HKAS 1 (Revised)
Revised May—2010July 2011

Effective for annual periods
beginning on or after 1 January 2009*

Hong Kong Accounting Standard 1 (Revised)

Presentation of

Financial Statements

* (@ HKAS 1 (Revised) is applicable for annual periods beginning on or after 1 January 2009.
Earlier application is permitted. HKAS 1 (Revised) supersedes HKAS 1 issued in 2004, as

amended in 2005.
(b)  An entity shall apply amendments resulting from Improvements to HKFRSs issued in May 2010

for annual periods beginning on or after 1 January 2011.

CPA Hong Kong Institute of
Certified Public Accountants
-y TEEHMLY



http://app1.hkicpa.org.hk/ebook/HKSA_Members_Handbook_Master/volumeII/improveifrs2010.pdf

COPYRIGHT
© Copyright 2011 Hong Kong Institute of Certified Public Accountants

This Hong Kong Financial Reporting Standard contains IFRS Foundation copyright material.
Reproduction within Hong Kong in unaltered form (retaining this notice) is permitted for personal
and non-commercial use subject to the inclusion of an acknowledgment of the source. Requests
and inquiries concerning reproduction and rights for commercial purposes within Hong Kong
should be addressed to the Director, Finance and Operation, Hong Kong Institute of Certified
Public Accountants, 37/F., Wu Chung House, 213 Queen's Road East, Wanchai, Hong Kong.

All rights in this material outside of Hong Kong are reserved by IFRS Foundation. Reproduction of
Hong Kong Financial Reporting Standards outside of Hong Kong in unaltered form (retaining this
notice) is permitted for personal and non-commercial use only. Further information and requests
for authorisation to reproduce for commercial purposes outside Hong Kong should be addressed
to the IFRS Foundation at www.ifrs.org.

Further details of the copyright notice form IFRS Foundation is available at
http://appl.hkicpa.org.hk/ebook/copyright-notice. pdf

© Copyright 2


http://app1.hkicpa.org.hk/ebook/copyright-notice.pdf

PRESENTATION OF FINANCIAL STATEMENTS

CONTENTS

INTRODUCTION
HONG KONG ACCOUNTING STANDARD 1

PRESENTATION OF FINANCIAL STATEMENTS

OBJECTIVE
SCOPE
DEFINITIONS
FINANCIAL STATEMENTS
Purpose of financial statements
Complete set of financial statements
General features
True and fair view and compliance with HKFRSs
Going concern
Accrual basis of accounting
Materiality and aggregation
Offsetting
Frequency of reporting
Comparative information
Consistency of presentation
STRUCTURE AND CONTENT
Introduction
Identification of the financial statements

Statement of financial position

Information to be presented in the statement of financial position

Current/non-current distinction
Current assets

Current liabilities

Information to be presented either in the statement of financial position

or in the notes

Statement of comprehensive income

Information to be presented in the statement of comprehensive

income

Profit or loss for the period

Other comprehensive income for the period

Information to be presented in the statement of comprehensive

income or in the notes

Statement of changes in equity

Statement of cash flows

© Copyright 3

paragraphs
IN1-IN16

1

2i6

7i 8A
9i 46

9

101 14
1571 46
15124
251 26
271 28
29131
32135
361 37
38i 44
457 46
471138
477 48
49i 53
547 80A
541 59
601 65
661 68
691 76
771 80A
81i 105
82187
88189
901 96
97i 105
1061 110
111

HKAS 1_(January 2010)



PRESENTATION OF FINANCIAL STATEMENTS

Notes 1127138
Structure 1127 116
Disclosure of accounting policies 1177 124
Sources of estimation uncertainty 125i 133
Capital 1341 136
Puttable financial instruments classified as equity 136A
Other disclosures 1371138

TRANSITION AND EFFECTIVE DATE 139-139D

WITHDRAWAL OF HKAS 1 (ISSUED 2004) 140

APPENDICES:

A Amendments to other pronouncements

B Comparison with International Accounting Standards

C Notes on legal requirements in Hong Kong

D Amendments resulting from other HKFRSs

E Amendments to HKAS 1 Presentation of Items of Other

Comprehensive Income

BASIS FOR CONCLUSIONS

APPENDIX:

Amendments to the Basis for Conclusions on other HKFRSs

DISSENTING OPINIONS
Amendments resulting from other Basis for Conclusions

Amendments to the Basis for Conclusions on HKAS 1 Presentation
of Items of Other Comprehensive Income

IMPLEMENTATION GUIDANCE

APPENDICES:

A Amendments to guidance on other HKFRSs

B Amendments resulting from other Implementation Guidance
C Amendments to the guidance on implementing HKAS 1

Presentation of Items of Other Comprehensive Income

TABLE OF CONCORDANCE

Hong Kong Accounting Standard 1 Presentation of Financial Statements (HKAS 1) is set out in
paragraphs 1i 140 and Appendices A,—and D_and E. 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 Framework for the Preparation and
Presentation of Financial Statements. 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-2010July 2011. It
supersedes HKAS 1, issued in 2004, as amended in 2005.

© Copyright 4 HKAS 1 (Jandary-2040July 2011)




PRESENTATION OF FINANCIAL STATEMENTS

Introduction

IN1

Hong Kong Accounting Standard 1 Presentation of Financial Statements (HKAS 1)
replaces HKAS 1 Presentation of Financial Statements (issued in 2004) as amended in
2005. HKAS 1 sets overall requirements for the presentation of financial statements,
guidelines for their structure and minimum requirements for their content.

Reasons for revising HKAS 1

IN2

IN3

IN4

The objective of Hong Kong Institute of Certified Public Accountants (HKICPA) revising
HKAS 1 is to maintain international convergence arising from the revision of IAS 1
Presentation of Financial Statements by the International Accounting Standards Board
(IASB). The HKICPA supported the reasons for revising IAS 1 of the IASB.

The main objective of the IASB in revising IAS 1 was to aggregate information in the
financial statements on the basis of shared characteristics. With this in mind, the IASB
considered it useful to separate changes in equity (net assets) of an entity during a period
arising from transactions with owners in their capacity as owners from other changes in
equity. Consequently, the IASB decided that all owner changes in equity should be
presented in the statement of changes in equity, separately from non-owner changes in
equity.

In its review, the IASB also considered FASB Statement No. 130 Reporting
Comprehensive Income (SFAS 130) issued in 1997. The requirements in IAS 1 regarding
the presentation of the statement of comprehensive income are similar to those in SFAS
130; however, some differences remain and those are identified in paragraph BC106 of
the Basis for Conclusions.

In addition, the IASB6s i ntenti on i n revi si meagderlsé&t®nsbf
IAS 1 to make it easier to read. The IASB6 s 0 b jwas rtoti to eeconsider all the
requirements of IAS 1.

Main features of HKAS 1

IN5

IN6

IN7

IN8

HKAS 1 affects the presentation of owner changes in equity and of comprehensive
income. It does not change the recognition, measurement or disclosure of specific
transactions and other events required by other HKFRSs.

HKAS 1 requires an entity to present, in a statement of changes in equity, all owner
changes in equity. All non-owner changes in equity (ie comprehensive income) are
required to be presented in one statement of comprehensive income or in two statements
(a separate income statement and a statement of comprehensive income). Components of
comprehensive income are not permitted to be presented in the statement of changes in
equity.

HKAS 1 requires an entity to present a statement of financial position as at the beginning
of the earliest comparative period in a complete set of financial statements when the entity
applies an accounting policy retrospectively or makes a retrospective restatement, as
defined in HKAS 8 Accounting Policies, Changes in Accounting Estimates and Errors, or
when the entity reclassifies items in the financial statements.

HKAS 1 requires an entity to disclose reclassification adjustments and income tax relating
to each component of other comprehensive income. Reclassification adjustments are the
amounts reclassified to profit or loss in the current period that were previously recognised
in other comprehensive income.

© Copyright 5 HKAS 1
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HKAS 1 requires the presentation of dividends recognised as distributions to owners and
related amounts per share in the statement of changes in equity or in the notes.
Dividends are distributions to owners in their capacity as owners and the statement of
changes in equity presents all owner changes in equity.

Changes from previous requirements

IN10

IN11

IN12

IN13

The main changes from the previous version of HKAS 1 are described below.

A complete set of financial statements

The previous version of HKAESt G arsce dé t ehteb
to describe two of the statements within a complete set of financial statements. HKAS 1

mé ftodes

uses Ostatement of oOfsitmanrcoieanlt podsictaisohn 6f laonwds 6 f o

The new titles reflect more closely the function of those statements, as described in the
Framework (see paragraphs BC14i BC21 of the Basis for Conclusions).

HKAS 1 requires an entity to disclose comparative information in respect of the previous
period, ie to disclose as a minimum two of each of the statements and related notes. It
introduces a requirement to include in a complete set of financial statements a statement
of financial position as at the beginning of the earliest comparative period whenever the
entity retrospectively applies an accounting policy or makes a retrospective restatement of
items in its financial statements, or when it reclassifies items in its financial statements.

The purpose is to provide information t h at is useful in analysing

statements (see paragraphs BC31 and BC32 of the Basis for Conclusions).
Reporting owner changes in equity and comprehensive income

The previous version of HKAS 1 required the presentation of an income statement that
included items of income and expense recognised in profit or loss. It required items of
income and expense not recognised in profit or loss to be presented in the statement of
changes in equity, together with owner changes in equity. It also labelled the statement of
changes in equity comprising profit or loss, other items of income and expense and the
effects of changes in accounting policies and correction o f errors as
recogni sed income andregukegsienseo6. HKAS 1 n

@) all changes in equity arising from transactions with owners in their capacity as
owners (ie owner changes in equity) to be presented separately from non-owner
changes in equity. An entity is not permitted to present components of
comprehensive income (ie non-owner changes in equity) in the statement of
changes in equity. The purpose is to provide better information by aggregating
items with shared characteristics and separating items with different
characteristics (see paragraphs BC37 and BC38 of the Basis for Conclusions).

(b) income and expenses to be presented in one statement (a statement of
comprehensive income) or in two statements (a separate income statement and a
statement of comprehensive income), separately from owner changes in equity
(see paragraphs BC49i BC54 of the Basis for Conclusions).

(c) components of other comprehensive income to be displayed in the statement of
comprehensive income.

(d) total comprehensive income to be presented in the financial statements.

© Copyright 6 HKAS 1
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Other comprehensive incomed reclassification adjustments and
related tax effects

HKAS 1 requires an entity to disclose income tax relating to each component of other
comprehensive income. The previous version of HKAS 1 did not include such a
requirement. The purpose is to provide users with tax information relating to these
components because the components often have tax rates different from those applied to
profit or loss (see paragraphs BC651 BC68 of the Basis for Conclusions).

HKAS 1 also requires an entity to disclose reclassification adjustments relating to
components of other comprehensive income. Reclassification adjustments are amounts
reclassified to profit or loss in the current period that were recognised in other
comprehensive income in previous periods. The purpose is to provide users with
information to assess the effect of such reclassifications on profit or loss (see paragraphs
BC69i BC73 of the Basis for Conclusions).

Presentation of dividends

The previous version of HKAS 1 permitted disclosure of the amount of dividends
recognised as distributions to equity holders (now referredtoas 6 owner s 0)
amount per share in the income statement, in the statement of changes in equity or in the
notes. HKAS 1 requires dividends recognised as distributions to owners and related
amounts per share to be presented in the statement of changes in equity or in the notes.
The presentation of such disclosures in the statement of comprehensive income is not
permitted (see paragraph BC75 of the Basis for Conclusions). The purpose is to ensure
that owner changes in equity (in this case, distributions to owners in the form of dividends)
are presented separately from non-owner changes in equity (presented in the statement of
comprehensive income).

© Copyright 7 HKAS 1
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PRESENTATION OF FINANCIAL STATEMENTS

Hong Kong Accounting Standard 1
Presentation of Financial Statements

Objective

1

This Standard prescribes the basis for presentation of general purpose financial
statements to ensur e c¢ o mp dimaacialistatentents obpoevidus
periods and with the financial statements of other entities. It sets out overall requirements
for the presentation of financial statements, guidelines for their structure and minimum
requirements for their content.

Scope

An entity shall apply this Standard in preparing and presenting general purpose
financial statements in accordance with Hong Kong Financial Reporting Standards
(HKFRSS).

Other HKFRSs set out the recognition, measurement and disclosure requirements for
specific transactions and other events.

This Standard does not apply to the structure and content of condensed interim financial
statements prepared in accordance with HKAS 34 Interim Financial Reporting. However,
paragraphs 151 35 apply to such financial statements. This Standard applies equally to all
entities, including those that present consolidated financial statements and those that
present separate financial statements as defined in HKAS 27 Consolidated and Separate
Financial Statements.

This Standard uses terminology that is suitable for profit-oriented entities, including public
sector business entities. If entities with not-for-profit activities in the private sector or the
public sector apply this Standard, they may need to amend the descriptions used for
particular line items in the financial statements and for the financial statements
themselves.

Similarly, entities that do not have equity as defined in HKAS 32 Financial Instruments:
Presentation (eg some mutual funds) and entities whose share capital is not equity (eg
some co-operative entities) may need to adapt the financial statement presentation of
member s or unitholdersé interests.

Definitions

7

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

wi t h

General purpose financial statements ( r ef erred t o as O6f arethose i a |

intended to meet the needs of users who are not in a position to require an entity to
prepare reports tailored to their particular information needs.

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

© Copyright 8 HKAS 1 (July 2009)
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PRESENTATION OF FINANCIAL STATEMENTS

Hong Kong Financial Reporting Standards (HKFRSs) are Standards and Interpretations
issued by the Hong Kong Institute of Certified Public Accountants (HKICPA). They
comprise:

(a) Hong Kong Financial Reporting Standards;
(b) Hong Kong Accounting Standards; and
(c) Interpretations.

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

Assessing whether an omission or misstatement could influence economic decisions of
users, and so be material, requires consideration of the characteristics of those users. The
Framework for the Preparation and Presentation of Financial Statements states in
paragraph 25 &asbhuméd todhave a reasonable &nowledge of business and
economic activities and accounting and a willingness to study the information with

reasonabl e diligence. ® Theref or acounthoweuserss ses s mert
with such attributes could reasonably be expected to be influenced in making economic
decisions.

Notes contain information in addition to that presented in the statement of financial
position, statement of comprehensive income, separate income statement (if
presented), statement of changes in equity and statement of cash flows. Notes
provide narrative descriptions or disaggregations of items presented in those
statements and information about items that do not qualify for recognition in those
statements.

Other comprehensive income comprises items of income and expense (including
reclassification adjustments) that are not recognised in profit or loss as required or
permitted by other HKFRSs.

The components of other comprehensive income include:

@) changes in revaluation surplus (see HKAS 16 Property, Plant and Equipment and
HKAS 38 Intangible Assets);

(b) actuarial gains and losses on defined benefit plans recognised in accordance with
paragraph 93A of HKAS 19 Employee Benefits;

(c) gains and losses arising from translating the financial statements of a foreign
operation (see HKAS 21 The Effects of Changes in Foreign Exchange Rates);

(d) gains and losses on remeasuring available-for-sale financial assets (see HKAS 39
Financial Instruments: Recognition and Measurement);

(e) the effective portion of gains and losses on hedging instruments in a cash flow
hedge (see HKAS 39).

Owners are holders of instruments classified as equity.

Profit or loss is the total of income less expenses, excluding the components of other
comprehensive income.

Reclassification adjustments are amounts reclassified to profit or loss in the current

period that were recognised in other comprehensive income in the current or
previous periods.

© Copyright 9 HKAS 1



PRESENTATION OF FINANCIAL STATEMENTS

Total comprehensive income is the change in equity during a period resulting from
transactions and other events, other than those changes resulting from
transactions with owners in their capacity as owners.

Tot al comprehensive income compri saasd af odampo
comprehensive incomed.

8 Although this Standard uses theterms 6 ot her comprehépsobo¥vieti acomeés
60tot al comprehensi ve i nc tmstddescabe thetatdlsiaslgng may us e

as the meaning is clear. Forexample,an entity may wuse the term O6ne
profit or loss.

8A The following terms are described in HKAS 32 Financial Instruments: Presentation and are
used in this Standard with the meaning specified in HKAS 32:

(@ puttable financial instrument classified as an equity instrument (described in
paragraphs 16A and 16B of HKAS 32)

(b) an instrument that imposes on the entity an obligation to deliver to another party a
prorata share of the net assets of the entity only on liquidation and is classified as
an equity instrument (described in paragraphs 16C and 16D of HKAS 32).

Financial statements

Purpose of financial statements

9 Financial statements are a structured representation of the financial position and financial
performance of an entity. The objective of financial statements is to provide information
about the financial position, financial performance and cash flows of an entity that is useful
to a wide range of users in making economic decisions. Financial statements also show
the results of the manamgmuesenttiged®it.donzeetthshi p of

objective, financial statementspr ovi de i nf ormati on about an ent i f
@) assets;

(b) liabilities;

(© equity;

(d) income and expenses, including gains and losses;

(e) contributions by and distributions to owners in their capacity as owners; and

® cash flows.

This information, along with other information in the notes, assists users of financial
statements in predicting t heparcuadr,itheirytiiagahdut ur e c
certainty.

Complete set of financial statements

10 A complete set of financial statements comprises:
€) a statement of financial position as at the end of the period;
(b) a statement of comprehensive income for the period;
(©) a statement of changes in equity for the period,;
(d) a statement of cash flows for the period;

© Copyright 10 HKAS 1 (January 2010)



PRESENTATION OF FINANCIAL STATEMENTS

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

()] a statement of financial position as at the beginning of the earliest
comparative 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.

An entity may use titles for the statements other than those used in this Standard.

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

12 As permitted by paragraph 81, an entity may present the components of profit or loss
either as part of a single statement of comprehensive income or in a separate income
statement. When an income statement is presented it is part of a complete set of financial
statements and shall be displayed immediately before the statement of comprehensive
income.

13 Many entities present, outside the financial statements, a financial review by management
that describes and explains the main features of t he enti tydés financi al p
financial position, and the principal uncertainties it faces. Such a report may include a
review of:

(®) the main factors and influences determining financial performance, including
changes in the environment in whichtheent i ty operates, the enti
those changes and theire f f ect , and the entitybés policy
and enhance financial performance, including its dividend policy;

(b) the entityéds sources of fundi equty;aamdd i ts tar

(c) the entityds resources not r ec @osiiginsned i n t
accordance with HKFRSs.

14 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.

General features

True and fair view and compliance with HKFRSs

15 Financial statements shall present a true and fair view of the financial position,
financial performance and cash flows of an entity. True and fair view requires the
faithful representation of the effects of transactions, other events and conditions in
accordance with the definitions and recognition criteria for assets, liabilities,
income and expenses set out in the Framework. The application of HKFRSs, with
additional disclosure when necessary, is presumed to result in financial statements
that achieve a true and fair view.

16 An entity whose financial statements comply with HKFRSs shall make an explicit
and unreserved statement of such compliance in the notes. An entity shall not
describe financial statements as complying with HKFRSs unless they comply with
all the requirements of HKFRSs.

17 In virtually all circumstances, an entity achieves a true and fair view by compliance with
applicable HKFRSs. A true and fair view also requires an entity:

© Copyright 11 HKAS 1 (July 2009)
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(a) to select and apply accounting policies in accordance with HKAS 8 Accounting
Policies, Changes in Accounting Estimates and Errors. HKAS 8 sets out a
hierarchy of authoritative guidance that management considers in the absence of
an HKFRS that specifically applies to an item.

(b) to present information, including accounting policies, in a manner that provides
relevant, reliable, comparable and understandable information.

(c) to provide additional disclosures when compliance with the specific requirements
in HKFRSs is insufficient to enable users to understand the impact of particular

transactions, other events and condi ti ons on the entityés

financial performance.

An entity cannot rectify inappropriate accounting policies either by disclosure of
the accounting policies used or by notes or explanatory material.

In the extremely rare circumstances in which management concludes that
compliance with a requirement in an HKFRS would be so misleading that it would
conflict with the objective of financial statements set out in the Framework, the
entity shall depart from that requirement in the manner set out in paragraph 20 if the
relevant regulatory framework requires, or otherwise does not prohibit, such a
departure.

When an entity departs from a requirement of an HKFRS in accordance with
paragraph 19, it shall disclose:

@) that management has concluded that the financial statements present fairly

the entityés financi al p o and tashoflows; f i nanci al

(b) that it has complied with applicable HKFRSs, except that it has departed
from a particular requirement to achieve a true and fair view;

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

(d) for each period presented, the financial effect of the departure on each item
in the financial statements that would have been reported in complying with
the requirement.

When an entity has departed from a requirement of an HKFRS in a prior period, and
that departure affects the amounts recognised in the financial statements for the
current period, it shall make the disclosures set out in paragraph 20(c) and (d).

Paragraph 21 applies, for example, when an entity departed in a prior period from a
requirement in an HKFRS for the measurement of assets or liabilities and that departure
affects the measurement of changes in assets and liabilities recognised in the current
peri od 6 sstafeinanta.nci al

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

© Copyright 12 HKAS 1
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(a) the title of the HKFRS in question, the nature of the requirement, and the
reason why management has concluded that complying with that
requirement is so misleading in the circumstances that it conflicts with the
objective of financial statements set out in the Framework; and

(b) for each period presented, the adjustments to each item in the financial
statements that management has concluded would be necessary to achieve
atrue and fair view.

24 For the purpose of paragraphs 197 23, an item of information would conflict with the
objective of financial statements when it does not represent faithfully the transactions,
other events and conditions that it either purports to represent or could reasonably be
expected to represent and, consequently, it would be likely to influence economic
decisions made by users of financial statements. When assessing whether complying with
a specific requirement in an HKFRS would be so misleading that it would conflict with the
objective of financial statements set out in the Framework, management considers:

€) why the objective of financial statements is not achieved in the particular
circumstances; and

(b) how the entityds circumst anc etbatcompfyfvithr f r om
the requirement. If other entities in similar circumstances comply with the
requirement, there is a rebuttable pr esumpti on t hat the entity
the requirement would not be so misleading that it would conflict with the objective
of financial statements set out in the Framework.

Going concern

25 When preparing financial statements, management shall make an assessment of an
entityés ability to conti nue shallspreparedinangial concer
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
eventsorcondi ti ons that may cast significant doub
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.

26 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

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

28 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.

© Copyright 13 HKAS 1
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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 humbers 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.

An entity need not provide a specific disclosure required by an HKFRS if the information is
not material.

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 statements of comprehensive income or financial position or in the
separate income statement (if presented), 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 andtoassess t he

future cash flows. Measuring assets net of valuation allowanceso for example,
obsolescence allowances on inventories and doubtful debts allowances on
receivablesd 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:

@) 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
exampl e, a s u pamleement) againsttherralatedreingbursement.

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:

© Copyright 14 HKAS 1
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(a) the reason for using alonger 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

Except when HKFRSs permit or require otherwise, an entity shall disclose
comparative information in respect of the previous period for all amounts reported

in the cur r ent periodés financi aHall isclude comparative .

information for narrative and descriptive information when it is relevant to an
understanding of thecurrentper i odds financial stateme

An entity disclosing comparative information shall present, as a minimum, two statements
of financial position, two of each of the other statements, and related notes. 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, it
shall present, as a minimum, three statements of financial position, two of each of the
other statements, and related notes. An entity presents statements of financial position as
at:

€)] the end of the current period,

(b) the end of the previous period (which is the same as the beginning of the current
period), and

(c) the beginning of the earliest comparative period.

In some cases, narrative information provided in the financial statements for the previous
period(s) continues to be relevant in the current period. For example, an entity discloses in
the current period details of a legal dispute whose outcome was uncertain at the end of the
immediately preceding reporting period and that is yet to be resolved. Users benefit from
information that the uncertainty existed at the end of the immediately preceding reporting
period, and about the steps that have been taken during the period to resolve the
uncertainty.

When the entity changes the presentation or classification of items in its financial
statements, the entity shall reclassify comparative amounts unless reclassification
is impracticable. When the entity reclassifies comparative amounts, the entity shall
disclose:

(@ the nature of the reclassification;
(b) the amount of each item or class of items that is reclassified; and
(©) the reason for the reclassification.

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

(b) the nature of the adjustments that would have been made if the amounts
had been reclassified.
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43 Enhancing the inter-period comparability of information assists users in making economic
decisions, especially by allowing the assessment of trends in financial information for
predictive purposes. In some circumstances, it is impracticable to reclassify comparative
information for a particular prior period to achieve comparability with the current period.
For example, an entity may not have collected data in the prior period(s) in a way that
allows reclassification, and it may be impracticable to recreate the information.

44 HKAS 8 sets out the adjustments to comparative information required when an entity
changes an accounting policy or corrects an error.

Consistency of presentation

45 An entity shall retain the presentation and classification of items in the financial
statements from one period to the next unless:

€) it is apparent, following a significant change in the nature of theent i t y 6 s
operations or a review of its financial statements, that another presentation
or classification would be more appropriate having regard to the criteria for
the selection and application of accounting policies in HKAS 8; or

(b) an HKFRS requires a change in presentation.

46. For example, a significant acquisition or disposal, or a review of the presentation of the
financial statements, might suggest that the financial statements need to be presented
differently. An entity changes the presentation of its financial statements only if the
changed presentation provides information that is reliable and more relevant to users of
the financial statements and the revised structure is likely to continue, so that
comparability is not impaired. When making such changes in presentation, an entity
reclassifies its comparative information in accordance with paragraphs 41 and 42.

Structure and content

Introduction

a7 This Standard requires particular disclosures in the statement of financial position or of
comprehensive income, in the separate income statement (if presented), or in the
statement of changes in equity and requires disclosure of other line items either in those
statements or in the notes. HKAS 7 Statement of Cash Flows sets out requirements for the
presentation of cash flow information.

48 This Standard sometimes uses the efrcampassingdi scl os
items presented in the financial statements. Disclosures are also required by other
HKFRSs. Unless specified to the contrary elsewhere in this Standard or in another HKFRS,
such disclosures may be made in the financial statements.

Identification of the financial statements

49 An entity shall clearly identify the financial statements and distinguish them from
other information in the same published document.

50 HKFRSs apply only to financial statements, and not necessarily to other information
presented in an annual report, a regulatory filing, or another document. Therefore, it is
important that users can distinguish information that is prepared using HKFRSs from other
information that may be useful to users but is not the subject of those requirements.

51 An entity shall clearly identify each financial statement and the notes. In addition,

an entity shall display the following information prominently, and repeat it when
necessary for the information presented to be understandable:
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(a) the name of the reporting entity or other means of identification, and any
change in that information from the end of the preceding reporting period;

(b) whether the financial statements are of an individual entity or a group of
entities;

(c) the date of the end of the reporting period or the period covered by the set of
financial statements or notes;

(d) the presentation currency, as defined in HKAS 21; and

(e) the level of rounding used in presenting amounts in the financial
statements.

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, the statement of financial position shall include line items that
present the following amounts:

@) property, plant and equipment;

(b) investment property;

(©) intangible assets;

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

(e) investments accounted for using the equity method;

® biological assets;

(@ inventories;

(h) trade and other receivables;

0] 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));
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(n) liabilities and assets for current tax, as defined in HKAS 12 Income Taxes;
(o) 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;

(¢)] minerity-rterestnon-controlling interests, presented within equity; and

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

An entity shall present additional line items, headings and subtotals in the
statement of financial position when such presentation is relevant to an
understanding of the entityés financi al

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:

(®) 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 ent i tfiadcial 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 ofthe ent i t vy
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:

@) 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 661 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:
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(a) no more than twelve months after the reporting period, and
(b) more than twelve months after the reporting period.

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 ci rcul ating as working <capital -tdm
operations. It also highlights assets that are expected to be realized 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:

@) 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;

(©) 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.

om

t ho:

This Standard uscewsr rtehnet 6t eerom idnncd nu caed fitaacialg i bl e,

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 t he entityés

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 within
this—category—are—classified as held for trading in accordance with HKAS 39) and the
current portion of non-current financial assets.
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Current liabilities

An entity shall classify a liability as current when:

(a) it expects to settle the liability in its normal operating cycle;
(b) it holds the liability primarily for the purpose of trading;

(c) the liability is due to be settled within twelve months after the reporting
period; or

(d) the-entityit does not have an unconditional right to defer settlement of the
liability for at least twelve months after the reporting period_(see paragraph
73). Terms of aliability that could, at the option of the counterparty, result in
its settlement by the issue of equity instruments do not affect its
classification.

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

Some current liabilities, such as trade payables and some accruals for employee and

other operating costs, are part of the working capitalusedi n t he enti tyés

cycle. An entity classifies such operating items as current liabilities even if they are due to
be settled more than twelve months after the reporting period. The same normal operating

nor ma

cycle applies to the classificaWhen oboheaentinty

normal operating cycle is not clearly identifiable, it is assumed to be twelve months.

Other current liabilities are not settled as part of the normal operating cycle, but are due for
settlement within twelve months after the reporting period or held primarily for the purpose
of trading. Examples are_some financial liabilities classified as held for trading in
accordance with HKAS 39, bank overdrafts, and the current portion of non-current
financial liabilities, dividends payable, income taxes and other non-trade payables.
Financial liabilities that provide financing on a long-term basis (ie are not part of the
working capital used i n t handarenoiduefd settlement
within twelve months after the reporting period are non-current liabilities, subject to
paragraphs 74 and 75.

An entity classifies its financial liabilities as current when they are due to be settled within
twelve months after the reporting period, even if:

@) the original term was for a period longer than twelve months, and

(b) an agreement to refinance, or to reschedule payments, on a long-term basis is
completed after the reporting period and before the financial statements are
authorised for issue.

If an entity expects, and has the discretion, to refinance or roll over an obligation for at
least twelve months after the reporting period under an existing loan facility, it classifies
the obligation as non-current, even if it would otherwise be due within a shorter period.
However, when refinancing or rolling over the obligation is not at the discretion of the entity
(for example, there is no arrangement for refinancing), the entity does not consider the
potential to refinance the obligation and classifies the obligation as current.

When an entity breaches a provision of a long-term loan arrangement on or before the end
of the reporting period with the effect that the liability becomes payable on demand, it
classifies the liability as current, even if the lender agreed, after the reporting period and
before the authorization of the financial statements for issue, not to demand payment as a
consequence of the breach. An entity classifies the liability as current because, at the end
of the reporting period, it does not have an unconditional right to defer its settlement for at
least twelve months after that date.

* _Effective for annual periods beginning on or after 1 January 2010.
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However, an entity classifies the liability as non-current if the lender agreed by the end of
the reporting period to provide a period of grace ending at least twelve months after the
reporting period, within which the entity can rectify the breach and during which the lender
cannot demand immediate repayment.

In respect of loans classified as current liabilities, if the following events occur between the
end of the reporting period and the date the financial statements are authorised for issue,
those events are disclosed as non-adjusting events in accordance with HKAS 10 Events
after the Reporting Period:

(a) refinancing on a long-term basis;
(b) rectification of a breach of a long-term loan arrangement; and
(c) the granting by the lender of a period of grace to rectify a breach of a long-term

loan arrangement ending at least twelve months after the reporting period.

Information to be presented either in the statement of financial position or in the
notes

An entity shall disclose, either in the statement of financial position or in the notes,
further subclassifications of the line items presented, classified in a manner
appropriate to the entityb6s operations.

The detail provided in subclassifications depends on the requirements of HKFRSs and on
the size, nature and function of the amounts involved. An entity also uses the factors set
out in paragraph 58 to decide the basis of subclassification. The disclosures vary for each
item, for example:

@) items of property, plant and equipment are disaggregated into classes in
accordance with HKAS 16;

(b) receivables are disaggregated into amounts receivable from trade customers,
receivables from related parties, prepayments and other amounts;

(c) inventories are disaggregated, in accordance with HKAS 2 Inventories, into
classifications such as merchandise, production supplies, materials, work in
progress and finished goods;

(d) provisions are disaggregated into provisions for employee benefits and other
items; and
(e) equity capital and reserves are disaggregated into various classes, such as

paid-in capital, share premium and reserves.

An entity shall disclose the following, either in the statement of financial position or
the statement of changes in equity, or in the notes:

(@ for each class of share capital:
0] the number of shares authorised;
(i) the number of shares issued and fully paid, and issued but not fully
paid;

(iii) par value per share, or that the shares have no par value;

(iv) a reconciliation of the number of shares outstanding at the
beginning and at the end of the period;
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(V) the rights, preferences and restrictions attaching to that class
including restrictions on the distribution of dividends and the
repayment of capital;

(vi) shares in the entity held by the entity or by its subsidiaries or
associates; and

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

(b) a description of the nature and purpose of each reserve within equity.

An entity without share capital, such as a partnership or trust, shall disclose
information equivalent to that required by paragraph 79(a), showing changes during
the period in each category of equity interest, and the rights, preferences and
restrictions attaching to each category of equity interest.

If an entity has reclassified

81

82

(a) a puttable financial instrument classified as an equity instrument, or

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

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

Statement of comprehensive income

An entity shall present all items of income and expense recognised in a period:

@) in a single statement of comprehensive income, or

(b) in two statements: a statement displaying components of profit or loss
(separate income statement) and a second statement beginning with profit
or loss and displaying components of other comprehensive income
(statement of comprehensive income).

Information to be presented in the statement of comprehensive income

As a minimum, the statement of comprehensive income shall include line items that
present the following amounts for the period:

(@ revenue;
(b) finance costs;
(©) share of the profit or loss of associates and joint ventures accounted for

using the equity method;

(d) tax expense;
(e) a single amount comprising the total of:
Q) the post-tax profit or loss of discontinued operations and
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(i) the post-tax gain or loss recognised on the measurement to fair
value less costs to sell or on the disposal of the assets or disposal
group(s) constituting the discontinued operation;

® profit or loss;

(9) each component of other comprehensive income classified by nature
(excluding amounts in (h));

(h) share of the other comprehensive income of associates and joint ventures
accounted for using the equity method; and

0] total comprehensive income.

An entity shall disclose the following items in the statement of comprehensive

income as allocations efprefiterltoss-for the period:

(@) profit or loss for the period attributable to:

(1) minofity-interestnon-controlling interests, and

(i) owners of the parent.

(b) total comprehensive income for the period attributable to:

(1) minofity-interestnon-controlling interests, and

(i) owners of the parent.

An entity may present in a separate income statement (see paragraph 81) the line
items in paragraph 82(a)i (f) and the disclosures in paragraph 83(a).

An entity shall present additional line items, headings and subtotals in the
statement of comprehensive income and the separate income statement (if
presented), when such presentation is relevanttoanunder st andi ng
financial performance.

Because the effects of an entitydseventsalifferious

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 of comprehensive income and in the separate income statement (if
presented), 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.

An entity shall not present any items of income or expense as extraordinary items,
in the statement of comprehensive income or the separate income statement (if
presented), or in the notes.

Profit or loss for the period

An entity shall recognise all items of income and expense in a period in profit or
loss unless an HKFRS requires or permits otherwise.
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Some HKFRSs specify circumstances when an entity recognises particular items outside
profit or loss in the current period. HKAS 8 specifies two such circumstances: the
correction of errors and the effect of changes in accounting policies. Other HKFRSs
require or permit components of other comprehensive income that meet the Frameworkd
definition of income or expense to be excluded from profit or loss (see paragraph 7).

Other comprehensive income for the period

An entity shall disclose the amount of income tax relating to each component of
other comprehensive income, including reclassification adjustments, either in the
statement of comprehensive income or in the notes.

An entity may present components of other comprehensive income either:
(@) net of related tax effects, or

(b) before related tax effects with one amount shown for the aggregate amount of
income tax relating to those components.

An entity shall disclose reclassification adjustments relating to components of
other comprehensive income.

Other HKFRSs specify whether and when amounts previously recognised in other
comprehensive income are reclassified to profit or loss. Such reclassifications are referred
to in this Standard as reclassification adjustments. A reclassification adjustment is
included with the related component of other comprehensive income in the period that the
adjustment is reclassified to profit or loss. For example, gains realised on the disposal of
available-for-sale financial assets are included in profit or loss of the current period. These
amounts may have been recognised in other comprehensive income as unrealised gains
in the current or previous periods. Those unrealised gains must be deducted from other
comprehensive income in the period in which the realised gains are reclassified to profit or
loss to avoid including them in total comprehensive income twice.

An entity may present reclassification adjustments in the statement of comprehensive
income or in the notes. An entity presenting reclassification adjustments in the notes
presents the components of other comprehensive income after any related reclassification
adjustments.

Reclassification adjustments arise, for example, on disposal of a foreign operation (see
HKAS 21), on derecognition of available-for-sale financial assets (see HKAS 39) and when
a hedged forecast transaction affects profit or loss (see paragraph 100 of HKAS 39 in
relation to cash flow hedges).

Reclassification adjustments do not arise on changes in revaluation surplus recognised in
accordance with HKAS 16 or HKAS 38 or on actuarial gains and losses on defined benefit
plans recognised in accordance with paragraph 93A of HKAS 19. These components are
recognised in other comprehensive income and are not reclassified to profit or loss in
subsequent periods. Changes in revaluation surplus may be transferred to retained
earnings in subsequent periods as the asset is used or when it is derecognised (see HKAS
16 and HKAS 38). Actuarial gains and losses are reported in retained earnings in the
period that they are recognised as other comprehensive income (see HKAS 19).

Information to be presented in the statement of comprehensive income or in the
notes

When items of income or expense are material, an entity shall disclose their nature
and amount separately.
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98 Circumstances that would give rise to the separate disclosure of items of income and
expense include:

(a) write-downs of inventories to net realisable value or of property, plant and
equipment to recoverable amount, as well as reversals of such write-downs;

(b) restructurings of the activities of an entity and reversals of any provisions for the
costs of restructuring;

(c) disposals of items of property, plant and equipment;
(d) disposals of investments;
(e) discontinued operations;
Q) litigation settlements; and
(9) other reversals of provisions.
99 An entity shall present an analysis of expenses recognised in profit or loss using a

classification based on either their nature or their function within the entity,
whichever provides information that is reliable and more relevant.

100 Entities are encouraged to present the analysis in paragraph 99 in the statement of
comprehensive income or in the separate income statement (if presented).

101 Expenses are subclassified to highlight components of financial performance that may
differ in terms of frequency, potential for gain or loss and predictability. This analysis is
provided in one of two forms.

102 The first form of anal ysi s i s theaggéegates ur e of
expenses within profit or loss according to their nature (for example, depreciation,
purchases of materials, transport costs, employee benefits and advertising costs), and
does not reallocate them among functions within the entity. This method may be simple to
apply because no allocations of expenses to functional classifications are necessary. An
example of a classification using the nature of expense method is as follows:

Revenue X
Other income X

Changes in inventories of finished goods and work
in progress

Raw materials and consumables used
Employee benefits expense

Depreciation and amortisation expense

X X X X X

Other expenses
Total expenses x)

Profit before tax X
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The second form of analysis ioftBsenbt@8andcti on o

classifies expenses according to their function as part of cost of sales or, for example, the
costs of distribution or administrative activities. At a minimum, an entity discloses its cost
of sales under this method separately from other expenses. This method can provide more
relevant information to users than the classification of expenses by nature, but allocating
costs to functions may require arbitrary allocations and involve considerable judgement.
An example of a classification using the function of expense method is as follows:

Revenue X
Cost of sales x)
Gross profit X
Other income X
Distribution costs )
Administrative expenses )
Other expenses )
Profit before tax X

An entity classifying expenses by function shall disclose additional information on
the nature of expenses, including depreciation and amortisation expense and
employee benefits expense.

The choice between the function of expense method and the nature of expense method
depends on historical and industry factors and the nature of the entity. Both methods
provide an indication of those costs that might vary, directly or indirectly, with the level of
sales or production of the entity. Because each method of presentation has merit for
different types of entities, this Standard requires management to select the presentation
that is reliable and more relevant. However, because information on the nature of
expenses is useful in predicting future cash flows, additional disclosure is required when
the functonofex pense <cl assi fication is wused. I
the same meaning as in HKAS 19.

Statement of changes in equity
An entity shall present a statement of changes in equity showing in the statement:
@) total comprehensive income for the period, showing separately the total

amounts attributable to owners of the parent and to minrerity-non-controlling
interests;

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

(€)

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

(i) profit or loss:

(i) each item of other comprehensive income; and
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(iii) transactions with _owners _in_their _capacity as owners, showing
separately contributions by and distributions to owners and
changes in ownership interests in subsidiaries that not result in a
loss of control.

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

108 In paragraph 106, the components of equity include, for example, each class of
contributed equity, the accumulated balance of each class of other comprehensive income
and retained earnings.

109 Changes in an entityés equity be trepogtiagiperibche begi 1
reflect the increase or decrease in its net assets during the period. Except for changes
resulting from transactions with owners in their capacity as owners (such as equity
contributions, reacquisitions o f the entityds own equity instru
transaction costs directly related to such transactions, the overall change in equity during a
period represents the total amount of income and expense, including gains and losses,
generated by the entipdriggbs activities during tha

110 HKAS 8 requires retrospective adjustments to effect changes in accounting policies, to the
extent practicable, except when the transition provisions in another HKFRS require
otherwise. HKAS 8 also requires restatements to correct errors to be made retrospectively,
to the extent practicable. Retrospective adjustments and retrospective restatements are
not changes in equity but they are adjustments to the opening balance of retained
earnings, except when an HKFRS requires retrospective adjustment of another
component of equity. Paragraph 106(b) requires disclosure in the statement of changes in
equity of the total adjustment to each component of equity resulting from changes in
accounting policies and, separately, from corrections of errors. These adjustments are
disclosed for each prior period and the beginning of the period.

Statement of cash flows

111 Cash flow information provides users of financial statements with a basis to assess the
ability of the entity to generate cash and cash equivalents and the needs of the entity to
utilise those cash flows. HKAS 7 sets out requirements for the presentation and disclosure
of cash flow information.

Notes

Structure
112 The notes shall:

(@ present information about the basis of preparation of the financial
statements and the specific accounting policies used in accordance with
paragraphs 1171 124;

(b) disclose the information required by HKFRSs that is not presented
elsewhere in the financial statements; and

(©) provide information that is not presented elsewhere in the financial
statements, but is relevant to an understanding of any of them.

113 An entity shall, as far as practicable, present notes in a systematic manner. An
entity shall cross-reference each item in the statements of financial position and of
comprehensive income, in the separate income statement (if presented), and in the
statements of changes in equity and of cash flows to any related information in the
notes.
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An entity normally presents notes in the following order, to assist users to understand the
financial statements and to compare them with financial statements of other entities:

(a) statement of compliance with HKFRSs (see paragraph 16);
(b) summary of significant accounting policies applied (see paragraph 117);
(c) supporting information for items presented in the statements of financial position

and of comprehensive income, in the separate income statement (if presented),
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) other disclosures, including:

0] contingent liabilities (see HKAS 37) and unrecognised contractual
commitments, and

(ii) non-f i nanci al di scl osures, e rpanageiment
objectives and policies (see HKFRS 7).

In some circumstances, it may be necessary or desirable to vary the order of specific items
within the notes. For example, an entity may combine information on changes in fair value
recognised in profit or loss with information on maturities of financial instruments, although
the former disclosures relate to the statement of comprehensive income or separate
income statement (if presented) and the latter relate to the statement of financial position.
Nevertheless, an entity retains a systematic structure for the notes as far as practicable.

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 significant accounting policies:

@) the measurement basis (or bases) used in preparing the financial
statements, and

(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

entity

statements si gni fi cantly af f ecnan entitg asessniore dhamadng si s . Wi

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.

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 a venturer recognises its interest in a jointly controlled entity using proportionate
consolidation or the equity method (see HKAS 31 Interests in Joint Ventures). 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.
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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. For example,
users would expect an entity subject to income taxes to disclose its accounting policies for
income taxes, including those applicable to deferred tax liabilities and assets. When an
entity has significant foreign operations or transactions in foreign currencies, users would
expect disclosure of accounting policies for the recognition of foreign exchange gains and
losses.

An accounting policy may be significant because of the nature of the entit y 6s oper ati on

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 significant accounting policies or other
notes, the judgements, apart from those involving estimations (see paragraph 125),

that management has made in the process of appl ying the enti

policies and that have the most significant effect on the amounts recognised in the
financial statements.

I n the process of applying the e nmakedvaribiss
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:

€)] 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;

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

(d) whether the substance of the relationship between the entity and a special
purpose entity indicates that the entity controls the special purpose entity.

Some of the disclosures made in accordance with paragraph 122 are required by other
HKFRSs. For example, HKAS 27 requires an entity to disclose the reasons why the

accoun

entityds owner shi p i nconeal, msespectiod ansnvestaethatsoat st i t ut e

a subsidiary even though more than half of its voting or potential voting power is owned
directly or indirectly through subsidiaries. HKAS 40 Investment Property 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.

Sources of estimation uncertainty

An entity shall disclose information about the assumptions it makes about the
future, and other major sources of estimation uncertainty at the end of the reporting
period, that have a significant risk of resulting in a material adjustment to the
carrying amounts of assets and liabilities within the next financial year. In respect of
those assets and liabilities, the notes shall include details of:

€) their nature, and

(b) their carrying amount as at the end of the reporting period.

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, future-oriented
estimates are necessary to measure the recoverable amount of classes of property, plant
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and equipment, the effect of technological obsolescence on inventories, provisions subject
to the future outcome of litigation in progress, and long-term employee beneéfit liabilities
such as pension obligations. These estimates involve assumptions about such items as
the risk adjustment to cash flows or discount rates, future changes in salaries and future
changes in prices affecting other costs.

The assumptions and other sources of estimation uncertainty disclosed in accordance with
paragraph 125 relate to the estimates that require management 6 s most
or complex judgements. As the number of variables and assumptions affecting the
possible future resolution of the uncertainties increases, those judgements become more
subjective and complex, and the potential for a consequential material adjustment to the
carrying amounts of assets and liabilities normally increases accordingly.

The disclosures in paragraph 125 are not required for assets and liabilities with a
significant risk that their carrying amounts might change materially within the next financial
year if, at the end of the reporting period, they are measured at fair value based on
recently observed market prices. Such fair values might change materially within the next
financial year but these changes would not arise from assumptions or other sources of
estimation uncertainty at the end of the reporting period.

An entity presents the disclosures in paragraph 125 in a manner that helps users of
financial statements to understand the judgements that management makes about the
future and about other sources of estimation uncertainty. The nature and extent of the
information provided vary according to the nature of the assumption and other
circumstances. Examples of the types of disclosures an entity makes are:

€) the nature of the assumption or other estimation uncertainty;

(b) the sensitivity of carrying amounts to the methods, assumptions and estimates
underlying their calculation, including the reasons for the sensitivity;

(c) the expected resolution of an uncertainty and the range of reasonably possible
outcomes within the next financial year in respect of the carrying amounts of the
assets and liabilities affected; and

(d) an explanation of changes made to past assumptions concerning those assets
and liabilities, if the uncertainty remains unresolved.

This Standard does not require an entity to disclose budget information or forecasts in
making the disclosures in paragraph 125.

Sometimes it is impracticable to disclose the extent of the possible effects of an
assumption or another source of estimation uncertainty at the end of the reporting period.
In such cases, the entity discloses that it is reasonably possible, on the basis of existing
knowledge, that outcomes within the next financial year that are different from the
assumption could require a material adjustment to the carrying amount of the asset or
liability affected. In all cases, the entity discloses the nature and carrying amount of the
specific asset or liability (or class of assets or liabilities) affected by the assumption.

The disclosures in paragraph 122 of particular judgements that management made in the

di f fi

process of appl yi ng pblicies denott rélateytd the desaosuesioft | n g

sources of estimation uncertainty in paragraph 125.

Other HKFRSs require the disclosure of some of the assumptions that would otherwise be
required in accordance with paragraph 125. For example, HKAS 37 requires disclosure, in
specified circumstances, of major assumptions concerning future events affecting classes
of provisions. HKFRS 7 requires disclosure of significant assumptions the entity uses in
estimating the fair values of financial assets and financial liabilities that are carried at fair
value. HKAS 16 requires disclosure of significant assumptions that the entity uses in
estimating the fair values of revalued items of property, plant and equipment.
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Capital

An entity shall disclose information that enables users of its financial statements to

evaluate the entityds obj ect managing capital. i c i
To comply with paragraph 134, the entity discloses the following:
(a) qualitative information about its objectives, policies and processes for managing
capital, including:
0] a description of what it manages as capital,
(i) when an entity is subject to externally imposed capital requirements, the

nature of those requirements and how those requirements are
incorporated into the management of capital; and

(i) how it is meeting its objectives for managing capital.

(b) summary quantitative data about what it manages as capital. Some entities regard
some financial liabilities (eg some forms of subordinated debt) as part of capital.
Other entities regard capital as excluding some components of equity (eg
components arising from cash flow hedges).

(c) any changes in (a) and (b) from the previous period.

(d) whether during the period it complied with any externally imposed capital
requirements to which it is subject.

(e) when the entity has not complied with such externally imposed capital
requirements, the consequences of such non-compliance.

The entity bases these disclosures on the information provided internally to key
management personnel.

An entity may manage capital in a number of ways and be subject to a number of different
capital requirements. For example, a conglomerate may include entities that undertake
insurance activities and banking activities and those entities may operate in several
jurisdictions. When an aggregate disclosure of capital requirements and how capital is
managed would not provide useful information or distorts a financial st at e men

es

t

and

user 0

understanding of an ent ity 6 shallcdsgoset separate e sour c €

information for each capital requirement to which the entity is subject.

Puttable financial instruments classified as equity

For puttable financial instruments classified as equity instruments, an entity shall

disclose (to the extent not disclosed elsewhere):

(a) summary guantitative data about the amount classified as equity;

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

(c) the expected cash outflow on redemption or repurchase of that class of
financial instruments; and

(d) information _about how the expected cash outflow on redemption or
repurchase was determined.
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Other disclosures

An entity shall disclose in the notes:

(a) the amount of dividends proposed or declared before the financial
statements were authorised for issue but not recognised as a distribution to
owners during the period, and the related amount per share; and

(b) the amount of any cumulative preference dividends not recognised.

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

€) the domicile and legal form of the entity, its country of incorporation and the
address of its registered office (or principal place of business, if different
from the registered office);

(b) a description of t he nature of printgipal

activities;-and
() the name of the parent and the ultimate parent of the group-;_and
(d) if it is a limited life entity, information regarding the length of its life.

Transition and effective date

139

139A

An entity shall apply this Standard for annual periods beginning on or after 1 January 2009.

Earlier application is permitted. If an entity adopts this Standard for an earlier period, it
shall disclose that fact.

HKAS 27 (as amended in 2008) amended paragraph 106. An entity shall apply that

139B

amendment for annual periods beginning or or after 1 July 2009. If an entity applies HKAS
27 (amended 2008) for an earlier period, the amendment shall be applied for that earlier
period. The amendment shall be applied retrospectively.

Puttable Financial Instruments and Obligations Arising on Liquidation (Amendments to

139C

HKAS 32 and HKAS 1), issued in June 2008, amended paragraph 138 and inserted
paragraphs 8A, 80A and 136A. An entity shall apply those amendments for annual periods
beginning on or after 1 January 2009. Earlier application is permitted. If an entity applies
the amendments for an earlier period, it shall disclose that fact and apply the related
amendments to HKAS 32, HKAS 39, HKFRS 7 and HK(IFRIC)-Int 2 Membersé S h a
Co-operative Entities and Similar Instruments at the same time.

Paragraphs 68 and 71 were amended by Improvements to HKFRSs issued in May 2008.

139D

An entity shall apply those amendments for annual periods beginning on or after 1 January
2009. Earlier application is permitted. If an entity applies the amendments for an earlier
period it shall disclose that fact.

Paragraph 69 was amended by Improvements to HKFRSs issued in May 2009. An entity

shall apply that amendment for annual periods beginning on or after 1 January 2010.
Earlier application is permitted. If an entity applies the amendment for an earlier period it
shall disclose that fact.

Withdrawal of HKAS 1 (issued 2004)

140

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

© Copyright 32 HKAS 1 (Juhy-20609January 2010)

entity

es in



PRESENTATION OF FINANCIAL STATEMENTS

Appendix A
Amendments to other pronouncements

The amendments in this appendix shall be applied for annual periods beginning on or after 1
January 2009. If an entity applies this Standard for an earlier period, these amendments shall be
applied for that earlier period. In the amended paragraphs, new text is underlined and deleted text
is struck through.

*k%k

The amendments contained in this appendix when the Standard was received in 2007 have been
incorporated into the relevant pronouncements.
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Appendix B
Comparison with International Accounting Standards

This comparison appendix, which was prepared as at December 2007 and deals only with
significant differences in the standards extant, is produced for information only and does not form
part of the standards in HKAS 1.

The International Accounting Standard comparable with HKAS 1 is IAS 1 Presentation of
Financial Statements.

The following sets out the major textual difference between HKAS 1 and IAS 1 and the reason for
the difference.

Difference Reason for the differences

(i) IAS 1 paras 15-24 vs HKAS 1 paras
15-24

To match with the terms used in the Hong

The terms 'fair presentation' and 'present Kong Companies Ordinance

fairly' used in IAS 1 are replaced by the

terms 'true and fair view' and 'achieve a

true and fair view' in HKAS 1
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Appendix C
Notes on Legal Requirements in Hong Kong

This appendix accompanies, but is not part of, HKAS 1.

The following sets out the legal requirements in Hong Kong that are pertinent to each Hong Kong

Accounting Standards or Hong Kong Financi

Schedul ed belTewtdr Scheduhe to the Companies

1.

HKAS 1 Presentation of Financial Statements

Sections 122 and 123 of the CO requires the directors of a company to prepare a profit
and loss account for each financial year, and a balance sheet as at the last day of that
year. The accounts must give a true and fair view of the profit or loss and of the state of
affairs of the company, and comply with the requirements of the Schedule. Based on
the communication with International Accounting Standards Board, the HKICPA
believes that the term 'true and fair view' and the term 'fair presentation' used in IAS 1,
Presentation of Financial Statements are equivalent terms. Please also refer to
paragraph 46 of the Framework which contains certain references to the two terms.

Sections 124 to 126 of the CO requires, where a company has a subsidiary at the end
of its financial year, the directors of a company to prepare group accounts unless the
company is, at the end of its financial year, a wholly owned subsidiary of another body
corporate. Group accounts, which normally comprise a consolidated balance sheet and
a consolidated profit and loss account, must give a true and fair view of the state of
affairs and profit or loss of the company and its subsidiaries.

Section 129D of the CO requires a direq(
sheet laid before a company in general meeting. The legal requirements with regard
to the content of a directorsd report |
the CO.

Section 122 of the CO requires a comp,
report and auditorsdéd reports to be 1| aid
and the accounts of private companies (other than a private company which is a
member of a group of companies which includes a non-private company) and
companies limited by guarantee, and all other companies to be made up to not more
than 9 and 6 months, respectively, prior to the meeting.

Section 111 of the CO requires that, unless approved by the Registrar of Companies,
no more than 15 months should elapse between the date of one annual general
meeting and the next, and that the first annual general meeting of the company must be
held within 18 months of its incorporation.

In general terms the legal requirements with regard to the form and content of the
accounts are dealt with, inter alia, in Section 122 to 129A and Sections 161 to 161C of
the CO and the Schedule.

HKAS 2 Inventories

Paragraph 12(13) of the Schedule requires the disclosure of the manner in which the
carrying amount of stock in trade or work in progress has been calculated.
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3 HKAS 8 Accounting Policies, Changes in Accounting Estimates and Errors

Paragraph 17(6)* of the Schedule requires disclosure of the following:

"Any material respects in which any items shown in the profit and loss account are
affected i

a. by transactions of a sort not usually undertaken by the company or
otherwise by circumstances of an exceptional or non-recurrent nature; or

b. by any change in the basis of accounting.”

4 HKAS 10 Events After the Reporting Period

Paragraph 9(1)(e) of the Schedule requires the disclosure of the aggregate amount
which is recommended for distribution by way of dividend under a separate heading(s)
in the balance sheet.

Paragraph 13(1)(j) of the Schedule requires the disclosure of the aggregate amount of
the dividend paid and proposed in the profit and loss account.

5 HKAS 11 Construction Contracts

Paragraph 12(13) of the Schedule requires the disclosure of the manner in which the
carrying amount of stock in trade or work in progress has been calculated.

6 HKAS 12 Incomes Taxes

Paragraph 8* of the Schedule requires that if an amount is set aside for the purpose of
its being used to prevent undue fluctuations in charges for taxation, it shall be stated.
Paragraph 12(12)* the Schedule requires that, if such amount has been used during
the financial year for another purpose, the amount thereof and the fact that it has been
so used shall be stated.

Paragraph 12(15) of the Schedule requires disclosure of the basis on which the
amount, if any, set aside for Hong Kong profits tax is computed.

Paragraph 13(1)(c)* of the Schedule requires disclosure of the amount of the charge to
revenue for taxes imposed by the Inland Revenue Ordinance and, if that amount would
have been greater but for relief from double taxation, the amount which it would have
been but for such relief, and the amount of the charge for taxation imposed outside
Hong Kong of profits, income and (so far as charged to revenue) capital gains.

Paragraph 17(3)* of the Schedule requires that the basis on which the charge for Hong
Kong profit tax is computed shall be stated. Particulars are required of any special
circumstances affecting the tax liability for the financial year or succeeding financial
years (paragraph 17(4) of the Schedule).
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7 HKAS 16 Property, Plant and Equipment

Paragraph 4* of the Schedule requires that fixed assets, current assets and assets that
are neither fixed nor current shall be separately identified, and that the method used to
arrive at the amount of fixed assets under each heading should be stated.

Paragraph 5** of the Schedule requires disclosure of the aggregate amount of the cost
or valuation of fixed assets under appropriate headings and of the aggregate amount
provided or written off since the date of acquisition or valuation for depreciation or
diminution in value.

Paragraph 10 of the Schedule requires that where any liability of the company is
secured otherwise than by operation of law on any assets of the company, the fact that
that liability is so secured shall be stated, but it shall not be necessary to specify the
assets on which the liability is secured.

Paragraph 12(4)* of the Schedule requires disclosure of particulars of any charge on
the assets of the company to secure the liabilities of any other person, including, where
practicable, the amount secured.

Paragraph 12(6) of the Schedule requires disclosure of, where practicable, the
aggregate amount or estimated amount, if it is material, of contracts for capital
expenditure, so far as not provided for and the aggregate amount or estimated amount,
if it is material, of capital expenditure authorised by the directors which has not been
contracted for.

Paragraph 12(7)** of the Schedule requires disclosure of the years in which fixed
assets were severally valued and their respective values, and in the case of assets
valued during the financial period:

a. the names of the persons who valued them or particulars of their qualifications
for doing so; and

b. the bases of valuation used by such persons.
Paragraph 12(8)* of the Schedule requires disclosure of the amounts of fixed assets

acquired or disposed of during the year under each heading. Where fixed assets
include land, paragraph 12(9)* requires separate disclosure of the amounts ascribable

to:

a. land in Hong Kong held on long lease (not less than 50 years), medium-term
lease (10 to 50 years) and short lease (under 10 years) respectively; and

b. land outside Hong Kong held freehold, on long lease, medium-term lease and

short lease respectively.

Under paragraph 13(1)(a)** of the Schedule disclosure must be made of the amount
charged to revenue by way of provision for depreciation, renewals or diminution in
value of fixed assets.
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HKAS 17 Leases

Paragraph 13(1)(i)** of the Schedule requires disclosure of the amount, if material,
charged to revenue in respect of sums payable in respect of the hire of plant and
machinery.

HKAS 18 Revenue

Paragraph 13(1)(g)** of the Schedule requires disclosure of the amounts respectively of
income from listed investments and income from unlisted investments.

Paragraph 13(1)(h)* requires disclosure of rents from land and buildings (after
deduction of ground rents, rates and other out-going) if a substantive part of the
companyds revenue for the financial vyea

Paragraph 16 of the Schedule requires disclosure of turnover and the method by which
it is arrived at. Turnover should consist of revenue arising from the principal activities of
the entity and therefore should not usually include those items of revenue and gains
that arise incidentally.

10

HKAS 19 Employee Benefits

The legal requirements as regards the disclosure of directors' emoluments, rights to
acquire shares or debentures and other benefits are dealt with in the section below
concerning HKAS 24 Related Party Disclosures.

Under the Employment Ordinance, an enterprise is required to make long service
payments to its employees upon the termination of their employment or retirement
when the employee fulfils certain conditions and the termination meets the required
circumstances. However, where an employee is simultaneously entitled to a long
service payment and to a retirement scheme payment, the amount of the long service
payment may be reduced by certain benefits arising from the retirement scheme. Based
on the enterprise's past experience and the directors' knowledge of the business and
work force, it is probable that the enterprise will have to make long service payments to
some employees on termination of their employment or retirement. Such long service
payments are accounted for as-"post-employment benefits: defined benefit plans".

Paragraph 30(1) of the Schedule defines "provision" as any amount written off or
retained by way of providing for depreciation, renewals or diminution in value of assets
or any amount retained by way of providing for any known liability of which the amount
cannot be determined with substantial accuracy. The amount provided for certain
employee benefits (e.g. pensions) falls within this definition.

Paragraph 4(1)* of the Schedule requires the classification of provisions under
headings appropriate to the company's business.

Paragraph 6** of the Schedule requires the disclosure of the aggregate amount of
provisions (other than provisions for depreciation, renewals and diminution in value of
assets) under separate headings.

Paragraph 7** of the Schedule requires the disclosure of the source of any increase
and the application of any decrease in each sub-heading of provisions.
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Paragraph 13(1)(f)** of the Schedule requires the disclosure of the amount set aside to
provisions (other than provisions for depreciation, renewals and diminution in value of
assets) or the amount withdrawn from such provisions and not applied for the purposes
of the provisions, if its is material.

Paragraph 12(5)** of the Schedule requires the disclosure of the general nature of any
other contingent liabilities not provided for, and, when practicable, the aggregate
amount or estimated amount of those liabilities, if it is material.

11

HKAS 20 Accounting for Government Grants and Disclosure of Government
Assistance

Paragraph 4* of the Schedule requires that the method used to arrive at the amount of
fixed assets under each heading should be stated.

Paragraph 5** of the Schedule requires disclosure of the aggregate amount of the cost
or valuation of fixed assets under appropriate headings and of the aggregate amount
provided or written off since the date of acquisition or valuation for depreciation or
diminution in value.

Paragraph 12(5)** of the Schedule requires disclosure of the general nature of any
other contingent liabilities not provided for, and, when practicable, the aggregate
amount or estimated amount of those liabilities, if it is material.

12

HKAS 21 The Effects of Changes in Foreign Exchange Rates

Paragraph 12(14)* of the schedule requires disclosure of the basis on which other
currencies have been converted into currency in which the balance sheet is expressed,
where the amount of the assets or liabilities affected is material.

13

HKAS 22 Business Combinations

The legal requirements in Hong Kong with regard to the form and content of group
accounts and other matters relating to subsidiaries of a company are dealt with in the
section below concerning HKAS 27 Consolidated and Separate Financial Statements.

The Schedule contains the following disclosure requirements for goodwill:
a. Balance sheet

Paragraph 9(1)(b) of the Schedule requires the disclosure of the unamortised
balance of goodwill either as a separate item or aggregated with any
unamortised balances on patents and trademarks. This requirement applies
whether the goodwill is carried as a separate balance in the books or can only
be ascertained from contracts or documents.

b. Profit and loss account

The amortisation treatment involves the allocation of cost of purchased goodwiill
over its useful life and can be regarded as depreciation within the meaning of
the Schedule. Therefore the disclosure requirements of paragraph 13(1)(a)** of
that Schedule apply and the amount charged to revenue for amortisation of
goodwill should be disclosed.
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14 HKAS 23 Borrowing Costs

Paragraph 13(1)(b)* of the Schedule requires disclosure of the following:

"the amount of the interest on loans of the following kinds made to the company
(whether on the security of debentures or not), namely, bank loans, overdrafts and
loans which, not being bank loans or overdrafts,

i are repayable otherwise than by instalments and fall due for repayment before
the expiration of the period of 5 years beginning with the day next following the
expiration of the financial year; or

ii. are repayable by instalments the last of which falls due for payment before the
expiration of that period;

and the amount of the interest on loans of other kinds so made (whether on the security
of debentures or not)".

15 HKAS 24 Related Party Disclosures

Section 128 of the CO requires that if at the end of its financial year, a company has
subsidiaries, the following should be disclosed in the accounts:

a. the subsidiary's name;
b. its country of incorporation; and
C. in relation to shares of each class of the subsidiary held by the company, the

identity of the class and the proportion of the nominal value of the issued
shares of that class represented by the shares held.

Section 129 of the CO requires, subject to certain exemption set out in sections 129(3)
to 129(5) that if at the end of its financial year, a company holds more than 20% of any
class of issued shares of another body corporate (not being a subsidiary), or the
shareholding in another body corporate (not being a subsidiary) exceeds 10% of the
total assets of the company, the following should be disclosed:

a. the name of that other body corporate;
b. its country of incorporation; and
C. the identity of the class and the proportion of the nominal value of the issued

shares of that class represented by the shares held.

Section 129A of the CO requires disclosure of the name and country of incorporation of
the body corporate regarded by the directors as being the company's ultimate holding
company.

Section 129D(3)(i) of the CO requires disclosure in the directors' report of the names of
the persons who, at any time during the financial year, were directors of the company.

Section 129D(3)(ia) of the CO requires disclosure in the directors' report of a statement
of the existence and duration of any contract in force during the year for the
management and administration of the whole or any substantial part of the company's
business, together with the name of any director interested therein.

Section 129D(3)(j) of the CO requires disclosure in the directors' report of any interest
of a director in a contract with the company or its subsidiary, holding company or fellow
subsidiary, if, in the opinion of the directors, the contract is significant in relation to the

company's business and the director's interest is material, whether directly or indirectly,
at any time in the year, stating:

© Copyright 40 HKAS 1



PRESENTATION OF FINANCIAL STATEMENTS

the fact that the contract subsists or subsisted;

the names of the parties involved (other than the company);
the name of the director (if not a party);

the nature of the contract; and

the nature of the director's interest.

PoooD

This does not apply to directors' service contracts nor to contracts between the
company and another body corporate where a director's only interest is by virtue of his
being a director of that other body.

Section 129D(3)(k) of the CO requires disclosure in the directors' report of any
directors' rights to acquire shares or debentures, in the company or any other body
corporate, under any arrangement to which the company or its subsidiary, holding
company or fellow subsidiary is a party, explaining the effects of the arrangement and
giving the names of all directors during the year who held shares or debentures
acquired pursuant to the arrangement.

Section 161 of the CO requires disclosure of the following, distinguishing between
emoluments in respect of services as director (of the company or its subsidiary) and
other emoluments:

a. the aggregate amount of directors' emoluments;
b. the aggregate amount of directors' or past directors' pensions; and
C. the aggregate amount of any compensation to directors or past directors in

respect of loss of office, distinguishing between sums paid by or receivable
from the company, its subsidiaries and any other persons.

Section 161B" of the CO requires the accounts to contain certain particulars of every
relevant transaction, being a loan, quasi-loan or credit transaction, entered into by the
company during that financial year or, if made or entered into before it, is outstanding at
any time during that financial year to the following parties:

a director or an officer of the company;

a director of its holding company;

a body corporate controlled by a director of the company; or

persons etc. connected with a director of the company or of its holding
company;

Soo®

Paragraph 9(1)(c) of the Schedule requires disclosure of loans to employees, or to
trustees for employees (including salaried directors), to purchase fully paid shares in
the company or in its holding company.

Paragraph 18(2)* of the CO of the Schedule requires the aggregate amounts of shares
in, and the amounts owing from (and indebtedness to) the company's subsidiaries to be
set out separately from all other assets (and liabilities) of the company.
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Paragraph 18(3)* of the CO requires disclosure of the number, description and amount
of the shares in and debentures of the company held by its subsidiaries or their
nominees except where the subsidiaries or their nominees hold the shares as trustees
and neither the company nor the subsidiaries have any beneficial interest in those
shares.

Paragraph 19(1)* of the CO of the Schedule requires disclosure of the aggregate
amounts owing from and indebtedness to the company's holding companies and fellow
subsidiaries, and the aggregate amount of assets consisting of shares in fellow

subsidiaries.
16 HKAS 27 Consolidated and Separate Financial Statements
Under section 2(4) of the CO, a company shall be deemed to be a subsidiary of another
company, if:
a. that other company:
i. controls the composition of the board of directors of the first mentioned
company; or
ii. controls more than half of the voting power of the first mentioned
company; or
iii. holds more than half of the issued share capital of the first mentioned
company (excluding any part of it which carries no right to participate
beyond a specified amount in a distribution of either profits or capital);
or
b. the first mentioned company is a subsidiary of any company which is that other

company's subsidiary.

For the purposes of defining a subsidiary under section 2(4) of the CO, section 2(5) of
the CO states that the composition of a company's board of directors shall be deemed
to be controlled by another company if that other company by the exercise of some
power exercisable by it, without the consent of any other person, can appoint or remove
all or a majority of the directors, and, for the purposes of this provision, that other
company shall be deemed to have power to make such an appointment if:

a. a person cannot be appointed as a director without the exercise in his favour by
that other company of such a power; or

b. a person's appointment as a director follows necessarily from his being a
director or other officer of that other company.
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The Companies (Amendment) Ordinance 2005 introduced a definition of "parent
undertaking" and "subsidiary undertaking”. A provision to deem a holding company to
include a parent company and a subsidiary to include a subsidiary undertaking was
added in Section 2B. In essence, this enable Hong Kong incorporated companies to
use the definition of subsidiary in HKAS 27 for the purpose of preparing group
accounts. Parent undertaking and subsidiary undertaking are defined in Schedule 23
as follows:

(1) An undertaking is a parent undertaking ("parent undertaking”) in relation to
another undertaking ("subsidiary undertaking") ifd

(@ (i) in the case where both the parent undertaking and the subsidiary
undertaking are bodies corporate, the subsidiary undertaking is a
subsidiary of the parent undertaking by virtue of section 2(4), (5), (6)
and (7) of the CO; or

(i) in any other case, the parent undertakingd
(A) holds a majority of the wvoting rights in the subsidiary
undertaking;

(B) is a member of the subsidiary undertaking and has the right to
appoint or remove a majority of its board of directors; or
© is a member of the subsidiary undertaking and controls alone,

pursuant to an agreement with other shareholders or
members, a majority of the voting rights in the subsidiary
undertaking; or
(b) the parent undertaking has the right to exercise a dominant influence

over the subsidiary undertaking by virtue ofd

® the provisions contained in the subsidiary undertaking's
memorandum or articles or equivalent constitutional
documents; or

(i) a control contract.

(2) For the purposes of subsection (1)(a)(ii), an undertaking shall be treated as a
member of another undertaking (“the relevant undertaking"), ifd

@ any of its subsidiary undertakings is a member of the relevant
undertaking; or

(b) any shares in the relevant undertaking are held by a person acting on
behalf of the first-mentioned undertaking or any of its subsidiary
undertakings.

3 An undertaking shall be treated as the parent undertaking of another
undertaking if a subsidiary undertaking of the first-mentioned undertaking is, or
is to be treated as, the parent undertaking of that other undertaking; and
references to a subsidiary undertaking of the first-mentioned undertaking shall
be construed accordingly.

The obligation to lay group accounts before the members of a holding company in
general meeting is set out in section 124(1) of the CO. In general terms the form and
content of group accounts are dealt with inter alia in sections 125 and 126 of the CO
and in the Schedule.
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Under section 124(2)(a) of the CO group accounts shall not be required where the
holding company is at the end of its financial year the wholly-owned subsidiary of
another body corporate.

Section 124(2)(b) of the Companies Ordinance also allows group accounts (subject to
approval of the Financial Secretary in certain instances) not to deal with a subsidiary if
the company's directors are of the opinion that:

a. it is impracticable, or would be of no real value to members of the company, in
view of the insignificant amount involved, or would involve expense or delay out
of proportion to the value to members of the company; or

b. the result would be misleading, or harmful to the business of the company or
any of its subsidiaries; or

C. the business of the holding company and that of the subsidiary are so different
that they cannot reasonably be treated as a single undertaking.

It should be noted that HKAS 27 takes the view that all subsidiaries should be included

in the consolidated financial statements.

In general, section 125 of the CO requires group accounts to be presented in the form
of consolidated accounts and should comprise a consolidated balance sheet and a
consolidated profit and loss account dealing with the state of affairs and profit or loss of
the company and its subsidiaries. However, section 125 of the CO also accepts that
group accounts may be presented in a form other than a single set of consolidated
accounts under certain conditions. It is generally accepted that consolidated financial
statements are usually the best means of achieving the objective of giving a true and
fair view of the profit or loss and of the state of affairs of the group. It should be noted
that, where subsidiaries are not dealt with in group accounts or are being dealt with in a
form of group accounts other than consolidated financial statements, information may
still be required by law about the results of these subsidiaries and the extent to which
they have been dealt with in the accounts of the holding company (paragraphs 18(4)
and 24 of the Schedule).

Section 127(1) of the of the CO states that a holding company's directors shall secure
that, except where in their opinion there are good reasons against it, the financial year
of each of its subsidiaries shall coincide with the company's own financial year.

Section 126(2) of the CO requires that, if the financial year of a subsidiary is not
co-terminous with that of the holding company, the group accounts shall deal with the
subsidiary's results and state of affairs as of the last financial year ending on or before
the date of the holding company's balance sheet. It also requires the disclosure of the
reasons why the financial year of a subsidiary does not coincide with that of the
holding company.

Paragraph 18(2) and 19(1) of the Schedule require disclosure of the aggregate
amounts of shares in, and the amounts owing from and indebtedness to, the
subsidiaries and fellow subsidiaries.
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Paragraphs 18(4), 18(5) and 24(b) of the Schedule require disclosure of the following
information where group accounts are not submitted:

a. the reasons why subsidiaries are not dealt with in group accounts;

b. the net aggregate amount attributable to the holding company of the profits less
losses of such subsidiaries, dealt with this year and not dealt with, in the
companyds account s, both for:

- the financial years of subsidiaries ending with or during the financial year of
the company; and
- their previous financial years since acquisition; and

C. anymaterial qual i fications in the audit(
disclosing a matter which, in the absence of such disclosure, would have been
referred to in an audit report qualification, to the extent that the matter is not
referredtointheholdng companydés audit report
of view of its members.

Paragraphs 18(6) and 25 of the Schedule requires disclosure of the following
i nformati on where group accounts are ngqg
did not end with that of the company:

a. t he reasons why the <companyo6s dir
financial years should not end with that of the company; and

b. the dates on which the subsidiaries
the company respectively ended or the earliest and latest of those dates.

The Companies (Amendment) Ordinance 2005, in general, redefines the definition of
fi s ub s ifa theapurpode of preparing group accounts to include a subsidiary
undertaking as defined in the new Schedule 23 and includes a true and fair overriding
provision. In essence, this would enable Hong Kong incorporated companies to use
the definition of subsidiary in HKAS 27 for the purpose of preparing group accounts.

17 HKAS 28 Investment in Associates

Section 129 of the Companies Ordinance requires that if at the balance sheet date, a
company holds more than 20% of any class of issued shares of another company, or

the shareholding in another company exceeds 10% of the total assets of the investing
company, the following should be disclosed subject to sections 129(3) to 129(5) of the

CO:

a. the name of that other company;

b. its country of incorporation; and

C. the identity of the class and the proportion of the nominal value of the issued

share of that class represented by the shares held.

In the case of an investee company which is either incorporated outside Hong Kong or
carries on business outside Hong Kong, section 129(3) of the Companies Ordinance
provides that disclosure of the company's name and other particulars need not be
made if in the opinion of the directors and with the concurrence of the Financial
Secretary such disclosure would be harmful.
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Paragraph 9(1)(a)* of the Schedule requires separate disclosure of the aggregate
amounts respectively of listed investments and unlisted investments.

Paragraph 9(3)* of the Schedule requires that the amount of listed investments in the
balance sheet should be analysed into those listed in Hong Kong and those listed
outside Hong Kong.

Paragraph 12(5)* of the Schedule requires disclosure of the general nature of any other
contingent liabilities not provided for and, where practicable, the aggregate amount or
estimated amount of those liabilities, if it is material.

Paragraph 12(6) of the Schedule requires disclosure of, where practicable, the
aggregate amount or estimated amount, if it is material, of contracts for capital
expenditure, so far as not provided for and the aggregate amount or estimated amount,
if it is material, of capital expenditure authorised by the directors which has not been
contracted for.

Paragraph 13(1)(g)** of the Schedule requires disclosure of the amounts respectively
of income from listed investments and income from unlisted investments.

18

HKAS 31 Interests in Joint Ventures

Section 129 of the Companies Ordinance requires that if at the balance sheet date, a
company holds more than 20% of any class of issued shares of another company, or

the shareholding in another company exceeds 10% of the total assets of the investing
company, the following should be disclosed:

a. the name of that other company;
b. its country of incorporation; and
C. the identity of the class and the proportion of the nominal value of the issued

shares of that class represented by the shares held.

In the case of an investee company which is either incorporated outside Hong Kong or
carries on business outside Hong Kong, section 129(3) of the Companies Ordinance
provides that disclosure of a company's name and other particulars need not be made if
in the opinion of the directors and with the concurrence of the Financial Secretary such
disclosure would be harmful.

Paragraph 9(1)(a)* of the Schedule requires separate disclosure of the aggregate
amounts respectively of listed investments and unlisted investments.

Paragraph 9(3)* of the Schedule requires that the amount of listed investments in the
balance sheet should be analysed into those listed in Hong Kong and those listed
outside Hong Kong.

Paragraph 12(5)* of the Schedule requires disclosure of the general nature of any other
contingent liabilities not provided for and, where practicable, the aggregate amount or
estimated amount of those liabilities, if it is material.

Paragraph 12(6) of the Schedule requires disclosure of, where practicable, the
aggregate amount or estimated amount, if it is material, of contracts for capital
expenditure, so far as not provided for and the aggregate amount or estimated amount,
if it is material, of capital expenditure authorised by the directors which has not been
contracted for.

Paragraph 13(1)(g)** of the Schedule requires disclosure of the amounts respectively
of income from listed investments and income from unlisted investments.
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19

HKAS 36 Impairment of Assets

Paragraph 30(1) of the Schedule defines "provision" as any amount written off or
retained by way of providing for depreciation, renewals or diminution in value of assets
or retained by way of providing for any known liability of which the amount cannot be
determined with substantial accuracy. This covers the definition of "impairment loss" in
paragraph 5 of HKAS 36.

Paragraph 4(1)* of the Schedule requires the classification of provisions under
headings appropriate to the company's business.

Paragraph 7** of the Schedule requires the disclosure of the source of any increase
and the application of any decrease in each sub-heading of provisions.

20

HKAS 37 Provisions, Contingent Liabilities And Contingent Assets

Paragraph 30(1) of the Schedule defines "provision" as any amount written off or
retained by way of providing for depreciation, renewals or diminution in value of assets
or any amount retained by way of providing for any known liability of which the amount
cannot be determined with substantial accuracy. This definition is wider in scope than
the definition in HKAS 37.

Paragraph 4(1)¥ of the Schedule requires the classification of provisions under
headings appropriate to the company's business.

Paragraph 6** of the Schedule requires the disclosure of the aggregate amount of
provisions (other than provisions for depreciation, renewals and diminution in value of
assets) under separate headings.

Paragraph 7** of the Schedule requires the disclosure of the source of any increase
and the application of any decrease in each sub-heading of provisions.

Paragraph 13(1)(f)** of the Schedule requires the disclosure of the amount set aside to
provisions (other than provisions for depreciation, renewals and diminution in value of
assets) or the amount withdrawn from such provisions and not applied for the purposes
of the provisions, if it is material.

Paragraph 12(4)* of the Schedule requires the disclosure of particulars of any charge
on the assets of the company to secure the liabilities of any other person, including,
where practicable, the amount secured.

Paragraph 12(5)* of the Schedule requires the disclosure of the general nature of any
other contingent liabilities not provided for, and, when practicable, the aggregate
amount or estimated amount of those liabilities, if it is material.
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21

HKAS 38 Intangible Assets

Paragraph 9(1)(b) of the Schedule requires the disclosure of the unamortised balances
on patents and trademarks either as separate items or aggregated with any
unamortised balance of goodwill. This requirement applies whether the patents and
trademarks are carried as balances in the books or can only be ascertained from
contracts or documents.

The amortisation treatment involves the allocation of the depreciable amount of an
intangible asset over the best estimate of its useful life and can be regarded as
depreciation within the meaning of the Schedule. Therefore, the disclosure
requirements of paragraph 13(1)(a)** of the Schedule apply and the amount charged to
revenue for amortisation of an intangible asset should be disclosed.

22

HKAS 40 Investment Property

Paragraph 5** of the Schedule requires disclosure of the aggregate amount of the cost
or valuation of fixed assets under appropriate headings and of the aggregate amount
provided or written off since the date of acquisition or valuation for depreciation or
diminution in value.

Paragraph 10 of the Schedule requires that where any liability of the company is
secured otherwise than by operation of law on any assets of the company, the fact that
that liability is so secured shall be stated, but it shall not be necessary to specify the
assets on which the liability is secured.

Paragraph 12(4)* of the Schedule requires disclosure of particulars of any charge on
the assets of the company to secure the liabilities of any other person, including, where
practicable, the amount secured.

Paragraph 12(7)** of the Schedule requires disclosure of the years in which fixed
assets were severally valued and their respective values, and in the case of assets
valued during the financial period:

a. the name of the persons who valued them or particulars of their qualifications
for doing so; and

b. the bases of valuation used by such persons.

Paragraph 12(8)** of the Schedule requires disclosure of the aggregate amounts of
fixed assets acquired or disposed of during the year under each heading. Where fixed
assets include land, paragraph 12(9)* requires separate disclosure of the amounts
ascribable to:

a. land in Hong Kong held on long lease, medium-term lease and short lease
respectively; and

b. land outside Hong Kong held freehold, on long lease, medium-term lease and

short lease respectively.

Under paragraph 13(1)(a)** of the Schedule disclosure must be made of the amount
charged to revenue by way of provision for depreciation, renewals or diminution in
value of fixed assets.

Paragraph 13(1)(h)* of the Schedule requires disclosure of rental income from land and
buildings (after deduction of ground rents, rates and other out-goings) if a substantive
part of the companyb6s revenue for the f

© Copyright 48 HKAS 1




PRESENTATION OF FINANCIAL STATEMENTS

23 HKAS 41 Agriculture
Paragraph 12(5)¥ of the Schedule requires disclosure of the general nature of any
other contingent liabilities not provided for, and, when practicable, the aggregate
amount or estimated amount of those liabilities, if it is material.
Paragraph 12(7)** of the Schedule requires disclosure of the years in which fixed
assets were severally valued and their respective values, and in the case of assets
valued during the financial period:
a. the names of the persons who valued them or particulars of their qualifications

for doing so; and

b. the bases of valuation used by such persons.
Under paragraph 13(1)(a)** of the Schedule disclosure must be made of the amount
charged to revenue by way of provision for depreciation, renewals or diminution in
value of fixed assets.

24 HKFRS 7 Financial Instruments: Disclosures

Section 129 of the Companies Ordinance requires that if at the balance sheet date, a
company holds more than 20% of any class of issued shares of another company, or

the shareholding in another company exceeds 10% of the total assets of the investing
company, the following should be disclosed:

a. the name of that other company;
b. its country of incorporation; and
C. the identity of the class and the proportion of the nominal value of the issued

shares of that class represented by the shares held.

Paragraph 4(2)* of the Schedule requires fixed assets, current assets and assets that
are neither fixed nor current to be separately identified.

Paragraph 5** of the Schedule requires that where the directors' valuation of unlisted
investments is not given and such investments are classified as fixed assets, the
following should be stated:

a. cost or valuation as shown in the company's books; and
b. any amount provided or written off for diminution in value.

Paragraph 9(1)(a) of the Schedule requires separate disclosure of the aggregate
amounts respectively of listed investments and unlisted investments.

Paragraph 9(1)(d) requires disclosure of the aggregate amount of banks loans and
overdrafts and the aggregate amount of loans (other than bank loans and overdrafts)
repayable wholly in part more than five years from the balance sheet date.

Paragraph 9(3)* of the Schedule requires that the carrying amounts of listed
investments in the balance sheet should be analysed into those listed in Hong Kong
and those listed outside Hong Kong.

Paragraph 9(4) of the Schedule requires disclosure of the terms of repayments and the
rate of interests for each loan, other than a bank loan or an overdraft, specified in
paragraph 9(1)(d) of the Schedule
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Paragraph 12(10) of the Schedule requires that, if in the opinion of the directors, the
realisable value of any current assets is less than the balance sheet value, a statement
of that fact should be included in the accounts.

Paragraph 12(11)** of the Schedule requires disclosure of the aggregate market value
of listed investments where it differs from the carrying amounts in the balance sheet. If
the aggregate market value is higher than the Stock Exchange value, the Stock
Exchange value should also be disclosed.

Paragraph 13(1)(a)** of the Schedule requires disclosure of the amount charged to
revenue by way of provision for depreciation, renewals or diminution in value of fixed
assets.

Paragraph 13(1)(g)** of the Schedule requires disclosure of the amounts respectively
of income from listed investments and income from unlisted investments.

Notes:
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Appendix D

Amendments resulting from other HKFRSs

The following sets out amendments required for this Standard resulting from other newly issued
HKFRSs that are not yet effective. Once effective, the amendments set out below will be
incorporated into the text of this Standard and this appendix will be deleted. In the amended
paragraphs, new text is underlined and deleted text is struck through.

HKFRS 9 Financial Instruments (issued in November 2009) i
effective for annual periods beginning on or after 1 January 2013

In paragraph 7, the definition of O6o0other comprehens
are amended and paragraph 139E is added as follows:

7

Other comprehensive income comprises items of income and expense
(including reclassification adjustments) that are not recognised in profit or
loss as required or permitted by other HKFRSs.

The components of other comprehensive income include:
(a)

(d) gains and losses enremeasuring-available-for-sale-financial-assets{see
HKAS-39-Financial-instruments:—Recognition-and-Measurement) from
investments in equity instruments measured at fair value through other
comprehensive income in accordance with paragraph 5.4.4 of HKFRS 9
Financial Instruments;

(e) the effective portion of gains and losses on hedging instruments in a
cash flow hedge (see HKAS 39).

68 The operating cycle of an entity ... Current assets also include assets held
primarily for the purpose of trading (examples include some financial assets that
meet the definition of elassified-as held for trading in accerdance-with HKAS 39)
and the current portion of non-current financial assets.

82 As a minimum, the statement of comprehensive income shall include line
items that present the following amounts for the period:

@ revenue;

(aa) gains and losses arising from the derecognition of financial assets
measured at amortised cost;

(b) finance costs;

(c) share of the profit or loss of associates and joint ventures
accounted for using the equity method;

(ca) if a financial asset is reclassified so that it is measured at fair
value, any gain_or loss arising from a difference between the
previous carrying amount and its fair value at the reclassification
date (as defined in HKERS 9);
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(d)

93 Other HKFRSs specify whether and when amounts previously recognised in
other comprehensive income are reclassified to profit or loss. Such
reclassifications are referred to in this Standard as reclassification adjustments. A
reclassification adjustment is included with the related component of other
comprehenswe income in the perlod that the adjustment is reclassmed to proﬂt or
loss.

asset&are—meladed—m—pmﬁt—er—les&ef—the—eement—pened— These amounts may

have been recognised in other comprehensi ve

95 Reclassification adjustments arise, for example, on disposal of a foreign

operation (see HKAS 21)-en-derecognition-ofavailable-for-sale-financial-assets
{see HKAS-39} and when a hedged forecast transaction affects profit or loss (see

paragraph 100 of HKAS 39 in relation to cash flow hedges).
139  HKFRS 9, issued in November 2009, amended t h e definition of

comprehensive incomed6 in paragraph 7 and p
entity shall apply those amendments when it applies HKFRS 9.
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Appendix E

Amendments to HKAS 1 Presentation of Items of Other
Comprehensive Income (issued in July 2011) i effective for
annual periods beginning on or after 1 July 2012

The following sets out amendments required for this Standard resulting from amendments to
HKAS 1 that are not yet effective. Once effective, the amendments set out below will be
incorporated into the text of this Standard and this appendix will be deleted. In the amended
paragraphs shown below, new text is underlined and deleted text is struck through.

A heading and paragraphs IN17i IN19 are added.

Presentation of items of other comprehensive income

IN17 In July 2011 the HKICPA issued Presentation of ltems of Other Comprehensive Income
(Amendments to HKAS 1). The amendments improved the consistency and clarity of the
presentation of items of other comprehensive income (OCI). The amendments also
highlighted the importance on presenting profit or loss and OCI together and with equal
prominence. As explained in paragraph IN13, in 2007 HKAS 1 was amended to require
profit or loss and OCI to be presented together. The amendments issued in July 2011
retained that requirement, but focused on improving how items of OCI are presented.

IN18 The main change resulting from the amendments was a requirement for entities to group
items presented in OCI on the basis of whether they are potentially reclassifiable to profit or
loss subsequently (reclassification adjustments). The amendments did not address which
items are presented in OCI.

IN19 The amendments did not change the option to present items of OCI either before tax or net
of tax. However, if the items are presented before tax then the tax related to each of the
two groups of OCI items (those that might be reclassified and those that will not be
reclassified) must be shown separately.

Paragraph 7 is amended (new text is underlined).

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

Notes contain information in addition to that presented in the statement of financial

position, statement(s) of profit or loss and otherc o mpr ehensi ve i ncome

Paragraph 10 is amended (new text is underlined), paragraph 10A is added and paragraph 12 is
deleted.

10 A complete set of financial statements comprises:

(b) a statement of profit or loss and other comprehensive income for the period;
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An entity may use titles for the statements other than those used in this Standard.
For exampl e, an enti ty may use t he titl e 6st a
instead of O6statement of profit or |l oss and oth

10A  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.

The headings above paragraphs 81 and 82 and paragraph 82 are amended (new text is
underlined and deleted text is struck through) and paragraph 81 is deleted. Paragraphs 81A and
81B, a heading and paragraph 82A are added and paragraphs 83 and 84 are deleted.

Statement of profit or loss and other comprehensive income

81A The statement of profit or loss and other comprehensive income (statement of
comprehensive income) shall present, in addition to the profit or loss and other
comprehensive income sections:
(@) profit or loss;

(b) total other comprehensive income;

(c) comprehensive income for the period, being the total of profit or loss and other
comprehensive income.

If an entity presents a separate statement of profit or loss it does not present the
profit or loss section in the statement presenting comprehensive income.

81B An entity shall present the following items, in addition to the profit or loss and other
comprehensive income sections, as allocation of profit or loss and other
comprehensive income for the period:
(@) profit or loss for the period attributable to:
(i) non-controlling interests, and
(i) owners of the parent.
(b) comprehensive income for the period attributable to:
(i) non-controlling interests, and

(i) owners of the parent.

If an entity presents profit or loss in a separate statement it shall present (a) in that
statement.

Information to be presented in the statement-of comprehensive-

income profit or loss section or the statement of profit or loss
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As—a-minimum In_addition to items required by other HKFRSs, the profit or loss

section or the statement of comprehensive-trcome profit or loss shall include line
items that present the following amounts for the period:

(&) revenue;
(b) finance costs;

(c) share of the profit or loss of associates and joint ventures accounted for using
the equity method;

(d) tax expense;

(e) [deleted] asingle-amountcomprising-thetotalof:

(ea) a single amount for the total of discontinued operations (see HKERS 5).

(f)-(1) [deleted]

Information to be presented in the other comprehensive income
section

The other comprehensive income section shall present line items for amounts of
other comprehensive income in the period, classified by nature (including share of
the other comprehensive income of associates and joint ventures accounted for
using the equity method) and grouped into those that, in accordance with other
HKFRSs:

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

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

Paragraphs 85i 87, 90, 91, 94, 100 and 115 and the heading above paragraph 97 are amended
(new text is underlined and deleted text is struck through) and paragraph 139J is added.

85

An entity shall present additional line items, headings and subtotals in the
statement(s) presenting of profit or loss and other comprehensive income and-the

separate-income-statement{(if presented); when such presentation is relevant to an

understanding of the entityés financi al
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87

90

91

94

100

115

139J
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Because the effects of an entityds various

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 of profit or loss and other comprehensive income
and-in-the-separate-income-statement(if presented); and it amends the descriptions used
and the ordering of items when this is necessary to explain the elements of financial
perfor mance. é

An entity shall not present any items of income or expense as extraordinary items,
in the statement(s) presenting ef profit or loss and other comprehensive income o+

n-the-separate-income-statement-(if presented); or in the notes.

An entity shall disclose the amount of income tax relating to each eemponent item
of other comprehensive income, including reclassification adjustments, either in the
statement of profit or loss and other comprehensive income or in the notes.

An entity may present items eempenents of other comprehensive income either:
(@) net of related tax effects, or

(b) before related tax effects with one amount shown for the aggregate amount of income
tax relating to those items eempenents.

If an entity elects alternative (b), it shall allocate the tax between the items that might be
reclassified subsequently to the profit or loss section and those that will not be reclassified
subsequently to the profit or loss section.

An entity may present reclassification adjustments in the statement(s) of profit or loss and
other comprehensive income or in the notes. An entity presenting reclassification
adjustments in the notes presents the items eemponents of other comprehensive income
after any related reclassification adjustments.

Information to be presented in the statement(s) of profit or loss and
other comprehensive income or in the notes

Entities are encouraged to present the analysis in paragraph 99 in the statement(s)
presenting ef profit or loss and other comprehensive income erin-the-separate-income
statement{(ipresented).

In some circumstances, it may be necessary or desirable to vary the order of specific items
within the notes. For example, an entity may combine information on changes in fair value
recognised in profit or loss with information on maturities of financial instruments, although
the former disclosures relate to the statement(s) presenting of profit or loss and other
comprehensive income erseparate-income-statement{(if presented) and the latter relate to
the statement of financial position. Nevertheless, an entity retains a systematic structure
for the notes as far as practicable.

Presentation of Items of Other Comprehensive Income (Amendments to HKAS 1), issued
in July 2011, amended paragraphs 7, 10, 82, 85i 87, 90, 91, 94, 100 and 115, added
paragraphs 10A, 81A, 81B and 82A, and deleted paragraphs 12, 81, 83 and 84. An entity
shall apply those amendments for annual periods beginning on or after 1 July 2012.
Earlier application is permitted. If an entity applies the amendments for an earlier period it
shall disclose that fact.
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Amendments to other HKFRSs

This appendix sets out the amendments to other HKFRSs that are a consequence of issuing the
amendments to HKAS 1 Presentation of Financial Statements. Amended paragraphs are shown
with new text underlined and deleted text struck through. An entity shall apply the amendments
when it applies the amendments to HKAS 1 in Presentation of Items of Other Comprehensive
Income.

HKFRS 1 First-time Adoption of Hong Kong Financial Reporting
Standards

Paragraph 21 is amended and paragraph 39K is added.

21

39K

To comply with HKA'S 1, a n eHKRERIS fimantial stdtemensstshall include at least
three statements of financial position, two statements of profit or loss and other
comprehensive income, two separate inceme-statements of profit or loss (if presented), two
statements of cash flows and two statements of changes in equity and related notes,
including comparative information.

Presentation of Items of Other Comprehensive Income (Amendments to HKAS 1), issued
in July 2011, amended paragraph 21. An entity shall apply that amendment when it
applies HKAS 1 as amended in July 2011.

HKFRS 5 Non-current Assets Held for Sale and Discontinued
Operations

Paragraph 33A is amended and paragraph 44l is added.

33A

44|

If an entity presents the eemponents items of profit or loss in a separate income statement
as described in paragraph 8% 10A of HKAS 1 (as revised amended in 201167), a section
identified as relating to discontinued operations is presented in that separate statement.

Presentation of Items of Other Comprehensive Income (Amendments to HKAS 1), issued
in July 2011, amended paragraph 33A. An entity shall apply that amendment when it
applies HKAS 1 as amended in July 2011.

HKFRS 7 Financial Instruments: Disclosures

‘ Paragraph 27B is amended and paragraph 44Q is added.

27B

For fair value measurements recognised in the statement of financial position an entity shall
disclose for each class of financial instruments:
é

(c) forfair value measurements in Level 3 of the fair value hierarchy, a reconciliation from
the beginning balances to the ending balances, disclosing separately changes during
the period attributable to the following:
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(i) total gains or losses for the period recognised in profit or loss, and a description of
where they are presented in the statement(s) of profit or loss and other

comprehensive income erthe-separate-income-statement-(i-presented);

é

(d) the amount of total gains or losses for the period in (c)(i) above included in profit or
loss that are attributable to gains or losses relating to those assets and liabilities held
at the end of the reporting period and a description of where those gains or losses are
presented in the statement(s) of profit or loss and other comprehensive income erthe

44Q  Presentation of Items of Other Comprehensive Income (Amendments to HKAS 1), issued
in July 2011, amended paragraph 27B. An entity shall apply that amendment when it
applies HKAS 1 as amended in July 2011.

HKAS 12 Income Taxes

Paragraph 77 is amended, paragraph 77A is deleted and paragraph 98B is added.

77 The tax expense (income) related to profit or loss from ordinary activities shall be
presented as part of profit or loss in the statement(s) of profit or loss and other
comprehensive income.

98B Presentation of Items of Other Comprehensive Income (Amendments to HKAS 1), issued
in July 2011, amended paragraph 77 and deleted paragraph 77A. An entity shall apply
those amendments when it applies HKAS 1 as amended in July 2011.

HKAS 20 Accounting for Government Grants and Disclosure of
Government Assistance

I n the rubrii4,3080pasr aagmeanpdhesd it ®6 6 paPagragplaphl
paragraph 29A is deleted and paragraph 46 is added.

29 Grants related to income are semetimes presented as a—creditin-—thestatementof

comprehensive-ircome part of profit or loss, either separately or under a general heading
such as 60Ot her i nc o mnmeedéducted ih temonting éhé relatesl expenset hey ar

46 Presentation of Items of Other Comprehensive Income (Amendments to HKAS 1), issued
in July 2011, amended paragraph 29 and deleted paragraph 29A. An entity shall apply
those amendments when it applies HKAS 1 as amended in July 2011.

HKAS 21 The Effects of Changes in Foreign Exchange Rates

Paragraphs IN14 and 39 are amended and paragraph 60H is added.

IN14 The Standard requires comparative amounts to be translated as follows:

(@) for an entity whose functional currency is not the currency of a hyperinflationary
economy:

é
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(i) income and expenses in each statement of presenting profit or loss and other

comprehensive income er-separate-income-statement-presented are translated

atexchangeratesatthedat es of the transactions
transl|l ated at | ast yearo6s actual or

7

e

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

é

(b) income and expenses for each statement of presenting profit or loss and other

comprehensive income erseparate-income-statement presented (ie including
comparatives) shall be translated at exchange rates at the dates of the

transactions; and

(c) é

Presentation of Items of Other Comprehensive Income (Amendments to HKAS 1), issued
in July 2011, amended paragraph 39. An entity shall apply that amendment when it
applies HKAS 1 as amended in July 2011.

HKAS 32 Financial Instruments: Presentation

Paragraph 40 is amended and paragraph 97K is added.

40

97K

Dividends classified as an expense may be presented in the statement(s) of profit or loss

and other comprehensive income er-separate-income-statement-(ifpresented) either with
interest on other liabilities or as a separate item. In addition to the requirements of this
Standard, disclosure of interest and dividends is subject to the requirements of HKAS 1 and
HKFRS 7. In some circumstances, because of the differences between interest and
dividends with respect to matters such as tax deductibility, it is desirable to disclose them
separately in the statement(s) of profit or loss and other comprehensive income erseparate

income-statement-(if presented). Disclosures of the tax effects are made in accordance
with HKAS 12.

Presentation of Items of Other Comprehensive Income (Amendments to HKAS 1), issued
in July 2011, amended paragraph 40. An entity shall apply that amendment when it
applies HKAS 1 as amended in July 2011.

HKAS 33 Earnings per Share

Paragraphs 4A, 67A, 68A and 73A are amended and paragraph 74D is added.

4A

67A

If an entity presents the-compenents items of profit or loss in a separate inceme
statement as described in paragraph 8% 10A of HKAS 1 Presentation of Financial
Statements (as revised amended in 201167), it presents earnings per share only in
that separate statement.

If an entity presents the-cemponents items of profit or loss in a separate ineeme statement
as described in paragraph 82 10A of HKAS 1 (as revised amended in 201167), it presents
basic and diluted earnings per share, as required in paragraphs 66 and 67, in that separate
statement.
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If an entity presents the-cempenents items of profit or loss in a separate ireeme statement
as described in paragraph 81 10A of HKAS 1 (as revised amended in 20116%), it presents
basic and diluted earnings per share for the discontinued operation, as required in
paragraph 68, in that separate statement or in the notes.

Paragraph 73 applies also to an entity that discloses, in addition to basic and diluted
earnings per share, amounts per share using a reported eempenent item of the
profit or loss

fasrevised-hr2004), other than one requrred by this Standard

Presentation of ltems of Other Comprehensive Income (Amendments to HKAS 1), issued
in July 2011, amended paragraphs 4A, 67A, 68A and 73A. An entity shall apply those
amendments when it applies HKAS 1 as amended in July 2011.

HKAS 34 Interim Financial Reporting

I n

the rubriid9épasagmaepldediibd.6paPagrgphphs

20 are amended and paragraph 51 is added.

INS

8A

11A

20

The minimum content of an interim financial report is a condensed statement of financial
position, a condensed statement or statements of profit or loss and other comprehensive
income, a condensed statement of cash flows, a condensed statement of changes in
equity, and selected explanatory notes. If an entity presents the eempenents items of
profit or loss in a separate irceme statement as described in paragraph 8% 10A of HKAS 1
Presentation of Financial Statements (as revised amended in 20116%), it presents interim
condensed information from that separate statement.

An interim financial report shall include, at a minimum, the following components:
é

(b) a condensed statement or condensed statements of profit or loss and other

comprehensive incomepresented-as-either;

If an entity presents the-components items of profit or loss in a separate inceme
statement as described in paragraph 8% 10A of HKAS 1 (as revised amended in
20110%), it presents interim condensed information from that separate statement.

If an entity presents the-components items of profit or loss in a separate income
statement as described in paragraph 8% 10A of HKAS 1 (as revised amended in
20110%), it presents basic and diluted earnings per share in that separate statement.

Interim reports shall include interim financial statements (condensed or complete)
for periods as follows:

e
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(b) statements of profit or loss and other comprehensive income for the current

interim period and cumulatively for the current financial year to date, with
comparative statements of profit or loss and other comprehensive income for
the comparable interim periods (current and year-to-date) of the immediately
preceding financial year. As permitted by HKAS 1 (as rewised amended in
201106%), an interim report may present for each period either a single statement
or statements of profit or loss and other comprehensive income..—era

51 Presentation of Items of Other Comprehensive Income (Amendments to HKAS 1), issued
in July 2011, amended paragraphs 8, 8A, 11A and 20. An entity shall apply those
amendments when it applies HKAS 1 as amended in July 2011.
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BASIS FOR CONCLUSIONS ON

HKAS 1 PRESENTATION OF FINANCIAL STATEMENTS

This Basis for Conclusions accompanies, but is not part of, HKAS 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 agre e d
Basis for Conclusions on IAS 1. Accordingly, there are no significant differences between HKAS 1

reproduc

wi t h

andIAS1. The | ASBds Basis for Conclusions i s
1 referred to below generally correspond with those in HKAS 1.
CONTENTS
paragraphs
BASIS FOR CONCLUSIONS ON
IAS 1 PRESENTATION OF FINANCIAL STATEMENTS
INTRODUCTION BC1iBC10
The Improvements projectd revision of IAS 1 (2003) BC2iBC4
Amendment to IAS 16 Capital Disclosures (2005) BC5i BC6
Amendment to IAS 32 and IAS 18 Puttable Financial Instruments and
Obligations Arising on Liquidation (2008) BC6A
Financial statement presentationd Joint project BC7iBC10
DEFINITIONS BC11i BC13
General purpose financial statements BC11iBC13
FINANCIAL STATEMENTS BC14i BC38
Complete set of financial statements BC14i BC22
Titles of financial statements BC14i BC21
Equal prominence BC22
Departures from IFRSs BC23i BC30
Comparative information BC31iBC36
A statement of financial position as at the beginning of the earliest
comparative period BC31i BC32
IAS 34 Interim Financial Reporting BC33
Criterion for exemption from requirements BC34i BC36
Reporting owner and non-owner changes in equity BC37iBC38
STATEMENT OF FINANCIAL POSITION BC3938Ai BC48
Current assets and current liabilities BC38A-BC38I
Effect of events after the reporting period
on the classification of liabilities BC39i BC48
STATEMENT OF COMPREHENSIVE INCOME BC49i BC73
Reporting comprehensive income BC49i BC54
Results of operating activities BC55i BC56
Subtotal for profit or loss BC57i BC58
Minority interest BC59

© Copyright 53

HKAS 1 BC_(January 2010)

t

he

AS



PRESENTATION OF FINANCIAL STATEMENTS

Extraordinary items

Other comprehensive incomed related tax effects
Reclassification adjustments

STATEMENT OF CHANGES IN EQUITY

Effects of retrospective application or retrospective restatement
Presentation of dividends

STATEMENT OF CASH FLOWS

IAS 7 Cash Flow Statements

NOTES

Disclosure of the judgements that management has made in
the processof applying the entityds acc

Disclosure of major sources of estimation uncertainty
Disclosures about capital

Objectives, policies and processes for managing capital
Externally imposed capital requirements

Internal capital targets

Puttable financial instruments and obligations arising on liquidation

BC60i BC64
BC65i BC68
BC69i BC73
BC74i BC75
BC74

BC75

BC76

BC76

BC771 BC104

BC771BC78
BC79i BC84
BC85i BC89
BC90i BC91
BC92i BC97
BC98i BC100
BC100A-BC100B

Presentation of measures per share
TRANSITION AND EFFECTIVE DATE
DIFFERENCES FROM SFAS 130
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Basis for Conclusions on
IAS 1 Presentation of Financial Statements
The International Accounting Standards Board revised IAS 1 Presentation of Financial Statements

in 2007 as part of its project on financial statement presentation. ltwasnottheBoar ddés i ntenti o
reconsider as part of that project all the requirements in IAS 1.

For convenience, the Board has incorporated into this Basis for Conclusions relevant material from
the Basis for Conclusions on the revision of IAS 1 in 2003 and its amendment in 2005. Paragraphs
have been renumbered and reorganised as necessary to reflect the new structure of the Standard.

Introduction

BC1 The International Accounting Standards Committee (IASC) issued the first version of IAS 1
Disclosure of Accounting Policies in 1975. It was reformatted in 1994 and superseded in
1997 by IAS 1 Presentation of Financial Statements.* In 2003 the International Accounting
Standards Board revised IAS 1 as part of the Improvements project and in 2005 the Board
amended it as a consequence of issuing IFRS 7 Financial Instruments: Disclosures. In
2007 the Board revised IAS 1 again as part of its project on financial statement
presentation. This Basis for Conclusions summarisess t he Boar dds consi der ¢
reaching its conclusions on revising IAS 1 in 2003, on amending it in 2005 and revising itin
2007. It includes reasons for accepting some approaches and rejecting others. Individual
Board members gave greater weight to some factors than to others.

The Improvements projectd revision of IAS 1 (2003)

BC2 In July 2001 the Board announced that, as part of its initial agenda of technical projects, it
would undertake a project to improve a number of standards, including IAS 1. The project
was undertaken in the light of queries and criticisms raised in relation to the standards by
securities regulators, professional accountants and other interested parties. The
objectives of the Improvements project were to reduce or eliminate alternatives,
redundancies and conflicts within standards, to deal with some convergence issues and to
make other i mpr ov e mtentidnsvas nol to eecoBsmer thel farslamental
approach to the presentation of financial statements established by IAS 1 in 1997.

BC3 In May 2002 the Board published an exposure draft of proposed Improvements to
International Accounting Standards, which contained proposals to revise IAS 1. The Board
received more than 160 comment letters. After considering the responses the Board
issued in 2003 a revised version of IAS 1 . I'n its revision the Boardi

@) to provide a framework within which an entity assesses how to present fairly the
effects of transactions and other events, and assesses whether the result of
complying with a requirement in an IFRS would be so misleading that it would not
give a fair presentation;

(b) to base the criteria for classifying liabilities as current or non-current solely on the
conditions existing at the balance sheet date;

(c) to prohibit the presentation of items of income and expense as 6 extraor di nar
it emso;
(d) to specify disclosures about the judgements that management has made in the

process of applying t he aparframtthofesnvolviogc ount i n¢
estimations, and that have the most significant effect on the amounts recognised
in the financial statements; and

* |ASC did not publish a Basis for Conclusions.
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(e) to specify disclosures about sources of estimation uncertainty at the balance
sheet date that have a significant risk of causing a material adjustment to the
carrying amounts of assets and liabilities within the next financial year.

BC4 The foll owing sections summari se itskhoncluBBomar do6s cc
as part of its Improvements project in 2003:

(a) departures from IFRSs (paragraphs BC23i BC30)
(b) criterion for exemption from requirements (paragraphs BC341 BC36)

(c) effect of events after the reporting period on the classification of liabilities
(paragraphs BC39i1 BC48)

(d) results of operating activities (paragraphs BC55 and BC56)
(e) minority interest (paragraph BC59)*
® extraordinary items (paragraphs BC60i BC64)

(9) disclosure of the judgements management has made in the process of applying
the entityd6s accounti ngndBO/B)i ci es (paragraph:

(h) disclosure of major sources of estimation uncertainty (paragraphs BC791 BC84).
Amendment to IAS 10 Capital Disclosures (2005)

BC5 In August 2005 the Board issued an Amendment to IAS 10 Capital Disclosures. The
amendment added to IAS 1 requirements for disclosure of:

@) t he ent ity pdliciemand peocessesvfae managing capital.
(b) quantitative data about what the entity regards as capital.

(c) whether the entity has complied with any capital requirements; and if it has not
complied, the consequences of such non-compliance.

BC6 The foll owing sections summari se itskoncluBlomar dbds c «
as part of its amendment to IAS 1 in 2005:

@) disclosures about capital (paragraphs BC85i BC89)

(b) objectives, policies and processes for managing capital (paragraphs BC90 and
BC91)

(c) externally imposed capital requirements (paragraphs BC92i BC97)

(d) internal capital targets (paragraphs BC98i1 BC100).

Amendments to IAS 32 and IAS 18 Puttable Financial Instruments and
Obligations Arising on Liguidation (2008)

BC6A In July 2006 the Board published an exposure draft of proposed amendments to IAS
32 and IAS 1 relating to the classification of puttable instruments and instruments
with obligations arising only on liquidation. The Board subsequently confirmed the
proposals and in February 2008 issued an amendment that now forms part of IAS 1.

* InJanuary 2008 the IASB issued an amended IAS 27 Consolidated and Separate Financial Statements, which amended
dninority interestéto don-controlling interestsd
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Financial statement presentationd Joint project

BC7 In September 2001 the Board added to its agenda the performance reporting project (in
March 2006 renamed entpe eGfeintartdioanl psgtogteeem 6) . Th
project was to enhance the usefulness of information presented in the income statement.
The Board developed a possible new model for reporting income and expenses and
conducted preliminary testing. Similarly, in the United States, the Financial Accounting
Standards Board (FASB) added a project on performance reporting to its agenda in
October 2001, developed its model and conducted preliminary testing. Constituents raised
concerns about both models and about the fact that they were different.

BC8 In April 2004 the Board and the FASB decided to work on financial statement presentation
as a joint project. They agreed that the project should address presentation and display
not only in the income statement, but also in the other statements that, together with the
income statement, would constitute a complete set of financial statementsd the balance
sheet, the statement of changes in equity, and the cash flow statement. The Board
decided to approach the project in two phases. Phase A would address the statements
that constitute a complete set of financial statements and the periods for which they are
required to be presented. Phase B would be undertaken jointly with the FASB and would
address more fundamental issues relating to presentation and display of information in the
financial statements, including:

€) consistent principles for aggregating information in each financial statement.
(b) the totals and subtotals that should be reported in each financial statement.
(c) whether components of other comprehensive income should be reclassified to

profit or loss and, if so, the characteristics of the transactions and events that
should be reclassified and when reclassification should be made.

(d) whether the direct or the indirect method of presenting operating cash flows
provides more useful information.

BC9 In March 2006, as a result of its work in phase A, the Board published an exposure draft of
proposed amendments to IAS 18 A Revised Presentation. The Board received more than
130 comment letters. The exposure draft proposed amendments that affected the
presentation of owner changes in equity and the presentation of comprehensive income,
but did not propose to change the recognition, measurement or disclosure of specific
transactions and other events required by other IFRSs. It also proposed to bring IAS 1
largely into line with the US standardd SFAS 130 Reporting Comprehensive Income. After
considering the responses to the exposure draft the Board issued a revised version of IAS
1. The FASB decided to consider phases A and B issues together, and therefore did not
publish an exposure draft on phase A.

BC10 The foll owing sections summari se itskoncluBlomar dbés c «
as part of its revision in 2007:

(@ general purpose financial statements (paragraphs BC11i BC13)
(b) titles of financial statements (paragraphs BC14i BC21)
(c) equal prominence (paragraph BC22)

(d) a statement of financial position as at the beginning of the earliest comparative
period (paragraphs BC31 and BC32)

(e) IAS 34 Interim Financial Reporting (paragraph BC33)

Q) reporting owner and non-owner changes in equity (paragraphs BC37 and BC38)

© Copyright 57 HKAS 1 BC



PRESENTATION OF FINANCIAL STATEMENTS

(9) reporting comprehensive income (paragraphs BC49i BC54)

(h) subtotal for profit or loss (paragraphs BC57 and BC58)

0] other comprehensive income-related tax effects (paragraphs BC65i BC68)

)] reclassification adjustments (paragraphs BC69i BC73)

(K) effects of retrospective application or retrospective restatement (paragraph BC74)
0] presentation of dividends (paragraph BC75)

(m) IAS 7 Cash Flow Statements (paragraph BC76)
(n) presentation of measures per share (paragraphs BC101i BC104)
(0) effective date and transition (paragraph BC105)

(p) differences from SFAS 130 (paragraph BC106).

Definitions

BC11

BC12

BC13

General purpose financial statements (paragraph 7)

The exposure draft of 2006 proposed a change to the explanatory paragraph of what

6gener al purpose f i nanc ordel to prodade eammeone tgenéric i

definition of a set of financial statements. Paragraph 7 of the exposure draft stated:

General purpose financial statements include those that are presented separately or within
other public documents such as a regulatory filing or report to shareholders. [emphasis
added]

Respondents expressed concern about the proposed change. They argued that it could be
understood as defining as general purpose financial statements any financial statement or
set of financial statements filed with a regulator and could capture documents other than
annual reports and prospectuses. They saw this change as expanding the scope of IAS 1
to documents that previously would not have contained all of the disclosures required by
IAS 1. Respondents pointed out that the change would particularly affect some entities
(such as small private companies and subsidiaries of public companies with no external
users of financial reports) that are required by law to place their financial statements on a
public file.

The Board acknowledged that in some countries the law requires entities, whether public
or private, to report to regulatory authorities and include information in those reports that
could be beyond the scope of IAS 1. Because the Board did not intend to extend the
definition of general purpose financial statements, it decided to eliminate the explanatory

ncl

ude

paragraph of what 6gener al pur postaning hanci al :

definition of O0gener al purpose financi al
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Financial statements

BC14

BC15

BC16

BC17

BC18

BC19

BC20

Complete set of financial statements
Titles of financial statements (paragraph 10)

The exposure draft of 2006 proposed changes to the titles of some of the financial
statementsd f r om O bal ance sheet 6 tmosdstiatmdmeinfc oonfe f
statementd to O6stat erhamtm ®fcapthoffiltoworstlad £sne nd
cash fl owsd. elxnpoasdudiet idorna,f tt hper oposed a Ostat eme
and e x @madrhateldowner changes in equity should beincluded i n a oftst at e me
changes in equityd. The Board di dchanges of pr opose
nomenclature mandatory.

Many respondents opposed the proposed changes, pointing out that the existing titles had
a long tradition and were well understood. However, the Board reaffirmed its view that the
proposed new titles better reflect the function of each financial statement, and pointed out
that an entity could choose to use other titles in its financial report.

The Board reaffrmeditsconcl usi on that the tpbkéetbdbehat emeént
better reflects the function of the statement but is consistent with the Framework for the

Preparation and Presentation of Financial Statements, which contains several references

t o ocfiianl a np Basagraph b2rofithe Framework states that the objective of financial

statements is to provide information about the financial position, performance and

changes in financial position of an entity; paragraph 19 of the Framework states that

information about financial positionispr i mari |y provided in a balanc
view, thetite6 bal ance sheetd simply reflectsdebiisat doub
to equal credits. It does not identify the content or purpose of the statement. The Board

al so noted that of i-knewn and acteptgddesm, asiit bas ldeeniused a we | |
in auditorn«d eomiani omal |y for more than 20 year.
sheet 6 presents. T he Bo asrtda tdeentei nditbGtls carttbindtahdea | i gni n
the opinion rendered by the auditor would help the users of financial statements.

As to the other statements, respondents suggested that renaming the balance sheet the
6statement of findrmaitalt fipgooghictaisdant ée niemmptldi eadnd t he

recognised incomenatndalesx@ensetbedto an entityds
Board observedthatal t hough the | atter statements refl ect
position, neithercanbec al | ed a 6ést atementpodsi tciham@esas nt Hii

not depict their true function and objective (ie to present cash flows and performance,

respectively). TheBoardac k nowl edged that the titles 6éi ncome
proftor | ossd® are similar in meaning cdeaddtdtcoul d be
retain the title O6income stusethement d as this is
The title of the proposed new st ancommandt |, t he

expensed,a mhefolaedetrs content thdmrtementf 6r m@hedish a
encompasses both income and expenses recognised in profit or loss and income and
expenses recognised outside profit or loss.

Many respondents opposed t hsedincomée bnel e¥penasedent
objecting particul arl y t oTheBoardaclkh@vledgéd thaththe t er m 6
term 6recogni sedo descubk tthe cantest of othex prionaryesthtenhents

as 0 r e c oexplaingdi io pagagraph 82 of the Framework, i s 6t he proces
incorporating in the balance sheet or income statement an item that meets the definition of

an element and satisfies the criteria forr ecogni ti on set out in par
respondents suggestedthet er m O0st at pmemensef veomncomed i nst ec

In response to respondentsd concemBoasgldeided t o con
to rename t he new stateommritehandistvat e memtme & f
6comprehensi ve i ndnotheé&m@mewsk batcusedirelAS Intediscribe

the change in equity of an entity during a period from transactions, events and
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circumstances other than those resulting from transactions with owners in their capacity as

owner s. Al t hough the term dtedessbe théhaggrepatevoE | n c 0 me
all components of comprehensive income, including pr of i t or |l oss, t he
comprehensi ve i nc onedéexpenset that sndet IBRSs arecireioded in

comprehensive income but excluded from profit or loss.

BC21 In finalising its revision, the Board confirmed that the titles of financial statements used in
this Standard would not be mandatory. The titles will be used in future IFRSs but are not
required to be used by entities in their financial statements. Some respondents to the
exposure draft expressed concern that non-mandatory titles will result in confusion.
However, the Board believes that making use of the titles non-mandatory will allow time for
entities to implement changes gradually as the new titles become more familiar.

Equal prominence (paragraphs 11 and 12)

BC22 The Board noted that the financial performance of an entity is not assessed by reference
to a single financial statement or a single measure within a financial statement. The Board
believes that the financial performance of an entity can be assessed only after all aspects
of the financial statements are taken into account and understood in their entirety.
Accordingly, the Board decided that in order to help users of the financial statements to
understand the financial performance of an entity comprehensively, all financial
statements within the complete set of financial statements should be presented with equal
prominence.

Departures from IFRSs (paragraphs 191 24)

BC23 IAS 1 (asissued in 1997) permitted an entity to depart from arequirementi n a St andar d ¢
the extremely rare circumstances when management concludes that compliance with a
requirement in a Standard would be misleading, and therefore that departure from a
requirementisnecessary to achieve a fair pmageghdd.t ati onod
When such a departure occurred, paragraph 18 (now paragraph 20) required extensive
disclosure of the facts and circumstances surrounding the departure and the treatment
adopted.

BC24 The Board decided to clarify in paragraph 15 of the Standard that for financial statements
to present fairly the financial position, financial performance and cash flows of an entity,
they must represent faithfully the effects of transactions and other events in accordance
with the definitions and recognition criteria for assets, liabilities, income and expenses set
out in the Framework.

BC25 The Board decided to limit the occasions on which an entity should depart from a
requirement in an IFRS to the extremely rare circumstances in which management
concludes that compliance with the requirement would be so misleading that it would
conflict with the objective of financial statements set out in the Framework. Guidance on
this criterion states that an item of information would conflict with the objective of financial
statements when it does not represent faithfully the transactions, other events or
conditions that it either purports to represent or could reasonably be expected to represent
and, consequently, it would be likely to influence economic decisions made by users of
financial statements.

BC26 These amendments provide a framework within which an entity assesses how to present
fairly the effects of transactions, other events and conditions, and whether the result of
complying with a requirement in an IFRS would be so misleading that it would not give a
fair presentation.

BC27 The Board considered whether IAS 1 should be silent on departures from IFRSs. The

Board decided against making that change, because it would r e move the Board
capability to specify the criteria under which departures from IFRSs should occur.
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BC28 Departing from a requirement in an IFRS when considered necessary to achieve a fair
presentation would conflict with the regulatory framework in some jurisdictions. The
revised IAS 1 takes into account the existence of different regulatory requirements. It
requires that cichnestances satisyhe criteyod described in paragraph
BC25 for departure from a requirement in an IFRS, the entity should proceed as follows:

(a) When the relevant regulatory framework requiresd or otherwise does not
prohibitd a departure from the requirement, the entity should make that departure
and the disclosures set out in paragraph 20.

(b) When the relevant regulatory framework prohibits departure from the requirement,
the entity should, to the maximum extent possible, reduce the perceived
misleading aspects of compliance by making the disclosures set out in paragraph
23.

This amendment enables entities to comply with the requirements of IAS 1 when the
relevant regulatory framework prohibits departures from accounting standards, while
retaining the principle that entities should, to the maximum extent possible, ensure that
financial statements provide a fair presentation.

BC29 After considering the comments received on the exposure draft of 2002, the Board added
to IAS 1 a requirement in paragraph 21 to disclose the effect of a departure from a
requirement of an IFRS in a prior period ont he curr ent periodds finai
Without this disclosure, usersof t he entitybés financi al stat emel
continuing effects of prior period departures.

BC30 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, t he wihrthe requiyetnent woddmot be sa misleading that
it would conflict with the objective of financial statements set out in the Framework.

Comparative information

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

BC31 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 i nf or mati on about t he entit yldosevas,anafyor manc e
respondents expressed concern that the requirement would unnecessarily increase
disclosures in financial statements, or would be impracticable, excessive and costly.

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.

IAS 34 Interim Financial Reporting

BC33 The Board decided not to reflect in paragraph 8 of IAS 34 (ie the minimum components of
an interim financial report) its decision to require the inclusion of a statement of financial
position as at the beginning of the earliest comparative period in a complete set of financial
statements. IAS 34 has a year-to-date approach to interim reporting and does not replicate
the requirements of IAS 1 in terms of comparative information.
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Criterion for exemption from requirements (paragraphs 41i 44)

BC34 |AS 1 as issued in 1997 specified that when the presentation or classification of items in
the financial statements is amended, comparative amounts should be reclassified unless it
is impracticable to do so. Applying a requirement is impracticable when the entity cannot
apply it after making every reasonable effort to do so.

BC35 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 BC791 BC84), the exposure draft
proposed that the criterion for exemption should be that applying the requirements would
require undue cost or effort.

BC36 I n the I ight o f nts ensthe @xposere dradt,the Baam wheeided that an
exemption based on manage mestoréffort vastcosujsative nt of u
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
theyapply them. Therefore, the Boar dorexenipionn.ned t he
This affects the exemptions now set out in paragraphs 41i43 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

BC37 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.

BC38 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 O6owmenmbn earndd wer e not def i nedFrameworkdre expos
elsewhere in IFRSs, although they are extensively used in national accounting standards.
They also noted that t hhkeoltdeearnms weorwen eur He da nidn tdeerqc
the exposure draft. TheBoarddeci ded t o adopt the term 6owner
1 to converge with SFAS 130, which uses the term in the definition of 6comprehensiv
i ncomebod.

Statement of financial position

Current assets and current liabilities (paragraphs 68 and 71)

BC38A 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.

* |n 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.
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BC38B 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. Th e  6fhcerl dt r adi ngo
cateqgory 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.

BC38C 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.

BC38D 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)

BC38E 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.

BC38F 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.

BC38G |AS 1 and the Framework state that information about the liquidity and solvency positions
ofanentityisusef ul to users. The terms o6liquidityd a
availability of cash to an entity. Issuing equity does not result in an outflow of cash or other
assets of the entity.

BC38H 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.

BC38l 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 entityés equity instruments.
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Effect of events after the reporting period on the classification of
liabilities (paragraphs 691 76)

BC39 Paragraph 63 of IAS 1 (as issued in 1997) included the following:

An enterprise should continue to classify its long-term interest-bearing liabilities as
non-current, even when they are due to be settled within twelve months of the balance
sheet date if:

(a) the original term was for a period of more than twelve months;

(b) the enterprise intends to refinance the obligation on a long-term basis; and

(c) that intention is supported by an agreement to refinance, or to reschedule
payments, which is completed before the financial statements are authorised for
issue.

BC40 Paragraph 65 stated:

Some borrowing agreements incorporate undertakings by the borrower (covenants) which
have the effect that the liability becomes payable on demand if certain conditions related to
the borrower 6s frd meaahedi la thesep arauinstancesn thealiability is
classified as non-current only when:

(@) the lender has agreed, prior to the authorisation of the financial statements for
issue, not to demand payment as a consequence of the breach; and

(b) it is not probable that further breaches will occur within twelve months of the
balance sheet date.

BC41 The Board considered these requirements and concluded that refinancing, or the receipt
of a waiver of t he pagmedehat®ccurs aftegthe reportng pereodna n d
should not be taken into account in the classification of a liability.

BC42 Therefore, the exposure draft of 2002 proposed:

@) to amend paragraph 63 to specify that a long-term financial liability due to be
settled within twelve months of the balance sheet date should not be classified as
a non-current liability because an agreement to refinance, or to reschedule
payments, on a long-term basis is completed after the balance sheet date and
before the financial statements are authorised for issue. This amendment would
not affect the classification of a liability as non-current when the entity has, under
the terms of an existing loan facility, the discretion to refinance or roll over its
obligations for at least twelve months after the balance sheet date.

(b) to amend paragraph 65 to specify that a long-term financial liability that is payable
on demand because the entity breached a condition of its loan agreement should
be classified as current at the balance sheet date even if the lender has agreed
after the balance sheet date, and before the financial statements are authorised
for issue, not to demand payment as a consequence of the breach. However, if
the lender has agreed by the balance sheet date to provide a period of grace
within which the entity can rectify the breach and during which the lender cannot
demand immediate repayment, the liability is classified as non-current if it is due
for settlement, without that breach of the loan agreement, at least twelve months
after the balance sheet date and:

® the entity rectifies the breach within the period of grace; or

(i) when the financial statements are authorised for issue, the period of grace
is incomplete and it is probable that the breach will be rectified.
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Some respondents disagreed with these proposals. They advocated classifying a liability
as current or non-current according to whether it is expected to use current assets of the
entity, rather than strictly on the basis of its date of maturity and whether it is callable at the
end of the reporting period. In their view, this would provide more relevant information

about the Iiabilityds fertuirtey &4 freecedo wrnc & hfel d wami
However, the Board decided that the following arguments for changing paragraphs 63 and
65 were more persuasive:
(a) refinancing a liability after the balance sheet date does not affectt he enti tyoés
liquidity and solvency at the balance sheet date, the reporting of which should
reflect contractual arrangements in force on that date. Therefore, it is a
non-adjusting event in accordance with IAS 10 Events after the Balance Sheet
Date and shouldn ot aff ect the presentation of the e
(b) it is illogical t o -audemtpt ch acsi therctérmoino n hatt
obligations expected to be rolled over for at least twelve months after the balance
sheet date depends on whether the rollover is at the discretion of the entity, and
then to provide an exception based on refinancing occurring after the balance
sheet date.
(c) in the circumstances set out in paragraph 65, unless the lender has waived its
right to demand immediate repayment or granted a period of grace within which
the entity may rectify the breach of the loan agreement, the financial condition of
the entity at the balance sheet date was that the entity did not hold an absolute
right to defer repayment, based on the terms of the loan agreement. The granting
of a waiver or a period of grace changes the terms of the loan agreement.
Therefore, a n frenntheilenderpadter thee bmlanicepsheet date, of a
waiver or a period of grace of at least twelve months does not change the nature
of the liability to non-current until it occurs.
IAS 1 now includes the amendments proposed in 2002, with one change. The change
relates to the classification of a long-term loan when, at the end of the reporting period, the
lender has provided a period of grace within which a breach of the loan agreement can be
rectified, and during which period the lender cannot demand immediate repayment of the
loan.
The exposure draft proposed that such a loan should be classified as non-current if it is
due for settlement, without the breach, at least twelve months after the balance sheet date
and:
@) the entity rectifies the breach within the period of grace; or
(b) when the financial statements are authorised for issue, the period of grace is
incomplete and it is probable that the breach will be rectified.
After considering respondent sé6 comment s, t heoccBrerma @t deci de

probability of a rectification of a breach after the reporting period is irrelevant to the
conditions existing at the end of the reporting period. The revised IAS 1 requires that, for
the loan to be classified as non-current, the period of grace must end at least twelve
months after the reporting period (see paragraph 75). Therefore, the conditions (a) and (b)
in paragraph BC46 are redundant.

The Board considered arguments that if a period of grace to remedy a breach of a
long-term loan agreement is provided before the end of the reporting period, the loan
should be classified as non-current regardless of the length of the period of grace. These
arguments are based on the view that, at the end of the reporting period, the lender does
not have an unconditional legal right to demand repayment before the original maturity
date (ie if the entity remedies the breach during the period of grace, it is entitled to repay
the loan on the original maturity date). However, the Board concluded that an entity should
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classify a loan as non-current only if it has an unconditional right to defer settlement of the
loan for at least twelve months after the reporting period. This criterion focuses on the
legal rights of the entity, rather than those of the lender.

Statement of comprehensive income

Reporting comprehensive income (paragraph 81)

BC49 The exposure draft of 2006 proposed that all non-owner changes in equity should be
presented in a single statement or in two statements. In a single-statement presentation,
all items of income and expense are presented together. In a two-statement presentation,
the first statement ( 6i ncome st atement d) presents i ncome
profitorlossandthes econd st atement (6stat emebaginsvath compr e
profit or loss and presents, in addition, items of income and expense that IFRSs require or
permit to be recognised outside profit or loss. Such items include, for example, translation
differences related to foreign operations and gains or losses on available-for-sale financial
assets. The statement of comprehensive income does not include transactions with
owners in their capacity as owners. Such transactions are presented in the statement of
changes in equity.

BC50 Respondents to the exposure draft had mixed views about whether the Board should
permit a choice of displaying non-owner changes in equity in one statement or two
statements. Many respondents agreed with the Boar do6 s por rmgntais dhe
two-statement approach and the single-statement approach as alternatives and a few
urged the Board to mandate one of them. However, most respondents preferred the
two-statement approach because it distinguishes profit or loss and total comprehensive
income; they believe that with the two-st at e ment approasthat etnteent 6i n
remains a primary financial statement. Respondents supported the presentation of two
separate statements as a transition measure until the Board develops principles to
determine the criteria for inclusion of items in profit or loss or in other comprehensive
income.

BC51 The exposure draft of 2006 expr esdatethentohat Boar dé

non-owner changes in equity. The Board provided several reasons for this preference. All
items of non-owner changes in equity meet the definitions of income and expenses in the
Framework. The Framework does not define profit or loss, nor does it provide criteria for
distinguishing the characteristics of items that should be included in profit or loss from
those items that should be excluded from profit or loss. Therefore, the Board decided that
it was conceptually correct for an entity to present all non-owner changes in equity (ie all
income and expenses recognised in a period) in a single statement because there are no
clear principles or common characteristics that can be used to separate income and
expenses into two statements.

BC52 However, in the Boarddés di scussi dhatsmanyiwdreh i nt er
strongly opposed to the concept of a single statement. They argued that there would be
undue focus on the bottom line of the single statement. In addition, many argued that it
was premature for the Board to conclude that presentation of income and expense in a
single statement was an improvement in financial reporting without also addressing the
other aspects of presentation and display, namely deciding what categories and line items
should be presented in a statement of recognised income and expense.

BC53 In the light of these views, although it preferred a single statement, the Board decided that
an entity should have the choice of presenting all income and expenses recognised in a
period in one statement or in two statements. An entity is prohibited from presenting
components of income and expense (ie non-owner changes in equity) in the statement of
changes in equity.
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BC54 Many respondents disagreed wit h thathaedecBionaar d 6 s pr
this stage would be premature. In their view the decision about a single-statement or
two-statement approach should be subject to further consideration. They urged the Board
to address other aspects of presentation and display, namely deciding which categories
and line items shouldbepresent ed i n a O6statememctomefd. cdmper Blhha
reaffirmed its reasons for preferring a single-statement approach and agreed to address
other aspects of display and presentation in the next stage of the project.

Results of operating activities

BC55 IAS 1 omits the requirement in the 1997 version to disclose the results of operating
activities as a | ine item iacttihvwei tiinecsodmea rset arn cetm
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,
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 normallyber egar ded as O6operatingdéd. I n the Boardods
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)

BC57 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 lossd the bottom line of the first
statement( t he 03 tnatoaenieend 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.

BC58 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 recognized 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.

Minority interest (paragraph 83)*

BC59 | AS 1 requires the ©o6profit or | obsr odtittr idbrut o
attributable to owners o f the parent 6 e arcthe intome dtatemeptrie sent ed
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 bal ance sheftngdmoiwalcapdeidt i6ch &)X e me
is presented within equity because it does not meet the definition of a liability in the
Framework.

* InJanuary 2008 the IASB issued an amended IAS 27 Consolidated and Separate Financial Statements, which amended
Omi norittyo i dmeneod i ng interestso.
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Extraordinary items (paragraph 87)

IAS 8 Net Profit or Loss for the Period, Fundamental Errors and Changes in Accounting

Policies (issued in 1993) required extraordinary items to be disclosed in the income

statement separately from the profit or loss from ordinary activities. That standard defined
0extraordi narycomemes® aspenses that arise from
are clearly distinct from the ordinary activities of the enterprise and therefore are not
expected to recur frequently or regularlyéo.

In 2002, the Board decided to eliminate the concept of extraordinary items from IAS 8 and

to prohibit the presentation of items ofincomeande x pense as Oextraordinar
income statement and the notes. Therefore, in accordance with IAS 1, no items of income

and expensearet o be presented as arising from outside

Some respondents to the exposure draft of 2002 argued that extraordinary items should
be presented in a separate component of the income statement because they are clearly
distinct from all of the other items of income and expense, and because such presentation
highlights to users of financial statements the items of income and expense to which the
| east attention should be gi vperformantceen predi cting

The Board decided that items treated as extraordinary result from the normal business
risks faced by an entity and do not warrant presentation in a separate component of the
income statement. The nature or function of a transaction or other event, rather than its
frequency, should determine its presentation within the income statement. Items currently
classi fi ed as O6extraordi nar y 6 ineomeanderdensetlatnsay bs et of
warrant disclosure to assistusersinpr edi cting an entityds future p

Eliminating the category of extraordinary items eliminates the need for arbitrary

segregation of the effects of related external eventsd some recurring and others notd on

the profit or loss of an entity for a period. For example, arbitrary allocations would have

been necessary to estimate the financial effect of an earthquake on an entity 6 s pr of it 0
loss if it occurs during a major cyclical downturn in economic activity. In addition,

paragraph 97 of IAS 1 requires disclosure of the nature and amount of material items of

income and expense.

Other comprehensive incomed related tax effects
(paragraphs 90 and 91)

The exposure draft of 2006 pr o precsgaised incomeal | ow ¢
and expensed (now 060t her be weagntedt before sakx effectsi nc ome 6
(6gross presentati onteffeots (aét empr ebent atried md )e.d
present at i on drackahilty of dtheraomprdhensiiedncome items to profit or

loss, because i t ems of profit or | oss ar e gener a
presentationd facil i ttlet emprehehswe incahe tenisfinitteat i on o
equity section of the statement of financial position. A majority of respondents supported

allowing both approaches. The Board reaffirmed its conclusion that components of other
comprehensive income could be displayed either (a) net of related tax effects or (b) before

related tax effects.

Regardless of whether a pre-tax or post-tax display was used, the exposure draft
proposed to require disclosure of the amount of income tax expense or benefit allocated
separately to individual components of other comprehensive income, in line with SFAS
130. Many respondents agreed in principle with this disclosure, because they agreed that
it helped to improve the clarity and transparency of such information, particularly when
components of other comprehensive income are taxed at rates different from those
applied to profit or loss.
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However, most respondents expressed concern about having to trace the tax effect for
each one of the components of other comprehensive income. Several observed that the
tax allocation process is arbitrary (eg it may involve the application of subjectively
determined tax rates) and some pointed out that this information is not readily available for
some industries (eg the insurance sector), where components of other comprehensive
income are multiple and tax allocation involves a high degree of subjectivity. Others
commented that they did not understand why tax should be attributed to components of
comprehensive income line by line, when this is not a requirement for items in profit or
loss.

The Board decided to maintain the disclosure of income tax expense or benefit allocated
to each component of other comprehensive income. Users of financial statements often
requested further information on tax amounts relating to components of other
comprehensive income, because tax rates often differed from those applied to profit or
loss. The Board also observed that an entity should have such tax information available
and that a disclosure requirement would therefore not involve additional cost for preparers
of financial statements.

Reclassification adjustments (paragraphs 9271 96)

In the exposure draft of 2006, the Board proposed that an entity should separately present
reclassification adjustments. These adjustments are the amounts reclassified to profit or
loss in the current period that were previously recognised in other comprehensive income.
The Board decided that adjustments necessary to avoid double-counting items in total
comprehensive income when those items are reclassified to profit or loss in accordance
wi t h | FRSs. The Boar d6s presetation wfareclassificatidn s epar a
adjustments is essential to inform users of those amounts that are included as income and
expenses in different periodsd as income or expenses in other comprehensive income in
previous periods and as income or expenses in profit or loss in the current period. Without
such information, users may find it difficult to assess the effect of reclassifications on profit
or loss and to calculate the overall gain or loss associated with available-for-sale financial
assets, cash flow hedges and on translation or disposal of foreign operations.

Mo st respondents agreed with t haeahe @istlasuredfs deci s
reclassification adjustments is important to understanding how components recognised in

profit or loss are related to other items recognised in equity in two different periods.

However, some respondents suggested that the Board should uset he term &érecycl

rather than O0recl assificati on dTheaBoardcbreludédor mer t

that both terms are similar in meaning, but deci ded to wuse the term 6
adjust ment 6 t o terninology usgdein SWASt1B0. t h e

The exposure draft proposed to allow the presentation of reclassification adjustments in
the statement of recognised income and expense (now 6 st at e ment of compr e
i ncomed) or in the supportedthisadoomdh. r espondent s

Some respondents noted some inconsistencies in the definition of 6r ecl assi fi cat
adjustmentsd in the exposand 3 ofdASal). Resdondents par agr
suggested that the Board should expand the definition in paragraph 7 to include gains and

losses recognised in current periods in addition to those recognised in earlier periods, to

make the definition consistent with paragraph 93. They commented that, without

clarification, there could be differences between interim and annual reporting, for
reclassifications of items that arise in one interim period and reverse out in a different

interim period within the same annual period.

The Board decided to align the definition of reclassification adjustments with SFAS 130
and include an additionalref er ence t o O c paragreph?. peri odsd i n

© Copyright 69 HKAS 1 BC



PRESENTATION OF FINANCIAL STATEMENTS

Statement of changes in equity

Effects of retrospective application or retrospective
restatement (paragraph 106(b))

BC74 Some respondents to the exposure draft of 2006 asked the Board to clarify whether the
effects of retrospective application or retrospective restatement, as defined in IAS 8,
should be regarded as non-owner changes in equity. The Board noted that IAS 1 specifies
that these effects are included in the statement of changes in equity. However, the Board
decided to clarify that the effects of retrospective application or retrospective restatement
are not changes in equity in the period, but provide a reconciliation between the previous
peri odo6s c | andihaopenibgebdlaamae n¢he statement of changes in equity.

Presentation of dividends (paragraph 107)

BC75 The Board reaffirmed its conclusion to require the presentation of dividends in the
statement of changes in equity or in the notes, because dividends are distributions to
owners in their capacity as owners and the statement of changes in equity presents all
owner changes in equity. The Board concluded that an entity should not present dividends
in the statement of comprehensive income because that statement presents non-owner
changes in equity.

Statement of cash flows

IAS 7 Cash Flow Statements (paragraph 111)

BC76 The Board considered whether the operating section of an indirect method statement of
cash flows should begin with total comprehensive income instead of profit or loss as is
required by IAS 7 Cash Flow Statements. When components of other comprehensive
income are non-cash items, they would become reconciling items in arriving at cash flows
from operating activities and would add items to the statement of cash flows without
adding information content. The Board concluded that an amendment to IAS 7 is not
required; however, as mentioned in paragraph BC14 the Board decided to relabel this
financi al st at eommfend asals folso ws &.ment

Notes

Disclosure of the judgements that management has made in the
process of app!l yiaocguntindg policees (paragyaphs
12271 124)

BC77 The revised IAS 1 requires disclosure of the judgements, apart from those involving
estimations, that management has made inthe processofappl yi ng t he entityds
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.
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BC78 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 1257 133)

BC79 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:
(@) their nature, and
(b) their carrying amount as at the end of the reporting period (see paragraph 125).

BC80 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 uncertaintiesfort he peri odds pr o
loss.

BC81 The Framework st at e s hetedomomic dedisions that are made by users of financial
statements require an evaluation of the ability of an entity to generate cash and cash
equivalents and of the timing and certainty oft hei r generation. 6 The Boe
disclosure of information about assumptions and other major sources of estimation
uncertainty at the end of the reporting period enhances the relevance, reliability and
understandability of the information reported in financial statements. These assumptions
and other sources of estimation uncertainty relatetoe st i mat es t hat require n
most difficult, subjective or complex judgements. Therefore, disclosure in accordance with
paragraph 125 of the revised IAS 1 would be made in respect of relatively few assets or
liabilities (or classes of them).

BC82 The exposure draft of 2002 proposmahsurerheat di scl o
uncertaintyéo. I n the | i gh purposé of this disulesare sasr ecei v e
unclear, the Board decided:

€) toamendthesubj ect of t hat di scl osuuneertaintyatthes our ce s
end of the reporting periodé, and
(b) to clarify in the revised Standard that the disclosure does not apply to assets and

liabilities measured at fair value based on recently observed market prices (see
paragraph 128 of IAS 1).
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BC83 When assets and liabilities are measured at fair value on the basis of recently observed
market prices, future changes in carrying amounts would not result from using estimates to
measure the assets and liabilities at the end of the reporting period. Using observed
market prices to measure assets or liabilities obviates the need for estimates at the end of
the reporting period. The market prices properly reflect the fair values at the end of the
reporting period, even though future market prices could be different. The objective of fair
value measurement is to reflect fair value at the measurement date, not to predict a future
value.

BC84 IAS 1 does not prescribe the particular form or detail of the disclosures. Circumstances
differ from entity to entity, and the nature of estimation uncertainty at the end of the
reporting period has many facets. IAS 1 limits the scope of the disclosures to items that
have a significant risk of causing a material adjustment to the carrying amounts of assets
and liabilities within the next financial year. The longer the future period to which the
disclosures relate, the greater the range of items that would qualify for disclosure, and the
less specific are the disclosures that could be made about particular assets or liabilities. A
period longer than the next financial year might obscure the most relevant information with
other disclosures.

Disclosures about capital (paragraphs 134 and 135)

BC85 In July 2004 the Board published an exposure draftdo ED 7 Financial Instruments:
Disclosures. As part of that project, the Board considered whether it should require
disclosures about capital.

BC86 The | evel of an entityds capital faatorsdfortsersv i t mar
to consider in assessing the risk profile of an entity and its ability to withstand unexpected
adverse events. The level of capitalmi ght al so affect the entityods
Consequently, ED 7 proposed disclosures about capital.

BC87 In ED 7 the Board decided that it should not limit the requirements for disclosures about
capital to entities that are subject to external capital requirements (eg regulatory capital
requirements established by legislation or other regulation). The Board believes that
information about capital is useful for all entities, as is evidenced by the fact that some
entities set internal capital requirements and norms have been established for some
industries. The Board noted that the capital disclosures are not intended to replace
disclosures required by regulators. The Board also noted that the financial statements
should not be regarded as a substitute for disclosures to regulators (which may not be
available to all users) because the function of disclosures made to regulators may differ
from the function of those to other users. Therefore, the Board decided that information
about capital should be required of all entities because it is useful to users of general
purpose financial statements. Accordingly, the Board did not distinguish between the
requirements for regulated and non-regulated entities.

BC88 Some respondents to ED 7 questioned the relevance of the capital disclosures in an IFRS
dealing with disclosures relating to financial instruments. The Boardn ot ed t hat an ent
capital does not relate solely to financial instruments and, thus, capital disclosures have
more general relevance. Accordingly, the Board included these disclosures in IAS 1, rather
than IFRS 7 Financial Instruments: Disclosures, the IFRS resulting from ED 7.

BC89 The Board al so decided that an entiABYdhalddeci si o

be independent of the ent iTheyBbasd natesl thatsssuiogna t o ad o |
separate amendment facilitates separate adoption decisions.
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Objectives, policies and processes for managing capital (paragraph
136)

The Board decided that disclosure about capital should be placed in the context of a

di scussion of the entityds o lmpnaging capital.sThisipol i ci e s

because the Board believes that such a discussion both communicates important
i nformati on a b acapital strategy amdnprovidey ¢he context for other
disclosures.

The Board considered whether an entity can have a view of capital that differs from what
IFRSs define as equity. The Board noted that, although for the purposes of this disclosure
capital would often equate with equity as defined in IFRSs, it might also include or exclude
some components. The Board also noted that this disclosure is intended to give entities
the opportunity to describe how they view the components of capital they manage, if this is
different from what IFRSs define as equity.

Externally imposed capital requirements (paragraph 136)

The Board considered whether it should require disclosure of any externally imposed
capital requirements. Such a capital requirement could be:

€) an industry-wide requirement with which all entities in the industry must comply; or

(b) an entity-specific requirement imposed on a particular entity by its prudential
supervisor or other regulator.

The Board noted that some industries and countries have industry-wide -capital
requirements, and others do not. Thus, the Board concluded that it should not require
disclosure of industry-wide requirements, or compliance with such requirements, because
such disclosure would not lead to comparability between different entities or between
similar entities in different countries.

The Board concluded that disclosure of the existence and level of entity-specific capital
requirements is important information for users, because it informs them about the risk
assessment of the regulator. Such disclosure improves transparency and market
discipline.

However, the Board noted the following arguments against requiring disclosure of
externally imposed entity-specific capital requirements.

(@ Users of financial statements might rely primarilyonther egul at or 6's
solvency risk without making their own risk assessment.

assessn

(b) The focus of a regulatords riintkrestaths ess ment

regulations are intended to protect (eg depositors or policyholders). This emphasis
is different from that of a shareholder. Thus, it could be misleading to suggest that
ther egul atorés risk assessment cimdependent
analysis by investors.

(c) The disclosure of entity-specific capital requirements imposed by a regulator might

or

under mine that r egul ahquidements.b-orlexarpie, the o

information could cause depositors to withdraw funds, a prospect that might

shoil

mpos

discourage r egul at or s from i mposing requirements

regulatory dialogue would become public, which might not be appropriate in all
circumstances.
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(d) Because different regulators have different tools available, for example formal
requirements and moral suasion, a requirement to disclose entity-specific capital
requirements could not be framed in a way that would lead to the provision of
information that is comparable across entities.

(e) Disclosure of capital requirements (and hence, regulatory judgements) could
hamper clear communication to the entity of t he regul ator 6s asses
creating incentives to use moral suasion and other informal mechanisms.

) Disclosure requirements should not focus on entity-specific capital requirements
in isolation, but should focus on how entity-specific capital requirements affect
how an entity manages and determines the adequacy of its capital resources.

(9) A requirement to disclose entity-specific capital requirements imposed by a
regulator is not part of Pillar 3 of the Basel Il Framework developed by the Basel
Committee on Banking Supervision.

BC96 Taking into account all of the above arguments, the Board decided not to require
guantitative disclosure of externally imposed capital requirements. Rather, it decided to
require disclosures about whether the entity complied with any externally imposed capital
requirements during the period and, if not, the consequences of non-compliance. This
retains confidentiality between regulators and the entity, but alerts users to breaches of
capital requirements and their consequences.

BC97 Some respondents to ED 7 did not agree that breaches of externally imposed capital
requirements should be disclosed. They argued that disclosure about breaches of
externally imposed capital requirements and the associated regulatory measures
subsequently imposed could be disproportionately damaging to entities. The Board was
not persuaded by these arguments because it believes that such concerns indicate that
information about breaches of externally imposed capital requirements may often be
material by its nature. The Framework statesthat 6 | n f o r nmaaterialdf its omission or
misstatement could influence the economic decisions of users taken on the basis of the
financial st at ements. 6 Similarly, t he Boar dfordeci ded
temporary non-compliance with regulatory requirements during the year. Information that
an entity is sufficiently close to its limits to breach them, even on a temporary basis, is
useful for users.

Internal capital targets

BC98 The Board proposed in ED 7 that the requirement to disclose information about breaches
of capital requirements should apply equally to breaches of internally imposed
requirements, because it believed the information is also useful to a user of the financial
statements.

BC99 However, this proposal was criticised by respondents to ED 7 for the following reasons:

(@ The information is subjective and, thus, not comparable between entities. In
particular, different entities will set internal targets for different reasons, so a
breach of a requirement might signify different things for different entities. In
contrast, a breach of an external requirement has similar implications for all
entities required to comply with similar requirements.

(b) Capital targets are not more important than other internally set financial targets,
and to require disclosure only of capital targets would provide users with
incomplete, and perhaps misleading, information.

(c) Internal targets are estimates that are subject to change by the entity. It is not
appropriate to requi r eaganst¢his bemachmarkytdlse per f or
disclosed.
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(d) An internally set capital target can be manipulated by management. The
disclosure requirement could cause management to set the target so that it would
always be achieved, providing little useful information to users and potentially
reducing the effectiveness of the entityods

BC100 As a result, the Board decided not to require disclosure of the capital targets set by
management, whether the entity has complied with those targets, or the consequences of
any non-compliance. However, the Board confirmed its view that when an entity has
policies and processes for managing capital, qualitative disclosures about these policies
and processes are useful. The Board also concluded that these disclosures, together with
disclosure of the components of equity and their changes during the year (required by
paragraphs 1061 110), would give sufficient information about entities that are not
regulated or subject to externally imposed capital requirements.

Puttable financial instruments and obligations arising on liguidation

BC100AThe Board decided to require disclosure of information about puttable instruments and
instruments that impose on the entity an obligation to deliver to another party a pro rata
share of the net assets of the entity only on liguidation that are reclassified in accordance
with paragraphs 16E and 16F of IAS 32. This is because the Board concluded that this
disclosure allows users of financial statements to understand the effects of any
reclassifications.

BC100BThe Board also concluded that entities with puttable financial instruments classified as
equity should be required to disclose additional information to allow users to assess any
effect on the entityosydfihgholdedtd puythe énstrunsentsitg f r om t
the issuer. Financial instruments classified as equity usually do not include any obligation
for the entity to deliver a financial asset to another party. Therefore, the Board concluded
that additional disclosures are needed in these circumstances. In particular, the Board
concluded that entities should disclose the expected cash outflow on redemption or
repurchase of those financial instruments that are classified as equity and information
about how that amount was determined. That information allows liguidity risk associated
with the put obligation and future cash flows to be evaluated.

Presentation of measures per share

BC101 The exposure draft of 2006 did not propose to change the requirements of IAS 33
Earnings per Share on the presentation of basic and diluted earnings per share. A majority
of respondents agreed with this decision. In their opinion, earnings per share should be
the only measure per share permitted or required in the statement of comprehensive
income and changing those requirements was beyond the scope of this stage of the
financial statement presentation project.

BC102 However, some respondents would like to see alternative measures per share whenever
earnings per share is not viewed as the most relevant measure for financial analysts (ie
credit rating agencies that focus on other measures). A few respondents proposed that an
entity should also display an amount per share for total comprehensive income, because
this was considered a useful measure. The Board did not support including alternative
measures per share in the financial statements, until totals and subtotals, and principles
for aggregating and disaggregating items, are addressed and discussed as part of the next
stage of the financial statement presentation project.

BC103 Some respondents also interpreted the current provisions in IAS 33 as allowing de facto a
display of alternative measures in the income statement. In its deliberations, the Board
was clear that paragraph 73 of IAS 33 did not leave room for confusion. However, it
decided that the wording in paragraph 73 could be improved to clarify that alternative
measures should be shown déonly ilAB33idirevisiedt es 6. T
or as part of the annual improvements process.
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respondent commented t hat timappropriatein tbe

light of changes proposed in the exposure draft and that the measure should be
denomi nated Opr of iinstead. The Baarsl sonsdered that lthes pagtiular
change in terminology was beyond the scope of IAS 1.

Transition and effective date

BC105 The

Board is committed t o masubstandallynunamanged

standards for annual periods beginning between 1 January 2006 and 31 December 2008.
In addition, some preparers will need time to make the system changes necessary to
comply with the revisions to IAS 1. Therefore, the Board decided that the effective date of
IAS 1 should be annual periods beginning on or after 1 January 2009, with earlier
application permitted.

Differences from SFAS 130

BC106 In developing IAS 1, the Board identified the following differences from SFAS 130:

(@)

(b)

(©)

© Copyright

Reporting and display of comprehensive income Paragraph 22 of SFAS 130
permits a choice of displaying comprehensive income and its components, in one
or two statements of financial performance or in a statement of changes in equity.
IAS 1 (as revised in 2007) does not permit display in a statement of changes in
equity.

Reporting other comprehensive income in the equity section of a statement
of financial position Paragraph 26 of SFAS 130 specifically states that the total
of other comprehensive income is reported separately from retained earnings and
additional paid-in capital in a statement of financial position at the end of the
period. A descriptive title such as accumulated other comprehensive income is
used for that component of equity. An entity discloses accumulated balances for
each classification in that separate component of equity in a statement of financial
position, in a statement of changes in equity, or in notes to the financial
statements. IAS 1 (as revised in 2007) does not specifically require the display of
a total of accumulated other comprehensive income in the statement of financial
position.

Display of the share of other comprehensive income items of associates
and joint ventures accounted for using the equity method Paragraph 82 of
IAS 1 (as revised in 2007) requires the display in the statement of comprehensive
i ncome of tkbaiaeavest drhées i nvesteeds
Paragraph 122 of SFAS 130 does not specify how that information should be
displayed. An investor is permitted to combine its proportionate share of other
comprehensive income amounts with its own other comprehensive income items
and display the aggregate of those amounts in an income statement type format
or in a statement of changes in equity.
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Appendix
Amendments to the Basis for Conclusions on other HKFRSs
This appendix contains amendments to the Basis for Conclusions on other IFRSs that are

necessary in order to ensure consistency with the revised IAS 1. Amended paragraphs are shown
with the new text underlined and deleted text struck through.

*kk

The amendments contained in _this appendix when this Standard was revised in 2007 have been
incorporated into the relevant pronouncements.
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Dissenting opinions

Dissent of Mary E Barth, Anthony T Cope, Robert P Garnett and
James J Leisenring from IAS 1 (as revised in September 2007)

DO1 Professor Barth and Messrs Cope, Garnett and Leisenring voted against the issue of IAS 1
Presentation of Financial Statements in 2007. The reasons for their dissent are set out
below.

DO2 Those Board members agree with the requirement to report all items of income and
expense separately from changes in net assets that arise from transactions with owners in
their capacity as owners. Making that distinction clearly is a significant improvement in
financial reporting.

DO3 However, they believe that the decision to permit entities to divide the statement of
comprehensive income into two separate statements is both conceptually unsound and
unwise.

DO4 As noted in paragraph BC51, the Framework does not define profit or loss, or net income.
It also does not indicate what criteria should be used to distinguish between those items of
recognised income and expense that should be included in profit or loss and those items
that should not. In some cases, it is even possible for identical transactions to be reported
inside or outside profit or loss. Indeed, in that same paragraph, the Board acknowledges
these facts, and indicates that it had a preference for reporting all items of income and
expense in a single statement, believing that a single statement is the conceptually correct
approach. Those Board members believe that some items of income and expense that will
potentially bypass the statement of profit and loss can be as significant to the assessment
of an entityds per f orinthuded. Untilaasondeptualdistinctioneat  wi | | b
be developed to determine whether any items should be reported in profit or loss or
elsewhere, financial statements will lack neutrality and comparability unless all items are
reported in a single statement. In such a statement, profit or loss can be shown as a
subtotal, reflecting current conventions.

DO5 In the light of those considerations, it is puzzling that most respondents to the exposure
draft that proposed these amendments favoured permitting a two-statement approach,
reasoning thatbettweean sgn omfgiutt saed | oss and tot al
(paragraph BC50). Distinguishing between those items reported in profit or loss and those
reported elsewhere is accomplished by the requirement for relevant subtotals to be
included in a statement of comprehensive income. Respondents also stated that a
two-statement approach givespr i macy to the O6income statement
B 0 a r réquissment in paragraph 11 of IAS 1 to give equal prominence to all financial
statements within a set of financial statements.

DO6 Those Board members also believe that the amendments are flawed by offering entities a
choice of presentation methods. The Board has expressed a desire to reduce alternatives
in IFRSs. The Preface to International Financial Reporting Standards, in paragraph 13,
states: i6nthendsASBot to permit choi cesontinne account
t o reconsi der é those transactpermina chacadf events
accounting treatment, with the objective of reducingt he number of those c¢hce
Preface extends this objective to both accounting and reporting. The same paragraph
st at es: Oobjbactive is B Bgubeslike transactions and events to be accounted for
and reported in a like way and unlike transactions and events to be accounted for and
reporteddi f ferentl yd (emphasi s ad thisbhgtance,Bhg IABe r mi t t i r
has abandoned that principle.

DO7 Finally, the four Board members believe that allowing a choice of presentation at this time

will ingrain practice, and make achievement of the conceptually correct presentation more
difficult as the long-term project on financial statement presentation proceeds.
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Appendix

Amendments resulting from other Basis for Conclusions

The following sets out amendments required for this Basis for Conclusions resulting from other newly
issued HKFRSs that are not yet effective. Once effective, the amendments set out below will be
incorporated into the text of this Basis for Conclusions and this appendix will be deleted. In the
amended paragraphs shown below, new text is underlined and deleted text is struck through.

HKFRS 9 Financial Instruments (issued in November 2009) i effective for
annual periods beginning on or after 1 January 2013

The Basis for Conclusions on IAS 1 is amended as described below.

I n paragraph BC38A t heFinancaf lestruenantse Redognitiod &and S 3 9
Measurementd and i n paragraph BC38B t hatedaséofloess ence t ¢

* In November 2009 the IASB amended the requirements of IAS 39 relating to
classification and measurement of assets within the scope of IAS 39 and
relocated them to IFRS 9 Financial Instruments. IFRS 9 applies to all assets

within the scope of IAS 39. Paragraphs BC38Ai BC38D discuss matters relevant
when IAS 1 was issued.

I n paragraphs BC49 and BCG6-forstahlee & eafreer € nocoetsn ottoe do
* |FRS 9 Financial Instruments, issued in November 2009, eliminated the

category of available-for-sale financial assets. This paragraph discusses
matters relevant when IAS 1 was issued.
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Appendix

Amendments to the Basis for Conclusions on HKAS 1
Presentation of Items of Other Comprehensive Income i effective
for annual periods beginning on or after 1 July 2012

The following sets out amendments required for this Basis for Conclusions resulting from
amendments to HKAS 1 that are not yet effective. Once effective, the amendments set out below will
be incorporated into the text of this Basis for Conclusions and this appendix will be deleted. In the
amended paragraphs shown below, new text is underlined and deleted text is struck through.

Amendments to the Basis for Conclusions on IAS 1 Presentation
of Financial Statements

After paragraph BC6A, a heading and paragraph BC6B are added. Paragraphs BC20A and
BC20B, BC54Ai BC54J, BC68A, BC105A and BC105B are added.

Presentation of Items of Other Comprehensive Income
(Amendments to IAS 1)

BC6B In May 2010 the Board published an exposure draft of proposed amendments to IAS 1
relating to the presentation of items of other comprehensive income (OCIl). The Board
subsequently modified and confirmed the proposals and in June 2011 issued Presentation of
Items of Other Comprehensive Income (Amendments to IAS 1). The amendments were
developed in a joint project with the US national standard-setter, the Financial Accounting
Standards Board (FASB), with the aim of aligning the presentation of OCI so that information
in financial statements prepared by entities using IFRSs and entities using US generally
accepted accounting principles (GAAP) can be more easily compared.

BC20A In May 2010 the Board published the exposure draft Presentation of Items of Other
Comprehensive Income (proposed amendments to IAS 1) relating to the presentation of
items of other comprehensive income (OCI). One of the proposals in the exposure draft
related to the title of the statement containing profit or loss and other comprehensive income.
The Board proposed this change so that it would be clear that the statement had two
components: profit or loss and other comprehensive income. A majority of the respondents
to the exposure draft supported the change and therefore the Board confirmed the proposal
in June 2011. IAS 1 allows preparers to use other titles for the statement that reflect the
nature of their activities.

BC20B Sever al ot her Il FRSs refer to the O0st at ement (
consi dered whether it shoul dteméntohpmofit orddsdands uch r ¢
ot her comprehensive incomeb?6. The Board noted
mandat ory and that 6éstatement of comprehensive
standard. The Board decided that there was little benef it i n replacing th
comprehensive incomed in other | FRSs or O6income
| 0ossé. However, the Board did change the ter

the two-statement option.

BC54A In Presentation of Items of Other Comprehensive Income published in May 2010 the Board
proposed to eliminate the option to present all items of income and expense recognised in a
period in two statements, thereby requiring presentation in a continuous statement displaying
two sections: profit or loss and other comprehensive income. The Board also proposed to
require items of OCI to be classified into items that might be reclassified (recycled) to profit or
loss in subsequent periods and items that would not be reclassified subsequently.
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BC54B In its deliberations on financial instruments and pensions the Board discussed the increasing
importance of consistent presentation of items of OCI. Both projects will increase the
number of items presented in OCI, particularly items that will not be reclassified subsequently
to profit or loss. Therefore the Board thought it important that all income and expenses that
are components of the total non-owner changes in equity should be presented transparently.

BC54C The Board has no plans to eliminate profit or loss as a measure of performance. Profit or
loss will be presented separately and will remain the required starting point for the calculation
of earnings per share.

BC54D The Board had previously received responses to similar proposals for a single statement of
comprehensive income. In October 2008 the Board and the FASB jointly published a
discussion paper, Preliminary Views on Financial Statement Presentation. In that paper, the
boards proposed eliminating the alternative presentation formats for comprehensive income
and to require an entity to present comprehensive income and its components in a single
statement. The boards asked for views on that proposal. The responses were split on
whether an entity should present comprehensive income and its components in a single
statement or in two separate statements. In general, respondents supporting a single
statement of comprehensive income said that it would lead to greater transparency,
consistency and comparability. Furthermore, the process of calculating financial ratios
would be made easier.

BC54E Respondents disagreeing with the proposal for a single statement of comprehensive income
urged the boards to defer any changes to the guidance on the statement of comprehensive
income until the boards had completed a project to revise the guidance on what items should
be presented in OCI. Those respondents also said that a single statement would undermine
the importance of profit or loss by making it a subtotal and that presenting total
comprehensive income as the last number in the statement would confuse users. They also
feared that requiring all items of income and expense to be presented in a single statement
was the first step by the boards towards eliminating the notion of profit or loss. In addition,
they argued that the items that are presented in OCI are different from items presented in
profit or loss. Therefore they preferred either to keep the presentation of profit or loss
separate from the presentation of OCI or to allow management to choose to present them
either in a single statement or in two statements.

BC54F 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 ocClI . Those opposed t o a contint
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) of
OCl 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.
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PRESENTATION OF FINANCIAL STATEMENTS

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
all owed an option to present OCI items in
statements.

In its exposure draft Presentation of Items of Other Comprehensive Income published in May
2010 the Board proposed requiring that income tax on items presented in OCI should be
allocated between items that will not be subsequently reclassified to profit or loss and those
that might be reclassified, if the items in OCI are presented before tax. Most respondents
agreed with this proposal as this would be in line with the existing options in IAS 1 regarding
presentation of income tax on OCI items. Therefore the Board confirmed the proposal in
June 2011.

BC105A The exposure draft Presentation of Iltems of Other Comprehensive Income published in May

2010 proposed changes to presentation of items of OCI. The Board finalised these changes
in June 2011 and decided that the effective dates for these changes should be for annual
periods beginning on or after 1 July 2012, with earlier application permitted. The Board did
not think that a long transition period was needed as the changes to presentation are small
and the presentation required by the amendments is already allowed under IAS 1.

BC105BThe Board had consulted on the effective date and transition requirements for this

amendment in its Request for Views on Effective Dates and Transition Requirements in
October 2010 and the responses to that document did not give the Board any reason to
reconsider the effective date and the transition requirements.
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Dissenting opinion on amendments issued in June 2011

Dissent of Paul Pacter

DO1 Mr Pacter voted against issuing the amendments to IAS 1 Presentation of Financial
Statements set out in Presentation of Items of Other Comprehensive Income in June 2011.
Mr Pacter believes that the Board has missed a golden opportunity to align the performance
stat ement wi tConcdpthat Frafhewsnk dndl,sthereby, improve information for
users of IFRS financial statements.

DO2 Mr Pacter believes that ideally this project should have provided guidance, to the Board and to
those who use IFRSs, on which items of income and expense (if any) should be presented as
items of other comprehensive income (OCI) and which of those (if any) should subsequently
be recycled through profit or loss. Mr Pacter acknowledges and accepts that this project has
amore short-termgoali 6t o i mpr ove the consistency and cl ar |
OCI 6. He believes that this pr ojoowingréasonst s t o d

(a) Consistency is not achieved because the standard allows choice between presenting
performance in a single performance statement or two performance statements. Users
of financial statementsd and the Board itselfd have often said that accounting options
are not helpful for understandability and comparability of financial statements.

(b) Clarity is not achieved because allowing two performance statements is inconsistent with
the Conceptual Framework. The Conceptual Framework defines two types of items that
measure an ent idtincdme and expenses. nva Racter believes that all
items of income and expense should be presented in a single performance statement
with appropriate subtotals (including profit or loss, if that can be defined) and supporting
disclosures. This is consistent with reporting all assets and liabilities in a single
statement of financial position, rather than multiple statements. Unfortunately, neither
IAS 1 nor any other IFRS addresses criteria for which items are presented in OCI. And
the recent history of which items are presented in OCI suggests that the decisions are
based more on expediency than conceptual mer i
the more reason to have all items of income and expense reported in a single
performance statement.

DO3 Mr Pacter believes that the Board should breathe new life into its former project on
performance reporting as a matter of urgency.
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Guidance on implementing
IAS 1 Presentation of Financial Statements

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

lllustrative financial statement structure

IG1

IG2

IG3

1G4

IG5

IG6

IAS 1 sets out the components of financial statements and minimum requirements for
disclosure in the statements of financial position, 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,
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 IG3i1G6 provide examples of the
presentation of financial statements. Paragraphs IG7i1G9 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 d&otallcomporehteoh si v e
comprehensive income, including profit or loss. T h e il lustrations use
comprehensi ve iinane and éxpenses thaktabeancluded 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 comprehensive income are provided, to illustrate the alternative
presentations of income and expenses in a single statement or in two statements. The single
statement of comprehensive income illustrates the classification of income and expenses
within profit or loss by f uncti on. The separate statement
statementé) illustrates the cl| aeprsfitbdynatueet i on of

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 significant accounting policies and other explanatory information.
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Part I: lllustrative presentation of financial statements

XYZ Group 1 Statement of financial position as at 31 December 20X7

(in thousands of currency units)

31 Dec 20X7 31 Dec 20X6
ASSETS
Non-current assets
Property, plant and equipment 350,700 360,020
Goodwill 80,800 91,200
Other intangible assets 227,470 227,470
Investments in associates 100,150 110,770
Available-for-sale financial assets 142,500 156,000
901,620 945,460
Current assets
Inventories 135,230 132,500
Trade receivables 91,600 110,800
Other current assets 25,650 12,540
Cash and cash equivalents 312,400 322,900
564,880 578,740
Total assets 1,466,500 1,524,200
continued...
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...continued
XYZ Group 1 Statement of financial position as at 31 December 20X7

(in thousands of currency units)

31 Dec 20X7 31 Dec 20X6
EQUITY AND LIABILITIES
Equity attributable to owners of the parent
Share capital 650,000 600,000
Retained earnings 243,500 161,700
Other components of equity 10,200 21,200

903,700 782,900

Minority-interestNon-controlling interests 70,050 48,600
Total equity 973,750 831,500
Non-current liabilities
Long-term borrowings 120,000 160,000
Deferred tax 28,800 26,040
Long-term provisions 28,850 52,240
Total non-current liabilities 177,650 238,280
Current liabilities
Trade and other payables 115,100 187,620
Short-term borrowings 150,000 200,000
Current portion of long-term borrowings 10,000 20,000
Current tax payable 35,000 42,000
Short-term provisions 5,000 4,800
Total current liabilities 315,100 454,420
Total liabilities 492,750 692,700
Total equity and liabilities 1,466,500 1,524,200
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