1.1. Types of economic entities

Paras 20-22: The greater the extent any of the following characteristics of the entity are

- A financial report, a directors” report and an auditor’s

Economic (or businesses) may be observable, the greater the likelihood of dependent users existing: Disclosing | Unlisted | Large Pty | Small Pty | - report must be prepared for each fi nancm\ ywr by: all
structured as a: Sole trader; Partnership; Company; Other — e.g. Managed Investment Schemes, Trusts, i Enity | Pubiocoy | company | company | - dis " all o e o
Cooperatives, Not-for-profit entities, Public sector (Govt.) entities, and unincorporated associations political importance/influence of entity Keeptn. | Yes Yes Yes f;;sg(“,";f;,:‘ o o eport i ot 2,“;';‘.";.5‘\&232 o
1.2. CA2001 (Corporations Act, administered by the Australian Securities and Investment Commission) * Para 22: significant financial characteristics of entity records do so by S/Hs with at least 5% of the vote.
120 Types of companies - General Purpose Financial Reports (GPFRs): a financial report intended to meet the information Prepare | Yes Yes Yes Now | [s293] RS [5294]; (b it s controlled by a foreign company
- Public companies includes not-for-profit needs common to users who are unable to command the preparation of reports tailored o as to ol FR | sy | wsmty | ey | e | Exceotonduetoless asmumed infosvmmetry:
~» any company that is not a proprictary company (c.g. BHP-Billiton, ANZ Bank, Woolworths) satisfy, specifically, all of their information needs. [para 6] Bitjedo | = = N | = stareholders mor ielytobe invalved in management
- Minimum one shareholder (no maximum) [s114] Reporting entities shall prepare GPFRs. Such reports shall be prepared in accordance with SAC's Todge W]~ Voo e e o - shares closely held - withina famiy wnit
- Mostly applies to limited companies that have share capital (and have “Ltd” in their name) ‘and AASB's. [para 41]; the preparer makes the determination s to the existence of dependent ASC | s | s | ose | s | e ot
* Advantages: users; If the directors incorrectly classify the company as a non-reporting entity, disenfranchised [Comply with ~ Yes Yes® Yes® No - Contents of a r,,m,,c.dl rv“porl ‘he financial statements for the
— Ability 10 invite the public to subscribe for shares (must be accompanied by a disclosure users could request the ASIC to make an order under [s294] of the Act requiring the company to p"“sa 2O | 296 2% 52| year: the notes to by
document oz 8 prospects) propare and lodge vith it s GPER. epare | Yes Ho - No | the rsulaions, notes el by i accounting sandirds, any
~ Fewer restrictions on raising funds from public 13. Australian Accounting Standards and the Conceptual Framework: issued by AASB (Australian SR e o o o 522 5297

~May be listed on the Australian Securities Exchange (ASX) if it meets listing criteria
Proprietary:
— a company that is registered as a proprietary company (deliberate decision o be one) [s45A(1)]
- 51 non-employee sharcholders [s113(1)]
- “Pty’ in its name (Pty Ltd, P/L)
- Cannot raise funds from the public
- Classified as cither small or large according 10 three threshold tests [s45A(2)]:
— Gross assets of $12.5m at end of FY
~ Gross operating revenue of $25m for the FY

Accounting Standards Board): AASB1053. GPFRs are prepared according to relevant AASBS/IFRS
IFRS: International Financial Reporting Standards; SPFRs: Special Purpose Financial Reporting Standards
Non-Reporting Entities (NRE)
- DE & listed public companies — unlikely to be NRE ($/Hs are most likely dependent users)
- Small pty companies highly likely to be NRE, but w diff reporting options under CA2001
- Unlisted public companies / large pty is NRE: must prepare FS (SPFS) applying AASBS/IFRS,
but only required to meet disclosure requirements of 5 stds (AASBI01, 107 108, 1031, 1048)
DE: mostly deemed to be RE so must provide FS, applying all relevant AASB’s
Small pty: generally don’t prepare GPFS (unless ordercd), and unlikely to have dependent users.
— Where GPFS preparcd, must applying all relevant AASB's

e et deslaation bout !he sttements and noes
- Justification: Informati is assumed between sh
managers

— Financial reports are the mechanism by which information is conveyed to shareholders and other users.

other users) and

deisions
— shareholders can specify whether or not company has to comply with AASBs [$296(1)(b)]
— ASIC can make general or specific directive to determine whether or not AASBS apply
‘The rest of Part 2M 3 does not apply to other small pty companies (ic. differential reporting)
The Snancia sport .. : compiy it he sccounting wandards 296, show » IEISEETSERIEIR of
t f compliar Bs does

not m\ull e ot v (onus on preparer) [s o fies
n 2~ Half-year financial mparl and Pl feport: CA 2001 5298-301 [s306 half-year]

- 50 Equivalent full-time (EFT) employees at end of FY "Tier 1: AS - incorporses [FRS and anyother A 2001 298301 [+
- small or large: Do potential ‘Dependent users exist? requirements specific to AUS entities on significant matters & ever
- Half-Year Reports (AASB 134: Intc Fi Il Reporting): A DE t
Why distinction? Differential eporting /less onerous financial reporting burden [$292(2)] ety ier 2: A - Rl o Kegaenans drectors report rf,r‘my.auyc;’;‘n’é‘hé‘lf".ﬁ'caﬁmﬁf.xfiw’ audited ol o n audorsrepot;

small if it flls below two of the thresholds (CA2001: only required to keep accounting record)
large if it meets two or more of the thresholds (required to prepare annual directors reports and
audited financial statements and send them to S/Hs within 4 months of each year end [s292]. J7
must lodge audited accounts with the ASIC [s314].
Required audited accounts are the Statement of C Income o
Financil L the Balance Sheet (formerly Statement of Financial
Position) and the Statement of Cash Flows and these accounts must show a true and fair view of
the state of affairs of the company.
- A company may also be deemed (o be a disclosing entity: an entity that has issued enhanced
disclosure securities (ED seeurities) [ss111AC(1)]
- ED sceurities:
s securiies are listed on a licensed market e.g. quoted on the ASX [s111AE]
s securities are issucd, via a disclosure document (a prospectus), to more than 100 holders w1

e incoportes il ecoiion nd messurrent

disclosure mqmren\ems [IASB equivalent — IERS for
sM

E's]

Distingished by eniying wheter o o the oy
s publicascounahilny secounabiiy o those exising

ves No

b pmemm] resource providers.
e ke ceamomi de

a i met thel
%0 SPFR or GPFR reqursd) | par needs.
AASB 1053 effectively splits the RE into sub

st nforaton
categories which allows those without public
accountability to choose to disclose less than
full AASBs

Non Reporting Enciry
N0 GPER required)

requied) an overarching role over the rej

‘ Reporring Eniry ‘

Corporations Act 2001 (CA 2001): The Act has

and lodge the financial report, the directors’ report and the auditor’s report with AS

Division 3 ~ Audit and auditor's report: CA 2001 2M.3 Division 3

= specifically required to state (amongst other things) whether or not, in their opinion that the
accounts (i.¢. the financial statements and notes) give a true and fair view of position and
performance, are properly drawn up in accordance with Accounting Standards and CA2001, and
complies with the IFRS — Unqualified Audit Opinion
Division 4 ~ Annual financial reporting to members

- Obligations to S/Hs: directors” it and
can eleet f0 be sent [CA 2001 5314] withi or for disclosing
‘entities and public companies, carlier of 4 months from reporting date md 21 days beiom Annual General
Meeting (Note: AGM must be within 5 months of reporting date) [CA 2001 s315]

No obllg,suon 10 send half-year report to members (most do)
— Lodging reports with ASIC - Obligations to ASIC:
D |, m(mn ot 4 s i 13150)0)

s sport st be st

lodge Anual Report (DE: 3 mths after
(DE only, 75 days after % year end

framework and the obligations of entities Msg CA2001
- itis a borrowing corporation with debenture issues requiring appointment of a trustee [s111A1] - Chapter 2M sets out the key Financial Reporting and Auditing obligations of comy Component. thority Reportng|
1.2.1. SAC (Statement of Accounting Conceps) 1. Reporting entities: ...all entities (including economic entities) Part 2M.2 — Financial Rmm, ‘A company...of dM losing entity st keep written financia] records that (g) Py ———— prESper cbboatons | opigaions | RSNG| AASB 1083
in respect of which it is reasonable to expect the existence of users dependent on general purpose. oty esord and el i ,, s i [(Mm‘ o S P Posion e v o under CAZOT | (oE orNRE) | (PAr Nol PAI
financial reports for information which will be useful to them for making and evaluating deci Part IM.3 - Financial Renartine: e o Ty
about the allocation of scarce resources...(An entity may or may not be incorporated) [parad0] P g S st g b Stcf Chanaes n Bty Financil - 29501 o’ | WY toporss | FECPFS | PA-Tert
- dependent users: ... users (who) cannot command the preparation of information to satisfy their ods by which F preparing FS (+9] [Statementof Cash flows [ ggpory 2 107. 5295(1) prer— g R
individual information nceds... [para8] Division 1 Anual fnancil reports and drctors rcpom Notes to the accounts Various AASBs vy | A [{E-OYS | PAoThel
fenifies users and I customers, govts and DisGions: st al dedlafalions 5295(4)
ther agencics, public); Paa 19: In many » willbe Auditor’ report £5288.300 soary | el TR AT ua-
readily apparent; [Drectors'report =201
4. External Financial Reporting (EFR) Framework - The objective ofmlsS!andmdls to 0 them. Toa large extent, FR Goals

140 The Australin Securites & Investments Commisson (ASIC)
. Independnt edera Gowt.bod ‘corporate watchdog’
Role:« sole espansiilly fr adminis 5 legi US — enforces and regul

[para 1]
- This Standard shall be Tor PPE except when another Sandond reduies or permits
different accounting treatment [pm 2
This Standard dogs ot apply (0 PP clssifid as held orsale inaccordance with AASB reent
Assets Held for Sale and Discontinued Operations; biological lui e s

unlikely (0 be achieved in full.
OBL2:21 afoabout RE GPFR provide ifabou il s s ssnomis soursss nd s
(ER&C) against the RE, and 2 . This info help users.

all corporate activity (including directors and companies, financial markets and financial services) Ldeutify entt al it and slvaney sses 1
« Aims to ensure fair and transparent markets supported by confident and informed investors finaneing. predict how cash flows wil Liuture
* Link to EFR: - Link to EFR: Financial reports must comply with Australian Accounting Standards (CA 2001 5 286) ‘cash flows ) and
~ensure FR's lodged with ASIC adhere to CA 2001 (including AASB's) - AASws L niwhble for entity 1o use in its operations i
issues pronouncements, class orders. policy statements and practice notes < IFRSs are developed o - ERACrcait o fnncilpestosos and ober evestssuch s ising et o equity

141, The Australian Prudential Regulation Authority (\PRA)
Nature: « independent federal govt_body that regulates the financial

A wplicd by not-for-
profit entities in the public and pr 1 additional matters, such as discl
requirements (ipically in o wpxm\c sandand) on s oot covecd by FRSe

- lnfnnboutRE’sf o perfomance e d the RE's retum tomic resources,
assess how well mat hos used he eniy's Tesources and asacs Unceriainty of fore cas lows (e
peromance s usfl n predietng e rtums)

e s. For cxample, paragraphs . : o ot . R
 responsible for prudenial financial for promoring financial in adied by e 22T m=pf=m=d AT i 4o by e AAGE e et b T S o A P o
Australia deleted by the ;
inf soely about cashrecipts and paymmen

- covers bank jons, building societies, general insurance and reinsurance companes, ife 145, Accounting vmfmlon.l Bt ncasure etity’s b r R, o D et

murance, private halth imaurance, Fiondly socites, and most of he Superamuston mdusty (ot e Nal

managed super funds) Role st the code f thes and profesiona standads by which mersbers of he Avstalias e - Info’ about a RE's cash flows doring a perod helps vsers to assess Andersand the entity’s ability o generate
 retectsfnancial intersts of“bneficiaris’ (depsitors, insuran polcyholders an superanuation fund professional bodics (CPAA / CAA&NZ / IPA) must abide future cash flows, how the RE obr wing

mbers) Link to EFR distibutions o investors, operating, fnancing and investing activitis and liquidiy or solvency and other info

safety and soundness in cnt by financial institut ot i sbout financial performance
s soundios e behaviour and 1 by financialinstitutions, by "APES 205: Conformity with Accounting Standards — a professional standard issued by APESB about financial perf EiAE [ e
Power: « requires firms 10 provide financial information L risk — including info’ to consistency — mandatory on all members 0 and the
assess capital adequacy, camings and performance, asset quality, ec. - 152, Qualttive charaterstics of useful inancial nformation
a2, The Autan s Exchane (%) The key sources of regulaion for  listed company in e T o o C5:16; Fundamental qualtative characiristos
b operates Austal’ Australia are ype| Diocoting | Pubd | Large | Smal P making 3 diffeence i the decisions
ROl e e sapi s he Corportions Act, which is administored |29 cors Piycoys | Pty coys made by users, whether the users se it or no;inf iscapable of making a difference f it has prsdicive value
i 0 s el playing ild for al investos e g prohibis nsidr tading) .
 the Australin Seeurties and Investments | cazoor |, 7| 7| < _ Faitfur
Lt Rules e B Commission Asi0) Qc13), e mhe seeton o st of st (QC1 . 1 o
ding on 2000- listed entities - Australian Accounting Standards and the aor : nd he processes the nfo (QC1S).
. ony i1Re :
~ must be consistent with (and ) CA 2001, AASBS and ASI Conceptual Framework, issued by the mses |V VoY ez tlocs ot mesn perfotly acours 1 allapects)
~ stautory backing of Australin Accounting Standards Board © Ml v
— requires continuous and periodic dis Australian Securities Exchange Listing Rules ASx | Uswdony | Usdony| N e anitude. or both, which 0 .
143, The Financia Reporting Councll (FRO) Ls. Conmpmal Framework comprises: | 1 oo s Comuaity. eab. s, rndaiy
Nature: MVMX under ASIC Act 2001 : Elements of Financial Statements (Par
deral Treasurer, i - Th for the P Financial Statements); 1.53.1. Measurement of Financi lemun-B:lI:mce Sheet
vmfesslon sovtand regulatory agencies fevised lian Conceprual 0 1as8 + Assets —a resource contrlled by the enity s reslt of d from which benits
nction and advisory role seting process o Frsmowort- TAGS Chapen 1 &3 s A5 i 6228 31 "
~ Appoints members of AASE ~Sets out he concepts that i - Liabiites—a from pestevents. which is expected o
~ Approves and monitors AASE activiies and funding, incl. fsprioritis, business plans, budgets and Desgned o gsis preprrs of nancal smun\ems@mw e of £ n deing wih mpms ™ v from the enity of resources embodying ccoromic beneits
staffi g amangements AAS, or where - Equity - the in lhe assets of the entity after deducting all its liabilities
termines AASB direction (¢.g. development, tion and adoption of IFRS) V:'P““d ‘"k“'"f"""“)\“("" s T 1.53.2. Measurement of S
- AASH -Framework s notan A4 issve - in cconomic b the in the form of inflows or enhancements
o s Nothin n the Fameorkoerdes sny e i AASB s of assetsor decreases o iailtesthat result i increasesin equity. other than those relating to contributions
A4d4. The Australian Accounting Standards Board (AASB) - IASB currently working on absorbing RE Concept into its frmework (SAC 1 will then be withdrawn) from m“"; partcipants . . — e h
Nature: Comorate body under 1,50, Seope of the requies udgement . form of eutflows or dep
e Shoman spmnied by Federal Treasurer, pat time members appointed by ERC ope s g, dos ot - Expenses — decreases i cconomie benefts during the accounting period i the form of ouflows or depletions

of assets or incurrences of Habilties that resul other than those relating to distributions.

Role: + Reports to FRC consstncysmon s s

o cquity participants
* Link to EFR: 151 Th neral purpose financial ) (Chapter 1)
1.5:33. Recognition: i benefi tem will (in/out)flow, and the item
~ develop accounting standards (commitment to IFRS) Oy The objective forms the foundation of the Framewor i ceommton L b piboerle = . (infoutflow, and the it
e exposiredats (BD's) sty based an ASB ED')and itrpreatons is useful 7 g e ot o value that can =) P
~ developa conceptual frame providing resources to the entity, L. buying. seling o holding equity and debt instruments, providing or setling loans T T alens o i valaes a0 esoreng i
 participate in I fa single set of use and it foms of et et Fecevaties o costess proviion for vkl
- Australian Accounting ST Uuﬁ.mmomrrkuwmmdepm s e s b e st ¢ (by Current cost - cash or cash equivalents to acq P =
urrent cost - cash or cash equivalens o acquire an = = =
to provide guidan financial di , market price 2nd unceriaingy. equivalent asset currently voive
* Recognition & Measurement. ﬁm&ﬂﬂ_ﬁﬂ\mﬂm& Users need of the entity, the smmumumjmmx. md (c) Realisable value - cash or wsh equnvalems currently 3 ort | cont (mostiy les depreciation or
 Disclosure for voting abtainable from an orderly dispos revaton ode recoverable
« General accr P): Materiality: oncern dossons; Most s e dependent ser (vl o R L prode no vty o sty on GPFR) o e ) vl o expected o
financial statements imitations of G —users must consider pertinent future net cash flows generated in the normal course of business o
+ Bold et v o boldprsgrphe: b~ main il and techicl detal aplication, . o o thes soutcs. G e ‘“‘“’ﬁ’ 2o o s owmestinate Sanduds seck (0 1.5:3.5. Financial Capital Maintenance - profit arned when there is [ Gaoies o [Generay camea sl
clarification and guid: Pt bt m including mhowelilto an increase in the net assets for the period. allows more cont unless P seected
Py m useful but frect fexibility — adopied by most entites recures

16. Nommative theories guidance for optimal 2.1. Asset Acquisition: Businesses generally acquire PPE to increase size and expand into new markets 2.2.6. Depreciation: ach part of an item of property, plant and equipment with a cost that I significant in
= presribe what should b done basd on  spcifc oul o objective (achieve economies of scale, etc.) relation to the total cost of the item shall be depreciated separately [para 4:
(T'“] %’“” piual Framework is seen a3 n normative accounting theory 2.1.1. Simple acquisitions: Acquiring assets that are not a business or part of a business - single / multiple - Depreciation methods incl. Straight line, Diminishing balance, Units of use or production
L e Shen Exit assets that do not constitute a business [AASB116] 2.2.7. Determine the cost of PPE:
ositive Accounting Theory (PAT): seek to explains and pred < s -
PAT developed . the nexus of contracts view of the firm and agency theory, 2.1. 2. Business Combination: Acquiring assets that are business or part of a business [AASB3] - Consideration: cash + non-cash
1.6, BREHEVIBEOY: individuals (incl. preparers of FS) ed by self-interest 2.1.2.1. Direct Acquisition: acquiring all or some assets & assuming liabilities, control of assets is - Additional costs: exel. period costs and costs for item that is not a qualifying asset — Cost

‘Agency relationship: occurs when one party, the principal, employs another party, the agent,to undertake some activity
on their behalf. The agent has a duty o act in the best interests of the principal. BUT, managers are assumed lkely to
actin their own interests.

2.8, Acquiring a group of assets: Where an entity makes a single purchase of a group of asses that are not
considered to constitute a business, the acquirer measures the cost according to Ty of the sansideston
and allocates this cost to the individual assets on the basis of their relative FV’s
the date of purchase.

- FV of consideration (1): the amount given up
- FV of assets in total (2)
- Proportion of cost = FV * (1) / (2) for cach individual assct, to be fecorded separately
2.3. Business C taking over existing b ‘row/espand) [AASB3]

achieved directl
2 Indirect Acquisition - consolidation: acquiring a controlling awnmh.p interest in share capital
of company that owns/controls assets and liabilities, involves gaining of control of an existing entity
—The nature of the acquisition will dictate the recognition, masummm ond recording of transaction
2.2. PPE (Property, Plant & Equipment)
2.2.1. Nature of PPE: PPE arc tangible items held for use in the production or supply of goods or services
(used as part of operating activities). for rental to others, or for administrative purposes, and are expected
to be used during more than one period (Non-current) [AASB116 para 6. excl. assets held for sale]
2.2.2. Recognition & Measurement criteria (as an assest):
- u is probable that future economic benefits associated with the item will flow to the entity

acat's behaviour),
assurance 0 th pincpal tha hey are acting i the prinipals bestteress),tesidual 0SS reducion i value of h i ha st

Agency theory is apositive theory because it is used t0 explain why managers prefer accounting policies that increase
proi ot ittions, Such o when he s o plan inked 1 accountmg proft.
Three maj

‘major problems:
- Horizon probleny: differing time horizons, managers short-term, $/Hs long-

term.
Ris avrson managers generaly pree s s s prfehiher i, bigh sk hvgh retum, ~ An entity shall determine whether a transaction or event is abusmess ‘combination, which requires that the

idend fuanagen st P 5 Sl prefer dividends. st of the ifem can be measured reliably assets acquired and liabilities assumed constitute a business; otherwise, identify as asset acquisition [para 3]
T e D s s _ An item of PPE that qualifies for recognition as an asset shall be measured at ts cost [para 15] ~Business i an ncarted st of actvitesand assts ot s apbl b onducted nd mangd o ppsc of
ot nrease Poliicalcox Tikely o prefer - Not-for-profit, asset acquired at 1o cost / nominal cost, the cost s its EY. providing a return in the fom of dividends, lowercost o oihe economic b y o investors orother owners;
‘reduce proft (and assets) 2.2.2.1. Carrying amount is the amount at which an asset is recognised after deducting any accumulated AASB JIIFR 3 identifics 3 lements of a business: inputs, processes and outputs. .
8.2/ The role of accounting in eapita markots deprectation (amortisaions and sccumulated mpairment losss [paa 6] Business combination i  trnsaction cvent in which BT AR
The ecurites mark nges in accounting 222 T aied inpuien lsses The ity shall account for ach businescombination b pplin e sequision mthod, eniying
Dumbers; a4 e o o vesor o e ol N or pots artid s ventory and rogmised n P& 55 th it deermining he aquisiiondat. ecogising nd messuring the

by commetc chanes in ccouning polces

TR oy ISR i o acquirs: and secognising and measuring
goodw.n ora gain from bargain purchase [para4-5]
-~ The acquirer shall disclose mfom\alvon it enables users o evaluate the natreand financil efect ofa
business Detai re. Date of acquisition, Mat’s reason for acaqus

ails of net assels nmulvcd ‘Goodwill or gain on purchase [Aj ppend\x
- Asofthe ncqmsumn date, the recognise, separately from goodwill,the identifiable assets
sequied and) he bl mumed [paral0]
- Identifiable asset is capabl
the entity intends to do so, or, || arises from contractual or other legal rights, regardless of whether those

&
- Other costs of a recurring nature to service and maintain PPE are not Included in carrying
amount of PPE (instead recognised as repair & maintenance expense in P&L)
- Costs of a major overhaul (including major replacement components) may be included in CA (or
recognised as separate asset)
- Costs of improvements are included in CA
2.2.3. Cost the amount of cash o cash equivalents paid or th fir value of the other consideration (non-
sh) given to acquire an asset at the time of ts acquisition or construction [para
Blements ofcost: purchase pice (incl. import dutiesand taxes,after deducting trade discounts and

P a rapid and unbiased adjustmen o new
information so that mm.lmﬂmu.lLuuahls.m&mem Accounting information is a subsct of the information
likely to be used by market partcipants for listed entities, and thus is reflected in sccurity prices.
119 Accounting poliy decision needs to addres fourcomponents: defintion (whetherthe tem involved in  rasaction
or when it should be recognised),
it should be measured). and what inf be disclosed).
110, fen required to judgement.
111 Polical cost: Cons that groupebodics extrnal 0 the frm might e ble 1 s onthe frm
Entities can be adversely impacted by govt & other interested parties; Entiies that are highly visible are more likely to

from the entity and dless of whether

subject 0 poliial ot A d a5 means of ransfrs from the iy to rebates): any costs directl 1o obtain and make
ot or somety J v employee, delivery and handling, instalation and assembly costs, costs of testing, professional rights are transferable or separable from the entit

i s g poliical — s, imsrance duing delivery only) fo bringing the asset o the location and condition - The acquirer shall measure the identifiable assets acquired and the liabilitics assumed at their acquisition-
: with igh poltica o - atresult in insurance during delivery only)

lower profit to reduce poliical visibiity. necessan
1.12. Cash-generating unit (CGU): The smallest identifiable group of assets that generates cash inflows that
are largely independent of the cash flows from other assets or groups of assets.

for it to be capable of operating in the manner intended by management; and
the initial estimate of costs of dismantling and removing the item and restoring the
site on which it is Tocated(at the end of the useful life) [para 16]
- Annual insurance is a period expense, not incurred in the process of acquisition
2.2.4. Borrowing Costs: are interest and other costs that an entity incurs in cm\necl\on Mlh the bm‘mwmg of

date fair values [paral§]

23.1. Fair value: the price that would be received to sell an assct or paid to transfor a labiliy in an orderly
transaction (normal mkt coﬂdlllons between willing, market

at the measurement date [AAS]

L shouit ke o account bt eansacton costs (entity-specific increm. direct cost, FV not adjusted, as nota

unds (interest, fees) [paras]; incl. characteristic of the A or L) & transport ineurred, use FV no., adjusted as they are chr of A or L)
n finance leases, exchange differences from J‘omgn cumcy borrowings 23.1.1. ISRV - rovides idlines anda snale ramework o omrin [ deines FV onthe
225, Qualfying Asset:am asset that neccssarly tkes  subsantal peiod of e (12 iy o g ready or basis of an ‘exit price’. suggests the steps to use for incl. the valuation techniques and uses

its intended se or salc [para

5] a fair value hierarchy (levels 1 to 3), to ab':ul\ a FV ‘measure that maximises the use of observable inputs and
—An entity shall capifalise borrowing costs that are direcily attributable to the s

‘minimises reliance on unobservable inpus. where FV measures are used
acquisition, construction or production of a as part of the cost of 35 Goodill: An ket represcing he (amicpation o, ature cconomic beneisthe hcquier belcves
the asset. An entity shall ecognise other borrowing costs as an expense in the will flow from the net assets acquired in  business combination that are not individually identified and
period it incurs them [paras] separately recognised. c.¢. Product name and Relationships with supplicrs, staff, customers, Location
Any investment income earned on the borrowed funds is deducted [paral 3] ~ The acquirer shall recognise goodwill as of the acquisition date measured as the excess of ither over the
Borrowing costs are taken to P/L once it is ready for use as intended by memt consideration transferred by the acquirer, or below the net of the acquisition-date amounts of the

- When the carrying amount of a qualifying asset exceeds its recoverable amount, the identifiable assets acquired and the liabilities assumed

carrying amount s written off in accordance with the requirements of other Standards; - Goodwill ~ Consideration less FVNA — Consideration — FV/(Assets — Liabilities)

Capitalising costs (including borrowing costs) to PPE results in costs being deferred - Gooduwill recognised as an asset in BS when Consideration > FVNA acquired

and recognised as an expm e in the P/L in future periods through depreclam)l\. - Dr Al assets & Goodwill

alis life, improves the Cr Liability & Bank/Cash/Payables & Share Capital
o he et it o e h g o oot i he P ARSI 6] Dr Additional costs (Expense)
Cr Bank/Cash




