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2.1 The underlying
standards in force at t
use the standards in force

|FRS financial statements in t
periods presented in their first FEAS 1
optional exemptions and some manda
requirement. CTE e the e Staok BT

22 Guidance on first-time ac option is contail ed with

explicitly refers to oth r standards. The trans
apply to Grst-time adopters, except whe;z_. ified

. 7 = : . ﬂ., ”'_5.-._ ::'L'
generaly include any necessary amendments to 1FKoS 1.

[¥KS | para 9]. il pdnos
4 |ru_.i{ m‘l "L. i
I Lﬂ:mﬂwh .l ) g

Objective and scope |

2.3 Anentity’s first IFRS .r“

for part of the period covered by thos b". .'="-!ﬁ.‘|
contain high-quality information that:

<

R

e
'

i TS

® I transparent and comparable over all periods pre

B Gives a good starting point for using IFRS.
I S s 12 2

B Can be produced at a cost that does not & LR
SO

[IFRS 1 para 1}. by
I i ‘ 1 ‘rl_i_i,. | %] uﬁ”Ebi __ '... L

2.4 IFRS 1 is applicable to all entities’ rﬁrﬁ'g.ll RS fina
interim financial reports presented under IhS 34, fﬁf patk s
its first IFRS financial statements. Interim financial 1

adopters is explained at paragraph 2.151 onwards.
[IERS 1 para 2].

o, AT
First IFRS financial statements oS

: ; ,T,.l

: : entitv’s ‘first TERS fir
2.5 Financial statements are an entity 5'-'*ﬁmf s -
< gl R - o o B e, L S e Tﬂi’urnﬂ-f;ﬁﬂﬂ‘ ‘F‘iﬂ.ﬂ“f‘iﬂl ?:.1?'::'-1 1a]



Sldlluadius. e wlth

[IFRS 1 App Al.

1 h.‘I

2 H- Flndnﬂlﬂ.] Statﬂim_ﬂ]_tﬁ am e TS el s - o

2.6 Financial statements in accordance with [FRS s not applied where: A B s

tﬁﬂdards ar

[FRS financial statements if, for example, the entit € an . 0 » 2wk
; : ¥'S mos tit
ooy i cdmz:;'%
- ; b, statements, but then st ed i
m are not consistent with IFRS standards in all respects: ihe previous yiags AN _
2 c 5 g, e

m do not contain an explicit and unreserved statement requirements and contaj

O ":-;'f '."I L
where they conform with IFRS standards in all I‘E:]JZEF laneal compliance with IFR.B»ata fards
generally be the case for financial reporting lnfanndtlﬂﬂ preparéd, 0 it ﬁnaﬂm i .
reporting purposes); .'. compliance with TERS st 4 ds, but the au
I; r (other than where the q tion rela
m  state that they are consistent with some, but not all, IFRs standazgg | standards). NS npcE
s D=6 ) g (A7 1 ﬂ#

®  apply national requirements and some IFRS standards for Specific i ' [IFRS 1 para 4]. ile AN e 1E Rt T
m apply national requirements with a reconciliation to IFRS standap & 028 - Fr TR t::e,;;aﬁﬂ;‘m
[IFRS 1 para 3(a)]. _ o) ." impact of a qualification for non-compliance with IFRS

Y | i'- o Toud

FAQ 2.6.1 — Is the context relevant? u Repeated fivsi-time application u:;: h;#

. al
2.9 Au cutity can be a first-time adopter more % :'5111-1 .
appi:ing IFRS standards for various reasons and th :C
standards again, although this would be unusual a:;gd
serutiny. There might be a dlﬂ'erence betwqen
purpose statutory financial statements and

¥

FAQ 2.6.2 — Does group reporting financial information qualify as [FR u
financial statements? 115

FAQ 2.6.3 — Where the most recent financial statements previously con .1
with some, but not all, IFRS standards, will the financial statements qua

el

first IFRS financial statements? i il ,\\ comply with specific regulatory requirements (fur examplu,
lead to the situation of an entity having more than one Hdhﬁ
2.7 Financial statements might also be an entity’s first IFRS financial statement UFRS 1 para 4A]. o bt

where its previous financial statements: ViIeH

W were pre 3 ,fﬂ ALFTER Y, ?
prepared for internal use, without making them available to owners FAQ 2.9.2 — Repeated first-time adoption :
other external users; '. "
1 { b
B  were pre d 2o
F pared for consolidation or group reporting purposes, but ai_ﬁ Recognition and measurement . e
complete set of financial statements under IAS 1; or - | it i el
B do not contain comparatives. 1k Date of transition ! ot TR
r o VTGS 1"
. 2 Ta oy
[TFRS 1 para 3(b)~(d)]. - 2.10 The date of transition is the beginning of the earliest ps
e | entity presents full comparative information under IFRS E

IFRS financial statements. IFRS 1 requires an entity to pre
opening balance sheet as a I:nx'mmrj,nr statement at the date IIE T
standards. IFRS 1 does not reqmre an entity to prqsﬂﬂt rt:ltl.kl e
in its interim financial report in the year of first-time adoption. | ]

jf'- good information for users and can be included either in th

ancial statements: no comparative inform 'im

SF[‘A[Q 2.7.1 - For an entity that has historically been preparing ﬁ“a“mal il
‘:i;n}]?cms using multiple GAAPs, none of which are [FRS, what is 1tS *l eyt
G for the purpose of its first set of IFRS financial stzantﬂn'n'fﬂl'fﬁ'It

FAQ 2.7.2 - First IFRS fip
preésented

S,

© 2020 PricewaterhouseCoopers LLP. All ri
NN



First-time adoption of IFRS (IFR> 1)

report or In a previously issued transition document Co

discussed in more detail in paragraph 2.138. mpar'ﬂtivﬁ_ |
! Ody

[IFRS 1 para 6]. [IFRS 1 App Al. .af%
|,-‘

Accounting policies |
Accounting policies throughout first IFRS financial statemens ‘n
2.11 Entities should use the same accounting policies thre i

[FRS financial statements and in their opening IFRS balal:lghnut;thﬁ:_ !
accounting policies should be those complying with the accguce-ahe“.t-.,'&!f
effective at the end of an entity’s first IFRS reporting period Nting ¢

[FRS reporting period is the “latest reporting period covere .
[FRS financial statements’. An entity adopting IFRS standg
should use the current version of an IFRS standard thr

presented in its first IFRS financial statements.

An engigy. T4
rds for the ﬁm':ﬁri
Oughout tj iy

© Derigy
[IFRS | para 7). 4I
2.12 The IAS 8 disclosures for changes in accounting policies are not re
for a first-time adopter. IAS 8 also does not apply to changes made to accoupfy
policies during the period of an entity’s first IFRS financial statements __"I.i

includes a change in policy between publication of an entity’s first IFRS inted
report and the entity’s first IFRS financial statements. However, an entity my

explain any changes in 1ts first IFRS financial statements and provide updi

reconciliations (see further para 2.143). This disclosure requirement also 'a;:_.;j__'*
where an entity changes its use of the exemptions in IFRS | between thei"w";’
report and its first IFRS financial statements.

[IFRS 1 para 27] P
FAQ 2.12.1 — Standards in force at the end of the first IFRS reporting
not vet known |1

o
]E_.l'_

FAQ 2.12.2 - Change in accounting policies during year of first-time adﬂ_,r‘
Standards not mandatory at the end of an entity’s first IFRS reporting Femﬂ'.-

213 If an IFRS standard is not mandatory at the end of an entity’s first T
"eporting period, but it allows early adoption, that IFRS standard can be I

the entity’s first IFRS financial statements. IFRS 1 does not require an Eﬂq'g
HS¢d more recent version of an IFRS standard, but rather explains the advan i}
o applying a more recent version of an IFRS standard.

UFRS 1 para 8].

first 4P

: b rer
2. 14 Entities do n

1T -

ot have to base their choice of policies, when

First-time adoption of IFRS (IFRS 1)

]I'Iiﬁﬂl I‘E{:ﬂg'l'liﬁﬂn and mﬂmmlﬁl BN i) s U At | A BSE el N iy
TR EED Wy A ridy vea) oo B! T g
2,15 All items in an entity’s opening IFRS balance sheet should be recognis
and measured in accordance with the standards in force at the end of an entity's
first IFRS reporting period. These requirements are applied retrospectively as
follows:

gheapl MLt T Y I 1eheten | ﬂl

= Recognise all assets and liabilities whose recognition is required by 1FRSs
standards.

i L R

= Do not recognise items as assets or liabilities if IFRS standards do not
permit such recognition. | 2350 St

s Reclassify items that were recognised as one type of asset. liabi W
component of equity under previous GAAP, but that are a;hﬁ’emntw

= s A L1 o ‘

asset, liability or component of equity under IFRSs standard. .

r 5 B
-II

m  Apply IFRS standards in measuring all recognised assets Endllahﬂlﬁe@,‘ ¢

916 Maost changes made on adoption of IERS standards should be dealtwith as
adjustz.ents to retained earnings or another appropriate category of equity a

dat+ of transition. Certain assets might be measured at fair value with.
¢juity. The adjustments to recognise those items should be made to a category
equity other than retained earnings, as follows: _Jpe

[IFRS 1 para ‘0]

®m The difference between the fair value at initial recognition and the fair value
1 1 Ad A
ughn

e e % s R
at the date of transition, for financial assets classified at fair value thro
other comprehensive income, less any amounts recycled.

B The result of remeasuring derivative financial instruments classrﬁedﬁﬂaﬁ
flow hedges in accordance with IFRS 9. '

1

A L5yl -

B The difference between cost of property, plant and ﬂqmpmenttamﬁ"ﬁiﬁ €

where the allowed alternative in IAS 16 is adopted. L.

There are limited circumstances in which adjustments on tranmﬁ:ﬂﬂ;ﬁi:é ﬁ N
against goodwill (see further para 2.53). lhat= 1.

[IFRS | para 11].

Deferred tax impacts

en il
Tha A

2.17 Entities will apply IAS 12 at the date of transition. There mllql}p‘ﬂ t i
tax impacts from some of the accounting policy changes that are made

transition to IFRS standards or on use of exemptions in IFRS 1. An entity

e b o

apply TAS 12 to temporary differences between the carrying amount o :’i‘r asset
and liabilities and their tax bases as at the date of its opening IFRS balance sheet

These deferred tax impacts should also be accounted for as part of

I I o

mdslE A HaThEar L



appropriale calcgory ol equity. In limit
against goodwill (see further para 2.55) anceg

[TFRS | para IG35).

Mandatory exceptions and optional exe

application

2.18 The general requirement of IFRS 1 is full retro
aa:crmnnng, standards effective at the end of an entity’
period. IFRS 1 has two categories of exceptions Acs 0

mandatory exceptions and optional exemptions,

[IFRS 1 para 12].

2.19
below:

ed circumst

Spective

to full

The exceptions and exemptions, and their application,
are Ellmma

| Mandatory exceptions from full
| retrospective application

| Estimates

‘ Derecognition of financial assets
| i PR I
‘ and liabilities

\
|

‘ Hedge accounting

! Non-controlling interests

| Classification and measurement
of financial assets

Embedded derivatives

Impairment of financial assets

Government loans

Scope — exception applies to

All estimates, unless the bases

adopted are not compliant with
IFRS

All non-derivative financial assets
and liabilities derecognised before
the date of transition, unless the
entity decides to adjust

retrospectively under paragraph
B3 of IFRS 1

All hedging relationships in
existence from accounting
periods beginning prior to
adoption of IFRS 9

All equity in a subsidiary not
attributable, directly or
indirectly, to a parent

All financial assets at the
transition date

All embedded derivatives

Application of the impairment
requirements of [FRS 9

All government grants classified
as financial liabilities under IAS

32

deferreq

mptions from, full
e

*PPlicaie,

retruspf:t:twe ali'plj |1. '

Bagi
My

trg

]
1

2.27

Optional exemptions from full
retrospective application

Business combinations

Share-based payment
transactions

[nsurance contracts

Deemed cost

Leases

Cumulative rranslation

differenzes

Inyestments in subsidiaries, joint
ventures and associates

Assets and liabilities of
subsidiaries, associates and joint
ventures

Compound financial instruments
(from the issuer perspective)

Designation of previously
recognised financial instruments

Fair value measurement of
financial assets or financial
liabilities at initial recognition
Decommissioning liabilities
included in the cost of property,
plant and equipment

Financial assets or intangible
assets accounted for in
accordance with IFRIC 12

Borrowing costs

© 2020 PricewaterhouseCoopers LLP. All rightsérmél:fﬁﬂ;

;!'-'Ilti'é}" ch-uusw to apply IFRS 3 to

First-time adoption of IFRS (IFRS 1)

Eﬁﬂﬂﬂmﬁm»m taken,, . Dealt with:
applies to - from (para)
All business combinations prior ~ 2.46

to the transition date; or, if the

i {:ﬂmhmaimn prior to the
ffaﬂﬂlﬂnn date, all combinations
prior to that date

Equity instruments granted on or.
bﬁfm'e 7 Hﬂwmhnr 2002, or
equity instruments granted after
7 November 2002 and vested by
the date of transition

2.78

All insurance contracts

Any tangible fixed asset,
investment property and a limited
number of intangible assets

2.80
2.81

'|-,|J'

All arrangements that cuntai:l:u.a 2.95

lease

] i e |
All cumulative translation 2@9 Feis
differences existing at the date of

transition PE——
Any investments in subsidiaries, 2,100

joint ventures and associates in

separate financial statements _

Al such assets and fiabilities 2104
whose transition date is different é
from that of the parent/group MR
All compound financial 1 Er_l.i-;" s

instruments where the l'ﬂg‘ti
component has been settle L sabeg - D)

the date of transition !-m—- TN

- TS SR -:'J_‘._«.'.!rf_'ﬁ'nr_h s

Any financial instrument 2.1 o
hoszal T

T

All relevant financial assets or L2 ‘leﬁ:;. $
financial liabilities

. ;53 ‘: i ?:‘r
e
All decommissioning liabilities. 2320 suniins
" =i i
- 1
All relevant financial assets or 2123
intangible assets accounted for in
accordance with TFRIC 12
All borrowing costs 2.124

2007



First-time adoption of IFRS (IFRS 1)

Optional exemptions from full
retrospective application

or sell a non-financial item

Severe hyper-inflation

Joint arrangements

Stripping costs

Extinguishing financial liabilities
with equity instruments

Regulatory deferral accounts
(IFRS 14)

Customer contracts

Designation of contracts to buy

All regulatory deferral accounts
of an entity that conducts rate- |
regulated activities Q

Transition provisions of IFRS 15 2.13¢

Any entity with funct
currency that was, or

eurrency of a hyper. |
economy

10na]
18, th‘E
ﬂﬂﬂ.tiﬂﬂary

transition provisions in IFRS |} 21y b e

with certain exceptions P e (ALY

irst-time adopters can apply ghe 5t
transitional provisions set oy in 213

garagraphs Al to A4 of IFRI.E;””"* 1
0 -

i
- 1

Make estimate |
reflecting conditions
" at I'E:!e.'#ﬂﬂt_iii-tﬂ

Extinguishing of financial
liabilities within the scope of
IFRIC 19

i e e pEL SR 19

22 Certain estimates might not have mr ed by

2q R brevinus GAAP (or at the date of the eum;aarauw

oy ‘ by IFRS standards. Entities ma%;e thnse E:Et]f]]lﬂ_‘fﬂs- on tr2
S estimates on conditions that Eﬂﬂtﬂdﬂttﬁ&ﬂaﬁﬂﬁf I3

comparative balance sheet). Estimates shnulﬂ“ggt e

than the date of transition to IFRS standard E*‘nrjtﬁs

{.

sheet in the first IFRS financial statements. For exampic, a

N
W

! ZNisine

Exceptions to the retrospective application of other IFRS standar

Estimates

2.20  Estimates made should be consistent with those made uﬁﬂ A5
GAAP, unless the bases adopted are not compliant with IFRS
Hindsight cannot be used for estimates, either at the date 0{1 translu_ﬂ?___! i
point during the comparative period, including the end of the compardsita ; frachi s
More information th!.;t cume? to li’ght abuu% estimates made uﬂdﬁf: "] 224 Estimates should be consistent with those made
GAAP is treated in the same way as non-adjusting events after the
date under IAS 10, unless the previous estimate was in error.

[IFRS 1 para 14].

The following decision chart summarises the euidance:

. Lo 2 fair value an interest rate swap when adopting IFRS

- 43 to fair value under its previous GAAP. Any estima €
fair value should be based on conditions at-'t]i&fdgtfegl_ ransIHanie: |
oty (or the date of the comparative balance sheet), and not on later CONGIO

Tl [IFRS 1 para 16).

2.23 A calculation, or method of ﬁmﬂmﬁmﬁﬂ-‘
standards. An IFRS method of estimation should, be USee

used under previous GAAP does not accord with that:
Wit

[IFRS 1 para IG3]. ' Qi

e -_-.”t.!-rl_”!i'l .' 1.-.1-'_'“

a
.
|

S LI

‘after adjustments to reflect any difference in aCCOURTI

; ulei decide to adopt the revaluation model in IAS‘lﬁrfp;
5 1 equipment. It does so from the date of transition, as &€

» AUy rather than as a change in accounting estimate. 1n¢ i

its property, plant and equipment at the date of trans

oo | part of the change in policy (’En-a revaluahﬁ_n._-i 3889 e
o for as of the date of the opening balance sheet und Ry



FAQ 2.24.3 — Estimates: bad debt impairment
FAQ 2.24.4 — Estimates on first-time adoption of IFRS

Derecognition of financial assets and liabilities

2.25 The mandatory exception from full re
derecognition rules in IFRS 9 (IAS 39) appl
liabilities derecognised before the date of transition to IFRS «n \ 8
adopters prospectively apply the derecognition criteria for Standars -
assets and liabilities under IFRS 9 (IAS 39), from the dat:i:n:il:
standards onwards. Non-derivative financial assets and 01'
derecognised under previous GAAP, before the date oF i
standards, will remain derecognised; therefore, those transactions on gy
to be reconstructed. Non-derivative financial assets an dha?:.%
derecognised under previous GAAP, after the date of t:al:sf‘ttli‘rﬁ
standards, will be recognised again in the financial stat on

® " & . Eme | 5 f :I i '.I
adopters, if they do not qualify for derecognition under IFRS g“(lls of b
# : AS J).

AT

[IFRS 1 App B para B2].

Frnspective APl
1es to all ﬁnaﬁg 0p

i
i

dﬂl‘l‘ﬁ i T
ransitio
&hiliti ; TRE oy | | 2 0% _'.'1 5 anba k{14 1) tahay

S
bl n oz DSIROEIESHCN

| QA .P.I;}' T ] T — __:_.___1._
: . : ;Tl-g_::};m_ ' i :'i* '.'.th"” ﬁ‘lﬁ!? nft ' il
2.26 However, an entity can elect to recognise 111c:1r1:41_—u::1~31*i.-.raﬂ:i»,,-.g.h s p e o ﬁfﬂ_%ﬁ %ih :
o . S ._._;.:_' : : it Bl vl 1 R e G el
gnd hab!htlels by Tecanstructmg‘ the related past‘ transactions  if “u-.-i-f’ﬁ;Q ma::mmmmm .. mﬂm | et = R
information is available. An entity can retrospectively apply the dereceg® St 5 ot measured a fir value a5 deseribed [~
. . ol 'L ST below and recognise the comesponding entry ) o 0
requirements in IFRS 9 (IAS 39) from a date of the entity’s choosing lo opening retained camings at the dateof | By
- - : ! , N [AS 32IFRS 9 (IAS 39) ransition. Thecarrying | Cashflow
that such an entity has the information required by IFRS 9 (IAS 39) ai the tim  amount of the hedged item is adjusted by~ b S
- SUT 'ﬂ!ﬂl ﬂ'ﬂ F o

initially accounting for those transactions. i S

o
[IFRS 1 App B para B3]. RONLY,

o sl

4 thatporion of th comulstive change inthe 11| 20
ﬁh'“]?" ﬂﬁﬂfﬁh?s ?’t | O T e ,,__.'_ :
 under previous GAAP, and i uA) abrebonie .' ,.' .ﬁ. B i e :.
| b) that portion of the cumulative change in the :‘r:glml 4y Yo sullse e et .
fair value of the hedging instrument thatreflects | .u| b i

Hedge accounting | 184

ﬂlndﬂslgmludhndguﬂmkmﬂ“uﬂ:mmlj :
Gm,wu:ium{i]mlmusnimdnt{h}; Wi
deferred in the balance sheet as an asset -
or liability.

" - ; F ‘l":;l 10LE
when the designation and documentation of a hedge relationship is e

IFRS 1 does not permit an entity to apply transitional provisions '
adopter of IFRS. Accordingly, the transitional provision allowing €xIS

2.27 Hedge accounting under IFRS standards can be used '*

eim i o) g:.'," -

E

reporting entities to continue applying IAS 39 hedging does not 3991.?;5 o e
adopters. IFRS 9 must be applied in full by a first-time ﬂdﬂpte__é‘:ﬁ 1&: ll;in B
paragraph 6.1.3 of IFRS 9 does permit all entities to apply IA 'ﬁ' . e
accounting to a fair value hedge of the interest rate exposure .gf_--a‘P;- el the roies for PSSl w%;ﬁf.};
financial assets or financial liabilities (and for only such & hﬁl{ge} 4 ,jm“u?.l?“m“ﬁﬁs‘?nm- | ﬁ&@'ﬁ%ﬁﬁ ;
permitted by IFRS 9 and not a transitional provision, this EIEG.‘SIF’.D 1' | fdfﬁlﬁ“mm | RS ﬁﬂlﬂyﬁqﬁ-&hﬂ'
applied by first-time adopters. Additionally, IFRS 1 provides agene_rga e i | e mitien R B
exemption from the requirements to restate comparatives for IFRS 'I'-Iéb The amortsion shuedons Y 304 %ﬁ
discussion in paragraph 2.142 Smecific TERS O transition provisions €22 |t the date amortisation begins Lol R




First-time adoption of IFRS (IFRS |)

;!_23 The first step is to identify and fai
instruments, and to eliminate, at the date of t; value

e ven ansitj
gains that arose on derivatives and were reported ]:1'3“1““: all
were assets or liabilities. nder pre

[IFRS | App B para B4].

dﬁl‘iy 3
0 Ve
o)

vi[}ua GaA

-----
4 1

flow hedge to be re
income and accum
to the incomne SEAE
or if circumsStaues (&

2.29 Entities should then consider whether the i
designated as a hedge under previous GAAP woulg Bip (hy o
relationship under IFRS 9. Hedge accounting under IFRS g"fﬂlifg 2 |

1S COVerag. Mt

recognition of a noi =AEd

46 para 4. The: elements of a hedging relationship under Bra e escrve will be reclassified aga
would not qualify as a hedge under IFRS 9 are accounted fnprﬂhﬁ__ﬁgg recognised. The amount ths
standards rules. Any derivative financial instru [ Under transition date should refle

gter
affected profit or 10ss. If some or all of the t

ments fﬂrmi-
In -.q--: . P '3-1-'-'-. ..:!_-‘__“ T
: prior to the transition date, the ﬂgwm_’l 2

relationship will be measured at fair value, with changes in fyi:
 in fajr

recorded in profit or loss, except for hedge of a net

[IFRS | App B para B6]. Ll iricome statemeRt e B i A
w88 [(FRS | App D para IG60B]; 4.8

i = L {8 L " o My ."‘-“' ='I;il~."".'1‘. "'q.'. L

2.30 If a net position has been designated as a hedged item undes o @ | WAQ 2.33.1 — Cash flow hgdga:-anggtqyii:n;g;_ S

F}AAP. entities can desi gnate llndmdual items within that net PGSiﬁnﬁ'_‘ 34 Hedges of a net investment stera “‘wﬁh RS 1

items under IFRS. An entity can only designate the net position if that mea > c;;mulative - nilation differences (ﬁmmmﬁ:).,mhﬂ xeT
§ ki

requirements in paragraph 6.6.1 of IFRS 9. =S a o e from reconstructing G Eﬂﬂ“éﬁ“
[IFRS 1 App B para B5]. -TD:

entity’s date of transition to IFRS. If the exempuior

M entity’s date of transition are recognised in. ret?
v S date. Pre-transition gains and losses on net Invess

2.31 Entities should make adjustments at the date of tramitinn'fﬁi--
relationship that is of a type that would qualify under IFRS 9. The adjusin
put entities in the position as if they had adopted hedge accounting under IFf

up to the date of transition to IFRS standards. For fair value hedge

in retained earnings at the tra,nmtmn Hamj he
applies at the date of transition _1_:ﬂ. TFRS?.'.‘“ Ak
- struments for net investment hedges should
date of transition to IFRS.

£
-

should adjust the carrying value of the hedged item (o reflect the B8 (IFRS 1 App D para DI, o oy Gl ICOEE
hedged risk. The adjustment is the lower of the cumulative change ln.t:ii. B ;i Trie catitican ol apply hedge accout _g"*“"'“*’-'-
of (a) the hedged item, and (b) the hedging instrument. A once the adjustments described above have be 8

—_—

i all of the criteria for hedge accounting at the date

[IFRS 1 para IG60A].

"l [IFRS 9 para 6.4.1].

da

FAQ ?.31.1 — Fair value hedge accounting for financial assets 236 The entity discontinues hedge. amg% .

amortised cost o i hedging criteria are not met poR tr&ll?:;ﬂ-‘ W 0
gOCL - transition date TCIMALES T

: Sl : - 1t EVOCIU™  hedging reserve at the trar® tion is no 10!

FAQ 2.31.2 - Fair value hedge accounting for financial assets - 1 transaction occurs (or the forecast Haﬂ:z:?}; o

i % e
i '.I!:' HFRS 1 App B pal'ﬂ le [[FRS 9 pﬂfﬂ 6'5*6]' gy

/ s 9 s with dsconinued
should be CI¥

1 _ o unde
2.32 A hedging relationship might qualify for hedge accounting UBs:

but the documentation and effectiveness testing performed under the uﬂ
] P 11 e AieCOTIESE

PR R - i
%

2.37 Paragraph 6.5.6 of IF _
oo e where hedge accuun’gmg




First-time adoption of IFRS (IFRS 1)

FAQ 2.37.1 — Not used
FAQ 2.37.2 — Not used it

Fud=1 :j!F'[ n T, i
FAQ 2.37.3 — Not used ; -"ﬂwu P
' InSmayes N

1 1r;

Sl
Itl*

FAQ 2.37.4 — Discontinue of fair value hedge accc}umm
value through other comprehensive income & mﬁ

FAQ 2.37.5 — Discontinue of cash flow hedge 3‘3*‘-?Duntmg 163?11';]‘:?1
Y

eCast trg.

of o

FAQ 2.37.6 — Discontinue of cash flow hedge 3ﬂﬂﬂuntmg et

Non-controlling interests

*_'1 f?;[ i the significance 0 cha apr
738 An entity must apply the following r VL the contractual cash flow char that
4 ot g requirements of IFRS 10 pro account those IFRS 9 requirements. Fnrthl:r,a it

from the date of transition to IFRS standards: 111
1 (13
‘ lﬁ
“la) the requirement in IFRS 10 paragraph B94 that total cur@r
income is attributed to the owners of the parent cmd mr . '.
controlling interests even if this results in the nan—mmmijgp - i"

having a deficit balance;
g a defi ,r, i 9

(b) the requirements in IFRS 10 paragraphs 23 and B93 far” _
for changes in the parent’s ownership interest in a SHbSIdldﬁ*; 0

not result in a loss of control; and N

(c) the requirements in IFRS 10 paragraphs B97-B99 for acc,q;_ﬁ; ng
a loss of control over a subsidiary, and the related requirem *

paragraph 84 of IFRS 5.” P
[IFRS 1 App B para B7]. PR

le to agply trospectively t
that it 18 impracticabl ospedtiys i |
fair valvc of the reIEvan{ | as ; et 0) ': 1;“'1
new £1Uss carr}'mg amnun ﬁ ‘tfia’ u n }-.r_
ﬂ:'l{u-. ananclal hablhf)' H.f the: ﬂitﬁ n u: n

[IFRS 1 App B para BEA]{ 'I o

243 An entity applies the impair ! AJUECES
(subject to paras 7.2. 15and 7 ol gL 2.2(] erl' i

reasonable and supportable informa ." on ;_' de
when the financial instruments were 1niti :
the credit risk at the date of ;raquggp{#n FR
[IFRS 1 App B para B8D].

.ﬂHIFHE

2.39 However, if a first-time adopter elects to apply
past business combinations, it must restate all later business €
must also apply IFRS 10 from that same date in accordance with pe
[FRS 1.

[IFRS 1 App C para Cl].

Government loans

2.44 A first-time adopter f;lﬂsmﬁﬁﬁ aﬂ__&@_ﬂ,
liabilities or equity in accordance with IAS 52
market rate of interest are nnrmal_l‘j_ 111 sured |
First-time adopters apply the requirets IIIS«Q :
loans existing at the date of transition to TFIRS
information was obtained at the time of initiall
| 5" moF first-time adopter did not, under its 11?1?'?1““5; i )
aﬁsﬂt i gﬂvernment loan in aocﬂrdﬂll@ﬂ “ﬂth- B Eﬂ’ .ﬁ_._ .t

carrying amount at the date of transition to IFRS standa
v miint 4 the opening 1ERS Stﬂtﬁmmt @f inanc

S e Hgid 1-1-..

(lassification and measurement of financial assets

240 TFRS 9 has two measurement approaches for financial
idance ll-‘-

cost. and fair value The clascification and measurement gUIGSEEE ot Sigi




Exemptions from full retrospective applicatioy

.
2.45 The general requirement of IFRS 1 is fu] 'I"Ei:i.'iu:':r;a."-l:T . g
accounting standards effective at the end of an ent éf‘iti
period, whether those standards require prospective g h;s...*ﬁf
transition rules. There are various targeted exemptiunsﬁiag%_ o
thig

none of these exemptions could be taken. The eXemptiong iy
analogy to other items. Refer to the table in paragraph Q,]Ijgtght
e

listing of all exemptions.

[IFRS 1 para 18§].

2.46  An entity can choose not to restate any business cnml;’i A

prior to its transition to IFRS standards, and it can apply [ f}h o0 th
from the date of transition. An entity might choose to restate
combinations in accordance with IFRS 3 from any point in s ;
of transition. If a first-time adopter elects to apply IFRS
business combinations, it must restate all business cnmbinatiﬂhﬁ,..
date that is prior to the transition date. The entity also must apply.

36 and IAS 38 from that same date. Only the current version of IFRS 35
a first-time adopter. A combination in
SO )
. 1 pa balance sheet of the

Business combinations

i

consolidated
[IFRS 1 App C para ClI].
| FAQ 2.46.1 — What version of IFRS 3 should a ﬁrst—tlmq. i,

II

emptl

2.47 The main provisions of the business combinations e

5160 q {%

summarised in the table below: |
| rolie

&

LSS

ity

¥ A Y




Classification

248 A first-time adopter can elect to apply IFRS 3
combinations that occur on or after the date of 11-3[15“1091' Pectiq_,el .
not restate any business combinations prior to thn to IFRg a“':"
combinations exemption applies to all transactinnsﬂt date,
standards definition of a business combination, j that E 4
classification under the entity’s previous GAAP.
before the date of transition that was classified as -
to apply the exemption rules.

[IFRS | App C para C1].

Os

FAQ 2.48.1 — IFRS 3 exemption from date prior to transition d
ate

FAQ 2.48.2 — Business combination not included

in the : .
financial statements Previous GAAp
FAQ 2.48.3 — IFRS 3 exemption: step acquisition |

FAQ 2.48.4 — IFRS 3 exemption: business combination o
previous GAAP

assiﬁﬂﬂﬁﬂﬁ.
Mzl

hi

LM

L :'-'f..u'.r;

el

2.49  Business combinations prior to the transition date do not have
restated. All of the assets and liabilities pertaining to those cﬂmbinationg?
be recognised and measured in accordance with IFRS standards. Tiere s
however, certain exceptions to this. 9

[IFRS 1 App C para C4].

Recognition

2.30

The recognition criteria for assets and liabilities acquired and recognisis
past business combinations under the exemption are the same as those for ol
assets and liabilities of an entity adopting IFRS standards. However
LW‘f”"L’f'-‘il""ﬂl'ﬂdir‘tg entries for any adjustments required on first-time adﬂpﬁ;
[H{S standards are different in some cases. Recognised assets and liabifi
acquired in past business combinations should not be recognised in an Gi%E
opening IFRS balance sheet if their recognition 1s not permitted by .':
I.v.lundamls. The adjustment for derecognition is made to retained ﬂﬂﬂﬂf]__E
“:Tllh:r Appropriate category of equity except for intangible assets acd
s combinton. Any intangibe aset recognised on & U
should be udilHEt::il .1["*fl.'.1\fmus G&AP that. cannot b? recognised lﬁlind:fﬂrl'ﬁd.?
and Tmn~+L::;n‘tltmllimll ﬁ;‘:'“-ﬁl L1atisaddedito] gﬂc}{iwﬂ]. f?‘;l’l}' e il

& Interest should also be adjusted against goodWitk

[IFRS 1| App C para C4(r\1

recognised on adoption of IFRS standards if they would have qualified for
recognition in the ﬂﬂparate:halam;;mn&m acquiree under IFRS standards. If
an intangible asset that was previously subsumed within goodwill is recognised,
the adjustment should be made against goodwill. Related deferred tax and non-
controlling

adjustments are recognised gﬁhi.nét reta"med ﬁarmn.gs, or _anhi_ er appropriate
category of equity. ' 7 ’ =~ -
(IFRS 1 App C para (& | il wr o RIS
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interest  should ﬁhﬂtﬁaﬂ‘jﬂtﬁ ed against goodwill. Any other

FAQ 2.51.1 - Recognition of intangible assets when using 1IFRS fexmptmn

FAQ 2.51.2 - IFRS 3 exemption: treatment of jn-pi‘ncess,_“_'_'j_:f resea rch and wq
development (IPR&D) costs ‘

L.
1

557 An acquired entity might have a separately acqmredmmhi‘e*ame’éﬂﬁa
mlat the recognition criteria under IA% 38 _but.w:.e.ns ﬂpensedJ nder previous
GAAP. Tre intangible asset is Tﬁﬂﬂgl‘u‘SE:{} as an asset on “TE D i

standards, and it is included in. an entity’s opening Il:'-:RE haarmi shee
acquistiion date fair value, as adjusted for any mommnn@mm 0 the
dat of transition to TFRS standards. _ Focri h‘rﬂﬂfﬂ

IIERS 1 App C para C4l. u 1Y

253 An entity must recognise all assets 'and‘ hab:htiﬁ;ln’thar’thaﬂ
wﬁerc [FRS standards require the_ir r:a:ngmtmn,‘ whethatﬁr*m ]
acquired as part of a business combination. The mtm‘fﬂxﬁéqﬂ oD
other assets and liabilities is the same, whether they weré e 412
business combination, acquired directly by the reepnrtm'gehtlts' : --,'.. -:
generated. R L AL o Ui 1 e

 TE G e aRaa®
[IFRS 1 App C para C4l. oo\ il

Lt 16 ;:;'!'ﬁ?ﬂiﬁ

Measurement : '
| . 1 1. E J‘:;n. i i '..' eCOUTIS
554 Assets and labilities acquired in a business R e ng basis:

using the business combinations exemption are mMeasuread ¢

I '-..nlﬁ‘h%:_RS e
. . der RN ' lards dale
m  Any assets and liabilities measyr:ed at iﬂ;; ;i:ng;rds;w‘im” S ouatthel
measured at fair value on transition to Al e ‘ﬁ - nn TBNE S
were acquired in a past uSIness combination. My CEe

‘emeasurement should be made against ratamfed:_sm;@ &

' =4t
appropriate category of equity.

on a cost basis unﬂarIFﬁS EEN
carrying value of an asset of liability immediately aiter @
. =

e for any cost-based nmeasurement, g0
~amhination 18 deemed cost r y R

2] For assets and liabilities measured

-
BN M e



Goodwill

the d
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wi P'le‘s-"].fDllS GAAP fair value adjustments dq
fair *f:&{!ye of an asset or liability mmrded““t_‘hav@w.
acquisition becomes its deemed cost for IFR;ndﬂrg; Sl
though the values determined might not Standyp. .
L ‘ _ Comply Wi th* should be rmp;ﬂ ed in.setained
If thﬁai Pnnhng of interests method Was: 6k bl FRg by 1AS 36). Goodwill under p :
acquisition, the deemed cost will pe theapph.;_d{f 13 any previous amortisation or impairm
; Ay ad 0 Carpyie. e s e g s g
acquiree’s books at the acquisition date. ' I"?'a“ (IFRS 1 App C para @ﬂa <) S
W  The carrying value of the o : iz " i TERE etandards preparers’ :
ther tangible and : RET™ Existing TFRS standards preparers can a
not be adjusted, unless: Siblsiand lnt@ﬂb@" I'S;ingent consideration if they have relevant !
. e, " gy Er under the 2004 version of TFRS 3. First-time ¢
they were impaired in accordance with | AS 36. for subsequent changes in mnﬁnﬁfﬂ'cﬂ_,.p AR S
«  the dﬁpfﬂﬂlﬂtiﬂﬂfamurnsatinn charge since the 4 ]Erl.. 257 Goodwill that:was written off to reserves UDCEE PILTC
m_atE”H“F different from the charge calc-liii.,-- Wsitigne®  cinstated as an asset. Gostiniy @t;_.mﬁa g{m d'
with IFRS standards. o ﬂtqd o dCoq, transferred 1o the income Statmt :IFH:IL
. oodwill has previously been written of ‘tﬂ.m R
[IFRS 1 App C para C4]. | S faquiws to be made against gﬂﬂd\’fﬁlmﬂw*@
S | A S TRATH RS
| : ] : . FPATY C ara C4{1}1+ SR | ;
FAQ 2.54.1 - First-time adoption for business combinations: dereaet DaRS L RRPR S | i i
liability | ':;f.-;f':_l.'!j'.'i:-. . oaldv
| s T L GAAP that s dedvei
.FAQ ?'54‘2 — First-time adoption for business combinations: dere soyte®  included in the carrying amount of the A n;
Intangible asset S\l ot reinstated on transition to TERS st nor

: 1 e statement when the associate or joint
FAQ 2.54.3 — Not used ol e

FAQ 2.54.4 — First-time ado
Intangible assets

: . : : : ! T AR
FAQ 2.54.5 — First-time adoption for business combinations: measureme
provisions 1" GO S

ption for business combinations: mes i_:f}"'_;jju;j'r:.j

| FAQ 2.58.1 — First-time adoption fb:J ?'L-;gj .....

359 Goodwill should not be aﬂ]u&tad’ﬁn .r ,
that IFRS 3 would not hava-pel_-m;’f'i?ﬂﬂ;- out t :
GAAP between the date of the business COMBH
IFRS 3 allows a mEasuremem--lpgqeﬁf’E '
acquisition date to Enmplﬁtt:thﬁ&
entity’s previous GAAP trught'-havﬂ.?ﬂl. e ﬁﬁ‘ “ s
adjustments to goodwill made under previous GAAREEE

s ric o

FAQ 2.54.6 — First-time adoption for business combinations; measureiet
finance lease under IFRS 16 s

| ﬁ ' measurement period under IFRS 3 would not be reve

standards.
[IFRS 1 App C para C4(h)(ii1)]-

PR & &
AL T i

5-55b_ undwi!l in an entity’s opening IFRS balance sheet, if
Umbinations exemption is used, should be stated at its carrying amout

¢ date of transition under that entity’s previous GAAP, adjusted €
Intangibles and impairment as

i | .. :i'

Mﬁ g ]

Deferred tax and business i:ﬂmbﬂ'ﬂ#
RO i 1. .
tions from :ﬂlﬂ?ﬁ.i_- ch

7.60 There are no exemp

follows: & adopters. IFRS 3 creates a nﬂﬂhﬂrfﬁ;t%m _
Any  previously recognised intangible assets that do mot 4" = bugmi ﬂzrgjistmants made to amounts |
TR OO I ririt s b il e o % ; R e restated. h . i PO s e
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Yes. Property Co would conclude thgay this
S 18 a bue:

If the concentration test were applied, P,

of the fair value of the assets B

Would
T ) . a-::qu:red 10 b
of similar identifiable assets. Further l;naft NCentry, rated j,
V815 | 18

with uut_puts, to assess whether g Process Uir ch
substantive. A business is acquired, beca 'S acqy I!‘E:d and
process with the necessary skills t Wb

hat
inputs (that is, land, buildings a 7 cmlﬂalt
Identifying a business combination
FAQ 29.21.1 — Share repurchase by investee

Example
NN 1.1

Entity A owns an equity investment in an investee (that meets the 4o
business) that gives it significant influence but not control. m}ﬁ &
own shares from other parties, and the proportional interest. of eniy
Entity A obtains control over the investee. ;

QQO

L mersl g

Analysis _ P '

rliEaus
This is a business combination without transfer of -::ﬂnmder@,ti on, 2

lllh'-

method is applied by entity A. B 1,; ....H

el neE g L

FAQ 29.21.2 — Change in the rights of other shareholders .
ERITAL )

Example
Entity B owns a majority share of its investee's voting etgulrt.?f ET

meets the definition of a business. Entity B 1s precluded tﬂesturs
the investee, due to contractual rights held by the other 1V |

&
rights expire, and entity B obtains control over the investe

111

Analysis

'Slfﬂpling transactic

How ahuuldem‘:hentttjﬁ reat the transaction”

Analysis BTl !&' | i3 1
e wfm .:-".:f::.-.
Entity A would account for the a?;a e hﬂn

applying the acquisition method ‘consideration

o licence. Entity B accounts for the re

radio broadcast
acquisition under the applicable IFRS.

tions and dﬂﬂf'ﬁim.d

&
o
b+t

FAQ 29.23.1 — Are stapling trunsﬂcnuna
considered business cﬂmbmntmns? X

|rrr1, Z.
Question

~of duaz |5'-..'=1
Are stapling transactions and the fmrlm‘aﬁuﬁ of d

business combinations?

Answer

Stapling transactions and dual-listed entities are T ,

n
certain territories. A stapling transaction 1'5:;.:cjr mﬂ o
two legal entities. One legal enjc,tjty issues ;% the 2

(that 1s, stapled to) the securities issued by ﬁkm*r;

and
securities are quoted at a single price

independently.
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Stapling arrangements were discys

. sed b
arrangement that combines S€para i

d : - - . i
further para 29.36 onwards). Analysis |

IFRg :

. _ te entities IC in ,
ownership and voting interests in thI:S and usmﬁsﬁe?s}r 2014 I —— =
combination, as defined by IFRS 3 Staplin Ct;mbmin DY the 11.--' Business combinations (IFRS 3) :
dual-listed entities typically occur W“hnutgt fansactione » 5 i w-ﬂ" -

5

S a Ty i
hE tranﬁfﬂr an lhe f.iib .

' A
(" o # r .i- - " 2 rop T - 1 -, -
The transactions form a business combination. Separation into three transacto actions does

; . S ; S % e I m e e i
not affect the substance of the arrangements. The transactions are linked, and the

NSyl

| .'| .:: - v H ol S

bal | ' 3 : ¥, A S Rl e g . ) s n » : ,'E‘ﬂj.]w G’
tance is that entity G has acquired enlity H's: television _hﬂﬂﬂﬂﬁi‘ el s

it;unu for the combined effect of the transactions as an acquisition of entity .

Merger of equals, mutual enterprises. and roll-up’ ol

.r" [ =
Put-togetp,.,

i
o

in J1 OREMIY b 4id '1i Wil L o
’ ﬂ"' L . e UL RN T I 3 - TP sl
FAQ 29.24.1 — Are the mevger of equals, mutual enterpry gy The acquisition method P o WAL o
r -1 iy v " 5 = rIS-Eﬁ' B " " 14 ps st 1| 1 i hhlba
together transactions considered business combinationss. -t 4 Yollh + | ol iy, ¥WASE SAPYP R
O 'Y £ .':"'I Id't.nrl:r}'rlng I-FIE ﬂf«qulrfr L | U3
| r:‘l s | yd
L il
Question ™ il

. 1 1_,._..L.;.. >
FAQ 2932.1 = How might the ﬂcqnirer--be,iidenliﬁe#'jn,ﬂ m_lpﬁug-.:mmjg;mgut?

4 e
i "llq ﬁn_-n
Are the merger of equals, mutual enterprises, and ‘roll-ug® op ol __ Ques aosy + n SE
(ransactions considered business combinations? put 1-.-_._1-1._4| How 1ight the acquirer be identified in a stapling arrangements-
il .]l wotyesal)
LS Lnswer
Answer 4

N II : . Al e ”ﬁé
e H A stapling arrangement, that combines SEpatate: e:nﬂﬁ-;; andhﬂélni? b‘ﬂ;‘;ﬁ

?ﬁciti{}ﬂ of ownership and voting interests in' the combinin ch &u E:_.-g
li:];isiness combination under IFRS 3. The standard provi ‘guidanit LA

! ?-‘.'-:*_'.1
Co H,"i"_'.

™ e

1 .
LA
Combinations of mutual enterprises are also within IFRS 3's scope. “heie e ehts in the combined
: : : ve voting rights in the ¢ P
" i dEﬂtif‘jiﬂg the acqui.'.‘f:r h},’ ASSESSINE the 1'\31311 g %5%
iness entities 3 h: differences were xot substa AT SR et s B
business entities, but concluded l_hd{ such | g ‘1‘1 FI‘EE-.L.I . eroup. receive the largest portion of ;ha?pt}ngp‘ght&:@%i@%ﬁ%ﬁa
enough to warrant separate accounting. The entity deemed to be t e acquirer owWners, as a group, | entities
using fk . : : Pl gaRs {'”.rl e
T o , : transaction. A Ll oaiEsaan M 1Y 1ib
e . the acquirer in the stapling trai | s
acquisition method. ol o 4 doVoEEReR ik 10\
k :“ B [ - Mw
3 ¢ b i saveral. TG O Al 1 M!IH
‘Roll-up’ or ‘put-together’ transactions typically result where LRl 20 s <. e
i ues
: i ight not cause & & e etho
The IASB concluded that, although these transactions II'tllgl}lt  to otfil typesd S o ther considerations canibe used in identifying the acq
; : ‘ : : Y ' o) wlb-sesrs
entity to obtain control of the combined entity, they are siumild L. sl wit 2onmm 10N

acknowledged some differences between mutual enterprises a1l e combination, The acquirer is usually the combining mn}:i}q%n
combination of mutual enterprises should account for the transaction H entity. This guidance is relevant in identifying which of thcf;ﬁ 1_:.?%%!{ ies is
J," FAQ 29.35.1 - What other considerations can be n&#ﬂ. Iﬂmlﬂg{@ﬁ?ﬁwﬁ
entities in the same market, or in similar markets, combine to form a "'5155_:'5 ——
business combination, and the acquirer should account for the 11'311530@%

BRI, a0 Y : -
3 S PR DaMSN- 8 . !
| e i .~ Answer | v il ey STsSW SRORNETE
the acquisition method. o (1 _ 1ontifcation of the acquirer. ot
.huﬂ' Some circumstances can complicate the. identifications
: : . HAL S : iness e example: I —" s sewt, il
Vultiple transactions that result in the acquisition of @ busines il 2 h- 'th:p;m;" ordinary ~ (common
o i s - .. with overlapping ordinary  (COMMOTL
a1 gd Sy entities :
FAQ 29.25.1 - Effecting a business combination through a s gl

hin (b - not CC ,'nr.fr.: on con ’-‘_..'~_=_,,
shareholders: The effect of common OW Efi’it?;tﬁt@eﬂﬂw AorediR
among the shareholders ores ““‘“""““‘5 ueie of the relative voting nights
e tha accounting acquirer. The et bR TR ST

_ |
rransacrtions

' ':i . l'i II

R b
Sy
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absent the consideration of an

standards. Y. of ‘the other g,
Clo
- o b I's _
Options, warrants and convertible instry "o
as ' AT | ments: e
b o e i and convertible inStru};S. Pmenﬁ&l W
usiness combination) are considered i SIS A5y myen tiNg
acquirer if the hold f : N the determin., J OF gy, i
ers of these instrument Minatig,. .
same as common shareholders. For e S are vieweq tl‘l Of 1, g
_ : 7 Xample O be ., Mo
exchanged for shares in a business ‘:ﬂmblijn . holderg of g
determination of the relative voting fights in ;tlnn can by . ® dap,
¢ comhb Melyg,,,

is convertible and ‘in the money’ prior to th ;

para 75 for further guidance on determining w‘; aCquisitioy,

should be taken into account in assessing cont etlher
: rol.

Otenti.g

FAQ 29.37.1 — Is the acquisition of an established privat : '
entity an example of a reverse acquisition? € entity by

Question

«
»

[s the acquisition of an gstgblished private entity by a small listed st
example of a reverse acquisition? SRR

i
Answer ¥

An example of a reverse acquisition i :
example of a reverse acquisition is where a well-established unlis ed (nd

entity arranges to have itself ‘acquired’ by a listed smaller entity thati

s 2 buge
:11_1(1* as part of the agreement, the listed entity’s directors resign 1
'-rj'w’lth directors appointed by the unlisted entity and 1ts former {JWIIEI"S.TTEE&
for s.uu:h transactions is often that, by combining with the listed entity, ;
trading entity obtains a listing for itself. Although, legally, the listed ent
regarded as the parent and the unlisted entity is regarded as the subsid
legal f‘LlhﬂI‘dl‘ﬂf}’ is the accounting acquirer if it controls the legal parent. 1958
com hmulliﬂn is accounted for as the acquisition of the listed entity bﬁ”hﬁ
entity — in other words, reverse acquisition accounting. Situations Whﬂﬁ'@-
entity does not meet the definition of a business are not business combint™
Generally, these are treated as capital reorganisations. For further

i -
=Tt

g |
4l

discussi®

situations where the listed entity does not meet the definition of a busm"f’_sf._

o FA( ) bR dh P ;
AQ 13.4.12 — Reverse acquisition of a listed shell. il

substance. i
*Xeh, ' directly acquires the other.
way as @ {ransaction in 'ﬂm}h mﬂmm sxetities: &t et e
other. (IFRS 3 part GO} IERS 3 park B BERS S BC100] (IFRS 3
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specify the accounting for the ‘combination’ of the new entity

combination of these two entities is, in substance, a
ation. This means that the acquiring entity’s net assets are Tecorde | at
new entity’s consolidated financial statements. s
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[ Entity A

A and B agree to merge, to b nefit |
combination is carried Out |
to entity A’s shareholders

The shareholders of entities
distribution costs. The business

(New co), that issues 100 shares X -
ransfer of thesh

<hareholders in exchange for the't piShATeS A
<hares reflects the relative fair values of the entities before the COMBIE
EI ..:. -u- ' .-

[s New co the acquirer? If not, which entity lsthe,aaq:mr;tlafhbw = pInALL
accounted for? B RN i i.ﬂ,
Analysis

No, New co is not the
Legally, it has been effected .
o acquiring the other. New 015 @ newW
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New co’s consolidated finan
s a continuation of entity
the acquiree, and acquisiti
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A Presenting entity.
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Business combinati
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substantive using a pey

entity _

A Newco is formed by various unrelated jpy
business. Newco issues equity to the investo
Newco purchases 100% of the equ

Vestorg for

rs f{}r EHEI
ity of a Company.

Is Newco the accounting acquirer? TP Example

Analysis d ll;lﬂldmﬂ comipety A.J’.A Hn@a -i~ et

| . hl:re been identified. Eianageaﬂmt' O e

In this case, Newco could be determined to have economic sypg il :ﬂ . preparing the B businesses for ﬁ[ﬂ]% ﬂfm i
the accounting acquirer, because it was established for e tﬂlme o whﬂ::;;:um sharestnacq e 1.: ﬁmﬁ_r_&
control of a business and not simply a vehicle to combine twq exis| B busin .

Newco, itself, obtained control of a business and is not E{}Ilt[ﬂ]led
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shareholders of the acquired entity. In addition. Newco was not fm Die) enti u!;rsmﬂn o, ver- hﬁq“‘ﬁn buys 75
interests to effect the business combination, but rather it used cash Sl

N cash.
A Hold Co for
various unrelated investors to fund the acquisition. e from
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Step A

FAQ 29.39.2 — Identifying the acquirer through domination of %eyma '

Example

Entities E and F agree to combine their operations and form entity q Al
shares of entities E and F are exchanged for shares in entity G. Enhgy-
C510; entity F’s fair value is C490. The shareholders of each entity mé
relative voting rights in the combined entity. Entity E’s shareholde
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voting rights in entity G, and entity F’s shareholders nwn.49if3 u: sl

- ) L“ .':l'-' I ¥ | BiR I ‘I‘“ E“
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ifa'!,:,"':' ;

_ . : . G's financial staten en u’;‘-‘l.
How 1s the transaction accounted for in entity i

Analysis

nut
This is a business combination hetween entities’ B and FpB
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25%

Analysis

Accounting for the transaction at step B

This is a transaction amongst entities under common dontrol, becater D

controlling party both before and after the transaction. The accounting treu
this specific example is outside the scope of this chapter. A

Accounting for the transaction at step C

Should management of VCP Acq Co identify VCP Acq Co as the acquiterd
IFRS 3 and apply the acquisition method to the transaction? ool U
, )

Yes, VCP Acq Co is the acquirer. VCP Acq Co is an extension Ot
controls the new company group. The debt raising by VCP Acq Co
Elb;tance. VCP Acq Co has acquired New co and the B businesses T
c- '*:]‘P Acq Co rﬂn::.mds the assets and liabilities of the vaUiff:d' b- |
onsofidated financial statements at fair value in accordance with IFR
records a 25%, non-controlling interest to A Hold Co, measured either at o
4t the non-controlling interest’s proportionate share in the identifiable BEE
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Can New co be identified as the
acquisition acc:ﬂuntmi in its co .:-E
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Analysis

No. Under IFRS 3, New co cannot be the acquirer. Enuty s fas STxE=E SR 7o
is the seller, so New co has effectively been formed and issued Suaies 58 =EEed =
business combination. Nawmﬁ L
and New co is not a business com
reorganisation of entity B (see FME@
liabilities are included in New co’s coi
combination carrying amounts, vithout
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New entity formed to acquire an

FAQ 29.41.1 — New entity formed to acqui

It is not uncommon for a new pam 1t €nl
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There is no specific gmdanoqull;"‘ _i 3
existineg eroup by 1SSUIng Shal'ﬁﬁ,ig,},



