the
asset at the end of its useful life.

12.7 To give effect to the principle in paragraph4iB) an entity shall apply a
pre-tax discount rate that reflects current madstessments of:

(a) the time value of money; and
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(b) the risks specific to the asset for which the fategash flow estimates
have not been adjusted.

12.8 If, and only if, the recoverable amount of aset is less than its carrying
amount, the carrying amount of the asset shalldoleiced to its recoverable amount.
That reduction is an impairment loss.

12.9 An impairment loss shall be recognised immedyain profit or loss, unless
the asset is carried at revalued amount in accamarith another Section of these
Principles (for example, in accordance with thealeation model in Section 7). Any
impairment loss of a revalued asset shall be tkate a revaluation decrease in
accordance with that other Section.

12.10 After the recognition of an impairment lo#s depreciation (amortisation)
charge for the asset shall be adjusted in futureode to allocate the asset’s revised
carrying amount, less its residual value (if angi, a systematic basis over its
remaining useful life.

Recognising and measuring an impairment loss onoag of assets and goodwill

12.11 If an entity cannot estimate the recoverawm®unt for an individual asset,
the entity shall measure the recoverable amounthergroup of assets to which the
asset belongs. For this purpose, recoverable amshall be estimated for the
smallest identifiable group of assets that:

(a) generates cash inflows from continuing use thatlargely independent
of the cash flows from other assets or groups sétss

(b) includes the asset for which impairment is indéchtand
(c) the recoverable amount of which can be estimagdidbly.

For the purpose of determining the recoverable amaoti a group of assets, the
principles in paragraphs 12.4 - 12.7 shall applg amy reference to ‘an asset’
therein shall be construed as being a referenca gooup of assets’.

12.12 Goodwill does not generate cash flows to rityethat are independent of
the cash flows of other assets. As a consequereceetfoverable amount of goodwill
must be derived from measurement of the recoveraimleunt of the larger group of
assets of which the goodwill is a part.

12.13 An impairment loss shall be recognised fograup of assets (to which
goodwill could have been allocated) if, and onlytHe recoverable amount of the
group of assets is less than its carrying amoutte Tmpairment loss shall be
allocated to reduce the carrying amount of the tsseéthe group in the following
order:

(a) first, to reduce the carrying amount of any godtiailocated to the
group; and

(b) then, to the other non-cash assets of the grooprgia on the basis of
the carrying amount of each asset.

These reductions in carrying amounts shall be g@ats impairment losses on
individual assets and recognised accordingly.

Reversing an impairment loss

12.14 An entity shall assess at each reporting détether there is any indication
that an impairment loss recognised in prior peritmtsan asset other than goodwill
may no longer exist or may have decreased. If aroh sndication exists, the entity
shall estimate the recoverable amount of that asisélte group of assets to which
the asset belongs if an entity cannot estimaterdooverable amount for the



ACCOUNTANCY PROFESSION (GENERAL ACCOUNTING
54 [S.L.281.03 PRINCIPLES FOR SMALLER ENTITIES)

individual asset.

12.15 An impairment loss recognised in prior pesiddr an asset other than
goodwill shall be reversed if, and only if, therashbeen a change in the estimates
used to determine the asset’s recoverable amounoé ghe last impairment loss was
recognised. If this is the case, the carrying amoafnthe asset shall, except as
described in paragraph 12.16, be increased teitewerable amount. That increase
is a reversal of an impairment loss.

12.16 The increased carrying amount of an assedrdttan goodwill attributable
to a reversal of an impairment loss shall not edcéee carrying amount that would
have been determined (net of amortisation or deatien) had no impairment loss
been recognised for the asset in prior years.

12.17 A reversal of an impairment loss for an asdber than goodwill shall be
recognised immediately in profit or loss, unlese @isset is carried at revalued
amount in accordance with another section of thiedaciples (for example, in
accordance with the revaluation model in SectionAfly reversal of an impairment
loss of a revalued asset shall be treated as dusvan increase in accordance with
that other Section. A reversal of an impairmentsiésr a group of assets shall be
allocated to the non-cash assets of the group,pxXoe goodwill, pro-rata with the
carrying amounts of those assets. These increasearrying amounts shall be
treated as reversals of impairment losses for iitlial assets and recognised
accordingly.

12.18 After a reversal of an impairment loss isogrused, the depreciation
(amortisation) charge for the asset shall be adpugh future periods to allocate the
asset’s revised carrying amount, less its resigaale (if any), on a systematic basis
over its remaining useful life.

12.19 An impairment loss recognised for goodwillakhnot be reversed in a
subsequent period.

Disclosure
12.20 An entity shall disclose the following foradaclass of assets:

(a) the amount of impairment losses recognised inipafloss during the
period and the line item(s) of the income statemi@ntvhich those
impairment losses are included;

(b) the amount of reversals of impairment losses rags®y in profit or loss
during the period and the line item(s) of the inestatement in which
those impairment losses are reversed;

(c) the amount of impairment losses on revalued aseetsgnised directly
in equity during the period; and

(d) the amount of reversals of impairment losses owalteed assets
recognised directly in equity during the period.

12.21 An entity shall disclose the following forabamaterial impairment loss
recognised or reversed during the period for anviddal asset, including goodwill
(insofar as applicable), or a group of assets:

(a) the events and circumstances that led to the m&tog or reversal of
the impairment loss;

(b) the amount of the impairment loss recognised werged;
(c) for an individual asset, the nature of the asset;
(d) for a group of assets, a description of the graum
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(e) whether the recoverable amount of the asset (grizuips fair value less
costs to sell or its value in use.

12.22 An entity shall disclose the following infoation for the aggregate
impairment losses and the aggregate reversals pairment losses recognised
during the period for which no information is dissled in accordance with
paragraph 12.21:

(a) the main classes of assets affected by impairnmsges and the main
classes of assets affected by reversals of impathosses; and

(b) the main events and circumstances that led tor¢leegnition of these
impairment losses and reversals of impairment Iesse

Section 13: Government grants

13.1 Government grants are assistance by governmiemér-governmental
agencies and similar bodies whether local, nati@rahternational, in the form of
cash or transfers of assets to an entity in refarrpast or future compliance with
certain conditions relating to the operating adied of the entity. Loans at nil or low
interest rate are a form of government assistalbgethe benefit is not quantified by
the imputation of interest, hence this benefit Ehat be considered as a government
grant for the scope of this Section.

Recognition

13.2 Government grants shall not be recognised utitdre is reasonable
assurance that:

(a) the entity will comply with the conditions attadlg to them; and
(b) the grants will be received.

13.3 Subject to paragraph 13.2, government gran#l ¢fe recognised in the
income statement so as to match them with the edipere towards which they are
intended to contribute. Any grants relating to fwyperiods shall be recognised as
deferred income.

13.4 To the extent that the grant is made as a ition towards expenditure on
a non-current asset, the entity may choose to dethecgrant from the purchase
price or production cost of that asset rather tlerognise it in the income statement
in accordance with paragraph 13.3.

13.5 Potential liabilities to repay grants eithervihole or in part in specified
circumstances shall be provided for only to theeextthat repayment is probable.
The repayment of a government grant related to ime@nd recognised as such
under paragraph 13.3 shall be accounted for byngetiff the repayment against any
unamortised deferred income relating to the grémty excess shall be charged
immediately to the income statement. The repaynoéret grant related to a non-
current asset and recognised as such under parfagrag shall be recorded by
increasing the carrying amount of the asset. Thautative additional depreciation
that would have been recognised to date as an egpenthe absence of the grant
shall be recognised immediately as an expense.

Disclosure

13.6 An entity shall disclose the following regargieof which choice it has made
under paragraph 13.4:

(a) the accounting policy adopted for government gsanhcluding an
explanation of how the grant is presented in tinaricial statements;

(b) the nature and amounts of government grants rasedrin the financial
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statements; and

(c) where the results of the period are affected mallgrby the receipt of
forms of government assistance other than grams,nature of that
assistance and, to the extent that the effectderfinancial statements
can be measured, an estimate of those effects.

Section 14: Leases

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

14.2 Whether a lease is a finance lease or an dpgrétase depends on the
substance of the transaction rather than the fofrthe contract. Examples of
situations that individually or in combination wauhormally lead to a lease being
classified as a finance lease are:

(a) the lease transfers ownership of the asset tdethsee by the end of the
lease term;

(b) the lessee has the option to purchase the asseprate that is expected
to be sufficiently lower than the fair value at tliate the option
becomes exercisable for it to be reasonably cert#irthe inception of
the lease, that the option will be exercised;

(c) the lease term is for the major part of the ecoitdife of the asset even
if title is not transferred;

(d) at the inception of the lease the present valu¢hef minimum lease
payments amounts to at least substantially allhef fair value of the
leased asset; and

(e) the leased assets are of such a specialised nédarenly the lessee can
use them without major modifications.

14.3 Lease classification is made at the inceptibthe lease and is not changed
during the term of the lease unless the lesseetl@dessor agree to change the
provisions of the lease (other than simply by reimgmthe lease), in which case the
lease classification shall be re-evaluated.

14.4 The inception of the lease is the earlier & tlate of the lease agreement
and the date of commitment by the parties to thagppal provisions of the lease.
The commencement of the lease term is the date fwbinh the lessee is entitled to
exercise its right to use the leased asset. Ihésdate of initial recognition of the
lease (i.e. the recognition of the assets, liak#itincome or expenses resulting from
the lease, as appropriate).

14.5 Minimum lease payments are the payments thatléssee is or can be
required to make, excluding contingent rent, cdstsservices and taxes to be paid
by and reimbursed to the lessor, together with:

(a) for a lessee, any amounts guaranteed by the legsky a party related
to the lessee; or

(b) for a lessor, any residual value guaranteed tdehksor by:

(i) the lessee;
(i) a party related to the lessee; or
(i) a third party unrelated to the lessor thaffiisancially capable of
discharging the obligations under the guarantee.

14.6 The lease term is the non-cancellable period vibich the lessee has
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contracted to lease the asset together with arthduterms for which the lessee has
the option to continue to lease the asset, witlvidhout further payment, when at

the inception of the lease it is reasonably certh@t the lessee will exercise the
option.

14.7 A hire purchase contract is a contract fortilre of an asset that contains a
provision giving the hirer an option to acquire égitle to the asset upon the
fulfilment of certain conditions stated in the catt. Those hire purchase contracts
which are of a financing nature shall be accourftedon a basis similar to that set
out below for finance leases. Conversely, otheehjurchase contracts shall be
accounted for on a basis similar to that set olnwdor operating leases.

Accounting by lessees

14.8 At the commencement of the lease term, lessball recognise finance
leases as assets and liabilities in their balameets at amounts equal to the fair
value of the leased asset or, if lower, the presaxitie of the minimum lease
payments, each determined at the inception oféhsd. The discount rate to be used
in calculating the present value of the minimumskegayments is the interest rate
implicit in the lease. The interest rate impligitthe lease is the discount rate that, at
the inception of the lease, causes the aggrega&eept value ofd) the minimum
lease payments anth)(the unguaranteed residual value to be equaladdlr value
of the leased asset. Leased assets shall be rezedninitially measured and
subsequently accounted for in accordance with theliaable Sections of these
Principles.

14.9 A lessee shall apportion minimum lease paymdmsveen the finance
charge and the reduction of the outstanding lighilThe lessee shall allocate the
finance charge to each period during the lease tesms to produce a constant
periodic rate of interest on the remaining balantéhe liability. In allocating the
finance charge to periods during the lease terflesaee may use an approximation
to simplify the calculation.

14.10 The rental under an operating lease shathlaeged on a straight-line basis
over the lease term even if the payments are naenoa such a basis, unless another
systematic and rational basis is more appropriate.

14.11 Incentives to sign a lease, in whatever ftiey may take, shall be spread
by the lessee on a straight-line basis over theddgarm or, if shorter than the full
lease term, over the period to the review date bitkvthe rent is first expected to be
adjusted to the prevailing market rate.

14.12 A lessee shall depreciate an asset leases anfihance lease in accordance
with paragraphs 7.19 - 7.24 of these Principlesjolhapply to assets held as
property, plant and equipment and investment priypand paragraphs 11.12 - 11.15
which apply to intangible assets. If there is nag@nable certainty that the lessee
will obtain ownership by the end of the lease tertime asset shall be fully
depreciated over the shorter of the lease termitangseful life. However, in the case
of a hire purchase contract that has the charasttesi of a finance lease the asset
shall be depreciated over its useful life.

Accounting by lessors

14.13 Lessors shall recognise assets held underaade lease in their balance
sheets and present them as a receivable at an amaqual to the net investment in
the lease.

14.14 Net investment in the lease is the grossstment in the lease discounted
at the interest rate implicit in the lease. Grosgdstment in the lease is the
aggregate of:
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(a) the minimum lease payments receivable by the teasder a finance
lease, and

(b) any unguaranteed residual value accruing to thede

14.15 The recognition of finance income shall bedthon a pattern reflecting a
constant periodic rate of return on the lessorsineestment in the finance lease, or
a reasonable approximation thereto.

14.16 Unearned finance income is the differencevbenh:
(a) the gross investment in the lease, and
(b) the net investment in the lease.

14.17 Rental income from an operating lease stelelcognised on a straight-line
basis over the period of the lease, even if thenmts are not made on such a basis,
unless another systematic and rational basis israppropriate.

14.18 An asset held for use in operating leasea Bssor shall be recorded and
accounted for as property, plant and equipmentcocoedance with Section 7, or as
investment property in accordance with Section Bas an intangible asset in
accordance with Section 11, of these Principle®atiag to the nature of the asset.

14.19 A manufacturer or dealer lessor shall nobgeise a selling profit under an
operating lease. The selling profit under a finahe®se shall be restricted to the
excess of the fair value of the asset over the featurer’s or dealer’s cost less any
grants receivable by the manufacturer or dealeratow the purchase, construction
or use of the asset.

Sale and leaseback transactions - accounting bys#iker/lessee

14.20 In a sale and leaseback transaction thatltsegu a finance lease, any
apparent profit or loss (i.e. the difference betwélee sale price and the previous
carrying value) shall be deferred and amortisethim financial statements of the
seller/lessee over the shorter of the lease temntla@ useful life of the asset.

14.21 In a sale and leaseback transaction thattseisuan operating lease:

(a) any profit or loss shall be recognised immediat@lovided it is clear
that the transaction is established at fair value;

(b) if the sale price is below fair value any profitloss shall be recognised
immediately, except that if the apparent loss isnpensated for by
future rentals at below market price it shall tattlextent be deferred
and amortised over the remainder of the lease f@mnif shorter, the
period during which the reduced rentals are charpyaor

(c) if the sale price is above fair value, the excesgsr fair value shall be
deferred and amortised over the shorter of the nedeat of the lease
term and the period to the next rent review (if any

Sale and leaseback transactions - accounting bybtheer/lessor

14.22 A buyer/lessor shall account for a sale sgabséback in the same way as
other leases are accounted for, i.e. using the otstlset out in paragraphs 14.13 -
14.19.

Disclosure by lessees
14.23 Disclosure shall be made of:
(a) either:
(i) for each class of asset, the gross amounts sétasthat are held
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under finance leases together with the related mactated
depreciation; or

(if) alternatively to being shown separately fromathn respect of
owned assets, the information in (i) above mayrtiegrated with
it, such that the totals of gross amount, accunedlatepreciation,
net carrying amount and depreciation allocatedtli@r period for
each class of asset held under finance leasesnaheded with
similar amounts for owned assets. Where this adtéve
treatment is adopted, the net amount of assets uredér finance
leases and the amount of depreciation allocatedherperiod in
respect of assets under finance leases includétkioverall total
shall be disclosed separately;

(b) the amounts of obligations related to finance ésag¢net of finance
charges allocated to future periods). These shallisclosed separately
from other obligations and liabilities, either dmetface of the balance
sheet or in the notes; and

(c) the amount of any commitments existing at the hed¢asheet date in
respect of finance leases that have been entertal bhnt whose
inception occurs after the year end.

14.24 In respect of operating leases, the lessa# dlsclose the total of future
minimum lease payments that it is committed to malkealysed into those in which
the commitment expires within that year, those ergiin the second to fifth years
inclusive, and those expiring over five years frtme balance sheet date.

Disclosure by lessor
14.25 Disclosure shall be made of:

(a) the gross amounts of assets held for use in ojpgrdéases and the
related accumulated depreciation charges;

(b) the cost of assets acquired, whether by purchefieance lease, for the
purpose of letting under finance leases; and

(c) the net investment in (i) finance leases andHiie purchase contracts
at each balance sheet date.

Section 15: Inventories

15.1 Inventories are assets:
(a) held for sale in the ordinary course of business;
(b) in the process of production for such sale; or

(c) in the form of materials or supplies to be consdnre the production
process or in the rendering of services.

Measurement of inventories

15.2 Inventories shall be measured at the lowerost @nd net realisable value.
Net realisable value is the estimated selling pifrcéhe ordinary course of business
less the estimated costs of completion and thenaséid costs necessary to make the
sale.

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

15.4 The costs of purchase of inventories comprise gurchase price, import
duties and other taxes (other than those subselguemverable by the entity from
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the taxing authorities), and transport, handling ather costs directly attributable
to the acquisition of finished goods, materials aedvices. Trade discounts, rebates
and other similar items are deducted in determirthiycosts of purchase. The cost
of an item of self-constructed inventory is its tas the date when the construction
or development is complete. Until that date antgrghall apply Section 7 of these
Principles.

15.5 The costs of conversion of inventories incledsts directly related to the
units of production, such as direct labour. Thegoahclude a systematic allocation
of fixed and variable production overheads thatiapeirred in converting materials
into finished goods. An entity shall allocate fixptbduction overheads to the costs
of conversion based on the normal capacity of tleelpction facilities.

15.6 Examples of costs excluded from the cost otmuries and recognised as
expenses in the period in which they are incurned a

(a) abnormal amounts of wasted materials, labour dreotproduction
costs;

(b) storage costs, unless those costs are necessHrg production process
before a further production stage;

(c) administrative overheads that do not contributétimging inventories
to their present location and condition; and

(d) selling costs.

15.7 To the extent that service providers have ihwees, they measure them at
the cost of their production. These costs consisharily of the labour and other
costs of personnel directly engaged in providing gervice and attributable
overheads. Labour and other costs relating to satesgeneral administrative
personnel shall not be included. The cost of ineeies of a service provider does
not include profit margins or non-attributable oweads that are often factored into
prices charged by service providers.

15.8 The cost of inventories of items that are nalirarily interchangeable and
goods or services produced and segregated forfapecojects shall be assigned by
using specific identification of their individuabsts. The cost of other inventories
shall be assigned by using the first-in, first-gBtFO) or weighted average cost
formula. An entity shall use the same cost formidaall inventories having a
similar nature and use to the entity.

15.9 Where inventories are constantly being replaaed their value is not
material to assessing the company’s state of affaird their quantity, value and
composition are not subject to material variatithey may be included at a fixed
guantity and value.

Recognition as an expense

15.10 When inventories are sold, the carrying amafimhose inventories shall be
recognised as an expense in the period in whichréhs&ted revenue is recognised.
The amount of any write-down of inventories to nedlisable value and all losses of
inventories shall be recognised as an expensedrmpériod the write-down or loss
occurs. The amount of any reversal of any write-daf inventories, arising from
an increase in net realisable value, shall be reisegl as a reduction in the amount
of inventories recognised as an expense in theogen which the reversal occurs.

15.11 Some inventories may be allocated to otheetaaccounts, for example,
inventory used as a component of self-constructexperty, plant or equipment.
Inventories allocated to another asset in this \aag recognised as an expense
during the useful life of that asset.
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Presentation and Disclosure
15.12 An entity shall disclose:
(a) the accounting policy adopted in measuring inveieg)

(b) the total carrying amount of inventories and therging amount in
classifications appropriate to the entity;

(c) the amount of inventories recognised as an expéunsing the period
(cost of goods sold) unless shown on the face efinkome statement;

(d) the amount of any write-downs to net realisablugaecognised as an
expense in the period;

(e) the amount of any reversal of any write-downs &t realisable value
recognised in the period, and a description of tireumstances or
events that led to such reversal; and

(f) paragraph 15.8 requires that the carrying amoéimwentory items that
are ordinarily interchangeable (fungible) is detered by using the
first-in, first-out (FIFO) or weighted average cdsrmula. Where the
carrying amount of inventories determined by usisgch formula
differs materially, at the balance sheet date, ftbmlast known market
value obtainable on the procurement market prioth balance sheet
date, the amount of that difference shall be disetb in total by
category of inventory in the notes to the finana@tdtements.

Section 16: Income taxes
16.1 Accounting profit is profit or loss for a pedibefore deducting tax expense.

16.2 Taxable profit (tax loss) is the profit (los&r a period, determined in
accordance with the rules established by the tarauthorities, upon which income
taxes are payable (recoverable).

16.3 Tax expense (tax income) comprises current éapgense (current tax
income) and deferred tax expense (deferred taxnme)o

16.4 Current tax is the amount of income taxes pbyétecoverable) in respect
of the taxable profit (tax loss) for a period. Defd tax expense (income) is the
amount of tax expense (income) included in the deteation of profit or loss for
the period in respect of changes in deferred tesetssand deferred tax liabilities
during the period.

16.5 Deferred tax liabilities are the amounts ofome taxes payable in future
periods in respect of taxable temporary differences

16.6 Deferred tax assets are the amounts of inc@xestrecoverable in future
periods in respect of:

(a) deductible temporary differences;
(b) the carryforward of unused tax losses; and
(c) the carryforward of unused tax credits.

16.7 Temporary differences are differences betwémndarrying amount of an
asset or liability in the balance sheet and itstiage. Temporary differences may be
either:

(a) taxable temporary differences, which are tempodifferences that will
result in taxable amounts in determining taxablefipr(tax loss) of
future periods when the carrying amount of the fasseliability is
recovered or settled; or



ACCOUNTANCY PROFESSION (GENERAL ACCOUNTING
62 [S.L.281.03 PRINCIPLES FOR SMALLER ENTITIES)

(b) deductible temporary differences, which are terappdifferences that
will result in amounts that are deductible in detaring taxable profit
(tax loss) of future periods when the carrying amoaf the asset or
liability is recovered or settled.

16.8 The tax base of an asset or liability is theoant attributed to that asset or
liability for tax purposes.

Recognition of deferred tax liabilities, deferreaktassets and deferred tax

16.9 An entity shall recognise a deferred tax liapifor all taxable temporary
differences, except to the extent that the defetaxdiability arises from:

(a) the initial recognition of goodwill; or
(b) the initial recognition of an asset or liabilityhich:

(i) is not a business combination; and

(i) atthe time of the transaction, affects neitlecounting profit nor
taxable profit (loss).

However, for all taxable temporary differences asated with investments in
subsidiaries and associates, and interests in ygntures, a deferred tax liability
shall be recognised, except to the extent that hbéhfollowing conditions are
satisfied:

(a) the parent, investor or venturer is able to contie timing of the
reversal of the temporary difference; and

(b) it is probable that the temporary difference wilbt reverse in the
foreseeable future.

16.10 An entity shall recognise a deferred tax afseall deductible temporary
differences to the extent that it is probable tteatable profit will be available
against which the deductible temporary differencas be utilised, unless the
deferred tax asset arises from the initial recoigmitof an asset or liability in a
transaction that:

(a) is not a business combination; and

(b) at the time of the transaction, affects neitheccamting profit nor
taxable profit (loss).

However, for all deductible temporary differencesaciated with investments in
subsidiaries and associates, and interest in j@ntures an entity shall recognise a
deferred tax asset to the extent that, and onthécextent that, it is probable that:

(a) the temporary difference will reverse in the fareable future; and

(b) taxable profit will be available against which ttemporary difference
can be utilised.

16.11 An entity shall recognise a deferred tax aksethe carryforward of unused
tax losses and unused tax credits to the extentiths probable that future taxable
profit will be available against which the unusedx tosses and unused tax credits
can be utilised.

16.12 At each balance sheet date an entity shadssess any unrecognised
deferred tax assets, and shall recognise a prelyiaunsecognised deferred tax asset
only to the extent that it has become probable filmatre taxable profit will allow the
deferred tax asset to be recovered.

16.13 An entity shall recognise deferred tax a®ime or an expense and include
it in profit or loss for the period, except to thgtent that the tax arises from:
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(a) a transaction or event which is recognised, in $ame or a different
period, directly in equity, in which case the deést tax shall be
charged or credited directly to equity; or

(b) a business combination (see paragraph 16.14 816.1

Deferred tax arising from a business combinatiordahe resulting effect on
goodwill

16.14 The cost of a business combination is alledaby recognising the
identifiable assets acquired and liabilities andtamgent liabilities assumed at their
fair values at the acquisition date. Temporaryeatéhces arise when the tax bases of
the identifiable assets acquired and liabilitiesl @ontingent liabilities assumed are
not affected by the business combination or arecéfd differently. For example,
when the carrying amount of an asset is increasddit value but the tax base of the
asset remains at cost to the previous owner, ablex@mporary difference arises
which results in a deferred tax liability. The rédsug deferred tax liability affects
goodwill (see paragraph 16.15).

16.15 In accordance with Section 22, an entity gaéses any deferred tax assets
(to the extent that they meet the recognition cid@tén paragraph 16.10) or deferred
tax liabilities resulting from a business combimatias identifiable assets and
liabilities at the acquisition date. Consequentlypse deferred tax assets and
liabilities affect goodwill or the amount of anya@ess of the acquirer’s interest in the
net fair value of the acquiree’s identifiable asseliabilities and contingent
liabilities over the cost of the combination (sommed¢s referred to as ‘negative
goodwill’). However, in accordance with paragrap®.9(a), an entity does not
recognise deferred tax liabilities arising from ihéial recognition of goodwill.

16.16 Goodwill arising in a business combinatiomisasured as the excess of the
cost of the business combination over the acqusrigrterest in the net fair value of
the acquiree’s identifiable assets, liabilities amdtingent liabilities, in accordance
with paragraph 22.10 of these Principles. Very oftapon initial recognition of
goodwill, a taxable temporary difference arisesisT&ection does not permit the
recognition of the resulting deferred tax liabilitgcause goodwill is measured as a
residual and the recognition of the deferred takility would increase the carrying
amount of goodwill. Similarly, subsequent reductdn that unrecognised deferred
tax liability are also regarded as arising from thieial recognition of goodwill and
are therefore not recognised as required by paphgi®.96).

16.17 As a result of a business combination, amnimegmay consider it probable
that it will recover its own deferred tax assettthas not recognised before the
business combination. For example, the acquirer beagble to utilise the benefit of
its unused tax losses against the future taxakdétpsf the acquiree. In such cases,
the acquirer recognises a deferred tax asset, bes dot include it as part of the
accounting for the business combination, and tleeeetloes not take it into account
in determining the goodwill or the amount of anyess of the acquirer’s interest in
the net fair value of the acquiree’s identifiablesats, liabilities and contingent
liabilities over the cost of the combination (sommed¢s referred to as ‘negative
goodwill’).

16.18 If the potential benefit of the acquiree’same tax loss carry-forwards or
other deferred tax assets did not satisfy the datéor separate recognition (under
paragraph 22.7 of these Principles) when a busim@ssbination is initially
accounted for but is subsequently realised, theliimegshall recognise the resulting
deferred tax income in profit or loss. In additidghe acquirer shall:

(a) reduce the carrying amount of goodwill to the amiothat would have
been recognised if the deferred tax asset had lbeeognised as an
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identifiable asset from the acquisition date; and

(b) recognises the reduction in the carrying amountgobdwill as an
expense.

However, this procedure shall not result in theatian of ‘negative goodwill’, nor
shall it increase the amount previously recognimedany ‘negative goodwill’.

Recognition of current tax liabilities, current tassets and current tax

16.19 An entity shall recognise any unpaid curréa® for current and prior
periods as a liability.

16.20 An entity shall recognise as an asset anyuamalready paid in respect of
current and prior periods that exceeds the amouatfdr those periods.

16.21 An entity shall recognise current tax as meoor an expense and include it
in profit or loss for the period, except to theextthat the tax arises from:

(a) a transaction or event which is recognised, in $hene or a different
period, directly in equity, in which case the cuntréax shall be charged
or credited directly to equity; or

(b) a business combination (see paragraph 16.14 8)6.1

16.22 When an entity pays dividends to its sharééid it may be required to pay
a portion of the dividends to taxation authoritiesthe form of withholding tax, on
behalf of shareholders. Such an amount paid or lgay® taxation authorities shall
be recognised in equity as part of the dividends.

Measurement

16.23 An entity shall measure current tax liabéigti(assets) for the current and
prior periods, and related tax expense (incomejh@tmount expected to be paid to
(recovered from) the taxation authorities, using thx rates (and tax laws) that have
been enacted or substantively enacted by the riegodiate.

16.24 An entity shall measure deferred tax assetsliabilities, and related tax
expense (income), at the tax rates that are exgdotapply to the period when the
asset is realised or the liability is settled, lihea tax rates (and tax laws) that have
been enacted or substantively enacted by the riegodiate.

16.25 The measurement of deferred tax liabilitiesl @eferred tax assets shall
reflect the tax consequences that would follow friita manner in which the entity
expects, at the reporting date, to recover or sdlté carrying amounts of its assets
and liabilities. For example, if the temporary @ifénce arises from an item of
income that is expected to be taxable as a cagédtial in a future period, the deferred
tax liability is measured using the capital gair tate.

16.26 Deferred tax assets and deferred tax liadslishall not be discounted.

16.27 An entity shall review the carrying amountaofleferred tax asset at each
reporting date. An entity shall reduce the carryamgount of a deferred tax asset and
increase tax expense to the extent that it is ngéo probable that sufficient taxable
profit will be available to allow recovery of theefbrred tax asset. The entity shall
reverse that reduction to the extent that it sulbieeqly becomes probable that
sufficient taxable profit will be available.

Presentation

16.28 Deferred tax assets (liabilities) shall net dassified as current assets
(liabilities).

16.29 An entity shall offset current tax assets andrent tax liabilities if, and
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only if, the entity:
(a) has a legally enforceable right to set off theagmised amounts; and

(b) intends either to settle on a net basis, or ttisedahe asset and settle the
liability simultaneously.

16.30 An entity shall offset deferred tax assetd daferred tax liabilities if, and
only if:

(a) the entity has a legally enforceable right to e#tcurrent tax assets
against current tax liabilities; and

(b) the deferred tax assets and the deferred taxliligsi relate to income
taxes levied by the same taxation authority onegith

(i) the same taxable entity; or

(i) different taxable entities which intend eith&r settle current tax
liabilities and assets on a net basis, or to realle assets and
settle the liabilities simultaneously, in each fetyeriod in which
significant amounts of deferred tax liabilities @ssets are
expected to be settled or recovered.

16.31 The tax expense (income) related to profiloss shall be presented on the
face of the income statement.

Disclosure

16.32 An entity shall disclose the major componestsax expense (income)
separately.

16.33 The aggregate current and deferred tax nglab items that are charged or
credited to equity shall be disclosed separately.

16.34 An entity shall disclose a numerical recoatibn between tax expense
(income) and the product of accounting profit mplied by the applicable tax
rate(s), disclosing also the basis on which thelagable tax rate(s) is (are)
computed.

16.35 An entity shall also disclose, in respect edch type of temporary
difference, and in respect of each type of unuseddsses and unused tax credits:

(a) the amount of the deferred tax assets and ligdslirecognised in the
balance sheet for each period presented; and

(b) the amount of the deferred tax income or expersmgnised in the
income statement, if this is not apparent from ttenges in the
amounts recognised in the balance sheet.

16.36 In respect of discontinued operations antgnshall disclose the tax
expense relating to:

(a) the gain or loss on discontinuance; and

(b) the profit or loss from the discontinued operatiéor the period,
together with the corresponding amounts for eaclorpmperiod
presented.

16.37 The following shall also be disclosed:

(a) the amount (and expiry date, if any) of deductiblemporary
differences, unused tax losses, and unused taxitsréar which no
deferred tax asset is recognised in the balancetshad

(b) the amount of a deferred tax asset and the natfiréhe evidence
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supporting its recognition when:

(i) the utilisation of the deferred tax asset is eegent on future
taxable profits in excess of the profits arisingrfrthe reversal of
existing taxable temporary differences; and

(i) the entity has suffered a loss in either thereat or preceding
period in the tax jurisdiction to which the defedréax asset
relates.

Section 17: Provisions and contingencies
17.1 A provision is a liability of uncertain timingr amount.

17.2 A contingent asset is a possible asset thaéafrom past events and whose
existence will be confirmed only by the occurreramenon-occurrence of one or
more uncertain future events not wholly within ttentrol of the entity. Contingent
assets occur where the inflow of economic bena§itprobable, but not virtually
certain.

17.3 A contingent liability is:

(a) a possible obligation that arises from past evemd whose existence
will be confirmed only by the occurrence or non-oaence of one or
more uncertain future events not wholly within tentrol of the entity;
or

(b) an obligation at the balance sheet date that sfieem past events but is
not recognised because:

(i) it is not probable that a transfer of economienbfits will be
required to settle the obligation; or

(i) the amount of the obligation cannot be measuneth sufficient
reliability.

17.4 This Section does not apply to deferred taxlaades, which are covered by
more specific requirements of GAPSE.

Recognition and measurement of provisions
17.5 An entity shall recognise a provision only when
(a) the entity has a present obligation as a result past event;

(b) it is probable (i.e. more likely than not) thaetkntity will be required
to transfer economic benefits in settlement; and

(c) the amount of the obligation can be estimatedatsi.

17.6 The entity shall recognise the provision asahility in the balance sheet
and shall recognise the amount of the provisioaragxpense in profit or loss unless
(a) it is part of the cost of producing inventorieseé paragraph 15.3) ob)(it is
included in the cost of property, plant and equipimi@ accordance with paragraph
7.4.

17.7 An entity shall measure a provision at the bestimate of the amount
required to settle the obligation at the reportidege. When the effect of the time
value of money is material, the amount of a prauisshall be the present value of
the amount expected to be required to settle tHegation. The discount rate (or
rates) shall be a pre-tax rate (or rates) thaeofs) current market assessments of
the time value of money. The risks specific to lilability should be reflected either
in the discount rate or in the estimation of thecamts required to settle the
obligation, but not both. Gains from the expectddpdsal of assets shall be
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excluded from the measurement of a provision. Wagmovision is measured at the
present value of the amount expected to be requioeskttle the obligation, the
unwinding of the discount shall be recognised aarice cost.

17.8 Where some or all of the expenditure requireddttle a provision may be
reimbursed by another party (e.g. through an insceaclaim), the reimbursement
shall be recognised, as a separate asset, only whsrvirtually certain to be
received if the entity settles the obligation. hetincome statement, the expense
relating to the provision may be presented nethefriecovery.

17.9 An entity shall review provisions at each repay date and adjust them to
reflect the current best estimate of the amount thauld be required to settle the
obligation at that reporting date. Any adjustmetdsthe amounts previously
recognised shall be recognised in profit or loskess the provision was originally
recognised as part of the cost of inventories opprty, plant and equipment.

17.10 A provision shall be used only for expendsifor which the provision was
originally recognised.

Recognition and measurement of contingencies

17.11 Contingent liabilities and contingent assetwall not be recognised.
Nevertheless, paragraph 22.7(c) of these Principdgsiires a contingent liability
assumed in a business combination to be recogiiisesdfair value can be measured
reliably. The requirements of this paragraph shali prejudice the application of
paragraph 22.¢j.

17.12 Contingent liabilities recognised separassdypart of allocating the cost of
a business combination are excluded from the sa@dghis Section. However, the
acquirer shall disclose for those contingent lidigis the information required to be
disclosed by this Section for each class of prawisi

Disclosure
17.13 For each class of provision, an entity stadtlose:
(a) a brief description of the nature of the obligatiand the expected
timing of any resulting outflows of economic bensfi
(b) an indication of the uncertainties about the amamd timing of those
outflows; and
(c) a reconciliation of the carrying amount at the inegng and the end of
the financial reporting period showing:
(i) additional provisions made in the period, indhgl increases to
existing provisions;
(i) amounts used (i.e. incurred and charged agafhst provision)
during the period;
(iii) unused amounts reversed during the period;

(iv) the increase during the period in the discodngenount arising
from the passage of time; and

(v) the effect of any change in the discount rate.

17.14 Unless the possibility of any outflow of resoes in settlement is remote,
an entity shall disclose for each class of contimtgéability at the balance sheet
date:

(a) a brief description of the nature of the contingkability; and
(b) where practicable:
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(i) an estimate of its financial effect (if it is pnacticable to estimate
the financial effect, that fact shall be stated)da

(i) an indication of the uncertainties relatingttee amount or timing
of any outflow.

17.15 In determining which provisions or contingéabilities may be aggregated
to form a class, it is necessary to consider whethe nature of the items is
sufficiently similar for a single statement abobemn to fulfil the requirements of
paragraphs 17.13), 17.13p), 17.14@) and 17.141)(ii).

17.16 Details shall be provided where any valuageurity has been provided by
the entity in connection with a contingent liabjliand if so, what.

17.17 Where an inflow of economic benefits is proleaan entity shall disclose a
brief description of the nature of the contingessets at the balance sheet date, and,
where practicable, an estimate of their financfédat.

17.18 In extremely rare cases, disclosure of somelb of the information
required by paragraphs 17.13 - 17.17 can be expetterejudice seriously the
position of the entity in a dispute with other paston the subject matter of the
provision, contingent liability or contingent assbt such cases, an entity need not
disclose the information, but shall disclose thaayal nature of the dispute, together
with the fact that, and reason why, the informatih@s not been disclosed.

17.19 Unless disclosed elsewhere as required byerotBections of these
Principles, an entity shall disclose, where praatie, the following information:

(a) the existence of any restrictions on title and ¢herying amount of any
assets that the entity has pledged as collateral lifbilities or
contingent liabilities;

(b) the aggregate amount, or estimated amount, oft@lagixpenditure
contracted but not provided for;

(c) the aggregate amount, or estimated amount, ofta@lagixpenditure
authorised but not contracted; and

(d) the nature and business purpose of any arrangemthatt are not
included in the balance sheet, provided that teksriand rewards from
such arrangements are material and insofar as idsodure of such
risks and rewards is necessary for assessing tligy’enfinancial
position.

17.20 Details of any financial commitments that aeéevant to assessing the
entity’s state of affairs shall be disclosed. Amymomitments concerning pensions
and investments in subsidiaries, associates amdlyocontrolled entities shall be
disclosed separately.

17.21 Particulars shall be given of any charge lom dssets of the company to
secure the liabilities of any other person incldimwhere practicable, the amount
secured.

Section 18: Financial assets, financial liabiliteasd equity

18.1 A financial instrument is any contract that@gwise to a financial asset of
one entity and a financial liability or equity imstment of another entity.

18.2 A financial asset is primarily any asset ttsat i
(a) cash;
(b) an equity instrument of another entity; or
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(c) a contractual right:

(i) to receive cash or another financial asset fammother entity; or

(i) to exchange financial assets or financial lig@s with another
entity under conditions that are potentially favable to the
entity.

Financial assets covered by the definition of Inments under Section 9 of these
Principles, such as equity instruments of anothmetitg, and investments in
subsidiaries, associates and joint ventures coveredkr Section 10 of these
Principles, are accounted for in accordance withglovisions of those Sections and
are therefore exempt from the requirements of &astion.

18.3 A financial liability is primarily any liabilif that is a contractual obligation:
(a) to deliver cash or another financial asset to heoentity; or

(b) to exchange financial assets or financial liakdst with another entity
under conditions that are potentially unfavouratoléhe entity.

18.4 A derivative is a financial instrument with ahree of the following
characteristics:

(a) its value changes in response to the change ieaifed interest rate,
financial instrument price, commodity price, foreigexchange rate,
index of prices or rates, credit rating or creditiéx, or other variable,
provided in the case of a non-financial variablattthe variable is not
specific to a party to the contract;

(b) it requires no initial net investment or an initizet investment that is
smaller than would be required for other types offitcacts that would
be expected to have a similar response to chamgesiket factors; and

(c) itis settled at a future date.

18.5 An equity instrument is any contract that evices a residual interest in the
assets of an entity after deducting all of its iliies.

Recognition and Measurement at recognition

18.6 An entity shall recognise a financial assetaofinancial liability on its
balance sheet when, and only when, the entity besoamparty to the contractual
provisions of the instrument.

18.7 When a financial asset or financial liabilisyrecognised initially, an entity
shall measure it at cost (except for derivativesee paragraph 18.8), including
transaction costs that are directly attributabléhte acquisition of the financial asset
or the issue of the financial liability.

18.8 An entity may recognise derivatives on its baka sheet. An entity that
chooses to recognise a derivative shall measuag iititial recognition at its fair
value. When the fair value of a derivative at ialtrecognition materially differs
from the initial net investment, if any, paid orcedved to enter into a derivative
contract (i.e. the fair value of the consideratpaid or received), that difference
shall be recognised in the period in which it asisAny transaction costs that are
directly attributable to the acquisition or issufetloe derivative shall be recognised
as an expense in profit or loss.

Measurement after recognition - Financial assetsl &inancial liabilities (other
than Derivatives)

18.9 After initial recognition an entity shall re-amure all financial assets (other
than those covered by Section 9 of these Principtestake cognisance of
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impairment losses.

18.10 An entity is encouraged, but not requiredmeasure its financial assets
and liabilities which have different initial measment and maturity amounts (e.g.
attributable to transaction costs) at amortisedtaosng the effective interest
method. The difference between the initial and matamounts would be amortised
over the term of the instrument. The effective met&t method is a method of
calculating the amortised cost of a financial assea financial liability and of
allocating the interest income or interest expeasger the relevant period. The
effective interest rate is the rate that exactlgadiunts estimated future cash
payments or receipts through the expected lifeheffinancial instrument or, when
appropriate, a shorter period to the net carryingpant of the financial asset or
financial liability.

18.11 An entity may nevertheless measure its fireresssets and liabilities at the
initial amounts (subject to impairment consideraian the case of financial assets)
without amortising the difference between the adiind maturity amounts.

18.12 An entity shall assess at each balance sthatet whether there is any
objective evidence that a financial asset is imgailf any such evidence exists, the
entity shall determine the amount of any impairmiess.

18.13 If there is objective evidence that an impent loss has been incurred on a
financial asset, an entity shall measure an impaitoss as follows:

(a) for a financial asset measured at amortised cess impairment, the
impairment loss is the difference between the &ssetrrying amount
and the present value of estimated future cashdldigcounted at the
financial asset’s original effective interest raaad

(b) for a financial asset measured at cost less impsit, the impairment
loss is the difference between the asset’s carryangount and the
asset’s recoverable amount.

The amount of the impairment loss shall be recogghisnmediately in profit or
loss.

18.14 If, in a subsequent period, the amount ofitmgairment loss decreases and
the decrease can be related objectively to an eveaurring after the impairment
was recognised, the previously recognised impaitn@ss shall be reversed. The
reversal shall not result in a carrying amountha financial asset that exceeds what
the carrying amount would have been at the datenipairment is reversed had the
impairment not been recognised,. The amount ofrétversal shall be recognised in
profit or loss.

Measurement after recognition - Derivatives

18.15 An entity that chooses to recognise a deirieaghall measure it after initial
recognition at its fair value. Any increases or deases in the fair value of a
derivative shall be recognised in profit or lossthe period in which they arise. An
entity applies the guidance in paragraph 9.9 os¢hRrinciples to determine the fair
value of a derivative.

Debt/equity classification

18.16 A financial instrument, or its component parshall be classified as a
financial liability, a financial asset or an equitystrument in accordance with the
substance of the contractual arrangement rather itisdegal form. Some financial
instruments take the legal form of equity but aedbilities in substance and others
may combine features associated with equity instrnie and features associated
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with financial liabilities. For example a preferenshare that provides for mandatory
redemption by the issuer for a fixed or determimalaimount at a fixed or
determinable future date, or gives the holder tgbtrto require the issuer to redeem
the instrument at or after a particular date fdixed or determinable amount, is a
financial liability.

18.17 Dividends relating to a financial instrumemt a component that is a
financial liability shall be recognised as expemserofit or loss. Distributions to
holders of an equity instrument shall be debitedHy entity directly to equity, net
of any related income tax benefit. If an entity &es dividends after the balance
sheet date, the dividends shall not be recognisea ldability at the balance sheet
date.

Financial assets disclosures
18.18 An entity shall disclose:

(a) the measurement basis or bases used for detemnitiia carrying
amount of financial assets; and

(b) having regard to paragraph 4ey(of these Principles, an entity shall
give a reconciliation of the carrying amount at teginning and end of
the period showing the following, separately fornmzurrent (see
paragraph 4.16 of these Principles) loans to sudsSéas, associates and
jointly controlled entities that fall within the spe of this Section, and
for other non-current loans that fall within theope of this Section:

(i) additions;
(i) disposals;
(ili) impairment losses recognised in profit or lahsring the period;
(iv) reversals of impairment losses recognised dythe period;
(v) the net exchange differences arising on the dietion of the
financial statements from the functional currenntoia different
presentation currency (see Section 19 of thesechis); and

(vi) other changes.
Financial liabilities disclosures
18.19 An entity shall disclose, separately for ealass of financial liabilities:

(a) amounts owed by the entity becoming due and payafier more than
five years; and

(b) financial liabilities covered by valuable securftynished by the entity,
together with an indication of the nature and farfrthe security given.

Derivatives disclosures

18.20 When an entity chooses to recognise derigativt shall disclose the
amount of gains and losses resulting from changeté fair value of derivatives
recognised in profit or loss in accordance withggaaph 18.15.

18.21 When an entity chooses not to recognise d#vies, as permitted by
paragraph 18.8, it shall disclose the following:

(a) the fair value of the derivatives, if such a vaken be determined by
any of the following methods:

(i) a market value, for those derivatives for whigheliable market
can readily be identified. Where a market valuen& readily
identifiable for a derivative but can be identifiefbr its
components or for a similar instrument, the mank&ue may be
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derived from that of its components or of the saniinstrument;
or

(i) a value resulting from generally accepted vdioa models and
techniques, for those derivatives for which a reliéa market
cannot be readily identified. Such valuation modednd
techniques shall ensure a reasonable approximafidine market
value; and

(b) information about the extent and the nature ofdbavatives.
Equity disclosures

18.22 An entity with share capital shall disclobe following, either on the face
of the balance sheet or in the notes:

(a) for each class of share capital:

(i) the number of shares authorised;
(i) the number of shares issued and fully paid, asslied but not
fully paid;
(i) par value per share, or that the shares havear value;
(iv) a reconciliation of the number of shares outsliag at the
beginning and at the end of the period showing thenber

allotted, their aggregate nominal value, and thasoteration
received by the entity for the allotment;

(v) the rights, preferences and restrictions attaghio that class
including restrictions on the distribution of dieidds and the
repayment of capital;

(vi) shares in the entity held by the entity itself;

(vii) shares reserved for issue under options andraats for the sale
of shares, including the terms and amounts;

(b) a description of each reserve within equity; and

(c) for any part of the allotted share capital thahsists of redeemable
shares:

(i) the earliest and latest dates on which the caompeas the power
to redeem those shares;

(i) whether those shares must be redeemed in aeptew are liable
to be redeemed at the option of the company ohefshareholder;
and

(i) whether any (and, if so, what) premium is phi@on redemption.
18.23 The notes shall state:
(a) the aggregate amounts of dividends paid in tharfaial year (other

than those for which a liability existed at the imdiately preceding
balance sheet date);

(b) the aggregate amount of dividends that the compariable to pay at
the balance sheet date; and

(c) the aggregate amount of dividends that are pragphdedore the date of
approval of the financial statements, and not otles disclosed under
paragraphd) or (b) above.

18.24 If any fixed cumulative dividends on the camp’s shares are in arrears,
the amount of the arrears and the period for whaabkh class of dividends is in
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arrears shall be disclosed.
Section 19: Foreign currency translation

19.1 An entity’s functional currency is the currenoy the primary economic
environment in which the entity operates and geteraet cash flows. A foreign
currency is any currency that is not the functiooalrency.

19.2 An entity’s presentation currency is the cueienn which its financial
statements are presented, which may be regulatertleyant legislation where
applicable.

19.3 Monetary items are money held and assets afdlities to be received or
paid in a fixed or determinable amount of money.

Determining the functional currency
19.4 An entity shall identify its functional currenc

19.5 The primary economic environment in which atitgroperates is normally
the one in which it primarily generates and expecaish. The following are the most
important factors an entity considers in determgnits functional currency:

(a) the currency:

(i) that mainly influences sales prices for goodsl a®rvices (this
will often be the currency in which sales prices ifs goods and
services are denominated and settled); and

(i) of the country whose competitive forces and ukgions mainly
determine the sales prices of its goods and sesyice

(b) the currency that mainly influences labour, meatkend other costs of
providing goods or services (this will often be tberrency in which
such costs are denominated and settled).

19.6 The following factors may also provide eviderafean entity’s functional
currency:

(a) the currency in which funds from financing actieg (i.e. issuing debt
and equity instruments) are generated;

(b) the currency in which receipts from operating witités are usually
retained.

19.7 The following additional factors are considerén determining the
functional currency of a foreign operation, and wes its functional currency is the
same as that of the reporting entity (the reporgémgity, in this context, being the
entity that has the foreign operation as its sulasid branch, associate or joint
venture):

(a) whether the activities of the foreign operatiore ararried out as an
extension of the reporting entity, rather than lgegarried out with a
significant degree of autonomy. An example of tbhenfer is when the
foreign operation only sells goods imported frone tteporting entity
and remits the proceeds to it. An example of th#efais when the
operation accumulates cash and other monetary jtarosrs expenses,
generates income and arranges borrowings, all antiatly in its local
currency;

(b) whether transactions with the reporting entity arehigh or a low
proportion of the foreign operation’s activities;

(c) whether cash flows from the activities of the figre operation directly
affect the cash flows of the reporting entity amd eeadily available for
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remittance to it;

(d) whether cash flows from the activities of the figre operation are
sufficient to service existing and normally expetctgebt obligations
without funds being made available by the reporgmgity.

19.8 As noted in paragraph 19.1, the functional @ncy of an entity reflects the
underlying transactions, events and conditions @&t relevant to the entity.
Accordingly, once the functional currency is detéred, it can be changed only if
there is a change to those underlying transactiemsnts and conditions, such as a
change in the currency in which those underlyirepsactions, events and conditions
are denominated.

19.9 When there is a change in an entity’s functianarency, the entity shall
account for the effect of the change in functionafrency prospectively from the
date of the change. In other words, an entity ttates all items into the new
functional currency using the exchange rate atddie of the change. The resulting
translated amounts for non-monetary items are éxkas their historical cost.

Reporting foreign currency transactions in the ftional currency

19.10 When a transaction qualifies for recognition accordance with these
Principles, and such a transaction is denominatea foreign currency, an entity
shall record it by applying to the foreign currer@ymount the spot exchange rate,
between the functional currency and the currencyhich the transaction is
denominated, at the date on which the transaciish dualifies for recognition. For
practical reasons, unless the relevant exchangeoratates fluctuate significantly, a
rate that approximates the actual rate at the dfathe transaction is often used, for
example, an average rate for a week or a month Imeaysed for all transactions in
each foreign currency occurring during that period.

19.11 At each balance sheet date, an entity shall:
(a) translate foreign currency monetary items usingdlosing rate;

(b) translate non-monetary items that are measuregtrims of historical
cost in a foreign currency using the exchange edt¢he date of the
transaction; and

(c) translate non-monetary items that are measuréairatalue in a foreign
currency using the exchange rate at the date wherfair value was
determined.

19.12 Except as described in paragraph 19.15, &ityeshall recognise, in profit
or loss in the period in which they arise, exchamigiderences arising on the
settlement of monetary items or on translating ntaneitems at rates different from
those at which they were translated on initial mguition during the period or in
previous financial statements.

19.13 When a gain or loss on a non-monetary iteradéegnised directly in equity,
an entity shall recognise any exchange componenhatf gain or loss directly in
equity. Conversely, when a gain or loss on a nometary item is recognised in
profit or loss, an entity shall recognise any exuj@component of that gain or loss
in profit or loss.

Net investment in a foreign operation

19.14 An entity may have a monetary item that tereable from or payable to a
foreign operation. An item for which settlementnisither planned nor likely to
occur in the foreseeable future is, in substangeara of the entity’s net investment
in that foreign operation, and is accounted fomatordance with paragraph 19.15.
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Such monetary items may include long-term receieabdr loans. They do not
include trade receivables or trade payables.

19.15 Exchange differences arising on a monetagy ithat forms part of a
reporting entity’s net investment in a foreign ogtéon (see paragraph 19.14) shall
be recognised in profit or loss in the individualgncial statements of the reporting
entity or the individual financial statements o&tforeign operation, as appropriate.
In the financial statements that include the foneggeration and the reporting entity
(for example, consolidated financial statements mhiee foreign operation is a
subsidiary), such exchange differences shall begaised initially in a separate
component of equity and recognised in profit ordamn disposal of the net
investment in accordance with paragraph 19.19.

Use of a presentation currency other than the fioral currency

19.16 If an entity’s presentation currency diffémsm its functional currency, that
entity shall translate its results and financiakipion into the presentation currency,
using the following procedures:

(a) assets and liabilities for each balance sheetemtesl (i.e. including
comparatives) shall be translated at the closing & the date of that
balance sheet;

(b) income and expenses for each income statement {neluding
comparatives) shall be translated at exchange rattébe dates of the
transactions. If exchange rates between the funatiand presentation
currencies do not fluctuate significantly, an gntibay use a rate that
approximates the exchange rates at the dates ofr#msactions, for
example an average rate for the period; and

(c) all resulting exchange differences shall be recegoh as a separate
component of equity.

Translation of a foreign operation into the inveségresentation currency

19.17 In incorporating the results and financiakipion of a foreign operation
with those of the reporting entity (for example bgnsolidation or the equity
method), the entity shall translate the results findncial position of the foreign
operation into the reporting entity’s presentatiomrrency by applying the
requirements of paragraph 19.16 of these PrincipMsere the foreign operation is
to be consolidated, the reporting entity shall seidpsently follow normal
consolidation procedures, such as the eliminatibmntragroup balances and
intragroup transactions of a subsidiary (see Secfid Consolidated Financial
Statements). However, an intragroup monetary aggeliability), whether short-
term or long-term, cannot be eliminated against tlheresponding intragroup
liability (or asset) without showing the results odrrency fluctuations in the
consolidated financial statements. This is becabhsemonetary item represents a
commitment to convert one currency into another exploses the reporting entity to
a gain or loss through currency fluctuations. Aatiogly, in the consolidated
financial statements of the reporting entity, atitgrcontinues to recognise such an
exchange difference in profit or loss or, if itses from the circumstances described
in paragraph 19.15, the entity shall classify iteagiity until the disposal of the
foreign operation.

19.18 Any goodwill arising on the acquisition ofaeign operation and any fair
value adjustments to the carrying amounts of asaptksliabilities arising on the
acquisition of that foreign operation shall be teghas assets and liabilities of the
foreign operation. Thus, they shall be expressethenfunctional currency of the
foreign operation and shall be translated at thesiclg rate in accordance with
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paragraph 19.16.

19.19 On the disposal of a foreign operation, thenglative amount of the
exchange differences deferred in the separate caergoof equity relating to that
foreign operation shall be recognised in profitloss when the gain or loss on
disposal is recognised.

Disclosure

19.20 For items included in the financial statensemhich are or were originally
denominated in a foreign currency, an entity sliddclose the bases of conversion
used to express them in the functional currency.

19.21 An entity shall disclose:
(a) the amount of exchange differences recognisedafitpor loss; and

(b) net exchange differences classified in a separateponent of equity,
for instance in accordance with paragraph 19.18,aneconciliation of
the amount of such exchange differences at thenioégy and end of the
period.

19.22 An entity shall disclose the currency in white financial statements are
presented. When the presentation currency is @iffefrom the functional currency,
an entity shall state that fact and shall discldse functional currency and the
reason for using a different presentation currency.

19.23 When there is a change in the entity’s fuorai currency the entity shall
disclose that fact and the reason for the chanderintional currency.

Section 20: Post balance sheet events

20.1 Post balance sheet events are those eventsyréble and unfavourable,
that occur between the balance sheet date andatieewchen the financial statements
are authorised for issue. There are two types eht

(a) Adjusting events are those that provide evidentecanditions that
existed at the balance sheet date; and

(b) Non-adjusting events are those that are indicabfeconditions that
arose after the balance sheet date.

Recognition and Measurement

20.2 An entity shall adjust the amounts recognisedts financial statements,
including related disclosures, to reflect adjustengnts after the balance sheet date.
When adjusting the amounts recognised in the fir@rstatements, an entity shall
have regard to the recognition, measurement andalsre requirements in the
relevant sections of these Principles. Exampleadpfisting events are:

(a) the settlement, after the balance sheet date coust case that confirms
that the entity had a present obligation at theabe¢ sheet date, in
which case an entity shall recognise a correspandability and shall
adjust the amount previously recognised as promsim accordance
with Section 17 of these Principles; and

(b) the receipt of evidence after the balance shett that indicates that an
asset was impaired at the balance sheet date,asiehcustomer being
declared bankrupt or inventories being sold at mant that is lower
than their previously recognised net realisableugalln such case an
entity shall recognise an impairment loss, or adjas previously
recognised impairment loss, in accordance with iBast12 and 15 of
these Principles.



ACCOUNTANCY PROFESSION (GENERAL ACCOUNTING
PRINCIPLES FOR SMALLER ENTITIES) [S.L.281.03 77

20.3 An entity shall not adjust the amounts recogdim its financial statements
to reflect non-adjusting events after the balanlcees date. Nevertheless, if non-
adjusting events after the balance sheet date atenmal, non-disclosure could
influence the economic decisions of users takernttmmbasis of the financial
statements hence disclosures may need to be givandordance with this section.
Examples of non-adjusting events are a decline arkat value of investments
between the balance sheet date and the date whefirthncial statements are
authorised for issue, or an entity declaring divide to holders of equity instruments
after the balance sheet date.

Disclosure

20.4 An entity shall disclose the date on which fhreancial statements were
authorised for issue and who gave that authorisatio

20.5 An entity shall disclose the following for eaafaterial category of non-
adjusting event after the balance sheet date:

(a) the nature of the event; and

(b) an estimate of its financial effect, or a statetmigvat such an estimate
cannot be made.

Section 21: Related party disclosures
21.1 A party is related to an entity if:

(a) itis a parent, subsidiary, or fellow subsidiarytlee entity, or it controls
(including an individual), or is controlled by, ds under common
control with, the entity;

(b) itis an associate, or has an interest in theteitiat gives it (including
an individual) significant influence;

(c) itis a joint venture in which the entity is a warer, or it (including an
individual) has joint control over the entity;
(d) itis a director of the entity or of its parent;

(e) it is a close family member of any individual refed to in @) to (d)
above who may influence, or be influenced by, thdtvidual; or

(f) it is an entity that is controlled, jointly contled or significantly
influenced by any individual referred to id)(and €).

21.2 The following are not necessarily related peesti

(a) two entities simply because they have a directar dommon,
notwithstanding ) and (f) of paragraph 21.1;

(b) two venturers simply because they share joint @nbver a joint
venture;

(c) any of the following simply by virtue of their nmal dealings with an
entity (even though they may affect the freedonaction of an entity or
participate in its decision making process):

(i) providers of finance,
(if)y trade unions,
(ili) public utilities, and
(iv) government departments and agencies,
(d) a customer, supplier, franchisor, distributor engral agent with whom

an entity transacts a significant volume of busimeserely by virtue of
the resulting economic dependence.
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21.3 A related party transaction is a transfer abrgces, services or obligations
between related parties, regardless of whetheica jig charged.

Disclosure

21.4 Relationships between parents and subsidiasball be disclosed
irrespective of whether there have been transastlmiween those related parties.
Thus an entity shall always disclose, where applieathe name of its immediate
parent and, if different, the name of the ultimp@ent. If neither the entity’s
immediate parent nor its ultimate parent produaassolidated financial statements
available for public use, the entity shall alsodlése the name of the next most
senior parent that produces such financial statésndrie next most senior parent is
the first parent in the group, above the immedjseent, that produces consolidated
financial statements available for public use.

21.5 An entity shall disclose the following in rdlat to members of the entity’s
board of directors:

(a) the amount of the emoluments granted in respecthef financial
reporting period in the form of employee benefipmst employment
benefits, other long term benefits and terminatemefits;

(b) any benefits granted, any commitments or any eatgnt pension
commitments (where applicable) entered into, wiglspect to former
members of the board of directors;

(c) the amount of advances and credits granted withications of the
interest rates, main conditions and any amountaide@nd

(d) any commitments entered into on their behalf by wé guarantees of
any kind.

21.6 If there have been transactions between relpsgties, except as provided
for in paragraph 21.7, an entity shall disclose ttedure of the related party
relationships as well as information about the $aations and outstanding balances
necessary for an understanding of the potentiadafbf the relationships on the
financial statements. These disclosure requiremargsn addition to those required
by paragraph 21.5. As a minimum, disclosures sihalude:

(a) the amount of the transactions in aggregate focheaignificant
category of transactions, except when separatelodisce is
necessary for an understanding of the effects tdted party
transactions on the financial statements of théyent

(b) the amount of outstanding balances in aggregade an

(i) their terms and conditions, including whetheeyhare secured,
and the nature of the consideration to be provithedettlement;
and

(i) details of any guarantees given or received;

(c) provisions for doubtful debts related to the ambowfh outstanding
balances; and

(d) the expense recognised during the period in respebad or doubtful
debts due from related parties.

21.7 An entity which forms part of a larger groupeiscouraged, but not required,
to disclose the information required in paragrapt6an relation to transactions with
entities that form part of the same group to whileé entity belongs, provided that
the entity and all such related entities are coitdéed in consolidated financial
statements that are available for public use.
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Section 22: Business combinations and goodwill

22.1 This Section shall be applied by a parent koaating for its investments in
subsidiaries, associates and joint ventures irctimsolidated financial statements, if
any, that present the financial results of the paend its subsidiaries, associates
and joint ventures as those of a single economiityeim accordance with Section 23
of these Principles. This Section shall not be Bgabby an investor in accounting for
its investments in subsidiaries, associates andtjeentures in its individual
financial statements (as defined in paragraph 10Hg accounting for which is
specifically covered in Section 10 of GAPSE.

22.2 A business combination is the bringing togetbérseparate entities or
businesses into one reporting entity. The resuttedrly all business combinations is
that one entity, the acquirer, obtains control afecor more other separate
businesses, individually referred to as ‘the acegiir The acquisition date is the date
on which the acquirer effectively obtains contréltibe acquiree. Control is defined
in paragraph 10.3 of these Principles.

22.3 The acquirer is the combining entity that obsaicontrol of the other
combining entities or businesses.

Method of accounting

22.4 All business combinations shall be accounteadbfpapplying the purchase
method. Applying the purchase method involves tlboWing steps:

(a) identifying an acquirer;
(b) measuring the cost of the business combinatiod; an

(c) allocating, at the acquisition date, the costhd business combination
to the assets acquired and liabilities and contitdjabilities assumed.

22.5 The acquirer shall measure the cost of a basimmbination as the
aggregate of:

(a) the fair values, at the date of exchange, of asggten, liabilities
incurred or assumed, and equity instruments issyethe acquirer, in
exchange for control of the acquiree; plus

(b) any costs directly attributable to the businessicmation.

22.6 The acquirer shall, at the acquisition datégcalte the cost of a business
combination by recognising the acquiree’s identfmassets and liabilities and
those contingent liabilities that satisfy the reoitipn criteria at their fair values at
that date, except for non-current assets (or digpgsoups) that are classified as
held for sale, which shall be recognised at faluedess costs to sell. Any difference
between the cost of the business combination aadatiquirer’s interest in the net
fair value of the identifiable assets, liabilitiasd contingent liabilities so recognised
shall be accounted for in accordance with paragg&th9 - 22.17.

22.7 The acquirer shall recognise separately thalieeg's identifiable assets,
liabilities and contingent liabilities at the acgition date only if they existed at that
date and if they satisfy the following criteriatatait date:

(a) in the case of an asset other than an intangibdeta it is probable that
any associated future economic benefits will flaavthe acquirer, and
its fair value can be measured reliably;

(b) in the case of a liability other than a contingéability, it is probable
that an outflow of resources will be required tdtleethe obligation, and
its fair value can be measured reliably; and
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(c) in the case of an intangible asset or a contingjability, its fair value
can be measured reliably.

22.8 The acquirer’'s income statement shall incorfeothe acquiree’s profits and
losses after the acquisition date by including &élcguiree’s income and expenses
based on the cost of the business combination eoadtquirer. For example,
depreciation expense included after the acquisitiate in the acquirer’'s income
statement that relates to the acquiree’s depreeiabsets shall be based on the fair
values of those depreciable assets at the acqaisdate, i.e. their cost to the
acquirer.

Goodwill - Recognition and Measurement at recogmiti
22.9 Internally generated goodwill shall not be rguised.
22.10 The acquirer shall, at the date of acquisibba business:
(a) recognise goodwill acquired in a business comlmaas an asset; and

(b) initially measure that goodwill at its cost, beitige excess of the cost of
the business combination over the acquirer’s irgeia the net fair
value of the identifiable assets, liabilities andntingent liabilities
recognised in accordance with paragraph 22.7.

22.11 If the acquirer’s interest in the net fairlua of the identifiable assets,
liabilities and contingent liabilities recognisen accordance with paragraph 22.7
exceeds the cost of the business combination (somestreferred to as ‘negative
goodwill’), the acquirer shall:

(a) reassess the identification and measurement of #oguiree’s
identifiable assets, liabilities and contingent bildies and the
measurement of the cost of the combination; and

(b) recognise immediately in profit or loss any excessiaining after that
reassessment.

Goodwill - Measurement after recognition

22.12 After initial recognition, goodwill shall bearried at its cost less any
accumulated amortisation and any accumulated innpexit losses. To determine
whether goodwill is impaired, an entity applies Bat 12 of these Principles. That
Section explains how an entity reviews the carryamount of its assets, how it
determines the recoverable amount of an assetwdugeh it recognises, or reverses
the recognition of, an impairment loss. Becausedyall does not generate cash
flows independently of other assets or groups skés it is necessary to allocate
goodwill to the group (groups) of assets that ieJeexpected to benefit from the
synergies of the business combination for the psepof estimating its recoverable
amount. Any resulting impairment losses shall beognised in accordance with
paragraph 12.11 - 12.13 of these Principles.

22.13 The residual value assigned to goodwill shalkero.

22.14 An entity shall amortise goodwill on a stitatigine basis over its useful life,
which shall not exceed 20 years. The amortisatioarge for each period shall be
recognised in profit or loss.

22.15 The useful life of goodwill shall be reviewedgularly and revised if
necessary, subject to the constraint that the eslvisseful life shall not exceed 20
years from the date of acquisition. The carryingoant at the date of revision shall
be amortised over the revised estimate of remainseful life. Such a change shall
be accounted for as a change in an accounting astiin accordance with Section 5
of these Principles.
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22.16 Goodwill shall not be revalued.

22.17 An impairment loss recognised for goodwilllbhnot be reversed in a
subsequent period.

Disclosure

22.18 For each business combination (or group dividually immaterial
business combinations) that was (were) effecteihduhe period, the acquirer shall
disclose the following:

(a)
(b)
(c)
(d)

(€)
(f)

(9)

(h)

(i)

the names and descriptions of the combining esditir businesses;
the acquisition date;
the percentage of voting equity instruments acegsir

the cost of the combination and a descriptionha& tomponents of that
cost, including any costs directly attributableth@ combination. When
equity instruments are issued or issuable as péarthe cost, the
following shall also be disclosed:

(i) the number of equity instruments issued or i¥deaand

(if) the fair value of those instruments and theibder determining
that fair value;

details of any operations the entity has decidedispose of as a result
of the combination;

the amounts recognised at the acquisition dateefrh class of the
acquiree’s assets, liabilities and contingent lisibs, including
goodwill;

the amount of any excess recognised in profiosslin accordance with
paragraph 22.11, and the line item in the incona¢esbent in which the
excess is recognised;

a description of the factors that contributed toost that results in the
recognition of goodwill - a description of eachangible asset that was
not recognised separately from goodwill and an arption of why the

intangible asset’s fair value could not be measuretiably (see

paragraph 11.3 of these Principles) - or a desionpof the nature of

any excess recognised in profit or loss in accocdawith paragraph
22.11; and

the amount of the acquiree’s profit or loss sirtbe acquisition date
included in the acquirer’s profit or loss for therpd, unless disclosure
would be impracticable. If such disclosure wouldilmpracticable, that
fact shall be disclosed, together with an explaratf why this is the
case.

22.19 For each business combination effected #@fieend of the reporting period
but before the financial statements are authorfsedssue, the acquirer shall make
the disclosures required by paragraph 22.18 unsesh disclosure would be
impracticable. If disclosure of any of that infortitm would be impracticable, that
fact shall be disclosed, together with an explamatf why this is the case.

22.20 Having regard to paragraph £)76f these Principles, in respect of all
business combinations, an acquirer shall disclosecanciliation of the carrying
amount of goodwill at the beginning and end of tle@orting period, showing

separately:

(a)

the gross amount and accumulated amortisationimpairment losses
at the beginning of the period;
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(b) changes arising from new business combinationgairment losses,
disposals of previously acquired businesses, ahdrathanges; and

(c) the gross amount and accumulated amortisationimpeéirment losses
at the end of the period.

Section 23: Consolidated financial statements

23.1 Consolidated financial statements are the firelnstatements of a group
presented as those of a single economic entity.

23.2 Entities that prepare consolidated financiadtesnents may apply this
Section if, and only if, the group does not excaag of the following criteria in the
immediately preceding two consecutive financial ngea

(a) total revenue (as defined in regulation 5)( thirty-five million euro
(€35,000,000) computed net, or forty-two millionreu€42,000,000)
computed gross;

(b) balance sheet total (as defined in regulation &)2) seventeen million
and five hundred thousand euro (€17,500,000) coathoet, or twenty-
one million euro (€21,000,000) computed gross;

(c) employees (as determined in accordance with reiguab(2)(€)): two
hundred and fifty (250).

For the avoidance of doubt, the determination oésholds computed gross shall
mean that the group revenue and balance sheetlshalbmputed without any set-
offs and other adjustments that would be requigdtie preparation of consolidated
financial statements. Determination of thresholdsnputed net shall mean that
group revenue and balance sheet shall be compfimdsach adjustments have been
effected.

23.3 If, in certain circumstances, one or more ot thubsidiaries to be
consolidated are prohibited from applying GAPSEthe preparation of their
individual financial statements, the group’s congated financial statements may
nevertheless be prepared in accordance with thisi@e(subject to the overriding
principle in paragraph 23.2) provided that the daling information is disclosed in
the consolidated financial statements:

(a) the fact that a subsidiary (subsidiaries) has éhawrepared financial
statements in accordance with a financial reportirgnework other
than GAPSE;

(b) the name (names) of the relevant subsidiary (slibses); and

(c) the financial reporting framework under which thodinancial
statements have been prepared.

Consolidation procedures

23.4 The consolidated financial statements preserantial information about
the group as a single economic entity. In preparcogsolidated financial
statements, an entity shall:

(a) combine the financial statements of the parent iéndubsidiaries line
by line by adding together like items of assetsbilities, equity,
income and expenses;

(b) eliminate the carrying amount of the parent’s isiveent in each
subsidiary and the parent’s portion of equity offeaubsidiary;

(c) measure minority interests in the profit or los$ oonsolidated
subsidiaries for the reporting period separatelpnir the parent
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shareholders’ interest; and

(d) measure minority interests in the net assets obobdated subsidiaries
separately from the parent shareholders’ equitythiem. Minority
interests in the net assets consist of:

(i) the amount of those minority interests at theéedaf the original
combination; and

(i) the minority’s share of changes in equity sinde date of the
combination.

23.5 When potential voting rights exist (such asinptrights that would result
from exercise of share options or warrants or froomversion of convertible
securities), the proportions of profit or loss agfthnges in equity allocated to the
parent and minority interests are determined onktasis of existing ownership
interests and do not reflect the possible exeroiseonversion of potential voting
rights.

23.6 Intragroup balances and transactions, includimgome, expenses and
dividends, are eliminated in full. Profits and lessresulting from intragroup
transactions that are recognised in assets, suchvastory and fixed assets, are
eliminated in full. Intragroup losses may indicae impairment that requires
recognition in the consolidated financial statensent

23.7 The financial statements of the parent andsiibsidiaries used in the
preparation of the consolidated financial stateraesttall be prepared as of the same
reporting date. When the reporting dates of theptand a subsidiary are different,
the subsidiary prepares, for consolidation purppséslitional financial statements
as of the same date as the financial statemerttsegbarent unless it is impracticable
to do so.

23.8 Consolidated financial statements shall be g@meg using uniform
accounting policies for like transactions and otheents and conditions in similar
circumstances. If a member of the group uses ad@ogipolicies other than those
adopted in the consolidated financial statementdik@ transactions and events in
similar circumstances, appropriate adjustmentsnaade to its financial statements
in preparing the consolidated financial statements.

23.9 The income and expenses of a subsidiary adedad in the consolidated
financial statements from the acquisition date. Theome and expenses of a
subsidiary are included in the consolidated finahstatements until the date on
which the parent ceases to control the subsidi@he difference between the
proceeds from the disposal of the subsidiary asddtrrying amount as of the date of
disposal, including the cumulative amount of anglenge differences that relate to
the subsidiary recognised in equity in accordandé® Bection 19, is recognised in
the consolidated income statement as the gain ss kmn the disposal of the
subsidiary.

23.10 If an entity ceases to be a subsidiary bt ithvestor (former parent)
continues to hold some equity shares, those shaha$l be accounted for in
accordance with Section 9 of these Principles ftbmdate the entity ceases to be a
subsidiary, provided that it does not become aroeisde or a jointly controlled
entity. The carrying amount of the investment & ttate that the entity ceases to be
a subsidiary shall be regarded as the cost omainiteasurement of an investment.

23.11 An entity shall present minority interestthe consolidated balance sheet
within equity, separately from the parent sharebaddequity.

23.12 An entity shall disclose minority interestthe profit or loss of the group
separately in the income statement, as requirepaogigraph 4.21.



ACCOUNTANCY PROFESSION (GENERAL ACCOUNTING
84 [S.L.281.03 PRINCIPLES FOR SMALLER ENTITIES)

23.13 Losses applicable to the minority in a coitidkd subsidiary may exceed
the minority interest in the subsidiary’s equitynel excess, and any further losses
applicable to the minority, are allocated agairmst majority interest except to the
extent that the minority has a binding obligatiardas able to make an additional
investment to cover the losses. If the subsidiafysequently reports profits, such
profits are allocated to the majority interest Urihie minority’s share of losses
previously absorbed by the majority has been reav.e

Accounting for investments in associates and jgirintrolled entities in the
consolidated financial statements

23.14 When an entity prepares consolidated findrate&tements it shall measure
all its investments in associates and jointly colied entities in its consolidated
financial statements in accordance with the equigthod in paragraphs 10.15 -
10.23, and shall give the disclosures required hyagraph 10.28, of these
Principles.

Disclosure

23.15 An entity’s consolidated financial statemesitall include all the relevant
disclosures required by the respective Sectionth@de Principles.

Section 24: Discontinued operations and assets foelsale

24.1 A discontinued operation is a component of atite that either has been
disposed of, or is classified as held for sale, and

(a) represents a separate major line of businesseogmphical area of
operations;

(b) is part of a single coordinated plan to disposa sEparate major line of
business or geographical area of operations; or

(c) is a subsidiary acquired exclusively with a viewrésale.

24.2 A disposal group is a group of assets to bpadied of, by sale or otherwise,
together as a group in a single transaction, aablilities directly associated with
those assets that will be transferred in the tretica.

Discontinued operations - Presentation and Disclesu
24.3 An entity shall disclose:

(a) a single amount on the face of the income staténcemprising the
total of:

(i) the post-tax profit or loss of discontinued ogions; and

(i) the post-tax gain or loss recognised on the smeament to fair
value less costs to sell or on the disposal ofassets or group(s)
of assets and liabilities constituting the discongd operation;

(b) an analysis of the single amount &) (nto:

(i) the revenue, expenses, pre-tax profit or lossl amcome tax
expense of discontinued operations;

(i) the gain or loss recognised on the measureneair value less
costs to sell or on the disposal of the assetsroups) of assets
constituting the discontinued operation and thates income tax
expense.

The analysis may be presented in the notes or effiaite of the income statement.
If it is presented on the face of the income statenit shall be presented in a section
identified as relating to discontinued operationse, separately from continuing
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operations.

(c) the net cash flows attributable to the operatingesting and financing
activities of discontinued operations. These disales may be
presented either in the notes or on the face ofittencial statements.

24.4 Unless impracticable, an entity shall restagedisclosures in the preceding
paragraph for prior periods presented in the finahstatements so that the
disclosures relate to all operations that have baisnontinued by the end of the
reporting period for the latest period presented.

24.5 If an entity ceases to classify a componerdroentity as held for sale, the
entity shall reclassify the results of operatiorfstibe component previously
presented in discontinued operations and shalludelthem in income from
continuing operations for all periods presentede Bmounts for prior periods shall
be described as having been restated.

Non-current assets held for sale

24.6 An entity shall classify a non-current assetcliiding property, plant and
equipment, intangibles, and investments in subsiés associates and joint
ventures) as held for sale if its carrying amouiit e recovered principally through
a sale transaction rather than through continuigsg. For this to be the case, the
asset (or disposal group) must be available for admte sale in its present
condition subject only to terms that are usual anstomary for sales of such assets,
its sale must be highly probable, and the entitystrexpect to complete the sale
within one year from the date of classificationhedd for sale.

24.7 An entity shall measure a non-current assetligposal group) classified as
held for sale at the lower of its carrying amound dair value less costs to sell.

24.8 An entity shall not depreciate (or amortiseam-current asset while it is
classified as held for sale or while it is parteoflisposal group classified as held for
sale. Interest and other expenses attributablééditbilities of a disposal group
classified as held for sale shall continue to mgmised.

Non-current assets held for sale - Presentation Bistlosure

24.9 An entity shall present a non-current assetsifeed as held for sale and the
assets of a disposal group classified as held dtg separately from other assets in
the balance sheet. The liabilities of a disposalugrclassified as held for sale shall
be presented separately from other liabilitiesha balance sheet. Those assets and
liabilities shall not be offset and presented asrmgle amount. The major classes of
assets and liabilities classified as held for sdhilall be separately disclosed either on
the face of the balance sheet or in the notes. #ityeshall present separately any
cumulative income or expense recognised directlggnity relating to a non-current
asset (or disposal group) classified as held fte.sa

24.10 An entity shall not reclassify or re-presemhounts presented for non-
current assets (or for the assets and liabilitiedigposal groups) classified as held
for sale in the balance sheets for prior periodsetibect the classification in the
balance sheet for the latest period presented.

24.11 An entity shall disclose the following infoation in the period in which
non-current assets have been either classifieckkksfar sale or sold:

(a) a description of the asset or disposal group;

(b) a description of the facts and circumstances efshle, or leading to the
expected disposal, and the expected manner anddiofithat disposal;
and



ACCOUNTANCY PROFESSION (GENERAL ACCOUNTING
86 [S.L.281.03 PRINCIPLES FOR SMALLER ENTITIES)

(c) the gain or loss recognised, if not separatelyspnéed on the face of the
income statement.

Section 25: Adoption of GAPSE
25.1 An entity shall apply this Section upon:

(a) First-time adoption of GAPSE, i.e. when it premardinancial
statements that conform to these Principles in whie entity makes an
explicit and unreserved statement in those findnsimtements of
compliance with the General Accounting Principles $maller Entities
(GAPSE), and any of the following circumstancesvaik

(i) the entity did not present financial statemerfts previous
periods; or

(i) the entity presented all its previous financiatatements in
conformity with a financial reporting framework @h than
GAPSE.

(b) Subsequent adoption of GAPSE, i.e. when the endipplied these
Principles in previous financial reporting peridust presented its most
recent previous financial statements in conformitith a financial
reporting framework other than GAPSE. Typically sthivould apply
when, subsequent to the occurrence of the circumsta contemplated
in regulation 5(3)0)(i) or (ii) under which occurrence an entity is
disqualified from applying these Principles, anignis eligible to re-
apply GAPSE in accordance with sub-regulationso6}7), as the case
may be, of regulation 5 and the entity opts to ppig these Principles
and prepare financial statements that conform ¢ése¢hPrinciples.

First-time adoption

25.2 Paragraph 4.1 of these Principles defines aptete set of financial
statements.

25.3 Paragraph 4.7 of these Principles requires mptete set of financial
statements to show comparative amounts in respketheprevious comparable
period for every item presented in the financiatstments and notes thereto. An
entity may present comparative information in retpsf more than one comparable
prior period. Therefore, the date of an entity'ansition to these Principles is the
beginning of the earliest period for which the eéntpresents full comparative
information in accordance with GAPSE in its firgtdncial statements that conform
to these Principles.

25.4 An entity shall prepare an opening GAPSE balasiteet at the date of the
transition to GAPSE. This is the starting point f&r accounting under GAPSE.

25.5 An entity shall use the same accounting pdidie its opening GAPSE
balance sheet and throughout all periods preseiméhle financial statements to
which paragraph 25.1 refers. Those accounting pesicshall comply with the
relevant Sections of these Principles.

25.6 An entity shall, in its opening balance sheet:

(a) recognise all assets and liabilities whose recogmiis required by
these Principles;

(b) not recognise items as assets or liabilities st Principles do not
permit such recognition;

(c) reclassify items that it recognised under its jpwasg financial reporting
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framework as one type of asset, liability or comgonof equity, but are
a different type of asset, liability or componeritequity under these
Principles; and

(d) apply these Principles in measuring all recogniassets and liabilities.

25.7 The accounting policies that an entity usestsnopening balance sheet
under these Principles may differ from those thatsied for the same date using its
previous financial reporting framework. The resalfiadjustments arise from
transactions, other events or conditions beforedhte of transition to these
Principles. Therefore, an entity shall recognisesthadjustments directly in retained
earnings (or, if appropriate, another category @dity) at the date of transition to
these Principles.

25.8 If it is impracticable for an entity to restahe opening balance sheet at the
date of transition in accordance with these Prihesp the entity shall apply
paragraphs 25.4 — 25.7 in the earliest period foictv it is practicable to do so, and
shall disclose the date of transition and the that data presented for prior periods
are not comparable. If it is impracticable for amtity to provide any disclosures
required by these Principles for any period befive period in which it prepares its
first financial statements that conform to thesaPiples, the omission shall be
disclosed.

Subsequent adoption

25.9 Upon subsequent adoption an entity shall apphagraphs 25.4 - 25.7, and
the term opening balance sheet shall be takenfes te the balance sheet as at the
beginning of the earliest period for which the éntpresents full comparative
information in accordance with these Principleghe financial statements that
conform to these Principles.

Presentation and disclosure

25.10 An entity shall disclose the date of the $iton to GAPSE, and shall
explain whether it is a case of first-time adoptamsubsequent adoption of GAPSE.
In the latter case, an entity shall also disclose date of the end of the latest
financial reporting period for which the entity hadeviously prepared its financial
statements in accordance with these Principles.

25.11 An entity shall explain how the transitiororfr its previous financial
reporting framework to these Principles affectedr#ported financial position and
financial performance. In particular, an entityimdncial statements to which
paragraph 25.1 refers shall include:

(a) reconciliations of its equity reported under itsepous financial
reporting framework to its equity under these Piptes for both of the
following dates:

(i) the date of transition to these Principles; and

(ii) the end of the latest period presented in thé&tg’'s most recent
annual financial statements under its previousrf@al reporting
framework; and

(b) a reconciliation of the profit or loss reportedden its previous financial
reporting framework for the latest period in thetigfs most recent
annual financial statements to its profit or lossler these Principles
for the same period.



