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The following amendments were previously set out in the Appendix to the Standards as
they were not yet effective. These amendments are applicable for annual financial
reporting periods beginning on or after 1 January 2016.

* Disclosure Initiative (Amendments to HKAS 1 Presentation of Financial Statements)
are designed to further encourage companies to apply professional judgement in
determining what information to disclose in their financial statements. Furthermore,
the amendments clarify that companies should use professional judgement in
determining where and in what order information is presented in the financial
disclosures.

e  Accounting for Acquisitions of Interests in Joint Operations (Amendments to HKFRS
11 Joint Arrangements) addresses the accounting for interests in joint ventures and
joint operations. The amendments add new guidance on how to account for the
acquisition of an interest in a joint operation that constitutes a business. The
amendments specify the appropriate accounting treatment for such acquisitions.

*  Annual Improvements to HKFRSs 2012-2014 Cycle is a series of amendments to
HKFRSs in response to the International Accounting Standards Board's
annual improvements project to make necessary, but non-urgent, amendments to
HKFRSs that will not be included as part of any other project.

Document Reference and Title Instructions Explanations
Contents of Volume |l Insert the revised pages i - ii. Revised contents
Discard the replaced pages i - pages

HONG KONG ACCOUNTING STANDARDS (HKAS)

HKAS 1 Replace the cover page and Amendments due to
Presentation of Financial pages 2, 4, 11, 14-15, 19-21, 26, Disclosure Initiative
Statements 31-32, 37, 56-57, 65, 67-68,

73-74, 78, 88, 91-94 and
105A-105B with the revised cover
page and revised pages 2, 4, 11,


http://app1.hkicpa.org.hk/hksaebk/HKSA_Members_Handbook_Master/volumeII/contentpage.pdf
http://app1.hkicpa.org.hk/hksaebk/HKSA_Members_Handbook_Master/volumeII/hkas01revdec07.pdf
http://app1.hkicpa.org.hk/hksaebk/HKSA_Members_Handbook_Master/volumeII/hkas01revdec07.pdf
http://app1.hkicpa.org.hk/hksaebk/HKSA_Members_Handbook_Master/volumeII/hkas01revdec07.pdf

HKAS 19 (2011)
Employee Benefits

HKAS 34
Interim Financial Reporting

HKAS 36
Impairment of Assets

14-15, 19-21, 26, 31-32, 37,
56-57, 65, 67-68, 73-74, 78, 88,
91-94 and 105A-105B. Insert
page 26A after page 26, pages

65A-65B after page 65, page 67A

after page 67, page 74A after
page 74, page 78A after page 78
and page 83A after page 83.

Discard Pages 55A-55G, 85A-G and

pages 105C-105F.

Replace the cover page and
pages 4-5, 29, 47, 54, 89, 91 and
117 with the revised cover page
and revised pages 4-5, 29, 47,
54, 89, 91 and 117. Insert pages
91A-91C after page 91.

Replace the cover page and
pages 2-3, 6, 8 and 13 with the
revised cover page and revised
pages 2-3, 6, 8 and 13. Insert
page 13A after page 13 and page
14A after page 14.

Replace the cover page and
pages 2 and 14 with the revised
cover page and revised pages 2
and 14.

HONG KONG FINANCIAL REPORTING STANDARDS (HKFRS)

HKFRS 1 (Revised)
First-time Adoption of Hong Kong

Financial Reporting Standards

(Standard)

HKFRS 1 (Revised)
First-time Adoption of Hong Kong

Financial Reporting Standards
(Basis for Conclusions)

HKFRS 4
Insurance Contracts
(Revised Guidance on

Implementing)

HKFRS 5
Non-current Assets Held for Sale

and Discontinued Operations

(Standard)

Replace the cover page and
pages 15, 21, 25 and 30 with the
revised cover page and revised
pages 15, 21, 25 and 30.

Replace the cover page and
pages 3 and 34 with the revised
cover page and revised pages 3
and 34.

Replace the cover page and
pages 2 and 25-26 with the
revised cover page and revised
pages 2 and 25-26.

Replace the cover page and
pages 2-3, 11-12 and 16 with the
revised cover page and revised
pages 2-3, 11-12 and 16. Insert
page 12A after page 12 and page
16A after page 16.

Amendments due to
Annual Improvements
to HKFRSs 2012-2014
Cycle

Amendments due to

- Disclosure Initiative
Annual
Improvements to
HKFRSs
2012-2014Cycle

Amendments due to
Accounting for
Acquisitions of Interests
in Joint Operations

Amendments due to
Accounting for
Acquisitions of
Interests in Joint
Operations
Annual
Improvements to
HKFRSs
2012-2014Cycle

Amendments due to
Disclosure Initiative

Amendments due to
Accounting for
Acquisitions of
Interests in Joint
Operations


http://app1.hkicpa.org.hk/hksaebk/HKSA_Members_Handbook_Master/volumeII/hkas19_2011.pdf
http://app1.hkicpa.org.hk/hksaebk/HKSA_Members_Handbook_Master/volumeII/hkas19_2011.pdf
http://app1.hkicpa.org.hk/hksaebk/HKSA_Members_Handbook_Master/volumeII/hkas34.pdf
http://app1.hkicpa.org.hk/hksaebk/HKSA_Members_Handbook_Master/volumeII/hkas34.pdf
http://app1.hkicpa.org.hk/hksaebk/HKSA_Members_Handbook_Master/volumeII/hkas36.pdf
http://app1.hkicpa.org.hk/hksaebk/HKSA_Members_Handbook_Master/volumeII/hkas36.pdf
http://app1.hkicpa.org.hk/hksaebk/HKSA_Members_Handbook_Master/volumeII/hkfrs1revised.pdf
http://app1.hkicpa.org.hk/hksaebk/HKSA_Members_Handbook_Master/volumeII/hkfrs1revised.pdf
http://app1.hkicpa.org.hk/hksaebk/HKSA_Members_Handbook_Master/volumeII/hkfrs1revised.pdf
http://app1.hkicpa.org.hk/hksaebk/HKSA_Members_Handbook_Master/volumeII/hkfrs1revised.pdf
http://app1.hkicpa.org.hk/hksaebk/HKSA_Members_Handbook_Master/volumeII/hkfrs1revised.pdf
http://app1.hkicpa.org.hk/hksaebk/HKSA_Members_Handbook_Master/volumeII/hkfrs1revised.pdf
http://app1.hkicpa.org.hk/hksaebk/HKSA_Members_Handbook_Master/volumeII/hkfrs1revised.pdf
http://app1.hkicpa.org.hk/hksaebk/HKSA_Members_Handbook_Master/volumeII/hkfrs1revised.pdf
http://app1.hkicpa.org.hk/hksaebk/HKSA_Members_Handbook_Master/volumeII/hkfrs4.pdf
http://app1.hkicpa.org.hk/hksaebk/HKSA_Members_Handbook_Master/volumeII/hkfrs4.pdf
http://app1.hkicpa.org.hk/hksaebk/HKSA_Members_Handbook_Master/volumeII/hkfrs4.pdf
http://app1.hkicpa.org.hk/hksaebk/HKSA_Members_Handbook_Master/volumeII/hkfrs4.pdf
http://app1.hkicpa.org.hk/hksaebk/HKSA_Members_Handbook_Master/volumeII/hkfrs5.pdf
http://app1.hkicpa.org.hk/hksaebk/HKSA_Members_Handbook_Master/volumeII/hkfrs5.pdf
http://app1.hkicpa.org.hk/hksaebk/HKSA_Members_Handbook_Master/volumeII/hkfrs5.pdf
http://app1.hkicpa.org.hk/hksaebk/HKSA_Members_Handbook_Master/volumeII/hkfrs5.pdf

HKFRS 5

Non-current Assets Held for Sale
and Discontinued Operations
(Basis for Conclusions)

HKFRS 7
Financial Instruments: Disclosures

(Standard)

HKFRS 7
Financial Instruments: Disclosures

(Basis for Conclusions)

HKFRS 8
Operating Segments
(Guidance on Implementing)

HKFRS 11
Joint Arrangements

(Standard)

HKFRS 11
Joint Arrangements
(Basis for Conclusions)

HKFRS 11
Joint Arrangements
(lllustrative Examples)

Annual Improvements to HKFRSs
2012-2014 Cycle

Replace the cover page and
pages 2 and 17-17A with the
revised cover page and revised
pages 2 and 17-17A. Insert page
2A after page 2 and pages
17B-17C after page 17A.

Replace the cover page and Amendments due to
pages 2, 13, 23-24, 29 and 35 - Disclosure Initiative

with the revised cover page and - Annual
revised pages 2, 13, 23-24, 29 Improvements to
and 35. Insert page 35A after HKFRSs

page 35. 2012-2014Cycle
Replace the cover page and

pages 3 and 31-34 with the

revised cover page and revised

pages 3 and 31-34. Insert pages

35-36 after page 34.

Replace the cover page and page Amendments due to
3 with the revised cover page and Disclosure Initiative
revised page 3.

Amendments due to
Accounting for
Acquisitions of Interests
in Joint Operations

Replace the cover page and
pages 2-5, 8 and 23-31 with the
revised cover page and revised
pages 2-5, 8 and 23-31. Discard
page 29A and pages 32-43.

Replace the cover page and

pages 2-3, 12, and 16-21 with the
revised cover page and revised
pages 2-3, 12, and 16-21. Insert
pages 12A-12C after page 12.
Discard pages 16A, 20A and pages
22-27.

Replace the cover page and
pages 2 and 10-14 with the
revised cover page and revised
pages 2 and 10-14. Discard page
15.

Amendments have
been incorporated into
relevant HKFRSs

Discard the document.


http://app1.hkicpa.org.hk/hksaebk/HKSA_Members_Handbook_Master/volumeII/hkfrs5.pdf
http://app1.hkicpa.org.hk/hksaebk/HKSA_Members_Handbook_Master/volumeII/hkfrs5.pdf
http://app1.hkicpa.org.hk/hksaebk/HKSA_Members_Handbook_Master/volumeII/hkfrs5.pdf
http://app1.hkicpa.org.hk/hksaebk/HKSA_Members_Handbook_Master/volumeII/hkfrs5.pdf
http://app1.hkicpa.org.hk/hksaebk/HKSA_Members_Handbook_Master/volumeII/hkfrs7.pdf
http://app1.hkicpa.org.hk/hksaebk/HKSA_Members_Handbook_Master/volumeII/hkfrs7.pdf
http://app1.hkicpa.org.hk/hksaebk/HKSA_Members_Handbook_Master/volumeII/hkfrs7.pdf
http://app1.hkicpa.org.hk/hksaebk/HKSA_Members_Handbook_Master/volumeII/hkfrs7.pdf
http://app1.hkicpa.org.hk/hksaebk/HKSA_Members_Handbook_Master/volumeII/hkfrs7.pdf
http://app1.hkicpa.org.hk/hksaebk/HKSA_Members_Handbook_Master/volumeII/hkfrs7.pdf
http://app1.hkicpa.org.hk/hksaebk/HKSA_Members_Handbook_Master/volumeII/hkfrs8.pdf
http://app1.hkicpa.org.hk/hksaebk/HKSA_Members_Handbook_Master/volumeII/hkfrs8.pdf
http://app1.hkicpa.org.hk/hksaebk/HKSA_Members_Handbook_Master/volumeII/hkfrs8.pdf
http://app1.hkicpa.org.hk/hksaebk/HKSA_Members_Handbook_Master/volumeII/hkfrs11.pdf
http://app1.hkicpa.org.hk/hksaebk/HKSA_Members_Handbook_Master/volumeII/hkfrs11.pdf
http://app1.hkicpa.org.hk/hksaebk/HKSA_Members_Handbook_Master/volumeII/hkfrs11.pdf
http://app1.hkicpa.org.hk/hksaebk/HKSA_Members_Handbook_Master/volumeII/hkfrs11.pdf
http://app1.hkicpa.org.hk/hksaebk/HKSA_Members_Handbook_Master/volumeII/hkfrs11.pdf
http://app1.hkicpa.org.hk/hksaebk/HKSA_Members_Handbook_Master/volumeII/hkfrs11.pdf
http://app1.hkicpa.org.hk/hksaebk/HKSA_Members_Handbook_Master/volumeII/hkfrs11.pdf
http://app1.hkicpa.org.hk/hksaebk/HKSA_Members_Handbook_Master/volumeII/hkfrs11.pdf
http://app1.hkicpa.org.hk/hksaebk/HKSA_Members_Handbook_Master/volumeII/hkfrs11.pdf

VOLUME I

Document Reference and Title Instructions Explanations
Contents of Volume llI Discard the existing pages i, iv Revised contents
and replace with the revised page
pages i, iv.

HONG KONG STANDARDS ON INVESTMENT CIRCULAR REPORTING ENGAGEMENTS

HKSIR 200 Accountants' Reports on Insert before HKSIR 400 (Revised). Note 1
Historical Financial Information in
Investment Circulars

HKSIR 400 (Revised) Comfort Letters  Discard HKSIR 400 issued in Note 2
and Due Diligence Meetings October 2005 and revised in

December 2012 and replace with

HKSIR 400 (Revised).

Notes:

1.  The key objective of the new HKSIR 200 is to provide an up to date guidance to the
profession for the preparation of an accountants’ report under the current Listing
Rules of The Stock Exchange of Hong Kong Limited by codifying existing practice.
HKSIR 200 is effective for engagements where the investment circular is dated on or
after 1 July 2017 and early application is permitted. The extant AG 3.340 will be
superseded when HKSIR 200 becomes effective.

2. HKSIR 400 (Revised) is further revised to include guidance regarding oral due
diligence and the key revisions are set out in Appendices 5A and 5B. The revisions
made are effective upon issuance. In order for readers to easily identify all changes, a
marked-up version is posted at:
http://www.hkicpa.org.hk/file/media/section6_standards/technical resources/pdf-file/ha
ndbook/trackstds193.pdf



http://app1.hkicpa.org.hk/hksaebk/HKSA_Members_Handbook_Master/volumeIII/contentpage.pdf
http://app1.hkicpa.org.hk/hksaebk/HKSA_Members_Handbook_Master/volumeIII/hksir200.pdf
http://app1.hkicpa.org.hk/hksaebk/HKSA_Members_Handbook_Master/volumeIII/hksir200.pdf
http://app1.hkicpa.org.hk/hksaebk/HKSA_Members_Handbook_Master/volumeIII/hksir200.pdf
http://app1.hkicpa.org.hk/hksaebk/HKSA_Members_Handbook_Master/volumeIII/hksir400.pdf
http://app1.hkicpa.org.hk/hksaebk/HKSA_Members_Handbook_Master/volumeIII/hksir400.pdf
http://www.hkicpa.org.hk/file/media/section6_standards/technical_resources/pdf-file/handbook/trackstds193.pdf
http://www.hkicpa.org.hk/file/media/section6_standards/technical_resources/pdf-file/handbook/trackstds193.pdf
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Issue/(Review
date)
PREFACE AND FRAMEWORK
PREFACE Preface to Hong Kong Financial Reporting Standards ............ccccocvveeininneen, 10/06(4/15)
CONCEPTUAL  Conceptual Framework for Financial Reporting..........c.coocvvveeiiieeeiiciieneeee, 10/10
FRAMEWORK
HONG KONG ACCOUNTING STANDARDS (HKAS)

HKAS 1 Presentation of Financial Statements...........ccccceviiiiiiiiiiie e, 12/07 (12/16)
Revised
HKAS 2 INVENTOTIES ...ttt e et e e bt e e e e nneeeeeaan 3/04(2/14)
HKAS 7 Statement of Cash FIOWS .......c.uuiiiiiiiiiiie e 12/04(6/16)
HKAS 8 Accounting Policies, Changes in Accounting Estimates and Errors ............. 9/04(2/14)
HKAS 10 Events after the Reporting Period ............coooiiiiiiiiiiiiiiiiie e 3/04(2/14)
HKAS 11 Construction CoNtraCtS ... ...cveiiuiiiieiiiiie e 12/04(3/10)
HKAS 12 INCOMIE TAXES ...tveeeeieeeieeite et e ettt e e e e e e e e e e e eaeeeas 11/04(6/16)
HKAS 16 Property, Plant and EQUIipment ...........ccooeiiiiiiiie 11/05(11/16)
HKAS 17 LBASES ... ettt ittt ettt bbbttt b e neeas 12/04(2/14)
HKAS 18 REVENUE ...ttt 11/04(5/14)
HKAS 19 EMpIloyee BeNefitS.........oooiiiiiiiiiiieeee e 7/11(12/16)
(2011)
HKAS 20 Accounting for Government Grants and Disclosure of Government

ASSISTANCE ..ot 12/04(2/14)
HKAS 21 The Effects of Changes in Foreign Exchange Rates ..........cccocccveivieeeenne. 3/04(5/14)
HKAS 23 Borrowing COosStS e 6/07(3/10)
Revised
HKAS 24 Related Party DISCIOSUIES ........coiiiiiiiiiiiiieiee et 11/09 (11/16)
Revised
HKAS 26 Accounting and Reporting by Retirement Benefit Plans ...............cccccccceee. 8/04
HKAS 27 Separate Financial Statements ...........oooociiiiiiii i 6/11(09/14)
(2011)
HKAS 28 Investments in Associates and Joint Ventures..............ooeeveieieiiiiiiiiiiiiiiinnnnns 6/11(1/16)
(2011)

i contents (12/16)



http://app1.hkicpa.org.hk/ebook/HKSA_Members_Handbook_Master/volumeII/preface.pdf
http://app1.hkicpa.org.hk/ebook/HKSA_Members_Handbook_Master/volumeII/framework.pdf
http://app1.hkicpa.org.hk/ebook/HKSA_Members_Handbook_Master/volumeII/hkas01revdec07.pdf
http://app1.hkicpa.org.hk/ebook/HKSA_Members_Handbook_Master/volumeII/hkas02.pdf
http://www.hkicpa.org.hk/hksaebk/HKSA_Members_Handbook_Master/volumeII/hkas07.pdf
http://app1.hkicpa.org.hk/ebook/HKSA_Members_Handbook_Master/volumeII/hkas08.pdf
http://app1.hkicpa.org.hk/ebook/HKSA_Members_Handbook_Master/volumeII/hkas10.pdf
http://www.hkicpa.org.hk/hksaebk/HKSA_Members_Handbook_Master/volumeII/hkas11.pdf
http://www.hkicpa.org.hk/hksaebk/HKSA_Members_Handbook_Master/volumeII/hkas12.pdf
http://app1.hkicpa.org.hk/ebook/HKSA_Members_Handbook_Master/volumeII/hkas16.pdf
http://www.hkicpa.org.hk/hksaebk/HKSA_Members_Handbook_Master/volumeII/hkas17.pdf
http://www.hkicpa.org.hk/hksaebk/HKSA_Members_Handbook_Master/volumeII/hkas18.pdf
http://app1.hkicpa.org.hk/ebook/HKSA_Members_Handbook_Master/volumeII/hkas19_2011.pdf
http://www.hkicpa.org.hk/hksaebk/HKSA_Members_Handbook_Master/volumeII/hkas20.pdf
http://www.hkicpa.org.hk/hksaebk/HKSA_Members_Handbook_Master/volumeII/hkas20.pdf
http://app1.hkicpa.org.hk/ebook/HKSA_Members_Handbook_Master/volumeII/hkas21.pdf
http://www.hkicpa.org.hk/ebook/HKSA_Members_Handbook_Master/volumeII/hkas23revised.pdf
http://www.hkicpa.org.hk/hksaebk/HKSA_Members_Handbook_Master/volumeII/hkas24revised.pdf
http://app1.hkicpa.org.hk/ebook/HKSA_Members_Handbook_Master/volumeII/hkas26.pdf
http://app1.hkicpa.org.hk/ebook/HKSA_Members_Handbook_Master/volumeII/hkas27_2011.pdf
http://app1.hkicpa.org.hk/ebook/HKSA_Members_Handbook_Master/volumeII/hkas28_2011.pdf

HKAS 29
HKAS 32
HKAS 33
HKAS 34
HKAS 36
HKAS 37
HKAS 38
HKAS 39
HKAS 40
HKAS 41

HKFRS 1
Revised

HKFRS 2

HKFRS 3
Revised

HKFRS 4
HKFRS 5
HKFRS 6
HKFRS 7
HKFRS 8
HKFRS 9
HKFRS 9

HKFRS 9
(2014)

HKFRS 10
HKFRS 11
HKFRS 12
HKFRS 13
HKFRS 14
HKFRS 15
HKFRS 16

Financial Reporting in Hyperinflationary Economies .............cccccccceeeeeeenen.

Financial Instruments: Presentation...........ooooveiiiiiiiieiee e

Earnings PEI SNAIE ....... oo e

Interim

Financial RepOrting .......oovivveieiiie e

IMPAIrMENt Of ASSELS ... e

Provisions, Contingent Liabilities and Contingent Assets..........ccccceeeeeeenee.

INtANGIDIE ASSELS ... . it e e e e e e e e

Financial Instruments: Recognition and Measurement.............cccceeeeeennnnn..

INVESTMENT PrOPEITY ...coveiieeee e e e s
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First-time Adoption of Hong Kong Financial Reporting Standards ...........

Share-based PaymMENt ........coouuiiiiiieeeeee et

BUSINESS ComMDbBINAtIONS.......ueiiiiieieeeee e eaes

INSUrANCE CONIIACES ... ..ot e e e

Non-current Assets Held for Sale and Discontinued Operations...............

Exploration for and Evaluation of Mineral Resources..........cccoovvvueveeeennnn...

Financial Instruments: DISCIOSUIES .......couuniiiieeeeeeee e

OPerating SEAMENES .. .coeeiieeeee et eaa

Financial INStrUMENES .........uuiiiie e e

Financial Instruments (Hedge Accounting) ........ccoevivieeeiiiiieieeieiieeeeeees

Financial INStrUMENTS ... .ovniieeieee e e e eans

Consolidated Financial Statements .............ooeiiiiiiiiiiiee e

JOINT AMMANGEMENTS ... e e e e e e e aaaas

Disclosure of Interests in Other EntitieS ......cooveeieieeeiieeeee e

Fair Value MeasUrEmMENT.........oove it e e

Reqgulatory Deferral ACCOUNTS ........c.uuiiieeiiieeee et

Revenue from Contracts with CUStOMErS ........cooevvviiiiiiiiiiiee e

Issue/(Review
date)

3/04(4/10)
11/04(11/14)
3/04(5/14)
10/04(12/16)
8/04(12/16)
11/04(11/16)
8/04(11/16)
1/06(11/16)
11/05(11/16)
12/04(8/14)

12/08(12/16)

4/04(11/16)
3/08(11/16)

3/06(12/16)
8/04(12/16)
2/05(2/10)
9/05(12/16)
3/07(12/16)
11/09 (09/14)
12/13

09/14

6/11(1/16)
6/11(12/16)
6/11(1/15)
6/11(11/16)
2/14
7/14(6/16)
5/16

contents (12/16)


http://app1.hkicpa.org.hk/ebook/HKSA_Members_Handbook_Master/volumeII/hkas29.pdf
http://app1.hkicpa.org.hk/ebook/HKSA_Members_Handbook_Master/volumeII/hkas32.pdf
http://www.hkicpa.org.hk/hksaebk/HKSA_Members_Handbook_Master/volumeII/hkas33.pdf
http://www.hkicpa.org.hk/hksaebk/HKSA_Members_Handbook_Master/volumeII/hkas34.pdf
http://app1.hkicpa.org.hk/ebook/HKSA_Members_Handbook_Master/volumeII/hkas36.pdf
http://www.hkicpa.org.hk/hksaebk/HKSA_Members_Handbook_Master/volumeII/hkas37.pdf
http://app1.hkicpa.org.hk/ebook/HKSA_Members_Handbook_Master/volumeII/hkas38.pdf
http://app1.hkicpa.org.hk/ebook/HKSA_Members_Handbook_Master/volumeII/hkas39.pdf
http://www.hkicpa.org.hk/hksaebk/HKSA_Members_Handbook_Master/volumeII/hkas40.pdf
http://www.hkicpa.org.hk/hksaebk/HKSA_Members_Handbook_Master/volumeII/hkas41.pdf
http://app1.hkicpa.org.hk/ebook/HKSA_Members_Handbook_Master/volumeII/hkfrs1revised.pdf
http://app1.hkicpa.org.hk/ebook/HKSA_Members_Handbook_Master/volumeII/hkfrs2.pdf
http://app1.hkicpa.org.hk/ebook/HKSA_Members_Handbook_Master/volumeII/hkfrs3revised.pdf
http://app1.hkicpa.org.hk/ebook/HKSA_Members_Handbook_Master/volumeII/hkfrs4.pdf
http://app1.hkicpa.org.hk/ebook/HKSA_Members_Handbook_Master/volumeII/hkfrs5.pdf
http://app1.hkicpa.org.hk/ebook/HKSA_Members_Handbook_Master/volumeII/hkfrs6.pdf
http://www.hkicpa.org.hk/ebook/HKSA_Members_Handbook_Master/volumeII/hkfrs7.pdf
http://www.hkicpa.org.hk/ebook/HKSA_Members_Handbook_Master/volumeII/hkfrs8.pdf
http://app1.hkicpa.org.hk/ebook/HKSA_Members_Handbook_Master/volumeII/hkfrs9.pdf
http://app1.hkicpa.org.hk/ebook/HKSA_Members_Handbook_Master/volumeII/hkfrs9_ha.pdf
http://app1.hkicpa.org.hk/ebook/HKSA_Members_Handbook_Master/volumeII/hkfrs9_2014.pdf
http://app1.hkicpa.org.hk/ebook/HKSA_Members_Handbook_Master/volumeII/hkfrs10.pdf
http://app1.hkicpa.org.hk/ebook/HKSA_Members_Handbook_Master/volumeII/hkfrs11.pdf
http://app1.hkicpa.org.hk/ebook/HKSA_Members_Handbook_Master/volumeII/hkfrs12.pdf
http://app1.hkicpa.org.hk/ebook/HKSA_Members_Handbook_Master/volumeII/hkfrs13.pdf
http://app1.hkicpa.org.hk/ebook/HKSA_Members_Handbook_Master/volumeII/hkfrs14.pdf
http://app1.hkicpa.org.hk/ebook/HKSA_Members_Handbook_Master/volumeII/hkfrs15.pdf
http://app1.hkicpa.org.hk/ebook/HKSA_Members_Handbook_Master/volumeII/hkfrs16.pdf

HKAS 1 (Revised)
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Hong Kong Accounting Standard 1 Presentation of Financial Statements (HKAS 1) is set out in
paragraphs 1-140 and Appendix A. All the paragraphs have equal authority. HKAS 1 should be
read in the context of its objective and the Basis for Conclusions, the Preface to Hong Kong
Financial Reporting Standards and the Conceptual Framework for Financial Reporting. HKAS 8
Accounting Policies, Changes in Accounting Estimates and Errors provides a basis for selecting
and applying accounting policies in the absence of explicit guidance.

This revised Standard was issued in December 2007 and revised in—January-2015 December
2016. It supersedes HKAS 1, issued in 2004, as amended in 2005.
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(e) notes, comprising a-sutmmary-of-significant accounting policies and other
explanatory information; and

(ea) comparative information in respect of the preceding period as specified in
paragraphs 38 and 38A; and

)] a statement of financial position as at the beginning of the preceding period
when an entity applies an accounting policy retrospectively or makes a
retrospective restatement of items in its financial statements, or when it
reclassifies items in its financial statements in accordance with paragraphs
40A - 40D.

An entity may use titles for the statements other than those used in this Standard.
For example, an entity may use the title ‘statement of comprehensive income’
instead of ‘statement of profit or loss and other comprehensive income’.

An entity may present a single statement of profit or loss and other comprehensive
income, with profit or loss and other comprehensive income presented in two
sections. The sections shall be presented together, with the profit or loss section
presented first followed directly by the other comprehensive income section. An
entity may present the profit or loss section in a separate statement of profit or loss.
If so, the separate statement of profit or loss shall immediately precede the
statement presenting comprehensive income, which shall begin with profit or loss.

An entity shall present with equal prominence all of the financial statements in a
complete set of financial statements.

[Deleted]

Many entities present, outside the financial statements, a financial review by management
that describes and explains the main features of the entity’s financial performance and
financial position, and the principal uncertainties it faces. Such a report may include a
review of:

(a) the main factors and influences determining financial performance, including
changes in the environment in which the entity operates, the entity’s response to
those changes and their effect, and the entity’s policy for investment to maintain
and enhance financial performance, including its dividend policy;

(b) the entity’s sources of funding and its targeted ratio of liabilities to equity; and

(c) the entity’s resources not recognised in the statement of financial position in
accordance with HKFRSs.

Many entities also present, outside the financial statements, reports and statements such
as environmental reports and value added statements, particularly in industries in which
environmental factors are significant and when employees are regarded as an important
user group. Reports and statements presented outside financial statements are outside
the scope of HKFRSs.

© Copyright 1 HKAS 1 (May-2044December 2016)
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Going concern

When preparing financial statements, management shall make an assessment of an
entity’s ability to continue as a going concern. An entity shall prepare financial
statements on a going concern basis unless management either intends to liquidate
the entity or to cease trading, or has no realistic alternative but to do so. When
management is aware, in making its assessment, of material uncertainties related to
events or conditions that may cast significant doubt upon the entity’s ability to
continue as a going concern, the entity shall disclose those uncertainties. When an
entity does not prepare financial statements on a going concern basis, it shall
disclose that fact, together with the basis on which it prepared the financial
statements and the reason why the entity is not regarded as a going concern.

In assessing whether the going concern assumption is appropriate, management takes
into account all available information about the future, which is at least, but is not limited to,
twelve months from the end of the reporting period. The degree of consideration depends
on the facts in each case. When an entity has a history of profitable operations and ready
access to financial resources, the entity may reach a conclusion that the going concern
basis of accounting is appropriate without detailed analysis. In other cases, management
may need to consider a wide range of factors relating to current and expected profitability,
debt repayment schedules and potential sources of replacement financing before it can
satisfy itself that the going concern basis is appropriate.

Accrual basis of accounting

An entity shall prepare its financial statements, except for cash flow information,
using the accrual basis of accounting.

When the accrual basis of accounting is used, an entity recognises items as assets,
liabilities, equity, income and expenses (the elements of financial statements) when they
satisfy the definitions and recognition criteria for those elements in the Framework.

Materiality and aggregation

An entity shall present separately each material class of similar items. An entity
shall present separately items of a dissimilar nature or function unless they are
immaterial.

Financial statements result from processing large numbers of transactions or other events
that are aggregated into classes according to their nature or function. The final stage in the
process of aggregation and classification is the presentation of condensed and classified
data, which form line items in the financial statements. If a line item is not individually
material, it is aggregated with other items either in those statements or in the notes. An
item that is not sufficiently material to warrant separate presentation in those statements
may warrant separate presentation in the notes.

When applying this and other HKFRSs an entity shall decide, taking into consideration all

31

relevant facts and circumstances, how it aggregates information in the financial statements,

which include the notes. An entity shall not reduce the understandability of its financial
statements by obscuring material _information with immaterial information _or by
aggregating material items that have different natures or functions.

Some HKFRSs specify information that is required to be included in the financial
statements, which include the notes. An entity need not provide a specific disclosure
required by a HKFRS if the information resulting from that disclosure is not material. This
is the case even if the HKFRS contains a list of specific requirements or describes them as
minimum_requirements. An_entity shall also consider whether to provide additional
disclosures when compliance with the specific requirements in HKFRS is insufficient to
enable users of financial statements to understand the impact of particular transactions,
other events and conditions on the entity’s financial position and financial performance.

replaced by the Conceptual Framework in October 2010.
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Offsetting

An entity shall not offset assets and liabilities or income and expenses, unless
required or permitted by an HKFRS.

An entity reports separately both assets and liabilities, and income and expenses.
Offsetting in the statement(s) of profit or loss and other comprehensive income or financial
position , except when offsetting reflects the substance of the transaction or other event,
detracts from the ability of users both to understand the transactions, other events and
conditions that have occurred and to assess the entity’s future cash flows. Measuring
assets net of valuation allowances—for example, obsolescence allowances on inventories
and doubtful debts allowances on receivables—is not offsetting.

HKAS 18 Revenue defines revenue and requires an entity to measure it at the fair value of
the consideration received or receivable, taking into account the amount of any trade
discounts and volume rebates the entity allows. An entity undertakes, in the course of its
ordinary activities, other transactions that do not generate revenue but are incidental to the
main revenue-generating activities. An entity presents the results of such transactions,
when this presentation reflects the substance of the transaction or other event, by netting
any income with related expenses arising on the same transaction. For example:

(a) an entity presents gains and losses on the disposal of non-current assets,
including investments and operating assets, by deducting from the proceeds on
disposal the carrying amount of the asset and related selling expenses; and

(b) an entity may net expenditure related to a provision that is recognised in
accordance with HKAS 37 Provisions, Contingent Liabilities and Contingent
Assets and reimbursed under a contractual arrangement with a third party (for
example, a supplier's warranty agreement) against the related reimbursement.

In addition, an entity presents on a net basis gains and losses arising from a group of
similar transactions, for example, foreign exchange gains and losses or gains and losses
arising on financial instruments held for trading. However, an entity presents such gains
and losses separately if they are material.

Frequency of reporting

An entity shall present a complete set of financial statements (including
comparative information) at least annually. When an entity changes the end of its
reporting period and presents financial statements for a period longer or shorter
than one year, an entity shall disclose, in addition to the period covered by the
financial statements:

(@) the reason for using a longer or shorter period, and

(b) the fact that amounts presented in the financial statements are not entirely
comparable.

Normally, an entity consistently prepares financial statements for a one-year period.
However, for practical reasons, some entities prefer to report, for example, for a 52-week
period. This Standard does not preclude this practice.

Comparative information
Minimum comparative information

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

© Copyright 15 HKAS 1 (May-2014December 2016)
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An entity meets the requirements in paragraph 51 by presenting appropriate headings for
pages, statements, notes, columns and the like. Judgement is required in determining the
best way of presenting such information. For example, when an entity presents the
financial statements electronically, separate pages are not always used; an entity then
presents the above items to ensure that the information included in the financial
statements can be understood.

An entity often makes financial statements more understandable by presenting information

in thousands or millions of units of the presentation currency. This is acceptable as long as
the entity discloses the level of rounding and does not omit material information.

Statement of financial position

Information to be presented in the statement of financial position

As—a-minimum—tThe statement of financial position shall include line items that
present the following amounts:

€) property, plant and equipment;

(b) investment property;

(c) intangible assets;

(d) financial assets (excluding amounts shown under (e), (h) and (i));

(e) investments accounted for using the equity method,;

() biological assets;

(9) inventories;

(h) trade and other receivables;

) cash and cash equivalents;

()] the total of assets classified as held for sale and assets included in disposal

groups classified as held for sale in accordance with HKFRS 5 Non-current
Assets Held for Sale and Discontinued Operations;

(k) trade and other payables;
() provisions;

(m) financial liabilities (excluding amounts shown under (k) and (1));

(n) liabilities and assets for current tax, as defined in HKAS 12 Income Taxes;
(0) deferred tax liabilities and deferred tax assets, as defined in HKAS 12;
(p) liabilities included in disposal groups classified as held for sale in

accordance with HKFRS 5;
@ non-controlling interests, presented within equity; and

() issued capital and reserves attributable to owners of the parent.

© Copyright 19 HKAS 1 (December 2016)
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An entity shall present additional line items (including by disaggregating the line
items listed in paragraph 54), headings and subtotals in the statement of financial
position when such presentation is relevant to an understanding of the entity's
financial position.

When an entity presents subtotals in accordance with paragraph 55, those subtotals shall:

(a) be comprised of line items made up of amounts recognised and measured in
accordance with HKFRS;

(b) be presented and labelled in a manner that makes the line items that constitute
the subtotal clear and understandable;

(c) be consistent from period to period, in accordance with paragraph 45; and

(d) not be displayed with more prominence than the subtotals and totals required in

HKFRS for the statement of financial position.

When an entity presents current and non-current assets, and current and
non-current liabilities, as separate classifications in its statement of financial
position, it shall not classify deferred tax assets (liabilities) as current assets
(liabilities).

This Standard does not prescribe the order or format in which an entity presents items.
Paragraph 54 simply lists items that are sufficiently different in nature or function to
warrant separate presentation in the statement of financial position. In addition:

(a) line items are included when the size, nature or function of an item or aggregation
of similar items is such that separate presentation is relevant to an understanding
of the entity’s financial position; and

(b) the descriptions used and the ordering of items or aggregation of similar items
may be amended according to the nature of the entity and its transactions, to
provide information that is relevant to an understanding of the entity’s financial
position. For example, a financial institution may amend the above descriptions to
provide information that is relevant to the operations of a financial institution.

An entity makes the judgement about whether to present additional items separately on
the basis of 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.

The use of different measurement bases for different classes of assets suggests that their
nature or function differs and, therefore, that an entity presents them as separate line
items. For example, different classes of property, plant and equipment can be carried at
cost or at revalued amounts in accordance with HKAS 16.

Current/non-current distinction

An entity shall present current and non-current assets, and current and non-current
liabilities, as separate classifications in its statement of financial position in
accordance with paragraphs 66—76 except when a presentation based on liquidity
provides information that is reliable and more relevant. When that exception applies,
an entity shall present all assets and liabilities in order of liquidity.

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

(b) more than twelve months after the reporting period.

© Copyright 20 HKAS 1 (December 2016)
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When an entity supplies goods or services within a clearly identifiable operating cycle,
separate classification of current and non-current assets and liabilities in the statement of
financial position provides useful information by distinguishing the net assets that are
continuously circulating as working capital from those used in the entity’s long-term
operations. It also highlights assets that are expected to be realised within the current
operating cycle, and liabilities that are due for settlement within the same period.

For some entities, such as financial institutions, a presentation of assets and liabilities in
increasing or decreasing order of liquidity provides information that is reliable and more
relevant than a current/ non-current presentation because the entity does not supply
goods or services within a clearly identifiable operating cycle.

In applying paragraph 60, an entity is permitted to present some of its assets and liabilities
using a current/non-current classification and others in order of liquidity when this provides
information that is reliable and more relevant. The need for a mixed basis of presentation
might arise when an entity has diverse operations.

Information about expected dates of realisation of assets and liabilities is useful in
assessing the liquidity and solvency of an entity. HKFRS 7 Financial Instruments:
Disclosures requires disclosure of the maturity dates of financial assets and financial
liabilities. Financial assets include trade and other receivables, and financial liabilities
include trade and other payables. Information on the expected date of recovery of
non-monetary assets such as inventories and expected date of settlement for liabilities
such as provisions is also useful, whether assets and liabilities are classified as current or
as non-current. For example, an entity discloses the amount of inventories that are
expected to be recovered more than twelve months after the reporting period.

Current assets

An entity shall classify an asset as current when:

(a) it expects to realise the asset, or intends to sell or consume it, in its normal
operating cycle;

(b) it holds the asset primarily for the purpose of trading;

(c) it expects to realise the asset within twelve months after the reporting
period; or

(d) the asset is cash or a cash equivalent (as defined in HKAS 7) unless the

asset is restricted from being exchanged or used to settle a liability for at
least twelve months after the reporting period.

An entity shall classify all other assets as non-current.

This Standard uses the term ‘non-current’ to include tangible, intangible and financial
assets of a long-term nature. It does not prohibit the use of alternative descriptions as long
as the meaning is clear.

The operating cycle of an entity is the time between the acquisition of assets for
processing and their realisation in cash or cash equivalents. When the entity’s normal
operating cycle is not clearly identifiable, it is assumed to be twelve months. Current
assets include assets (such as inventories and trade receivables) that are sold, consumed
or realised as part of the normal operating cycle even when they are not expected to be
realised within twelve months after the reporting period. Current assets also include assets
held primarily for the purpose of trading (examples include some financial assets classified
as held for trading in accordance with HKAS 39) and the current portion of non-current
financial assets.

Current liabilities
An entity shall classify a liability as current when:
€) it expects to settle the liability in its normal operating cycle;

(b) it holds the liability primarily for the purpose of trading;
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Information to be presented in the other comprehensive income
section

HKFERSs for the period of:
@) items of other comprehensive income (excluding amounts in paragraph

(b)), classified by nature and grouped into those that, in accordance with
other HKFRSs:

(@)(@) will not be reclassified subsequently to profit or loss; and

(b)(ii) will be reclassified subsequently to profit or loss when specific
conditions are met.

(b) the share of the other comprehensive income of associates and joint
ventures accounted for using the equity method, separated into the share
of items that, in accordance with other HKFRSs:

) will not be reclassified subseguently to profit or loss; and

(ii) will be reclassified subsequently to profit or loss when specific
conditions are met.

[Deleted]

[Deleted]

An entity shall present additional line items (including by disaggregating the line
items listed in_paragraph 82), headings and subtotals in the statement(s)
presenting profit or loss and other comprehensive income when such presentation
is relevant to an understanding of the entity's financial performance.

When an entity presents subtotals in accordance with paragraph 85, those subtotals shall:

(a) be comprised of line items made up of amounts recognised and measured in
accordance with HKFRS;

(b) be presented and labelled in a manner that makes the line items that constitute
the subtotal clear and understandable;

(c) be consistent from period to period, in accordance with paragraph 45; and

(d) not be displayed with more prominence than the subtotals and totals required in
HKFRS for the statement(s) presenting profit or loss and other comprehensive
income.

An entity shall present the line items in the statement(s) presenting profit or loss and other
comprehensive income that reconcile any subtotals presented in accordance with
paragraph 85 with the subtotals or totals required in HKFRS for such statement(s).

Because the effects of an entity’s various activities, transactions and other events differ in
frequency, potential for gain or loss and predictability, disclosing the components of
financial performance assists users in understanding the financial performance achieved
and in making projections of future financial performance. An entity includes additional line
items in the statement(s) presenting profit or loss and other comprehensive income and it
amends the descriptions used and the ordering of items when this is necessary to explain
the elements of financial performance. An entity considers factors including materiality and
the nature and function of the items of income and expense. For example, a financial
institution may amend the descriptions to provide information that is relevant to the
operations of a financial institution. An entity does not offset income and expense items
unless the criteria in paragraph 32 are met.
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87 An entity shall not present any items of income or expense as extraordinary items,
in the statement(s) presenting profit or loss and other comprehensive income or in
the notes.

Profit or loss for the period

88 An entity shall recognise all items of income and expense in a period in profit or
loss unless an HKFRS requires or permits otherwise.

© Copyright 26A HKAS 1 (December 2016)
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(c) provide information that is not presented elsewhere in the financial
statements, but is relevant to an understanding of any of them.

An entity shall, as far as practicable, present notes in a systematic manner. In
determining a systematic _manner, the entity shall consider the effect on the
understandability and comparability of its financial statements. An entity shall

cross-reference each item in the statements of financial position and in the
statement(s) of profit or loss and other comprehensive income, and in the
statements of changes in equity and of cash flows to any related information in the
notes.

Examples of systematic ordering or grouping of the notes

include:

(a) giving prominence to the areas of its activities that the entity considers to be
most relevant to an understanding of its financial performance and financial
position, such as grouping together information about particular operating
activities;

(b) grouping together information about items measured similarly such as assets
measured at fair value; or

(c) following the order of the line items in the statement(s) of profit or loss and other
comprehensive income and the statement of financial position, such as:

(a)() statement of compliance with HKFRSs (see paragraph 16);
(b)(ii) summary-of significant accounting policies applied (see paragraph 117);

(e)(ii) supporting information for items presented in the statements of financial
position and in the statement(s) of profit or loss and other
comprehensive income, and in the statements of changes in equity and
of cash flows, in the order in which each statement and each line item is
presented; and

(d)(iv) other disclosures, including:

(H(1)  contingent liabilities (see HKAS 37) and unrecognised
contractual commitments;; and

(#)(2) non-financial disclosures, eg the entity's financial risk
management objectives and policies (see HKFRS 7).

An entity may present notes providing information about the basis of preparation of the
financial statements and specific accounting policies as a separate section of the financial
statements.

Disclosure of accounting policies

An entity shall disclose in—the-summary—of-its significant accounting policies
comprising:

€) the measurement basis (or bases) used in preparing the financial
statements, and
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(b) the other accounting policies used that are relevant to an understanding of
the financial statements.

It is important for an entity to inform users of the measurement basis or bases used in the
financial statements (for example, historical cost, current cost, net realisable value, fair
value or recoverable amount) because the basis on which an entity prepares the financial
statements significantly affects users’ analysis. When an entity uses more than one
measurement basis in the financial statements, for example when particular classes of
assets are revalued, it is sufficient to provide an indication of the categories of assets and
liabilities to which each measurement basis is applied.

In deciding whether a particular accounting policy should be disclosed, management
considers whether disclosure would assist users in understanding how transactions, other
events and conditions are reflected in reported financial performance and financial position.
Each entity considers the nature of its operations and the policies that the users of its financial
statements would expect to be disclosed for that type of entity. Disclosure of particular

accounting policies is especially useful to users when those policies are selected from
alternatives allowed in HKFRSs. An example is disclosure of whether an entity applies the fair
value or cost model to its investment property (see HKAS 40 Investment Property). Some
HKFRSs specifically require disclosure of particular accounting policies, including choices
made by management between different policies they allow. For example, HKAS 16 requires
disclosure of the measurement bases used for classes of property, plant and equipment.

An accounting policy may be significant because of the nature of the entity’s operations
even if amounts for current and prior periods are not material. It is also appropriate to
disclose each significant accounting policy that is not specifically required by HKFRSs but
the entity selects and applies in accordance with HKAS 8.

An entity shall disclose, in—the-summary-of along with its significant accounting
policies or other notes, the judgements, apart from those involving estimations (see

paragraph 125), that management has made in the process of applying the entity's
accounting policies and that have the most significant effect on the amounts
recognised in the financial statements.

In the process of applying the entity’s accounting policies, management makes various
judgements, apart from those involving estimations, that can significantly affect the
amounts it recognises in the financial statements. For example, management makes
judgements in determining:

(a) whether financial assets are held-to-maturity investments;

(b) when substantially all the significant risks and rewards of ownership of financial
assets and lease assets are transferred to other entities; and

(c) whether, in substance, particular sales of goods are financing arrangements and
therefore do not give rise to revenue.

Some of the disclosures made in accordance with paragraph 122 are required by other
HKFRSs. For example, HKFRS 12 Disclosure of Interests in Other Entities requires an
entity to disclose the judgements it has made in determining whether it controls another
entity. HKAS 40 requires disclosure of the criteria developed by the entity to distinguish
investment property from owner-occupied property and from property held for sale in the
ordinary course of business, when classification of the property is difficult.
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Annual Improvements 2009—2011 Cycle, issued in June 2012, amended paragraphs 10,
38 and 41, deleted paragraphs 39—-40 and added paragraphs 38A-38D and 40A—40D.
An entity shall apply that amendment retrospectively in accordance with HKAS 8
Accounting Policies, Changes in Accounting Estimates and Errors for annual periods
beginning on or after 1 January 2013. Earlier application is permitted. If an entity applies
that amendment for an earlier period it shall disclose that fact.

[This paragraph refers to amendments that are not yet effective, and is therefore not

139P

included in this edition.]

Disclosure Initiative (Amendments to HKAS 1), issued in January 2015, amended

paragraphs 10, 31, 54-55, 82A, 85, 113-114, 117, 119 and 122, added paragraphs 30A,
55A and 85A—-85B and deleted paragraphs 115 and 120. An entity shall apply those
amendments for annual periods beginning on or after 1 January 2016. Earlier application
is permitted. Entities are not required to disclose the information required by paragraphs
28-30 of HKAS 8 in relation to these amendments.

Withdrawal of HKAS 1 (issued 2004)

140

This Standard supersedes HKAS 1 Presentation of Financial Statements issued in 2004,
as amended in 2005.

© Copyright 37 HKAS 1 (May-2014December 2016)
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BASIS FOR CONCLUSIONS ON
IAS 1 PRESENTATION OF FINANCIAL STATEMENTS

This Basis for Conclusions accompanies, but is not part of, IAS 1.

HKAS 1 is based on IAS 1 Presentation of Financial statements. In approving HKAS 1, the Council
of the Hong Kong Institute of Certified Public Accountants considered and agreed with the IASB’s
Basis for Conclusions on IAS 1. Accordingly, there are no significant differences between HKAS 1
and IAS 1. The IASB’s Basis for Conclusions is reproduced below. The paragraph numbers of IAS
1 referred to below generally correspond with those in HKAS 1.
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In view of the strict criteria for departure from a requirement in an IFRS, IAS 1 includes a
rebuttable presumption that if other entities in similar circumstances comply with the
requirement, the entity’s compliance with the requirement would not be so misleading
that it would conflict with the objective of financial statements set out in the Framework.

Materiality and aggreqgation (paragraphs 29-31)

The Board was informed at the Discussion Forum Financial Reporting Disclosure in

BC30B

January 2013, in _its related survey and by other sources, that there are difficulties
applying the concept of materiality in practice. Some are of the view that these difficulties
contribute to a disclosure problem, namely, that there is both too much irrelevant
information_and not enough relevant information in financial statements. A number of
factors have been identified for why materiality may not be applied well in practice. One of
these is that the guidance on materiality in IFRS is not clear.

Some think that the statement in IAS 1 that an entity need not provide a specific

BC30C

disclosure if the information is not material means that an entity does not need to present
an_item in the statement(s) of profit or loss and other comprehensive income, the
statement of financial position, the statement of cash flows and the statement of changes
in_equity, but must instead disclose it in the notes. However, the Board noted that the
concept of materiality is applicable to financial statements, which include the notes, and
not only to those statements.

Some are of the view that when IFRS states that a specific disclosure is required, the

BC30D

concept of materiality does not apply to those disclosure requirements, ie disclosures
specifically identified in IFRS are required irrespective of whether they result in material
information. In addition, some people think that when a line item is presented, or a
material item is otherwise recognised, in the statement(s) of profit or loss and other
comprehensive income and the statement of financial position, all the disclosures in IFRS
specified for that item must be disclosed. The Board observed that paragraph 31 of IAS 1
is clear that the concept of materiality applies to specific disclosures required by an IFRS
and therefore an entity does not have to disclose information required by an IFRS if that
information would not be material.

The Board understands that these misconceptions may have arisen because of the

BC30E

wording that is used when specifying presentation or disclosure requirements in IFRS; for
example, the use of the words ‘as a minimum’. For this reason, the Board removed the
phrase ‘as a minimum’ in paragraph 54 of IAS 1, which lists line items for presentation in
the statement of financial position. This also makes the requirement broadly consistent
with the corresponding requirement in paragraph 82 of IAS 1 for the profit or loss section
of the statement of comprehensive income or the statement of profit or loss.

On the basis of its observations and conclusions set out in paragraphs BC30A—-BC30D,

BC30F

the Board added a new paragraph, paragraph 30A, and amended paragraph 31 of IAS 1.

Paragraph 30A was added to IAS 1 to highlight that when an entity decides how it

aggregates information in the financial statements, it should take into consideration all
relevant facts and circumstances. Paragraph 30A emphasises that an entity should not
reduce the understandability of its financial statements by providing immaterial
information that obscures the material information in financial statements or by
aggregating material items that have different natures or functions. Obscuring material
information with immaterial information in financial statements makes the material
information less visible and therefore makes the financial statements less understandable.

The amendments do not actually prohibit entities from disclosing immaterial information,
because the Board thinks that such a requirement would not be operational; however, the
amendments emphasise that disclosure should not result in material information being
obscured.
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BC30G The Exposure Draft Disclosure Initiative (Proposed amendments to IAS 1) (the ‘March

BC30H

2014 Exposure Draft’), which was published in March 2014, also proposed that an entity
should not ‘disaggregate’ information in_a manner_that obscures useful information.
Disaggregation is often used to describe the process of expanding totals, subtotals and
line items into further items that themselves may reflect the aggregated results of
transactions or other events. Because the process of expanding totals, subtotals and line
items is more likely to increase the transparency of information rather than obscuring it,
the Board decided not to include the term disaggregation in paragraph 30A of IAS 1. In
addition, the Board was of the view that items resulting from the process of
disaggregation that themselves reflect the aggregated results of transactions would be
covered by paragraphs 29—31 of IAS 1.

The Board amended paragraph 31 of IAS 1 to highlight that materiality also applies to

BC30I

disclosures specifically required by IFRS. In addition, to highlight that materiality not only
involves decisions about excluding information from the financial statements, the Board
amended paragraph 31 to reiterate the notion already stated in paragraph 17(c) of IAS 1
that materiality also involves decisions about whether to include additional information in
the financial statements. Consequently, an entity should make additional disclosures
when compliance with the specific requirements in IFRS is insufficient to enable users of
financial statements to understand the impact of particular transactions, other events and
conditions on the entity’s financial position and financial performance.

The Board noted that the definition of ‘material’ in paragraph 7 of IAS 1 discusses

BC30J

omissions or misstatements of items being material if they could individually or collectively
influence economic decisions. The Board considered making amendments to paragraph
31 of IAS 1 to say that an entity need not provide a specific disclosure if the information
provided by that disclosure is not material, either individually or collectively. However, the
Board decided not to make that change since the definition of material already
incorporates the notions of individual and collective assessment and, therefore, reference
to the term material in paragraph 31 is sufficient to incorporate this concept.

In the March 2014 Exposure Draft the Board proposed to use the term ‘present’ to refer to

BC31

line items, subtotals and totals on the statement(s) of profit or loss and other
comprehensive income, the statement of financial position, the statement of cash flows
and the statement of changes in equity, and the term ‘disclose’ to mean information in the
notes. However, respondents to the March 2014 Exposure Draft did not support the
distinction between present and disclose because they considered that the terminology
has not been used consistently throughout IAS 1 and that any changes in how these
terms are used should be done as part of a comprehensive review of IAS 1. Because of
this, and because making such comprehensive changes to IAS 1 would be outside the
scope of these amendments, the Board did not finalise the proposed changes regarding
use of the terms present and disclose.

Comparative information

A statement of financial position as at the beginning of the earliest comparative
period (paragraph 39)

The exposure draft of 2006 proposed that a statement of financial position as at the
beginning of the earliest comparative period should be presented as part of a complete set
of financial statements. This statement would provide a basis for investors and creditors to
evaluate information about the entity’s performance during the period. However, many
respondents expressed concern that the requirement would unnecessarily increase
disclosures in financial statements, or would be impracticable, excessive and costly.
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BC32 By adding a statement of financial position as at the beginning of the earliest comparative
period, the exposure draft proposed that an entity should present three statements of
financial position and two of each of the other statements. Considering that financial
statements from prior years are readily available for financial analysis, the Board decided
to require only two statements of financial position, except when the financial statements
have been affected by retrospective application or retrospective restatement, as defined in
IAS 8 Accounting Policies, Changes in Accounting Estimates and Errors, or when a
reclassification has been made. In those circumstances three statements of financial
position are required.

Clarification of requirements for comparative information

BC32A In Annual Improvements 2009—-2011 Cycle (issued in May 2012) the Board addressed a
request to clarify the requirements for providing comparative information for:

(a) the comparative requirements for the opening statement of financial position when
an entity changes accounting policies, or makes retrospective restatements or
reclassifications, in accordance with IAS 8 Accounting Policies, Changes in
Accounting Estimates and Errors; and

(b) the requirements for providing comparative information when an entity provides
financial statements beyond the minimum comparative information requirements.

Opening statement of financial position

BC32B In Annual Improvements 2009-2011 Cycle (issued in May 2012) the Board addressed a
request to clarify the appropriate date for the opening statement of financial position. The
Board decided to amend the current requirements in IAS 1 that relate to the presentation
of a statement of financial position for the beginning of the earliest comparative period
presented in cases of changes in accounting policies, retrospective restatements or
reclassifications to clarify that the appropriate date for the opening statement of financial
position is the beginning of the preceding period.

BC32C The Board also decided to change the previous requirements so that related notes to this
opening statement of financial position are no longer required to be presented. The
Board’s decision to give this relief was based on the fact that circumstances in which an
entity changes an accounting policy, or makes a retrospective restatement or a
reclassification in accordance with IAS 8, are considered narrow, specific and limited.
However, the circumstances in which an entity chooses to provide additional financial
statements (ie on a voluntary basis) can be viewed as more generic and may arise for
different reasons. Accordingly, this relief is not available when additional financial
statements are provided on a voluntary basis.
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The exposure draft of 2002 proposed a different criterion for exemption from particular
requirements. For the reclassification of comparative amounts, and its proposed new
requirement to disclose key assumptions and other sources of estimation uncertainty at
the end of the reporting period (discussed in paragraphs BC79-BC84), the exposure draft
proposed that the criterion for exemption should be that applying the requirements would
require undue cost or effort.

In the light of respondents’ comments on the exposure draft, the Board decided that an
exemption based on management’s assessment of undue cost or effort was too subjective
to be applied consistently by different entities. Moreover, balancing costs and benefits was
a task for the Board when it sets accounting requirements rather than for entities when
they apply them. Therefore, the Board retained the ‘impracticability’ criterion for exemption.
This affects the exemptions now set out in paragraphs 41-43 and 131 of IAS 1.
Impracticability is the only basis on which IFRSs allow specific exemptions from applying
particular requirements when the effect of applying them is material*.

Reporting owner and non-owner changes in equity

The exposure draft of 2006 proposed to separate changes in equity of an entity during a
period arising from transactions with owners in their capacity as owners (ie all owner
changes in equity) from other changes in equity (ie non-owner changes in equity). All
owner changes in equity would be presented in the statement of changes in equity,
separately from non-owner changes in equity.

Most respondents welcomed this proposal and saw this change as an improvement of
financial reporting, by increasing the transparency of those items recognised in equity that
are not reported as part of profit or loss. However, some respondents pointed out that the
terms ‘owner’ and ‘non-owner’ were not defined in the exposure draft, the Framework or
elsewhere in IFRSs, although they are extensively used in national accounting standards.
They also noted that the terms ‘owner’ and ‘equity holder’ were used interchangeably in
the exposure draft. The Board decided to adopt the term ‘owner’ and use it throughout IAS
1 to converge with SFAS 130, which uses the term in the definition of ‘comprehensive
income’.

Statement of financial position

BC38A

Information to be presented in the statement of financial position
(paragraphs 54-55A)

Paragraph 54 of 1AS 1 lists line items that are required to be presented in the statement of

BC38B

financial position. The Board has been informed that some have interpreted that list as
prescriptive and that those line items cannot be disaggregated. There is also a perception
by some that IFRS prevents them from presenting subtotals in addition to those
specifically required by IFRS.

Paragraph 55 of IAS 1 requires an entity to present additional line items, headings and

subtotals when their presentation is relevant to an understanding of the entity’s financial
position. This highlights that the line items listed for presentation in paragraph 54 of 1AS 1
should be disaggregated and that subtotals should be presented, when relevant.
Paragraphs 78 and 98 of IAS 1 give examples of potential disaggregations of line items in
the statement of financial position and the statement(s) of profit or loss and other
comprehensive income.

* In 2006 the IASB issued IFRS 8 Operating Segments. As explained in paragraphs BC46 and BC47 of the Basis for
Conclusions on IFRS 8, that IFRS includes an exemption from some requirements if the necessary information is not
available and the cost to develop it would be excessive.

© Copyright 67 HKAS 1 BC (January-2016December 2016)



PRESENTATION OF FINANCIAL STATEMENTS

BC38C Consequently, the Board:

(a) removed the wording ‘as a minimum’ from paragraph 54 of IAS 1 (see paragraph
BC30D) to address the possible misconception that this wording prevents
entities from aggregating the line items specified in paragraph 54 if those
specified line items are immaterial; and

(b) clarified that the presentation requirements in paragraphs 54—-55 may be fulfilled
by disaggregating a specified line item.

BC38D The Board noted that there are similar presentation requirements in paragraph 85 of IAS
1 for the statement(s) of profit or loss and other comprehensive income. The Board
therefore amended those requirements to make them consistent.

BC38E Some respondents to the proposals suggested that the Board should make clear that the
line items listed in paragraph 54 of IAS 1 are required ‘when material’. The Board decided
not to state that the line items are only required when material, because materiality is
generally not referenced specifically in disclosure requirements in IFRS and so including
a specific reference in this case could make it less clear that materiality applies to other
disclosure requirements.

BC38F The Board understands that some are concerned about the presentation of subtotals, in
addition to those specified in IFRS, in the statement of financial position and the
statement(s) of profit or loss and other comprehensive income. Those with this concern
think that some subtotals can be misleading, for example, because they are given undue
prominence. The Board noted that paragraphs 55 and 85 of IAS 1 require the
presentation of subtotals when such presentation is relevant to an understanding of the
entity’s financial position or financial performance.

BC38G The Board therefore included additional requirements in IAS 1 to help entities apply
paragraphs 55 and 85. These additional requirements supplement the existing quidance
on fair presentation in paragraphs 15 and 17 of IAS 1. They are designed to clarify the
factors that should be considered when fairly presenting subtotals in the statement of
financial position and the statement(s) of profit or loss and other comprehensive income.
Specifically, the subtotal should:

(a) be comprised of line items made up of amounts recognised and measured in
accordance with IFRS.

(b) be understandable. It should be clear what line items are included in the subtotal
by the way that the subtotal is presented and labelled. For example, if an entity
presents a commonly reported subtotal, but excludes items that would normally
be considered as part of that subtotal, the label should reflect what has been
excluded.

(c) be consistent from period to period. The subtotal should be consistently
presented and calculated from period to period (in accordance with paragraph 45
of IAS 1), subject to possible changes in accounting policy or estimates
assessed in accordance with 1AS 8.

(d) not be displayed with more prominence than those subtotals and totals required
in IFRS for either the statement(s) of profit or loss and other comprehensive
income or the statement of financial position.

Current assets and current liabilities (paragraphs 68 and 71)

BC38AH As part of its improvements project in 2007, the Board identified inconsistent guidance
regarding the current/non-current classification of derivatives. Some might read the
guidance included in paragraph 71 as implying that financial liabilities classified as held for
trading in accordance with IAS 39 Financial Instruments: Recognition and Measurement
are always required to be presented as current.
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BC38Bl The Board expects the criteria set out in paragraph 69 to be used to assess whether a
financial liability should be presented as current or non-current. The ‘held for trading’
category in paragraph 9 of IAS 39 is for measurement purposes and includes financial
assets and liabilities that may not be held primarily for trading purposes.

BC38CJ The Board reaffirmed that if a financial liability is held primarily for trading purposes it
should be presented as current regardless of its maturity date. However, a financial
liability that is not held for trading purposes, such as a derivative that is not a financial
guarantee contract or a designated hedging instrument, should be presented as current
or non-current on the basis of its settlement date. For example, derivatives that have a
maturity of more than twelve months and are expected to be held for more than twelve
months after the reporting period should be presented as non-current assets or liabilities.

BC38BK Therefore, the Board decided to remove the identified inconsistency by amending the
examples of current liabilities in paragraph 71. The Board also amended paragraph 68 in
respect of current assets to remove a similar inconsistency.

Classification of the liability component of a convertible instrument
(paragraph 69)

BC38EL As part of its improvements project in 2007, the Board considered the classification of the
liability component of a convertible instrument as current or non-current. Paragraph 69(d)
of IAS 1 states that when an entity does not have an unconditional right to defer settlement
of a liability for at least twelve months after the reporting period, the liability should be
classified as current. According to the Framework, conversion of a liability into equity is a
form of settlement.

BC38EM The application of these requirements means that if the conversion option can be
exercised by the holder at any time, the liability component would be classified as current.
This classification would be required even if the entity would not be required to settle
unconverted instruments with cash or other assets for more than twelve months after the
reporting period.

BC38GN IAS 1 and the Framework state that information about the liquidity and solvency positions
of an entity is useful to users. The terms ‘liquidity’ and ‘solvency’ are associated with the
availability of cash to an entity. Issuing equity does not result in an outflow of cash or other
assets of the entity.

BC38HO The Board concluded that classifying the liability on the basis of the requirements to
transfer cash or other assets rather than on settlement better reflects the liquidity and
solvency position of an entity, and therefore it decided to amend IAS 1 accordingly.

BC38IP The Board discussed the comments received in response to its exposure draft of proposed
Improvements to IFRSs published in 2007 and noted that some respondents were
concerned that the proposal in the exposure draft would apply to all liabilities, not just
those that are components of convertible instruments as originally contemplated in the
exposure draft. Consequently, in Improvements to IFRSs issued in April 2009, the Board
amended the proposed wording to clarify that the amendment applies only to the
classification of a liability that can, at the option of the counterparty, be settled by the issue
of the entity’s equity instruments.
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In the responses to the exposure draft of May 2010 many of the respondents objected to
the proposals to remove the option to present all items of income and expense in two
statements. The arguments used by those objecting were much the same as those
received on the discussion paper. However, many respondents, regardless of their views
on the proposed amendments, said that the Board should establish a conceptual basis for
what should be presented in OCI. Those opposed to a continuous statement cited OCl’s
lack of a conceptual definition and therefore believed that OCI should not be presented in
close proximity to profit or loss because this would confuse users. However, users
generally said that the lack of a conceptual framework made it difficult to distinguish the
underlying economics of items reported in profit or loss (net income) from items reported in
other comprehensive income. Although users also asked for a conceptual framework for
OCI, most supported the notion of a single statement of comprehensive income.

BC54G Another issue on which many respondents commented was the reclassification (recycling)

BC54H

BC54|

BC54J

BC54K

of OCI items. Those respondents said that in addition to addressing the conceptual basis
for the split between profit or loss and OCI the Board should set principles for which OCI
items should be reclassified (recycled) to profit or loss and when they should be reclassified.
The Board acknowledges that it has not set out a conceptual basis for how it determines
whether an item should be presented in OCI or in profit or loss. It also agrees that it has not
set out principles to determine whether items should be reclassified to profit or loss. Those
matters were not within the scope of this project, which focused on presentation, and
therefore the Board has not addressed them at this time. However, the Board is consulting
on its future agenda, which could lead to those matters becoming part of the work
programme.

In the light of the response the Board confirmed in June 2011 the requirement for items of
OCI to be classified into items that will not be reclassified (recycled) to profit or loss in
subsequent periods and items that might be reclassified.

The Board also decided not to mandate the presentation of profit or loss in a continuous
statement of profit or loss and other comprehensive income but to maintain an option to
present two statements. The Board did this in the light of the negative response to its
proposal for a continuous statement and the resistance to this change signified by a
majority of respondents.

The FASB also proposed in its exposure draft to mandate a continuous statement of
comprehensive income but decided in the light of the responses not to go as far as
mandating a single statement and instead to allow the two-statement option. Nevertheless,
the changes made by the FASB are a significant improvement for US GAAP, which
previously allowed an option to present OCI items in stockholders’ equity or in the notes to
the financial statements.

In 2013 the IFRS Interpretations Committee reported to the Board that there was

uncertainty about the requirements in paragraph 82A of IAS 1 for presenting an entity’s
share of items of other comprehensive income of associates and joint ventures accounted
for using the equity method. The Board agreed that paragraph 82A allowed for diverse
interpretations, and therefore decided to amend IAS 1 as follows:

(a) to clarify that paragraph 82A requires entities to present the share of other
comprehensive income of associates and joint ventures accounted for using the
equity method, separated into the share of items that:

(i) will not be reclassified subsequently to profit or loss; and

(ii) will be reclassified subsequently to profit or loss when specific
conditions are met.

(b) to amend the Guidance on Implementing 1AS 1 to reflect the clarification of
paragraph 82A.
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The Board noted that whether an amount is reclassified to profit or loss is determined by
the nature of the underlying item. It also noted that the timing of reclassification is usually
determined by the actions of the investee. It may however also be triggered by the
investor, which would be the case on the disposal of the investee by the investor.

The feedback received on the March 2014 Exposure Draft included requests for the

BC55

Board to clarify whether the investor’'s share of the other comprehensive income of its
associate or joint venture should be presented net or gross of tax and the applicability of
the guidance in paragraphs 90-91 of IAS 1 in this regard. The Board noted that an
investor’s share of other comprehensive income of associates or joint ventures is after tax
and _non-controlling interests of the associate or joint venture, as illustrated in the
Guidance on Implementing IAS 1. It also noted that the disclosure requirements in
paragraphs 90-91 do not apply to the tax of the associate or joint venture that is already
reflected in the investor’'s share of other comprehensive income of the associate or joint
venture. However, the Board noted that if the investor itself is liable for tax in respect of its
share of other comprehensive income of the associate or joint venture, then paragraphs
90-91 would apply to this tax. Therefore, the Board decided not to add additional
guidance to IAS 1 on this topic.

Results of operating activities

IAS 1 omits the requirement in the 1997 version to disclose the results of operating
activities as a line item in the income statement. ‘Operating activities’ are not defined in
IAS 1, and the Board decided not to require disclosure of an undefined item.

BC56 The Board recognises that an entity may elect to disclose the results of operating activities,

BC57

BC58

or a similar line item, even though this term is not defined. In such cases, the Board notes
that the entity should ensure that the amount disclosed is representative of activities that
would normally be regarded as ‘operating’. In the Board’s view, it would be misleading and
would impair the comparability of financial statements if items of an operating nature were
excluded from the results of operating activities, even if that had been industry practice.
For example, it would be inappropriate to exclude items clearly related to operations (such
as inventory write-downs and restructuring and relocation expenses) because they occur
irregularly or infrequently or are unusual in amount. Similarly, it would be inappropriate to
exclude items on the grounds that they do not involve cash flows, such as depreciation
and amortisation expenses.

Subtotal for profit or loss (paragraph 82)

As revised, IAS 1 requires a subtotal for profit or loss in the statement of comprehensive
income. If an entity chooses to present comprehensive income by using two statements, it
should begin the second statement with profit or loss—the bottom line of the first
statement (the ‘income statement’)—and display the components of other comprehensive
income immediately after that. The Board concluded that this is the best way to achieve
the objective of equal prominence (see paragraph BC22) for the presentation of income
and expenses. An entity that chooses to display comprehensive income in one statement
should include profit or loss as a subtotal within that statement.

The Board acknowledged that the items included in profit or loss do not possess any
unique characteristics that allow them to be distinguished from items that are included in
other comprehensive income. However, the Board and its predecessor have required
some items to be recognised outside profit or loss. The Board will deliberate in the next
stage of the project how items of income and expense should be presented in the
statement of comprehensive income.
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Information to be presented in the profit or loss section or the
statement of profit or loss (paragraphs 85—85B)

In December 2014 the Board issued Disclosure Initiative (Amendments to IAS 1). Those

BC58B

amendments included amendments to paragraph 85 of IAS 1 and the addition of
paragraph 85A. These amendments are consistent with similar amendments to the
requirements for the statement of financial position and therefore the Basis for
Conclusions for these amendments has been included in the section dealing with that
statement (see paragraphs BC38A-BC38G).

In_addition to those amendments, the Board decided to require entities to present line

BC59

items in the statement(s) of profit or loss and other comprehensive income that reconcile
any subtotals presented in accordance with paragraphs 85—85A of IAS 1 with those that
are required in IFRS for the statement(s) of profit or loss and other comprehensive
income. Consequently, it added paragraph 85B to IAS 1. The purpose of this requirement
is to help users of financial statements understand the relationship between the subtotals
presented in accordance with paragraph 85 and the specific totals and subtotals required
in IFRS to address concerns that that relationship would not be clear. The Board noted
that such a requirement is already implicit in existing IFRS requirements. IFRS requires
entities to present aggregated information as line items when such presentation provides
material information. Consequently, because all recognised items of income and expense
must be included in the statement(s) of profit or loss and other comprehensive income
totals, any intervening line items and subtotals necessarily reconcile. However, the Board
decided to make the requirement more explicit for the statement(s) of profit or loss and
other comprehensive income to help users of financial statements understand the
relationship between subtotals and totals presented in the statement(s) of profit or loss
and other comprehensive income.

Minority interest (paragraph 83)*

IAS 1 requires the ‘profit or loss attributable to minority interest’ and ‘profit or loss
attributable to owners of the parent’ each to be presented in the income statement in
accordance with paragraph 83. These amounts are to be presented as allocations of profit
or loss, not as items of income or expense. A similar requirement has been added for the
statement of changes in equity, in paragraph 106(a). These changes are consistent with
IAS 27 Consolidated and Separate Financial Statements, which requires that in a
consolidated balance sheet (now called ‘statement of financial position’), minority interest
is presented within equity because it does not meet the definition of a liability in the
Framework.

* In January 2008 the IASB issued an amended IAS 27 Consolidated and Separate Financial Statements, which
amended ‘minority interest’ to ‘non-controlling interests’. The consolidation requirements in IAS 27 were superseded by
IFRS 10 Consolidated Financial Statements issued in May 2011. The term 'non-controlling interests’ and the
requirements for non-controlling interests were not changed.
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BC76A

Structure (paragraphs 112-116)

The Board is aware that some had interpreted paragraph 114 of IAS 1 as requiring a

BC76B

specific order for the notes. Paragraph 114 stated that ‘an entity normally presents notes
in the [following] order’ and then listed a particular order for the notes. Some think that the
use of ‘normally’ makes it difficult for an entity to vary the order of the notes from the one
that is listed in paragraph 114; for example, by disclosing the notes in order of importance
or disclosing related information together in sections.

Investors’ feedback indicates that some investors prefer an entity to vary the order of the

BC76C

notes from the one that is listed in paragraph 114 of IAS 1. Other investors would prefer
entities to use that order because they think it will increase comparability between periods
and across entities.

The Board considered the use of the word normally in paragraph 114 of IAS 1 and

BC76D

concluded that it was not intended that entities be required to disclose their notes in that
order. Instead, it thinks that the order listed was intended to provide an example of how an
entity could order the notes and that the term normal was not meant to imply that
alternative ordering of the notes is ‘abnormal’. The Board therefore amended IAS 1 to
clarify that the order listed in paragraph 114 is an example of how an entity could order or
group its notes in a systematic manner. The Board also made amendments to clarify that
significant accounting policies do not need to be disclosed in one note, but instead can be
included with related information in other notes.

The Board also noted the requirement in paragraph 113 of IAS 1 for entities to, as far as

BC76E

practicable, present the notes in a systematic manner. In the Board’s view, this means
that there must be a system or reason behind the ordering and grouping of the notes. For
example, notes could be ordered by importance to the entity, in the order line items are
presented in the financial statements or a combination of both. The Board amended
paragraph 113 to clarify that an entity should consider the effect on the understandability
and comparability of its financial statements when determining the order of the notes. The
Board acknowledged that there is a trade-off between understandability and comparability;

for example, ordering notes to increase understandability could mean that comparability,
including consistency, between entities and periods is reduced. In particular, the Board
acknowledged that consistency in the order of the notes for a specific entity from period to
period is important. The Board noted that it would generally be helpful for users of
financial statements if the ordering of notes by an entity is consistent and noted that it
does not expect the order of an entity’s notes to change frequently. A change in the order
of the notes previously determined to be an optimal mix of understandability and
comparability should generally result from a specific event or transaction, such as a
change in business. The Board also noted that the existing requirements in paragraph 45
of IAS 1 for consistency of presentation still apply.

The Board also observed that electronic versions of financial statements can make it

BC76F

easier to search for, locate and compare information within the financial statements,
between periods and between entities.

Disclosure of accounting policies (paragraphs 117-121)

Paragraph 117 of IAS 1 requires significant accounting policies to be disclosed and gives

quidance, along with paragraphs 118-124 of IAS 1., about what a significant accounting
policy could be. That guidance includes, as examples of significant accounting policies,
the income taxes accounting policy and the foreign currency accounting policy.
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Some suggested that it is not helpful to provide the income taxes accounting policy as an

BC77

BC78

BC79

BC80

example of a policy that users of financial statements would expect to be disclosed. Being
liable to income taxes is typical for many entities and it was not clear, from the example,
what aspect of the entity’s operations would make a user of financial statements expect
an accounting policy on income taxes to be disclosed. Consequently, the example does
not illustrate why an accounting policy on income taxes is significant. The Board also
thought that the foreign currency accounting policy example in paragraph 120 of IAS 1
was unhelpful for the same reasons and therefore deleted the income taxes and foreign
currency examples.

Disclosure of the judgements that management has made in the
process of applying the entity’s accounting policies (paragraphs
122-124)

The revised IAS 1 requires disclosure of the judgements, apart from those involving
estimations, that management has made in the process of applying the entity’s accounting
policies and that have the most significant effect on the amounts recognised in the
financial statements (see paragraph 122). An example of these judgements is how
management determines whether financial assets are held-to-maturity investments. The
Board decided that disclosure of the most important of these judgements would enable
users of financial statements to understand better how the accounting policies are applied
and to make comparisons between entities regarding the basis on which managements
make these judgements.

Comments received on the exposure draft of 2002 indicated that the purpose of the
proposed disclosure was unclear. Accordingly, the Board amended the disclosure
explicitly to exclude judgements involving estimations (which are the subject of the
disclosure in paragraph 125) and added another four examples of the types of judgements
disclosed (see paragraphs 123 and 124).

Disclosure of major sources of estimation uncertainty
(paragraphs 125-133)

IAS 1 requires disclosure of the assumptions concerning the future, and other major
sources of estimation uncertainty at the end of the reporting period, that have a significant
risk of causing a material adjustment to the carrying amounts of assets and liabilities within
the next financial year. For those assets and liabilities, the proposed disclosures include
details of:

(a) their nature, and
(b) their carrying amount as at the end of the reporting period (see paragraph 125).

Determining the carrying amounts of some assets and liabilities requires estimation of the
effects of uncertain future events on those assets and liabilities at the end of the reporting
period. For example, in the absence of recently observed market prices used to measure
the following assets and liabilities, future-oriented estimates are necessary to measure the
recoverable amount of classes of property, plant and equipment, the effect of
technological obsolescence of inventories, provisions subject to the future outcome of
litigation in progress, and long-term employee benefit liabilities such as pension
obligations. These estimates involve assumptions about items such as the risk adjustment
to cash flows or discount rates used, future changes in salaries and future changes in
prices affecting other costs. No matter how diligently an entity estimates the carrying
amounts of assets and liabilities subject to significant estimation uncertainty at the end of
the reporting period, the reporting of point estimates in the statement of financial position
cannot provide information about the estimation uncertainties involved in measuring those
assets and liabilities and the implications of those uncertainties for the period’s profit or
loss.
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Disclosure Initiative (Amendments to IAS 1)

BC105C The Board decided that Disclosure Initiative (Amendments to IAS 1) should be applied for
annual periods beginning on or after 1 January 2016 with early application permitted.

BC105D The Board noted that these amendments clarify existing requirements in IAS 1. They
provide additional guidance to assist entities to apply judgement when meeting the
presentation and disclosure requirements in IFRS. These amendments do not affect
recognition _and measurement. They should not result in the reassessment of the
judgements about presentation and disclosure made in periods prior to the application of
these amendments.

BC105E Paragraph 38 of IAS 1 requires an entity to present comparative information for all
amounts reported in the current period financial statements and for narrative or
descriptive information ‘if it is relevant to understanding the current period’s financial
statements’. If an entity alters the order of the notes or the information presented or
disclosed compared to the previous year, it also adjusts the comparative information to
align with the current period presentation and disclosure. For that reason, IAS 1 already
provides relief from having to disclose comparative information that is not considered
relevant in the current period and requires comparative information for new amounts
presented or disclosed in the current period.

BC105F The March 2014 Exposure Draft proposed that if an entity applies these amendments
early that it should disclose that fact. However, the Board removed this requirement and
stated in the transition provisions that an entity need not disclose the fact that it has
applied these amendments (regardless of whether the amendments have been applied
for annual periods beginning on or after 1 January 2016 or if they have been applied
early). This is because the Board considers that these amendments are clarifying
amendments that do not directly affect an entity’'s accounting policies or accounting
estimates. Similarly, an entity does not need to disclose the information required by
paragraphs 28—30 of IAS 8 in relation to these amendments. The Board noted that if an
entity decides to change its accounting policies as a result of applying these amendments
then it would be required to follow the existing requirements in IAS 8 in relation to those
accounting policy changes.
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Guidance on implementing
IAS 1 Presentation of Financial Statements

This guidance accompanies, but is not part of, IAS 1.

[llustrative financial statement structure

IG1

1G2

IG3

1G4

IG5

IG5A

IG6

IAS 1 sets out the components of financial statements and minimum requirements for
disclosure in the statements of financial position, profit or loss and other comprehensive
income and changes in equity. It also describes further items that may be presented either in
the relevant financial statement or in the notes. This guidance provides simple examples of
ways in which the requirements of IAS 1 for the presentation of the statements of financial
position, profit or loss and other comprehensive income and changes in equity might be met.
An entity should change the order of presentation, the titles of the statements and the
descriptions used for line items when necessary to suit its particular circumstances.

The guidance is in three sections. Paragraphs IG3-IG6 provide examples of the
presentation of financial statements. Paragraphs IG7-IG9 provide an example of the
determination of reclassification adjustments for available-for-sale financial assets in
accordance with IAS 39 Financial Instruments: Recognition and Measurement. Paragraphs
IG10 and IG11 provide examples of capital disclosures.

The illustrative statement of financial position shows one way in which an entity may present
a statement of financial position distinguishing between current and non-current items. Other
formats may be equally appropriate, provided the distinction is clear.

The illustrations use the term ‘comprehensive income’ to label the total of all items of profit or
loss and other comprehensive income. The illustrations use the term ‘other comprehensive
income’ to label income and expenses that are included in comprehensive income but
excluded from profit or loss. IAS 1 does not require an entity to use those terms in its
financial statements.

Two statements of profit or loss and other comprehensive income are provided, to illustrate
the alternative presentations of income and expenses in a single statement or in two
statements. The statement of profit or loss and other comprehensive income illustrates the
classification of income and expenses within profit or loss by function. The separate
statement (in this example, ‘the statement or profit or loss’) illustrates the classification of
income and expenses within profit by nature.

Two sets of examples of statements of profit or loss and other comprehensive income are
shown. One shows the presentation while IAS 39 Financial Instruments: Recognition and
Measurement remains effective and is applied; the other shows presentation when IFRS 9
Financial Instruments is applied.

The examples are not intended to illustrate all aspects of IFRSs, nor do they constitute a
complete set of financial statements, which would also include a statement of cash flows, a
summary—of —disclosures about significant accounting policies and other explanatory
information.
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Examples of statement of profit or loss and other comprehensive income

XYZ Group - Statement of profit or loss and other comprehensive income for the year
ended 31 December 20X7

(illustrating the presentation of profit or loss and other comprehensive income in one
statement and the classification of expenses within profit_or loss by function)

(in thousands of currency units)

20X7 20X6
Revenue 390,000 355,000
Cost of sales (245,000) (230,000)
Gross profit 145,000 125,000
Other income 20,667 11,300
Distribution costs (9,000) (8,700)
Administrative expenses (20,000) (21,000)
Other expenses (2,100) (1,200)
Finance costs (8,000) (7,500)
Share of profit of associates® 35,100 30,100
Profit before tax 161,667 128,000
Income tax expense (40,417) (32,000)
Profit for the year from continuing operations 121,250 96,000
Loss for the year from discontinued operations - (30,500)
PROFIT FOR THE YEAR 121,250 65,500
Other comprehensive income:
Items that will not be reclassified to profit or loss:
Gains on property revaluation 933 3,367
Remeasurements of defined benefit pension plans (667) 1,333

Share of g&in—(less—)—en—prepem(l—w#aluaﬁenfother
400 (700)

comprehensive income of associates b)

Income tax relating to items that will not be reclassified® (166) (1,000)
500 3,000

Items that may be reclassified subsequently to profit

or loss:

Exchange differences on translating foreign operations'® 5,334 10,667
Available-for-sale financial assets'® (24,000) 26,667
Cash flow hedges'® (667) (4,000)
Income tax relating to items that may be reclassified"® 4,833 (8,334)
(14,500) 25,000
Other comprehensive income for the year, net of tax (14,000) 28,000
TOTAL COMPREHENSIVE INCOME FOR THE YEAR 107,250 93,500
continued...
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...continued
Examples of statement of profit or loss and other comprehensive income

XYZ Group — Statement of profit or loss and other comprehensive income for the year
ended 31 December 20X7

(illustrating the presentation of profit or loss and other comprehensive income in one
statement and the classification of expenses within profit_or loss by function)

(in thousands of currency units)

Profit attributable to:
Owners of the parent 97,000 52,400
Non-controlling interests 24,250 13,100
121,250 65,500
Total comprehensive income attributable to:
Owners of the parent 85,800 74,800
Non-controlling interests 21,450 18,700
107,250 93,500
Earnings per share (in currency units):
Basic and diluted 0.46 0.30

Alternatively, items of other comprehensive income could be presented in the statement of profit or
loss and other comprehensive income net of tax.

Other comprehensive income for the year, after tax: 20X7 20X6

Items that will not be reclassified to profit or loss:

Gains on property revaluation 600 2,700
Remeasurements of defined benefit pension plans (500) 1,000
Share of gain—{loss)}—on—property—revaluation—other
comprehensive income of associates 400 (700)
500 3,000
Items that may be reclassified subsequently to profit
or loss:
Exchange differences on translating foreign operations 4,000 8,000
Available-for-sale financial assets (18,000) 20,000
Cash flow hedges (500) (3,000)
(14,500) 25,000
Other comprehensive income for the year, net of tax'® (14,000) 28,000

(@) This means the share of associates’ profit attributable to owners of the associates, ie it is after tax and
non-controlling interests in the associates.

(b) This means the share of associates’ gain-{loss}-on-property-revaluation other comprehensive income
attributable to owners of the associates, ie it is after tax and non-controlling interests in the associates._In
this example, the other comprehensive income of associates consists only of items that will not be
subsequently reclassified to profit or loss. Entities whose associates’ other comprehensive income
includes items that may be subsequently reclassified to profit or loss are required by paragraph 82A(b) to
present that amount in a separate line.

(c) The income tax relating to each item of other comprehensive income is disclosed in the notes.
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(d) This illustrates the aggregated presentation, with disclosure of the current year gain or loss and
reclassification adjustment presented in the notes. Alternatively, a gross presentation can be used.

XYZ Group — Statement of profit or loss for the year ended 31 December 20X7

(illustrating the presentation of profit or loss and other comprehensive income in two
statements and the classification of expenses within profit or loss by nature)

(in thousands of currency units)

20X7 20X6
Revenue 390,000 355,000
Other income 20,667 11,300
Changes in inventories of finished goods and work in
progress (115,100) (107,900)
Work performed by the entity and capitalised 16,000 15,000
Raw material and consumables used (96,000) (92,000)
Employee benefits expense (45,000) (43,000)
Depreciation and amortisation expense (19,000) (17,000)
Impairment of property, plant and equipment (4,000) -
Other expenses (6,000) (5,500)
Finance costs (15,000) (18,000)
Share of profit of associates® 35,100 30,100
Profit before tax 161,667 128,000
Income tax expense (40,417) (32,000)
Profit for the year from continuing operations 121,250 96,000
Loss for the year from discontinued operations - (30,500)
PROFIT FOR THE YEAR 121,250 65,500
Profit attributable to:
Owners of the parent 97,000 52,400
Non-controlling interests 24,250 13,100
121,250 65,500
Earnings per share (in currency units):
Basic and diluted 0.46 0.30

(@) This means the share of associates’ profit attributable to owners of the associates, ie it is after tax and
non-controlling interests in the associates.
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XYZ Group — Statement of profit or loss and other comprehensive income for the year
ended 31 December 20X7

(illustrating the presentation of profit or loss and other comprehensive income in two
statements)

(in thousands of currency units)

20X7 20X6
Profit for the year 121,250 65,500
Other comprehensive income:
Items that will not be reclassified to profit or loss:
Gains on property revaluation 933 3,367
Remeasurements of defined benefit pension plans (667) 1,333
Share of gain—@ess—)—en—prepeﬁy—rev&lu&ﬁenfm
comprehensive income of associates'® 400 (700)
Income tax relating to items that will not be reclassified® (166) (1,000)
500 3,000
Items that may be reclassified subsequently to profit
or loss:
Exchange differences on translating foreign operations 5,334 10,667
Available-for-sale financial assets (24,000) 26,667
Cash flow hedges (667) (4,000)
Income tax relating to items that may be reclassified® 4,833 (8,334)
(14,500) 25,000
Other comprehensive income for the year, net of tax (14,000) 28,000
TOTAL COMPREHENSIVE INCOME FOR THE YEAR 107,250 93,500
Total comprehensive income attributable to:
Owners of the parent 85,800 74,800
Non-controlling interests 21,450 18,700
107,250 93,500

Alternatively, items of other comprehensive income could be presented, net of tax. Refer to the
statement of profit or loss and other comprehensive income illustrating the presentation of income
and expenses in one statement.

(@) This means the share of associates’ gain-{loss}-on-propertyrevaluation other comprehensive income
attributable to owners of the associates, ie it is after tax and non-controlling interests in the associates._In
this example, the other comprehensive income of associates consists only of items that will not be
subsequently reclassified to profit or loss. Entities whose associates’ other comprehensive income
includes items that may be subsequently reclassified to profit or loss are required by paragraph 82A(b) to
present that amount in a separate line.

(b) The income tax relating to each item of other comprehensive income is disclosed in the notes.

© Copyright 94 HKAS 1 IG (May-2014December 2016)



PRESENTATION OF FINANCIAL STATEMENTS

Amendments to the guidance on implementing IAS 1 Disclosure
Initiative
The following sets out amendments required for this Implementation Guidance resulting from

amendments to IAS 1 that are not yet effective. Once effective, the amendments set out below will be
incorporated into the text of this Guidance and this appendix will be deleted.

The versions of IAS 1 that include examples of statement of profit or loss and other comprehensive
income when IFRS 9 Financial Instruments is applied are amended. Deleted text is struck through and
new text is underlined.

(illustrating the presentation of profit or loss and other comprehensive income in one
statement and the classification of expenses within profit or loss by function)

20X7 20X6

Other comprehensive income:
Items that will not be reclassified to profit or loss:
Gains on property revaluation 933 3,367
Investments in equity instruments (24,000) 26,667
Remeasurements of defined benefit pension plans (667) 1,333
Share of gain-{loss)-on-propertyrevaluation other comprehensive
income of associates® 400 (700)
Income tax relating to items that will not be reclassified® 5,834 (7,667)

(17,500) 23,000

Alternatively, items of other comprehensive income could be presented in the statement of profit or
loss and other comprehensive income net of tax.

Other comprehensive income for the year, after tax:

Items that will not be reclassified to profit or loss:

Gains on property revaluation 600 2,700

Investments in equity instruments (18,000) 20,000

Remeasurements of defined benefit pension plans (500) 1,000

Share of gain-{loss)-on-propertyrevaluation other comprehensive

income of associates 400 (700)
(17,500) 23,000
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a)...

(b) This means the share of associates’ gain-{loss)-on-property-revaluation other comprehensive

income attributable to owners of the associates, ie it is after tax and non-controlling interests in the
associates. In this example, the other comprehensive income of associates consists only of items

that will not be subsequently reclassified to profit or loss. Entities whose associates’ other

comprehensive income includes items that may be subsequently reclassified to profit or loss are

required by paragraph 82A(b) to present that amount in a separate line.

(c) The income tax relating to each item of other comprehensive income is disclosed in the notes.

(d) ...

(illustrating the presentation of profit or loss and other comprehensive income in two

statements)
20X7 20X6

Profit for the year 121,250 65,500
Other comprehensive income:
Iltems that will not be reclassified to profit or loss:
Gains on property revaluation 933 3,367
Investments in equity instruments (24,000) 26,667
Remeasurements of defined benefit pension plans (667) 1,333
Share of gain-{loss)-on-propertyrevaluation other comprehensive
income of associates® 400 (700)
Income tax relating to items that will not be reclassified® 5,834 (7,667)

(17,500) 23,000

Alternatively, items of other comprehensive income could be presented, net of tax. Refer to the

statement of profit or loss and other comprehensive income illustrating the presentation of income and

expenses in one statement.

(a) This means the share of associates’ gain-{loss)}-on-propertyrevaluation other comprehensive

income attributable to owners of the associates, ie it is after tax and non-controlling interests in the
associates. In this example, the other comprehensive income of associates consists only of items that

will not be subsequently reclassified to profit or loss. Entities whose associates’ other comprehensive

income includes items that may be subsequently reclassified to profit or loss are required by

paragraph 82A(b) to present that amount in a separate line.

(b) The income tax relating to each item of other comprehensive income is disclosed in the notes.
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EMPLOYEE BENEFITS

Recognition and measurement: plan assets
Fair value of plan assets
Reimbursements
Components of defined benefit cost
Net interest on the net defined benefit liability (asset)
Remeasurements of the net defined benefit liability (asset)
Presentation
Offset
Current/non-current distinction
Components of defined benefit cost
Disclosure
Characteristics of defined benefit plans and risks associated with them
Explanation of amounts in the financial statements
Amount, timing and uncertainty of future cash flows
Multi-employer plans
Defined benefit plans that share risks between entities under common control
Disclosure requirements in other IFRSs
OTHER LONG-TERM EMPLOYEE BENEFITS
Recognition and measurement
Disclosure
TERMINATION BENEFITS

Recognition

Measurement

Disclosure

TRANSITION AND EFFECTIVE DATE

APPENDICES

A Application Guidance

B Amendments to other HKFRSs

C Comparison with International Financial Reporting Standards

BASIS FOR CONCLUSIONS

APPENDIX
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Hong Kong Accounting Standard 19 Employee Benefits (HKAS
19) is set out in paragraphs 1-17587 and the Appendix. All the
paragraphs have equal authority. HKAS 19 should be read in the
context of its objective and the Basis for Conclusions, the Preface to
Hong Kong Financial Reporting Standards and the Conceptual
Framework for Financial Reporting. HKAS 8 Accounting Policies,
Changes in Accounting Estimates and Errors provides a basis for
selecting and applying accounting policies in the absence of explicit
guidance.
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EMPLOYEE BENEFITS

(i) in the case of medical benefits, future medical costs, including claim
handling costs (ie the costs that will be incurred in processing and resolving
claims, including legal and adjuster’s fees) (see paragraphs 96-98); and

(iv) taxes payable by the plan on contributions relating to service before the
reporting date or on benefits resulting from that service.

Actuarial assumptions are unbiased if they are neither imprudent nor excessively
conservative.

Actuarial assumptions are mutually compatible if they reflect the economic
relationships between factors such as inflation, rates of salary increase and discount
rates. For example, all assumptions that depend on a particular inflation level (such
as assumptions about interest rates and salary and benefit increases) in any given
future period assume the same inflation level in that period.

An entity determines the discount rate and other financial assumptions in nominal
(stated) terms, unless estimates in real (inflation-adjusted) terms are more reliable,
for example, in a hyperinflationary economy (see HKAS 29 Financial Reporting in
Hyperinflationary Economies), or where the benefit is index-linked and there is a deep
market in index-linked bonds of the same currency and term.

Financial assumptions shall be based on market expectations, at the end of the
reporting period, for the period over which the obligations are to be settled.

Actuarial assumptions: mortality

An entity shall determine its mortality assumptions by reference to its best
estimate of the mortality of plan members both during and after employment.

In order to estimate the ultimate cost of the benefit an entity takes into consideration
expected changes in mortality, for example by modifying standard mortality tables
with estimates of mortality improvements.

Actuarial assumptions: discount rate

The rate used to discount post-employment benefit obligations (both funded
and unfunded) shall be determined by reference to market yields at the end of
the reporting period on high quality corporate bonds. -countries—where-For
currencies for which there is no deep market in such high quality corporate
bonds, the market yields (at the end of the reporting period) on government
bonds denominated in that currency shall be used. The currency and term of
the corporate bonds or government bonds shall be consistent with the
currency and estimated term of the post-employment benefit obligations.

One actuarial assumption that has a material effect is the discount rate. The
discount rate reflects the time value of money but not the actuarial or investment risk.
Furthermore, the discount rate does not reflect the entity-specific credit risk borne by
the entity’s creditors, nor does it reflect the risk that future experience may differ from
actuarial assumptions.

The discount rate reflects the estimated timing of benefit payments. In practice, an
entity often achieves this by applying a single weighted average discount rate that
reflects the estimated timing and amount of benefit payments and the currency in
which the benefits are to be paid.
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Transition and effective date

172

173

174

175

176

An entity shall apply this Standard for annual periods beginning on or after 1 January
2013. Earlier application is permitted. If an entity applies this Standard for an
earlier period, it shall disclose that fact.

An entity shall apply this Standard retrospectively, in accordance with HKAS 8
Accounting Policies, Changes in Accounting Estimates and Errors, except that:

(a) an entity need not adjust the carrying amount of assets outside the scope of this
Standard for changes in employee benefit costs that were included in the
carrying amount before the date of initial application. The date of initial
application is the beginning of the earliest prior period presented in the first
financial statements in which the entity adopts this Standard.

(b) in financial statements for periods beginning before 1 January 2014, an entity
need not present comparative information for the disclosures required by
paragraph 145 about the sensitivity of the defined benefit obligation.

HKFRS 13, issued in June 2011, amended the definition of fair value in paragraph 8
and amended paragraph 113. An entity shall apply those amendments when it applies
HKFRS 13.

Defined Benefit Plans: Employee Contributions (Amendments to HKAS 19), issued in
December 2013, amended paragraphs 93-94. An entity shall apply those
amendments for annual periods beginning on or after 1 July 2014 retrospectively in
accordance with HKAS 8 Accounting Policies, Changes in Accounting Estimates and
Errors. Earlier application is permitted. If an entity applies those amendments for an
earlier period, it shall disclose that fact.

Annual Improvements to HKFRSs 2012-2014 Cycle, issued in October 2014,

177

amended paragraph 83 and added paragraph 177. An entity shall apply that
amendment for annual periods beginning on or after 1 January 2016. Earlier
application is permitted. If an entity applies that amendment for an earlier period it
shall disclose that fact.

An _entity shall apply the amendment in paragraph 176 from the beginning of the

earliest comparative period presented in the first financial statements in which the
entity applies the amendment. Any initial adjustment arising from the application of
the amendment shall be recognised in retained earnings at the beginning of that

period.
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Actuarial assumptions—discount rate

BC129-BC137

Actuarial assumptions—discount rate: exposure draft published in 2009 BC138-BC139

Actuarial assumptions—salaries, benefits and medical costs

Actuarial assumptions—mortality: amendments issued in 2011

Actuarial assumptions—risk-sharing: amendments issued in 2011

Actuarial assumptions—discount rate: regional market issue

CONTRIBUTIONS FROM EMPLOYEES OR THIRD PARTIES:
AMENDMENTS ISSUED IN 2013

Curtailments and settlements

Plan amendments, curtailments and settlements: amendments
issued in 2011

Plan assets
Plan assets: amendments issued in 2000
Plan assets—measurement
Reimbursements: amendments issued in 2000
Defined benefit plans—presentation of assets and liabilities

Defined benefit plans—presentation of defined benefit cost:
amendments issued in 2011

Defined benefit plans—disclosures: amendments issued in 2011
The Board’s approach to disclosures about defined benefit plans
Selecting disclosure objectives

Characteristics of the defined benefit plan and amounts in the
financial statements

Amount, timing and uncertainty of future cash flows
Other disclosures considered but rejected by the Board
Multi-employer plans
OTHER LONG-TERM EMPLOYEE BENEFITS
Death-in-service benefits
TERMINATION BENEFITS: AMENDMENTS ISSUED IN 2011
Benefits payable in exchange for services
Recognition
Measurement

INTERACTION BETWEEN PLAN AMENDMENTS,
CURTAILMENTS, SETTLEMENTS, TERMINATION BENEFITS
AND RESTRUCTURING COSTS

TRANSITION
First-time adopters
Early application

Transition provisions for Defined Benefit Plans:
Employee Contributions
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Actuarial assumptions—salaries, benefits and medical costs

BC140 Some argue that estimates of future increases in salaries, benefits and medical costs
should not affect the measurement of assets and liabilities until they are granted, on
the grounds that:

(a) future increases are future events; and
(b) such estimates are too subjective.

BC141 IASC believed that the assumptions were used not to determine whether an
obligation exists, but to measure an existing obligation on a basis that provides the
most relevant measure of the estimated outflow of resources. If no increase was
assumed, this was an implicit assumption that no change will occur and it would be
misleading to assume no change if an entity did expect a change. |AS 19 maintains
the requirement in I1AS 19 before its revision in 1998 that measurement should take
account of estimated future salary increases. IASC also believed that increases in
future medical costs can be estimated with sufficient reliability to justify incorporation
of those estimated increases in the measurement of the obligation.

Actuarial assumptions—mortality: amendments issued in 2011

BC142 The amendments made in 2011 make explicit that the mortality assumptions used to
determine the defined benefit obligation are current estimates of the expected
mortality rates of plan members, both during and after employment. In the Board’s
view, current mortality tables might need to be adjusted for expected changes in
mortality (such as expected mortality improvement) to provide the best estimate of
the amount that reflects the ultimate cost of settling the defined benefit obligation.

Actuarial assumptions—risk-sharing: amendments issued in 2011
BC143 The amendments made in 2011 clarify that:

(a) the effect of employee and third-party contributions should be considered in
determining the defined benefit cost, the present value of the defined benefit
obligation and the measurement of any reimbursement rights.

(b) the benefit to be attributed to periods of service in accordance with paragraph 70
of IAS 19 is net of the effect of any employee contributions in respect of service. *

(c) any conditional indexation should be reflected in the measurement of the defined
benefit obligation, whether the indexation or changes in benefits are automatic or
are subject to a decision by the employer, the employee or a third party, such as
trustees or administrators of the plan.

(d) if any limits exist on the legal and constructive obligation to pay additional
contributions, the present value of the defined benefit obligation should reflect
those limits.

BC144 Some defined benefit plans include features that share the benefits of a surplus or the
cost of a deficit between the employer and the plan participants. Similarly, some
defined benefit plans provide benefits that are conditional to some extent on whether
there are sufficient assets in the plan to fund them. Such features share risk between
the entity and the plan participants and affect the ultimate cost of the benefits.
Hence, the 2010 ED proposed to clarify that the present value of the defined benefit

Defined Benefit Plans: Employee Contributions, issued in November 2013, clarified the requirements that
relate to how contributions from employees or third parties that are linked to service should be attributed to
periods of service. In addition, it permits a practical expedient if the amount of the contributions is
independent of the number of years of service. See paragraphs-BE156A-BC150K BC150G-BC150Q.
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determined in accordance with paragraph 80. Paragraph 80 requires financial
assumptions to be based on market expectations at the end of the reporting period
for the period over which the obligations are to be settled.

Other clarifications
BC150 The Board clarified the following points in the light of responses to the 2010 ED:

(a) Contributions from employees in respect of service should be attributed to
periods of service in accordance with paragraph 70 using the benefit formula, or
on a straight-line basis (ie the back-end loading test and attribution in paragraph
70 should be based on the net benefit).” This reflects the Board’s view that
contributions from employees can be viewed as a negative benefit. In addition,
the Board noted that a portion of future employee contributions may be
connected with salary increases included in the defined benefit obligation.
Applying the same method of attribution to that portion of the contribution and
the salary increases avoids an inconsistency.

(b) An entity would apply judgement in determining whether a change in an input is
a change in the terms of the benefit (resulting in past service cost) or a change
in an assumption (resulting in an actuarial gain or loss). This clarification is
consistent with guidance that existed in IAS 19 before 2011, describing how to
address employee contributions for medical costs.

(c) The best estimate of the ultimate cost of the benefits reflects the best estimate of
the effect of terms of the plan that require or allow a change to the level of
benefit, or that provide other benefit options, regardless of whether the benefits
are adjustable by the entity, by the managers of the plan, or by the employees.

(d) The measurement of the defined benefit obligation takes account of the effect of
any limit on contributions by the employer (see paragraph 91). In the Board’s
view, this is consistent with the objective of determining the ultimate cost of
the benefits. The Board concluded that the effect of such a limit should be
determined over the shorter of the expected life of the plan and the expected
life of the entity. Determining the limit over a period longer than the current
period is necessary to identify whether the effect of the limit is temporary or
permanent. For example, the service cost may be higher than the maximum
contribution amount in the current period, but if in subsequent years the service
cost is lower than the contribution amount, then the effect of the limit is more of
a deferral of current period contributions than a limit on the total contributions
required.

(e) The amendments relating to risk-sharing are not intended to be limited to
particular relationships. Some respondents noted that some plans’ risks are
shared not only with employees, but also with other parties (such as the
government). In the Board’s view, an entity should consider such
arrangements in determining the defined benefit obligation. Nevertheless,
entities need to consider whether those contributions are reimbursements as
described in paragraphs 116-119 (and therefore must be recognised as
reimbursement rights) or reductions in the defined benefit obligation.

Defined Benefit Plans: Employee Contributions, issued in November 2013, clarified the requirements that

relate to how contributions from employees or third parties that are linked to service should be attributed to
periods of service. In addition, it permits a practical expedient if the amount of the contributions is
independent of the number of years of service. See paragraphs-BE156A-BC150K BC150G-BC150Q.
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Actuarial assumptions—discount rate: regional market issue

The Board was asked to clarify the requirements of IAS 19 to determine the

BC150B

discount rate in a regional market sharing the same currency (for example, the
Eurozone). The issue arose because some think that the basket of high quality
corporate bonds should be determined at a country level, and not at a currency
level, because paragraph 83 of IAS 19 states that in countries in which there is no
deep market in such bonds, the market yields at the end of the reporting period on
government bonds shall be used.

The Board noted that paragraph 83 of IAS 19 states that the currency and term of

BC150C

the corporate bonds or government bonds shall be consistent with the currency and
estimated term of the post-employment benefit obligations.

The Board decided to amend paragraph 83 of IAS 19 in order to clarify that the

BC150D

depth of the market for high quality corporate bonds should be assessed at a
currency level.

Some respondents to the Exposure Draft Annual Improvements to IFRSs

BC150E

2012-2014 Cycle (the ‘2013 Annual Improvements Exposure Draft’), published in
December 2013, suggested to the Board that it should clarify the objectives and the
rationale underlying the selection and use of the discount rate for post-employment
benefit obligations. The Board noted that the IFRS Interpretations Committee (the
‘Interpretations Committee’) had already discussed a potential broader amendment
relating to the discount rate and, after several meetings, recommended that the
determination of the discount rate for post-employment benefit obligations should
be addressed in the Board’s research project on discount rates.

Some respondents to the 2013 Annual Improvements Exposure Draft suggested to

BC150F

the Board that it should clarify whether the proposed amendment prohibits an entity
that operates in a country/regional market in which there is a deep market for high
quality corporate bonds from using only the high quality corporate bonds issued in
its own country/regional market. The Board noted that the amendment only clarifies
that the depth of the market for high quality corporate bonds should be assessed at
a currency level and not a country/regional market level. It does not require that the
basket of high quality corporate bonds used to determine the discount rate for
post-employment obligations must include all the high quality corporate bonds
issued in a currency.

Some respondents to the 2013 Annual Improvements Exposure Draft expressed

© Copyright

concerns _about the potential effects of the amendment on countries that have
adopted a currency as their official or legal currency without being members of a
regional market or part of one with a common currency. They think that the
proposed amendment could result in anomalous outcomes in these countries,
because a discount rate determined from high quality corporate bonds
denominated in a stronger currency could be inconsistent with the inflation rate
(and the other assumptions) used in these countries to determine the cost of
providing post-employment benefits. The Board noted that this anomaly is not
unique to the fact pattern raised. Instead, inflation rates in one location may be
different to those in another, even if they are in the same country, state or regional
market with a shared currency. In the Board’s view, an analysis of the potential
effect of the amendment would not provide useful additional information. The Board
concluded that the amendment is an improvement that should not be delayed for a
narrow range of situations that the Board had already considered in proposing the
amendment.
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Contributions from employees or third parties: amendments
issued in 2013

BC150AGIn 2012, the {ERS—Interpretations Committee {the—Interpretations—Committee’)

received two submissions that requested clarification of the accounting
requirements set out in paragraph 93 of IAS 19 for contributions from employees or
third parties.

BC150BHThe Interpretations Committee considered whether some types of contributions
from employees or third parties to a defined benefit plan should reduce the cost of
short-term employee benefits instead of reducing the cost of post-employment
benefits. The Interpretations Committee observed that the wording in paragraph 93
of IAS 19 appeared to suggest that all employee contributions that are linked to
service should be attributed to periods of service as a reduction of service cost (ie
as a negative benefit). However, employee contributions that are linked solely to
the employee’s service rendered in the same period in which those contributions
are payable (for example, contributions that are a fixed percentage of salary
throughout the period of the employment) might also be considered to be a
reduction of the cost of short-term employee benefits (ie a reduction in salary).
Consequently, the Interpretations Committee recommended to the IASB that it
should amend IAS 19 regarding the accounting for such contributions.

BC150€CI In the IASB’s view, contributions from employees or third parties that are required
by the terms of a defined benefit plan should form part of the post-employment
benefit rather than the short-term employee benefit. Consequently, such
contributions should be attributed to periods of service as a reduction of service
cost (ie as a negative benefit). However, the IASB acknowledged the general
concern about the complexity of the required calculations that could result from the
requirement to attribute the net benefit to periods of service. The IASB thus
concluded that the costs of applying the attribution requirements to some simple
types of contributory plans outweighed the benefits and so the IASB decided to add
a practical expedient to paragraph 93.

BC150BJ Consequently, in March 2013, the IASB published the Exposure Draft ED/2013/4
Defined Benefit Plans: Employee Contributions (‘ED/2013/4’), which proposed
amendments to paragraph 93 of IAS 19. In ED/2013/4 the IASB proposed that
some contributions from employees or third parties may be excluded from being
attributed to periods of service as a negative benefit. Instead, those contributions
could be recognised as a reduction in the service cost in the period in which they
are payable if, and only if, they are linked solely to the employee’s service rendered
in that period. An example of such a situation would be contributions based on an
employee’s salary at a fixed percentage that does not depend on the number of
years of service by the employee to the employer. On the other hand, if an
employee is required to contribute a higher percentage of salary in later years of
service, then the contributions are not linked solely to the employee’s service that is
rendered in the period in which the contributions are payable.

BC150EK When developing ED/2013/4, the IASB observed that paragraph 93 first states that
contributions from employees or third parties in respect of service are attributed to
periods of service as a negative benefit in accordance with paragraph 70, and then
states that the net benefit is attributed in accordance with paragraph 70. The
references to both the negative benefit and net benefit might cause confusion as to
whether the back-end loading test in paragraph 70 is required to be performed on
the net benefit, or on the gross benefit and the negative benefit separately. The
IASB observed that performing the test on the net benefit would add complexity
and that the outcome of that test would differ from the outcome of performing the
test on the gross benefit and the negative benefit separately. Consequently, the
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IASB proposed to specify in paragraph 93 that the contributions from employees or
third parties that are not solely linked to current-year service should be attributed to
periods of service using the same method of attribution as the gross benefit in
accordance with paragraph 70.

BC150EL A total of 63 respondents commented on ED/2013/4. The majority of respondents
supported the proposed amendments, but about half of them requested either
further clarification of the scope of the practical expedient or the addition of
application guidance or examples.

BC150GMSome respondents requested clarification of whether they could apply the
proposed practical expedient if the amount of the contributions depended on the
employee’s age instead of the number of years of service (age-based contributions).
The IASB observed that examples illustrating the proposed practical expedient in
ED/2013/4 implied two criteria—one is whether contributions are a fixed percentage
of salary and the other is whether the contributions are independent of the number
of years of service.

BC150HNThe IASB considered whether contributions should have to meet either or both of
the criteria to qualify for the practical expedient. In some circumstances, age-based
contributions could approximate contributions that depend on the number of years
of service, because both of the contribution formulas depend on time. However,
age-based contributions are independent of the number of years of service. For
example, the terms of a plan require employee contributions of four per cent of
salary for the first ten years and then six per cent thereafter. The increase to six per
cent is not only related to the service in the current year, but is also related to the
first ten years of service, which is a prerequisite for the change in the contribution
percentage. If the terms of the plan required employee contributions of four per
cent of salary if the employee was 30 years old or younger and six per cent if the
employee was more than 30 years old, then an employee would be required to
contribute either four per cent or six per cent regardless of the length of their
service. In other words, the contributions paid for each year are not dependent on
prior service.

BC150i0 Consequently, the IASB decided that the practical expedient should be permitted if
the amount of the contributions is independent of the number of years of service.
This principle would also help to clarify whether the practical expedient would apply
to other types of contribution arrangements, including contributions that are a fixed
amount (as opposed to a fixed percentage) regardless of the number of years of
service.

BC150JP One respondent to ED/2013/4 was concerned that some might interpret the
requirements to attribute contributions from employees or third parties to periods of
service to mean that the accumulated value of contributions should be deducted
from both the defined benefit obligation and the plan assets. The IASB noted that
the plan assets and the defined benefit obligation would increase by the amount of
the contributions paid. This is because the contributions that are paid increase the
employer’s obligation to the employees even if those contributions are attributed to
other periods of service to reflect the net cost to the employer.

BC150kQWhen developing the amendments, the IASB observed that paragraph 94 sets out
requirements for the accounting for changes in employee or third-party
contributions. The IASB noted that the requirements in that paragraph apply to
contributions that are attributed to periods of service using the same attribution
method that is required by paragraph 70 for the gross benefit. Consequently, the
IASB decided to amend paragraph 94 to clarify the scope of the requirements in
that paragraph.
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(b) In financial statements for periods beginning before 1 January 2014, an entity
need not provide comparatives for the disclosures about the sensitivity of the
defined benefit obligation. The Board provided this exemption to provide
sufficient lead time for entities to implement the necessary systems.

First-time adopters

For entities adopting IFRSs for the first time, the amendments made in 2011 are to
be applied retrospectively as required by IFRS 1 First-time Adoption of International
Financial Reporting Standards. The Board included a temporary exemption for
entities adopting IFRSs to use paragraph 173(b) for the same reasons as given in
paragraph BC269(b).

Early application

The amendments made in 2011 will improve the accounting and, in particular, the
disclosures provided by a reporting entity in relation to its participation in defined
benefit plans. In addition, some of the amendments address existing problems in
applying IAS 19 in practice. The Board noted that the majority of the amendments
made in 2011 are permitted by the previous version of IAS 19. Consequently, the
Board permitted early application of all the amendments made in 2011.

Transition provisions for Defined Benefit Plans:
Employee Contributions

In ED/2013/4, the IASB proposed retrospective application and to permit earlier
application of the amendments. The majority of the respondents supported those
proposals. Some respondents questioned whether retrospective application was
practicable because some calculations might require information that is not readily
available. The IASB observed that in current practice, contributions from employees
or third parties are generally reduced from service cost without being attributed to
periods of service. The proposed amendments are intended to provide relief so t