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Today’s Agenda
Introduction
Highlight of critical requirements of
HKFRS for Private Entities and
compared them with HKFRSs

Transition to HKFRS for Private Entities

Highlight of Differences between HKFRS
for Private Entities and SME-FRS
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Today’s Agenda
Introduction and
Definition of Private Entities
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Introduction
• In July 2009, the IASB issued the International
Financial Reporting Standard for Small and
Medium-sized Entities ((IFRS for SMEs).
)

• HKICPA considers that IFRS for SMEs should be
adopted in Hong Kong as a reporting option for
eligible private entities.
• Then, in April 2010, HKFRS for Private Entities is
issued with certain amendments to suit Hong Kong’s
circumstances
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Introduction
• Compared with IFRS for SMEs, HKFRS for Private
Entities has the following differences:
a Replacing the term “SMEs”
a.
SMEs in IFRS for SMEs by
“Private Entities”;
b. Replacing the recognition and measurement
principles in section 29 Income Tax of the IFRS for
SMEs with the extant version of HKAS 12 Income
Taxes; and
c. The measurement of deferred tax liabilities
associated with an investment property measured
at fair value is capped at the amount of tax that
would be payable on its sale to an unrelated
market participant at fair value at the end of the
reporting period. (PE.P13)
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Introduction
• HKFRS for Private Entities is a financial reporting
option (PE.P16)
• That implies
– All HK incorporated entities can still choose to use full
HKFRSs
– An entity qualified under both SME-FRS and HKFRS for
Private Entities can still choose SME-FRS
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Introduction
• HKFRS for Private Entities contains
–
–
–
–
–
–

Preface
35 individual sections
A set of glossary
A derivation table
A basis of conclusions
A set of illustrative financial statements and presentation
and disclosure checklist

Effective Upon
Issue
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Today’s Agenda

Highlight of critical requirements of
HKFRS for Private Entities and
compared them with HKFRSs

© 2010 Nelson Consulting Limited

8

4

Section 1: Private Entities
• Private entities are entities that:
a. do not have public accountability, and
b publish general purpose financial
b.
statements for external users. (PE 1.2)

Public
Accountability
External Users

An entity has public accountability if:
a. its debt or equity instruments are traded in a public market or it is in
the process of issuing such instruments for trading in a public market
(a domestic or foreign stock exchange or an over-the-counter
market, including local and regional markets), or
b. it holds assets in a fiduciary capacity for a broad group of outsiders
as one of its primary businesses.
• This is typically the case for banks, credit unions, insurance companies,
securities brokers/dealers, mutual funds and investment banks.
© 2010 Nelson Consulting Limited
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Section 1: Private Entities
• HKFRS for PE
– Does not have “size test”
– Does not require shareholders’
shareholders approval
– Does not restrict HK incorporated entities to those
selected Section 141D of the Companies
Ordinance

Public
Accountability
External Users

• In consequence, the following entities meeting
the definition of “private entity” may still elect to
use HKFRS for PE:
1. A HK incorporate
p
entity
y cannot obtain the
shareholders’ approval to adopt section 141D
2. A HK incorporated parent
3. A HK incorporated listed entity’s subsidiary
4. An entity limited by guarantee
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Section 2: Concepts & Pervasive Principles
• Objective of financial statements of private entities
• Qualitative characteristics of information in financial statements
– Understandability
– Relevance
– Materiality
Similar to full
– Reliability
HKFRS
– Substance over form
– Prudence
– Completeness
– Comparability
– Timeliness
– Balance between benefit and cost
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Section 2: Concepts & Pervasive Principles
• Financial position Æ statement of financial position (balance sheet)
– assets, liabilities and equity
• Performance Æ statement of comprehensive (and income statement)
– income and expenses
• Recognition of assets, liabilities, income and expenses
– “probable” and “reliable measure” criteria
• Measurement of assets, liabilities, income and expenses
– Only 2 common measurement bases are listed,
• i.e. historical cost and fair value

© 2010 Nelson Consulting Limited
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Section 2: Concepts & Pervasive Principles
• Pervasive recognition and measurement principles
– Based on pervasive principles that are derived from the HKFRS
Framework and from full HKFRSs (PE 2.35)
2 35)
• Accrual basis
• Recognition in financial statements
• Measurement at initial recognition
• Subsequent measurement
• Offsetting
– An entityy shall not offset assets and liabilities, or income and
expenses, unless required or permitted by HKFRS for PE (PE 2.52)
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Section 3: Financial Statement Presentation
• True and fair view
• Make an explicit and unreserved statement of compliance to HKFRS for
PE in the notes
– Comply all the requirements of HKFRS for PE (PE 3.3)
• Going concern
• Frequency of reporting
• Consistency of presentation
• Comparative information
• Materialityy and aggregation
gg g
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Section 3: Financial Statement Presentation
• Complete set of financial statements
a.
b
b.

c.
d.
e.

A statement of financial position as at the reporting date
A single statement of comprehensive income
(or a separate income statement and a separate statement of
comprehensive income) for the reporting period
A statement of changes in equity for the reporting period
A statement of cash flows for the reporting period
Notes, comprising a summary of significant accounting policies and other
explanatory information (PE 3.17)

Full HKFRS requires but HKFRS for PE does not require
• a statement of financial position as at the beginning of the earliest
comparative period (i.e. 3rd year’s balance sheet)
a. when an entity applies an accounting policy retrospectively or makes a
retrospective restatement of items in its financial statements, or
b. when it reclassifies items in its financial statements.
© 2010 Nelson Consulting Limited
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Section 3: Financial Statement Presentation
• If the only changes to equity during the periods for which
financial statements are presented arise from profit or
loss,, payment
p y
of dividends,, corrections of prior
p
period
p
errors, and changes in accounting policy (i.e. no items on
comprehensive income),
– the entity may present a single statement of income and
retained earnings in place of the statement of
comprehensive income and statement of changes in
equity. (PE 3.18)

No such
alternative in
full HKFRS

• An entity may use titles for the financial statements other
th those
than
th
used
d in
i HKFRS ffor PE as long
l
as th
they are nott
misleading. (PE 3.22)
• HKFRS for PE does not address
– presentation of segment information, earnings per share, or
interim financial reports by a private entity. (PE 3.25)
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Section 4: Statement of Financial Position
• Information to be presented in the statement of financial position
– Similar to HKFRS but no requirements on presentation of assets
(disposal group) held for sale (i
(i.e.
e HKFRS 5)
• Current/non-current distinction Æ Similar to HKFRS
• Definition of current assets and current liabilities Æ Similar to HKFRS
– However, definition of current liabilities has not been updated to the
amendment in HKAS 1 introduced by “Improvements to HKFRS
2009”
HKAS 1.69 states that an entityy shall classify
y a liability
y as current
when ……
d) It does not have an unconditional right to defer settlement of the
liability for at least 12 months after the reporting period. Terms of
a liability that could, at the option of the counterparty, result in its
settlement by the issue of equity instruments do not affect its
classification. (amended by Improvements to HKFRS 2009)
© 2010 Nelson Consulting Limited
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Section 4: Statement of Financial Position
Example
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Section 5: Statement of CI and Income Stat.
• An entity shall present its total comprehensive income for a period
either:
a in a single statement of comprehensive income
a.
income, or
b. in two statements —
• an income statement and
• a statement of comprehensive income. (PE 5.2)

• A change from the single-statement approach to the two-statement
approach, or vice versa,
– is a change in accounting policy to which Section 10 Accounting Policies,
Estimates and Errors applies.
applies (PE 5.3)
5 3)

Similar to full
HKFRS
© 2010 Nelson Consulting Limited
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Section 6: Statement of Changes in Equity
• The statement of changes in equity presents
– an entity’s profit or loss for a reporting period,
– items of income and expense recognised in other comprehensive
income for the period,
– the effects of changes in accounting policies and corrections of
errors recognised in the period, and
– the amounts of investments by, and dividends and other
distributions to, equity investors
during the period. (PE 6.2)

Similar to full
HKFRS, but ……
© 2010 Nelson Consulting Limited
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Section 6: Statement of Changes in Equity
• The statement of income and retained earnings
– presents an entity’s
• profit or loss and
• changes in retained earnings
for a reporting period.

– can be presented in place of a statement of
comprehensive income and a statement of
changes in equity
• if the only changes to its equity during the
periods for which financial statements are
presented arise from
– profit or loss,
– payment of dividends,
– corrections of prior period errors, and
– changes in accounting policy.

No such alternative
in HKAS 1

Implies that there are no
items recognised in other
comprehensive income

(PE 6.2)
© 2010 Nelson Consulting Limited
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Section 6: Statement of Changes in Equity
Example
A sample
in
Compare
your
slide with
HKFRS
forthis
PE
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Section 7: Statement of Cash Flows
• An entity shall present a statement of cash flows that presents cash
flows for a reporting period classified by
– operating activities
activities,
Similar to full
– investing activities and
HKFRS, but ……
– financing activities. (PE 7.3)
• HKAS 7.19 states (HKFRS for PE does not state) that entity are
encouraged to report cash flows from operating activities using the
direct method
• HKAS 7 allows (HKFRS for PE has not allowed) certain cash flows to be
reported on a net basis, e.g.
– cash receipts and payments on behalf of customers when the cash flows
reflect the activities of the customer rather than those of the entity
– cash receipts and payments for items in which the turnover is quick, the
amounts are large, and the maturities are short (HKAS 7.22)
© 2010 Nelson Consulting Limited
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Section 8: Notes to the Financial Statements
• An entity normally presents the notes in the following order:
a. a statement that the financial statements have been prepared in compliance
with the HKFRS for Private Entities;;
b. a summary of significant accounting policies applied, including
measurement basis and other accounting policies used (PE 8.5);
c. supporting information for items presented in the financial statements, in the
sequence in which each statement and each line item is presented; and
d. any other disclosures. (PE 8.4)

• Information about judgements Æ Simplified from HKAS 1
• Information about keyy sources of estimate uncertaintyy Æ Simplified
p
from
HKAS 1
HKAS 1.134 requires (HKFRS for PE does not require) an entity to
disclose information about managing capital

© 2010 Nelson Consulting Limited

24

12

Section 9: Consolidated and Separate Fin. S.
• Except as permitted or required by HKFRS for PE 9.3, a parent entity
shall present consolidated financial statements in which it consolidates
its investments in subsidiaries in accordance with HKFRS for PE.
• Consolidated financial statements shall include all subsidiaries of the
parent. (PE 9.2)
• Definitions of parent, subsidiary, special purpose entities, and control
are similar to HKAS 27.
• Consolidation procedures, intragroup balances and transactions,
uniform reporting date, accounting policies, and presentation of noncontrolling interest are similar to HKAS 27.
HKAS 27 has specified (but HKFRS for PE has
not specificed) the practices on
• Transactions with non-controlling interests
• Loss of control of subsidiary

Similar to full
HKFRS, but ……
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Section 9: Consolidated and Separate Fin. S.
• A parent need not present consolidated financial
statements if:
a both of the following conditions are met:
a.

No such exemption
in HKAS 27

(i) the parent is itself a subsidiary, and
(ii) its ultimate parent (or any intermediate parent) produces consolidated
general purpose financial statements that comply with full HKFRSs,
IFRSs, HKFRS for PE or the IFRS for SMEs issued by the IASB;

or
b. it has no subsidiaries other than one that was acquired with the
intention of selling or disposing of it within one year. A parent shall
account for such a subsidiary:
(i) at fair value with changes in fair value recognised in profit or loss, if
the fair value of the shares can be measured reliably, or
(ii) otherwise at cost less impairment. (PE 9.3)

© 2010 Nelson Consulting Limited
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Section 9: Consolidated and Separate Fin. S.
• HKFRS for PE (same as HKAS 27) does not require
presentation of separate financial statements for the parent
entityy or for the individual subsidiaries. ((PE 9.24))
• In separate financial statements, the entity shall adopt a
policy of accounting for its investments in subsidiaries,
associates and jointly controlled entities
either:
HKAS 27 requires to comply with
HKFRS 5 when asset is held for
a. at cost less impairment, or
sale
b. at fair value with changes in fair
value recognised in profit or loss.
• The entity shall apply the same accounting policy for all
investments in a single class (subsidiaries, associates or
jointly controlled entities), but it can elect different policies for
different classes. (PE 9.26)

© 2010 Nelson Consulting Limited
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Section 9: Consolidated and Separate Fin. S.
• Combined financial statements
Not covered by HKAS 27
– are a single set of financial statements
of two or more entities controlled by a single
investor.
– HKFRS for PE does not require combined
financial statements to be prepared. (PE 9.28)
• However, if the investor prepares combined
financial statements and describes them as
conforming to the HKFRS for Private Entities,
– those statements shall comply with all of the
requirements of this HKFRS. (PE 9.29)
• HKFRS for PE 9.29 and 9.30 specifies the
requirements and disclosures in combined financial
statements

© 2010 Nelson Consulting Limited
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Section 10: Accounting Policies, Est. & Errors
• If HKFRS for PE specifically addresses a transaction, other event or
condition, an entity shall apply this HKFRS.
– However, the entity need not follow a requirement in this HKFRS if the
effect of doing so would not be material. (PE 10.3)

• If this HKFRS does not specifically address a transaction, other event
or condition, an entity’s management shall
– use its judgement in developing and applying an accounting policy that
results in information that is (a) relevant and (b) reliable. (PE 10.4)

• In making the above judgement , management shall refer to, and
consider the applicability of, the following sources in descending order:
a. the requirements and guidance in this HKFRS
dealing with similar and related issues, and
b. the definitions, recognition criteria and
measurement concepts for assets, liabilities,
income and expenses and the pervasive
principles in Section 2.
(PE 10.5)

HKAS 8.12 additionally states
management may also
consider other sources, e.g.
the most recent
pronouncements of other
similar standard-setting
bodies

© 2010 Nelson Consulting Limited

29

Section 10: Accounting Policies, Est. & Errors
• Consistency of accounting policies
• Changes in accounting policies
(retrospective application)
• Changes in accounting estimates
(prospective application)
• Corrections of prior period errors
(retrospective restatement)

Similar to full
HKFRS
© 2010 Nelson Consulting Limited
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Section 11: Basic Financial Instruments
• Definition of financial instruments are similar
to HKAS 32
• To account for all of its financial
instruments, an entity shall choose to apply
either:
a. the provisions of both sections 11 and
12 of HKFRS for PE in full, or
b. the recognition and measurement
provisions of HKAS 39 and
the disclosure requirements of sections
11 and 12 of HKFRS for PE. (PE 11.2)

• No such accounting
choice in full HKFRS
• The impact of HKFRS 9
has not been covered in
HKFRS for PE

© 2010 Nelson Consulting Limited
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Section 11: Basic Financial Instruments
Basic Financial
Instruments

• Section 11 applies to basic
financial instruments and is
relevant to all entities.

More Complex
Financial Instruments

• Section 12 applies to other,
more complex financial
instruments and transactions.

• Section 11 requires an amortised cost model for all basic financial
instruments, except for
– investments in non-convertible and non-puttable preference shares
and non
non-puttable
puttable ordinary shares
• that are publicly traded or
• whose fair value can otherwise be measured reliably. (PE 11.4)
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Section 11: Basic Financial Instruments
Basic Financial
Instruments

• An entity shall account for the following financial instruments
as basic financial instruments in accordance with Section 11:
a. cash
b. a debt instrument (such as an account, note, or loan
receivable or payable) that meets the conditions in HKFRS for
PE 11.9
Debt Instrument
c. a commitment to receive a loan that:
Characteristics
(HKFRS for PE 11
11.9)
9)
i.i cannot be settled net in cash
cash, and
ii. when the commitment is executed, is expected to meet
the conditions in HKFRS for PE 11.9
d. an investment in non-convertible preference shares and nonputtable ordinary shares or preference shares (PE 19.8)
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Section 11: Basic Financial Instruments
Initial Recognition and Initial Measurement
• Recognise only when the entity becomes a party
to the contractual provisions of the instrument.
instrument
(PE 11.12)

Å Similar to HKAS 39
HKAS 39 and HKFRS 9

• Initially measure at the transaction price
require “fair value plus
(including transaction costs except in the initial
transaction cost”
measurement of financial assets and liabilities
that are measured at fair value through profit or
Fair value is normally the
transaction price,
loss)
• unless part of the
– unless the arrangement
g
constitutes, in effect,
consideration gi
given
en or
a financing transaction. (PE 11.13)
received is for
something other than the
financial instrument

© 2010 Nelson Consulting Limited
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Section 11: Basic Financial Instruments
Subsequent Measurement
• At the end of each reporting period, an entity shall measure financial
instruments as follows,
follows without any deduction for transaction costs the
entity may incur on sale or other disposal:
a. Debt instruments (that meet the conditions in HKFRS for PE) shall be
measured at amortised cost using the effective interest method.
b. Commitments to receive a loan (that meet the conditions in HKFRS for PE)
shall be measured at cost (which sometimes is nil) less impairment.
c. Investments in non-convertible preference shares and non-puttable
ordinary or preference shares (that meet the conditions in HKFRS for PE)
shall
h ll b
be measured
d as ffollows
ll
:
i. if the shares are publicly traded or their fair value can otherwise be
measured reliably, the investment shall be measured at fair value with
changes in fair value recognised in profit or loss.
ii. all other such investments shall be measured at cost less impairment.
(PE 11.14)
© 2010 Nelson Consulting Limited
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Section 11: Basic Financial Instruments
Impairment of those Measured at Cost or Amortised Cost
• At the end of each reporting period, an entity shall assess
whether there is objective evidence of impairment of any
financial assets that are measured at cost or amortised cost.
• If there is objective evidence of impairment, the entity shall
recognise an impairment loss in profit or loss immediately.

HKAS 39
covers asset
at fair value

(PE 11.14)

• An entity shall assess the following financial assets
individually for impairment:
a. all equity
q y instruments regardless
g
of significance,
g
, and
b. other financial assets that are individually significant.

• An entity shall assess other financial assets for impairment
either
– individually or
– grouped on the basis of similar credit risk characteristics. (PE
11.24)
© 2010 Nelson Consulting Limited
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Section 11: Basic Financial Instruments
Impairment of those Measured at Cost or Amortised Cost
• An entity shall measure an impairment loss on the following
instruments measured at cost or amortised cost as follows:
a. for an instrument measured at amortised cost,
¾ the impairment loss is the difference between
• the asset’s carrying amount and
• the present value of estimated cash flows discounted
at the asset‘s original effective interest rate.
b. for an instrument measured at cost less impairment
¾ the impairment loss is the difference between
HKAS 39
compares similar
• the asset’s carrying amount and
financial asset
• the best estimate (which will necessarily be an
approximation) of the amount (which might be zero)
that the entity would receive for the asset if it were to
be sold at the reporting date. (PE 11.25)
© 2010 Nelson Consulting Limited
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Section 11: Basic Financial Instruments
Reversal of Impairment
• If subsequent reversal of impairment loss
recognised can be related objectively to an event
occurring after the impairment was recognised,
– the entity shall reverse the previously
recognised impairment loss either directly or
by adjusting an allowance account.
• The reversal shall not result in a carrying amount
of the financial asset (net of any allowance
account) that exceeds what the carrying amount
would have been had the impairment not
previously been recognised.
• The entity shall recognise the amount of the
reversal in profit or loss immediately. (PE 11.26)

© 2010 Nelson Consulting Limited

HKAS 39 prohibits
the reversal of
impairment loss on
equity investments
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Section 11: Basic Financial Instruments
Derecognition of a Financial Asset
• An entity shall derecognise a financial asset
only when:

HKAS 39 provides more
guidance

a. the contractual rights to the cash flows from the Å Derecognise the asset
financial asset expire or are settled, or
b. the entity transfers to another party substantially Å Derecognise the asset
all of the risks and rewards of ownership of the
financial asset, or
c. the entity, despite having retained some
Å In this case, the entity
significant risks and rewards of ownership, has
shall:
t
transferred
f
d control
t l off the
th assett to
t another
th party
t
i. derecognise the asset,
and the other party
and
• has the practical ability to sell the asset in its
ii. recognise separately
entirety to an unrelated third party and
any rights and
obligations retained or
• is able to exercise that ability unilaterally and
created in the transfer.
without needing to impose additional
(PE 11.33)
restrictions on the transfer. (PE 11.33)
© 2010 Nelson Consulting Limited
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Section 11: Basic Financial Instruments
Derecognition of a Financial Liability
• An entity shall derecognise a financial liability
(or a part of a financial liability)
– only when it is extinguished, i.e. when the
obligation specified in the contract

Similar to HKAS 39

• is discharged,
• is cancelled or
• expires.
(PE 11.36)

© 2010 Nelson Consulting Limited
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Section 11: Basic Financial Instruments
Disclosure
• Disclosure of accounting policies for financial
instruments
• Statement of financial position – categories of
financial assets and financial liabilities
• Derecognition
• Collateral
• Defaults and breaches on loans payable
• Items of income, expense, gains or losses

© 2010 Nelson Consulting Limited
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Section 12: Other Fin. Instruments Issues
Basic Financial
Instruments

• Section 11 applies to basic
financial instruments and is
relevant to all entities.

More Complex
Financial Instruments

• Section 12 applies to other,
more complex financial
instruments and transactions.
– Same initial recognition
criteria as Section 11
– However, initial measurement
at fair value,, which is
normally the transaction price
(PE 12.7)

© 2010 Nelson Consulting Limited
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Section 12: Other Fin. Instruments Issues
More Complex
Financial Instruments

Subsequent Measurement
• At the end of each reporting period, an entity shall
– measure all financial instruments within the scope of Section 12 at
fair value and
– recognise changes in fair value in profit or loss, except the following
instruments
• Equity instruments
– that are not publicly traded and
– whose fair value cannot otherwise be measured reliably, and
Contracts linked to such instruments that, if exercised, will result in
delivery of such instruments,
• shall be measured at cost less impairment. (PE 12.8)
© 2010 Nelson Consulting Limited
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Section 12: Other Fin. Instruments Issues
More Complex
Financial Instruments

Impairment
• Only on those financial instruments measured at
cost less impairment
– as those for basic financial instruments in
section 11 (PE 12.13)
Derecognition
• Same as those for basic financial instruments in
section 11 (PE 12.14)

© 2010 Nelson Consulting Limited
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Section 12: Other Fin. Instruments Issues
Hedging
Instrument

Hedged Item

• HKFRS for PE states that, if specified criteria are
met, an entity may designate a hedging
relationship between
– a hedging instrument and
– a hedged item
in such a way as to qualify for hedge accounting.
• Hedge accounting permits the gain or loss on the
hedging instrument and on the hedged item to be
recognised in profit or loss at the same time.
(PE 12.15)
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Section 12: Other Fin. Instruments Issues
Hedging
Instrument

Hedged Item

Hedging
Relationship

More restrictive as compared to HKAS 39

Conditions for
Hedge Accounting

Slight different from HKAS 39

Hedge Accounting

Consequential changes

© 2010 Nelson Consulting Limited
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Section 12: Other Fin. Instruments Issues
• Hedging instrument must meet all of the followings:
Hedging
Instrument

a. it is an interest rate swap, a foreign currency swap, a
foreign
g currency
y forward exchange
g contract or a
commodity forward exchange contract that is expected to
be highly effective in offsetting the designated hedged
risk.
b. it involves a party external to the reporting entity.
c. its notional amount is equal to the designated amount of
the principal or notional amount of the hedged item.
d. it has a specified maturity date not later than
i.i the maturity of the financial instrument being hedged
hedged,
ii. the expected settlement of the commodity purchase or
sale commitment, or
iii. the occurrence of the highly probable forecast foreign
currency or commodity transaction being hedged.
e. it has no prepayment, early termination or extension
features. (PE 12.18)
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Section 12: Other Fin. Instruments Issues
• HKFRS for PE permits hedge accounting
only for the following risks:

Hedging
Relationship
HKAS 39 specifies:
Fair Value Hedge
Cash Flow Hedge

a. interest rate risk of a debt instrument
measured at amortised cost.
b. foreign exchange or interest rate risk in
• a firm commitment or
• a highly probable forecast transaction.
c. price risk of a commodity that it holds or
in a firm commitment or highly probable
forecast transaction to purchase or sell a
commodity.
dit
d. foreign exchange risk in a net investment
in a foreign operation. (PE 12.17)

Hedge of Net Investment
in a Foreign Operation
© 2010 Nelson Consulting Limited

48

24

Section 12: Other Fin. Instruments Issues
• To qualify for hedge accounting, an entity shall comply with all of the
following conditions:
a. the entity designates and documents the hedging relationship so that the
risk being hedged, the hedged item and the hedging instrument are clearly
identified and the risk in the hedged item is the risk being hedged with the
hedging instrument.
b. the hedged risk is one of the risks specified in HKFRS for PE 12.17.
c. the hedging instrument is as specified in HKFRS for PE 12.18.

Conditions for
Hedge Accounting

HKAS 39 requires
more restrictive
conditions, including

d. the entity expects the hedging instrument to
be highly effective in offsetting the
d i
designated
t dh
hedged
d d risk.
i k (PE 12.16)
12 16)

Hedge effectiveness can
be reliably measured

Ongoing-assessed and
actually highly effective
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Section 12: Other Fin. Instruments Issues

Hedging
Relationship
Conditions for
Hedge Accounting
Hedge Accounting

© 2010 Nelson Consulting Limited

Hedge of
• Fixed interest rate risk of a recognised
g
financial instruments or
• Commodity price risk of a commodity
held

Hedge of
• Variable interest rate risk of a
recognised financial instrument,
• Foreign exchange risk or commodity
price risk in a firm commitment or
highly probable forecast transaction, or
• Net investment in a foreign operation
50
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Section 12: Other Fin. Instruments Issues
HKAS 39 specifies it as:
Fair Value Hedge

Hedge of
• Fixed interest rate risk of a recognised
g
financial instruments or
• Commodity price risk of a commodity
held

• If the conditions are met, the entity shall:
a. recognise the hedging instrument as an asset or liability and the change in
the fair value of the hedging instrument in profit or loss, and
b. recognise the change in the fair value of the hedged item related to the
hedged risk in profit or loss and as an adjustment to the carrying amount of
the hedged item. (PE 12.19)
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Section 12: Other Fin. Instruments Issues
• If the conditions are met, the entity shall recognise
– in other comprehensive income
• the p
portion of the change
g in the fair value of the hedging
g g instrument that
was effective in offsetting the change in the fair value or expected cash
flows of the hedged item
– in profit or loss
• any excess of the fair value of the hedging instrument over the change in
the fair value of the expected cash flows (sometimes called hedge
ineffectiveness) (PE 12.23)
HKAS 39 specifies them as:
Cash Flow Hedge

Hedge of Net Investment
in a Foreign Operation
© 2010 Nelson Consulting Limited

Hedge of
• Variable interest rate risk of a
recognised financial instrument,
• Foreign exchange risk or commodity
price risk in a firm commitment or
highly probable forecast transaction, or
• Net investment in a foreign operation
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Section 12: Other Fin. Instruments Issues
• The hedging gain or loss recognised in
other comprehensive income
– shall be reclassified to profit or loss
• when the hedged item is recognised
in profit or loss or
• when the hedging relationship ends.

HKAS 39 allows offsetting
with the asset or liability if
conditions are met

(PE 12.23)

HKAS 39 specifies them as:
Cash Flow Hedge

Hedge of Net Investment
in a Foreign Operation

Hedge of
• Variable interest rate risk of a
recognised financial instrument,
• Foreign exchange risk or commodity
price risk in a firm commitment or
highly probable forecast transaction, or
• Net investment in a foreign operation

© 2010 Nelson Consulting Limited
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Section 12: Other Fin. Instruments Issues
Disclosure
• For details relating to hedge accounting

© 2010 Nelson Consulting Limited

The detailed disclosure
requirements of HKFRS 7
are not required
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Section 13: Inventories
• Scope and definition of inventories Æ Similar to HKAS 2
• Inventories are initially recognised at cost Æ Similar to HKAS 2
• Subsequently,
Subsequently an entity shall measure inventories at the lower of
– cost and
HKAS 2 refers to
– estimated selling price
net
realisable value
less costs to complete and sell.
(PE 13.4)

Other issues are similar to HKAS 2 but
HKAS 2 has provided detailed explanation
on measuring net realisable value

© 2010 Nelson Consulting Limited
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Section 14: Investments in Associates
• Definition of associate is same as HKAS 28
– i.e. significant influence (but not control or joint control)
– HKAS 28 has some examples to indicate the existence
of significant influence
• An investor shall account for all of its investments in
associates using one of the following: (PE 14.4)
Cost Model

Not allowed in HKAS 28

Equity Method
Fair Value
Model

© 2010 Nelson Consulting Limited

Limited usage in HKAS 28
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28

Section 14: Investments in Associates
HKFRS for PE requires
investments in associates
for which there is a
published price quotation
• Measured by using the
Fair Value Model
(PE 14.7)

• An investor shall measure its investments
in associates, other than those for which
there is a p
published p
price q
quotation
– at cost
– less any accumulated impairment
losses recognised in accordance with
Section 27 (PE 14.5)

Cost Model

Cost Model is not
allowed in HKAS 28
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Section 14: Investments in Associates
HKAS 28 requires the
i iti l recognition
initial
iti ““att
cost”

• Under the equity method of accounting, an equity
investment
– is initially recognised at the transaction price
(including transaction costs) and
– is subsequently adjusted to reflect the
investor’s share of the profit or loss and
other comprehensive income of the
associate. (PE 14.8)

Equity Method

Similar to HKAS 28,
but ……

© 2010 Nelson Consulting Limited
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Section 14: Investments in Associates

Fair Value
Model is not
allowed in
HKAS 28
Fair Value
Model

• When an investment in an associate is
recognised initially,
– an investor shall measure it at the
transaction price. Transaction price
excludes transaction costs. (PE 14.9)
• At each reporting date, an investor shall measure
its investments in associates at
– fair value, with changes in fair value
recognised in profit or loss, using the fair
valuation guidance in HKFRS for PE 11.27–
11.27
11.32 (i.e. basic financial instruments).
• An investor using the fair value model shall use
the cost model for any investment in an
associate for which it is impracticable to measure
fair value reliably without undue cost or effort. (PE
14.10)

© 2010 Nelson Consulting Limited
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Section 15: Investments in Joint Ventures
• Definition of joint venture is same as HKAS 31
– i.e. joint control
– the type includes jointly controlled operations
operations, jointly
controlled assets and jointly controlled entities
• A venturer shall account for all of its interests in jointly
controlled entities using one of the following: (PE 15.9)
Cost Model

Not allowed in HKAS 31

Equity Method
Fair Value
Model

Limited usage in HKAS 31

HKAS 31 also allows equity method but encourages an entity to use
proportionate consolidation, that is not allowed in HKFRS for PE
© 2010 Nelson Consulting Limited

60

30

Section 15: Investments in Joint Ventures
HKFRS for PE requires
investments in JCE for
which there is a published
price quotation
• measured by using the
Fair Value Model
(PE 15.12)

Cost Model

• A venturer shall measure its investments in
jointly controlled entities, other than those
for which there is a p
published p
price
quotation
– at cost
– less any accumulated impairment
losses recognised in accordance with
Section 27 (PE 15.10)

Cost Model is not
allowed in HKAS 31
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Section 15: Investments in Joint Ventures
• A venturer shall measure its investments in
jointly controlled entities by the equity method
using
g the p
procedures in HKFRS for PE 14.8 ((i.e.
investments in associates) (PE 15.13)

Equity Method

© 2010 Nelson Consulting Limited
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Section 15: Investments in Joint Ventures

Fair Value
Model is not
allowed in
HKAS 31
Fair Value
Model

• When an investment in an jointly controlled entity
is recognised initially,
– a venturer shall measure it at the transaction
price. Transaction price excludes transaction
costs. (PE 15.14)
• At each reporting date, a venturer shall measure
its investments in jointly controlled entity at
– fair value, with changes in fair value
recognised in profit or loss, using the fair
valuation guidance in HKFRS for PE 11.27–
11.27
11.32 (i.e. basic financial instruments).
• A venurer using the fair value model shall use
the cost model for any investment in an jointly
controlled entity for which it is impracticable to
measure fair value reliably without undue cost or
effort. (PE 15.15)

© 2010 Nelson Consulting Limited
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Section 16: Investment Property
• Definition of investment property Æ Same as HKAS 40
• Initial recognised at cost Æ Similar to HKAS 40

Similar to HKAS 40,
but ……

© 2010 Nelson Consulting Limited
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Section 16: Investment Property
• Investment property whose fair value can be measured
reliably without undue cost or effort shall be measured
– at fair value at each reporting date with changes in
fair value recognised in profit or loss.

No choice!

• HKFRS for PE 11.27–11.32 (i.e. basic financial
instruments) provide guidance on determining fair value

• For all other investment property,
– An entity shall account for them as property,
plant and equipment using the cost-depreciationimpairment model in Section 17. (PE 16.7)

No requirement to
disclose its fair
value

HKAS 40 gives a choice to an
entity, but HKFRS for PE
does not gives such choice!
© 2010 Nelson Consulting Limited
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Section 17: Property, Plant and Equipment
• Definition of property, plant and equipment Æ Same as HKAS 16
• Initial recognised at cost Æ Similar to HKAS 16

Similar to HKAS 16,
but ……

© 2010 Nelson Consulting Limited
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Section 17: Property, Plant and Equipment
• An entity shall measure all items of property, plant
and equipment after initial recognition
– at cost
– less any accumulated depreciation and
any accumulated impairment losses.
• An entity shall recognise the costs of day-to-day
servicing of an item of property, plant and
equipment in profit or loss in the period in which the
costs are incurred. (PE 17.15)

No revaluation
model allowed

HKAS 16 allows an entity to
use Revaluation Model, but
HKFRS for PE does not allow!
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Section 17: Property, Plant and Equipment
• Factors may indicate that the residual value or
useful life of an asset has changed since the
most recent annual reporting
p
g date.
HKAS 16 requires an
annual
review at each
• If such indicators are present, an entity shall
year
end,
instead of a
review its previous estimates and, if current
review
when
there is
expectations differ, amend
indicator.
– the residual value,
– depreciation method or
– useful life.
• The
Th entity
tit shall
h ll accountt ffor th
the change
h
in
i
residual value, depreciation method or useful life
as a change in an accounting estimate in
accordance with HKFRS for PE 10.15–10.18.
(PE 17.19)
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Section 18: Intangible Assets (excl. Goodwill)
• Definition of intangible asset Æ Same as HKAS 38
• Initial recognised at cost Æ Similar to HKAS 38
However, internally generated intangible
assets cannot be recognised as intangible
assets
• An entity shall recognise expenditure
incurred internally on an intangible item,
including all expenditure for both
research and development activities
activities, as
an expense when it is incurred
– unless it forms part of the cost of
another asset that meets the
recognition criteria in this HKFRS.
(PE 18.14)
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Section 18: Intangible Assets (excl. Goodwill)
• After recognition, an entity shall measure
intangible assets
– at cost
– less any accumulated depreciation and
any accumulated impairment losses.

No revaluation
model allowed

(PE 18.18)

HKAS 38 allows an entity to use
Revaluation Model on limited cases,
but HKFRS for PE does not allow!

© 2010 Nelson Consulting Limited

70

35

Section 18: Intangible Assets (excl. Goodwill)
• All intangible assets shall be considered to have
a finite useful life. (PE 18.19)
• If an entity is unable to make a reliable estimate
of the useful life of an intangible asset,
– the life shall be presumed to be ten years.

HKAS 38 allows
indefinite useful life

(PE 18.20)

Finite

Indefinite
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Section 18: Intangible Assets (excl. Goodwill)
• Factors may indicate that the residual value or
useful life of an intangible asset has changed
since the most recent annual reporting
p
g date.
HKAS 38 requires an
annual
review at each
• If such indicators are present, an entity shall
year
end,
instead of a
review its previous estimates and, if current
review
when
there is
expectations differ, amend
indicator.
– the residual value,
– depreciation method or
– useful life.
• The
Th entity
tit shall
h ll accountt ffor th
the change
h
in
i
residual value, depreciation method or useful life
as a change in an accounting estimate in
accordance with HKFRS for PE 10.15–10.18.
(PE 18.24)

© 2010 Nelson Consulting Limited
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Section 19: Business Com. and Goodwill
• Section 19 is based on the principles of HKFRS 3 issued in 2004
– In consequence, there are some differences between section 19 of
HKFRS for PE and HKFRS 3 (revised 2008)
Some differences
from HKFRS 3
(revised 2008)

© 2010 Nelson Consulting Limited
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Section 19: Business Com. and Goodwill
Scope and
Definitions

Å Similar to HKFRS 3

Method of
accounting

Å Similar to HKFRS 3, by applying the purchase method

Application of
the method

• Based on the principles of HKFRS 3 (issued 2004)
• With some differences from HKFRS 3 (revised 2008)
(a) Identifying an acquirer

Application
approach in
HKFRS 3
(issued in 2004)

© 2010 Nelson Consulting Limited

(b) Measuring the cost of the business combination
(c) Allocating (b) to assets acquired and liabilities and
contingent liabilities assumed at the acquisition date
74

37

Section 19: Business Com. and Goodwill
• The acquirer shall measure the cost of a business combination as the
aggregate of:
a. the fair values, at the date of exchange, of assets given, liabilities incurred
or assumed, and equity instruments issued by the acquirer, in exchange for
control of the acquiree, plus
b. any costs directly attributable to the business combination. (PE 19.11)

Application of
the method

HKFRS 3 (revised 2008) requires the acquirer to account
for acquisition-related costs as expenses, except for cost of
debt and equity recognised under HKAS 32 and 39.
(HKFRS 3.53)

(b) Measuring the cost of the business combination

© 2010 Nelson Consulting Limited
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Section 19: Business Com. and Goodwill
• Contingent consideration
– the acquirer shall include its estimated amount at the acquisition date if it is
probable and can be measured reliably.
p
y ((PE 19.12))
– if it is not recognised at the acquisition date but subsequently becomes
probable and can be measured reliably, the additional consideration shall be
treated as an adjustment to the cost of the combination. (PE 19.13)

Application of
the method

HKFRS 3 (revised 2008) requires the acquirer to recognise
the acquisition-date fair value of contingent consideration
as part of the consideration transferred in exchange for the
acquiree.
i
(HKFRS 3.39)
(b) Measuring the cost of the business combination
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Section 19: Business Com. and Goodwill
• The acquirer shall, at the acquisition date, allocate the cost of a
business combination by recognising the acquiree’s identifiable assets
and liabilities and a p
provision for those contingent
g
liabilities that satisfy
y
the recognition criteria at their fair values at that date. (PE 19.14)

Application of
the method

HKFRS 3 (revised 2008) adopts a different approach in
applying the purchase method with a consequential
different calculation on
• Non-controlling interests and
• Goodwill

(c) Allocating (b) to assets acquired and liabilities and
contingent liabilities assumed at the acquisition date
© 2010 Nelson Consulting Limited
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Section 19: Business Com. and Goodwill
• Non-controlling interests

HKFRS for PE does not permit
NCI at fair value

Application of
the method

¾ HKFRS 3 (revised 2008) requires the
acquirer to measure any noncontrolling interest in the acquiree
either
– at fair value or
– at the non-controlling interest’s
proportionate share of the acquiree’s
identifiable net assets. (HKFRS 3.19)

(c) Allocating (b) to assets acquired and liabilities and
contingent liabilities assumed at the acquisition date
© 2010 Nelson Consulting Limited
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Section 19: Business Com. and Goodwill
• Goodwill: The acquirer shall, at the acquisition date:
a. recognise goodwill acquired in a business combination as an asset, and
b initially measure that goodwill at its cost
b.
cost, being the excess of
• the cost of the business combination over
• the acquirer’s interest in the net fair value of the identifiable assets,
liabilities and contingent liabilities recognised. (PE 19.14)

Application of
the method

HKFRS 3 (revised 2008) permits NCI at fair value and, in
consequence, goodwill can be either:
• att fair
f i value
l
• at “proportionate share” derived amount.

(c) Allocating (b) to assets acquired and liabilities and
contingent liabilities assumed at the acquisition date
© 2010 Nelson Consulting Limited
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Section 19: Business Com. and Goodwill
Briefly, HKFRS for PE adopts a “cost allocation approach” but
HKFRS 3 (revised 2008) adopts “entity approach” in applying the method

Application of
the method

• Issues covered by HKFRS 3 (revised 2008) but not
covered by HKFRS for PE include:
– Step acquisition or piece-meal acquisition
– Operating leases with terms not at market terms
– Indemnification assets
– Re-acquired rights
(a) Identifying an acquirer
(b) Measuring the cost of the business combination
(c) Allocating (b) to assets acquired and liabilities and
contingent liabilities assumed at the acquisition date
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Section 20: Leases
• Definition of leases Æ Same as HKAS 17
• Classification of leases (finance lease and operating lease)
Æ Same as HKAS 17
• Recognition, measurement and disclosure for lessee and lessor on
financial lease and operating lease are similar to HKAS 17,
– except for an exception to recognise operating lease as an expense
on a straight-line basis

© 2010 Nelson Consulting Limited
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Section 20: Leases
• A lessee (or lessor) shall recognise lease
payments under operating leases (excluding costs
for services such as insurance and maintenance)
as an expense on a straight-line basis unless
either
a. another systematic basis is representative of
the time pattern of the user’s benefit, even if
the payments are not on that basis, or
b. the payments to the lessor are structured to
increase in line with expected general inflation
(based on published indexes or statistics) to
compensate for the lessor’s expected
inflationary cost increases. If payments to the
lessor vary because of factors other than
general inflation, then this condition (b) is not
met. (PE 20.15)
© 2010 Nelson Consulting Limited

HKFRS for PE does
not mention “lease
incentive” covered
by HK(SIC) 15

Not stated in
HKAS 17

82

41

Section 21: Provisions & Contingencies
• Definitions of provision and contingency
– Similar to HKAS 37
• Recognition and measurement of provision and
contingency
– Similar to HKAS 37

Similar to and
simplified from
HKAS 37
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Section 22: Liabilities and Equity
• A specific and separate section for liabilities and equity
– HKFRS has no specific standard for liabilities and equity but
specifies them in different HKFRS,
HKFRS including HKAS 32,
32 36 and 39
• Definitions of liabilities and equity Æ Similar to HKAS 1 and Framework
• Examples of liabilities and equity are given

Similar to full
HKFRS

© 2010 Nelson Consulting Limited
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Section 22: Liabilities and Equity
• An entity shall recognise the issue of shares or other equity
instruments as equity when it issues those instruments
and another p
party
y is obliged
g to p
provide cash or other
resources to the entity in exchange for the instruments.
Full HKFRS
does not have
such specific
guidance

a. If the equity instruments are issued before the entity receives
the cash or other resources, the entity shall present the
amount receivable as an offset to equity in its statement of
financial position, not as an asset.
b. If the entity receives the cash or other resources before the
equity instruments are issued, and the entity cannot be
required to repay the cash or other resources received
received, the
entity shall recognise the corresponding increase in equity to
the extent of consideration received.
c. To the extent that the equity instruments have been
subscribed for but not issued, and the entity has not yet
received the cash or other resources, the entity shall not
recognise an increase in equity. (PE 22.7)
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Section 22: Liabilities and Equity
• An entity shall measure the equity instruments
– at the fair value of the cash or other resources received
or receivable
receivable, net of direct costs of issuing the equity
instruments.
• If payment is deferred and the time value of money is
material, the initial measurement (of equity) shall be
– on a present value basis. (PE 22.8)

Not explicitly
stated in HKFRS

© 2010 Nelson Consulting Limited
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Section 22: Liabilities and Equity
• Similar to HKFRS for the following areas:
– Puttable financial instruments and obligations arising on
liquidation (PE 22.4)
22 4)
– Capitalisation (PE 22.12)
– Convertible debt and similar compound financial
instruments (PE 22.13-22.14)
– Treasure shares (PE 22.16)
– Distribution to owners (PE 22.17-22.18)
– Non-controlling interest (PE 22.19)
Relevant amendments to HKFRS
and interpretation, including
HK(IFRIC) 17, have not been
incorporated
© 2010 Nelson Consulting Limited
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Section 23: Revenue
• Revenue in section 23 is based on the principles of HKAS 11
Construction Contracts and HKAS 18 Revenue
Æ Similar to HKFRS
Similar to full
HKFRS

© 2010 Nelson Consulting Limited
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Section 23: Revenue
• Incorporated the principles (but not the details) of
– HK(IFRIC) 13 Customer Loyalty Programmes

• But not incorporated the principles of
– HK(IFRIC) 18 Transfers of Assets from Customers
– Example 21 of HKAS 18 Determining Whether an Entity is Acting as a
Principal or as an Agent as introduced in 2009

© 2010 Nelson Consulting Limited
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Section 23: Revenue
Example 21 of HKAS 18 introduced in 2009 (not listed in HKFRS for PE)
• An entity is acting as a principal when it has exposure to the significant
risks
i k and
d rewards
d associated
i t d with
ith th
the sale
l off goods
d or th
the rendering
d i off
services.
• Features that indicate that an entity is acting as a principal include:
(a) the entity has the primary responsibility for providing the goods or services
to the customer or for fulfilling the order, for example by being responsible
for the acceptability of the products or services ordered or purchased by
the customer;
(b) the entity has inventory risk before or after the customer order
order, during
shipping or on return;
(c) the entity has latitude in establishing prices, either directly or indirectly, for
example by providing additional goods or services; and
(d) the entity bears the customer’s credit risk for the amount receivable from
the customer.
© 2010 Nelson Consulting Limited
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Section 24: Government Grants
• Definition of government grant
is similar to HKAS 20
• However,
However HKFRS for PE has adopted
different approach in addressing the
recognition and measurement of
government grants
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Section 24: Government Grants
• An entity shall recognise government
grants as follows:
a A grant that does not impose
a.
specified future performance
conditions on the recipient
b. A grant that imposes specified
future performance conditions on
the recipient
c. Grants received before the
revenue recognition criteria are
satisfied

Æ is recognised in income
when the grant proceeds are
receivable
Æ is recognised in income only
when the performance
conditions are met
Æ are recognised as a liability.
(PE 24.4)

• An entity shall measure grants
– at the fair value of the asset received or receivable. (PE 24.5)
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Section 24: Government Grants
• HKAS 20 sets out 2 broad approaches to the accounting for
government grants:
Capital approach

Income approach

Æ under which a grant is
recognised outside profit
or loss, and
Æ under which a grant is
recognised in profit or
loss over one or more
periods

No such choice
in HKFRS for
PE

• HKFRS for PE has not addressed
– Non-monetary government grants
– Government assistance
– Repayment of government grants
© 2010 Nelson Consulting Limited
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Section 25: Borrowing Costs
HKAS 23.11 requires
• borrowing costs that are
directly attributable to the
acquisition, construction or
production of a qualifying
asset shall be capitalised as
part of the cost of that asset.

• An entity shall recognise all borrowing
costs
– as an expense in profit or loss in
the period in which they are
incurred. (PE 25.2)

Different from
HKAS 23

© 2010 Nelson Consulting Limited

94

47

Section 26: Share-based Payment
• Scope, definition and recognition of share-based payment transactions
are same as HKFRS 2, except some slight differences on
measurement

Similar to HKFRS 2,
but ……
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Section 26: Share-based Payment
• An entity shall measure the fair value of equity
instruments (and the related goods or services
received)) using
g the following
g three-tier
measurement hierarchy:
a. Use an observable market price for the
instruments granted, if available
b. If no (a), measure the fair value of the instruments
granted using entity-specific observable market HKFRS 2.16-2.17
data such as a recent transaction price
• has not specified a 3-tier
c. If no (a) and impracticable for (b), indirectly
measurement hierarchy
measure the fair value of the instruments using a
• but states that if market
valuation method (the most appropriate and
prices are not available,
generally accepted one) that uses market data to
the entity shall estimate
the greatest extent practicable to estimate what
the fair value of the
the price of those equity instruments would be on
equity instruments
the grant date in an arm‘s length transaction
granted using a
between knowledgeable, willing parties. (PE 26.10valuation technique ……
26.11)
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Section 26: Share-based Payment
Group plans
• If a share-based payment award is granted by a
parent entity to the employees of one or more
subsidiaries in the group, and the parent
presents consolidated financial statements using
either the HKFRS for PE or full HKFRSs,
– such subsidiaries are permitted to recognise and
measure share-based payment expense (and the
related capital contribution by the parent) on the
basis of a reasonable allocation of the expense
recognised for the group. (PE 26.16)
26 16)

No such permission in
HKFRS 2
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Section 27: Impairment of Assets
• Definitions and scope are similar to HKAS 36
• However, section 27 of HKFRS for PE also includes impairment of
inventories and other assets

Si il to
Similar
t HKAS 36
36,
but ……
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Section 27: Impairment of Assets
Triggering
e ents
events

Selling price less
costs to complete
and sell

Impairment Loss

Reversal of
Impairment Loss

Impairment of inventories
• An entity shall assess at each reporting date
whether any inventories are impaired
impaired.
• The entity shall make the assessment by
comparing
– the carrying amount of each item of inventory (or
group of similar items) with
– its selling price less costs to complete and sell.
• If impaired, reducing carrying amount to its
gp
price less costs to complete
p
and sell
selling
and recognise such impairment loss
immediately in profit or loss. (PE 27.2)

• An entity shall make a new assessment of
selling price less costs to complete and sell at
each subsequent reporting date. (PE 27.3)
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Section 27: Impairment of Assets
Triggering
e ents
events

Selling price less
Recoverable
costs to complete
Amount
and sell

Impairment of assets other than inventories
• An entity shall assess at each reporting date
whether there is any indication that an asset may
be impaired.
• If any such indication exists, the entity shall
estimate the recoverable amount of the asset.
• If there is no indication of impairment, it is not
necessary to estimate the recoverable amount.
(PE 27.7)

Impairment Loss

Reversal of
Impairment Loss
© 2010 Nelson Consulting Limited

Irrespective of whether there is any indication of
impairment, HKAS 36 requires an annual estimate of
the recoverable amount of the following assets:
• Intangible assets with indefinite useful life
• Intangible assets not yet available for use
• Goodwill
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Section 27: Impairment of Assets
Impairment of assets other than inventories
Triggering
e ents
events

Recoverable
Amount

Similar to
HKAS 36
• It is the higher of an asset’s
Fair Value Less
Costs to Sell

and

Value in Use

• If, and only if, the recoverable amount of an asset
is less than its carrying amount
Impairment Loss

Reversal of
Impairment Loss

– The carrying amount of the asset shall be reduced to
its recoverable amount.
– That reduction is an impairment loss. (PE 27.5)

• For all assets other than goodwill, an entity shall
assess at each reporting date whether there is
any indication of impairment reversal. (PE 27.28)
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Section 27: Impairment of Assets
Different from
• For impairment testing of goodwill
HKAS 36
– Goodwill is allocated to cash-generating
units (CGUs) (PE 27.25)
27 25)
– If goodwill cannot be allocated to individual CGUs (or
groups of CGUs) on a non-arbitrary basis, then for the
purposes of testing goodwill the entity shall test the
impairment of goodwill by determining the recoverable
amount of either (a) or (b):
a. the acquired entity in its entirety, if the goodwill relates
to an acquired entity that has not been integrated.
– Integrated means the acquired business has been
restructured or dissolved into the reporting entity or
other subsidiaries.
b. the entire group of entities, excluding any entities that
have not been integrated, if the goodwill relates to an
entity that has been integrated. (PE 27.27)
© 2010 Nelson Consulting Limited

The Acquired
Subsidiaries

The Entire
Group
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Section 28: Employee Benefits
• Employee benefits are all forms of consideration given by an entity in
exchange for service rendered by employees, and include:
Short-term Employee Benefits
Post-employment Benefits

Å Similar to HKAS 19
Alternative to various areas in
accounting for defined benefit plan

Other Long-term Employee Benefits

Å Similar to HKAS 19

Termination Benefits

Å Similar to HKAS 19

Similar to HKAS 19,
except for defined benefit
plan and group plan!
© 2010 Nelson Consulting Limited
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Section 28: Employee Benefits
Group plans
• If a parent entity provides benefits to the
employees of one or more subsidiaries in the
group, and the parent presents consolidated
financial statements using either the HKFRS
for PE or full HKFRSs,
– such subsidiaries are permitted to recognise and
measure employee benefit expense on the basis
of a reasonable allocation of the expense
recognised for the group. (PE 28.38)

HKAS 19.34A specifies
only the details on
defined benefit plans
that share risks between
various entities under
common control

Do you have
defined benefit plan?
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Section 29: Income Tax
• Replacing the recognition and measurement principles in section 29
Income Tax of the IFRS for SMEs with the extant version of HKAS 12
Income Taxes
– Section 29 of IFRS for SMEs closely follows the IASB’s ED to replace IAS
12, but the ED has been discontinued,
– HKFRS for PE replaces the recognition and measurement principles
contained in Section 29 of IFRS for SMEs with those contained in the extant
version of HKAS 12 while retaining the relevant disclosures contained in the
IFRS for SMEs. (PE P13)

Similar to
HKAS 12
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Section 30: Foreign Currency Translation
• Definitions of functional currency and presentation currency are same
as HKAS 21
• Approach of foreign currency translation and determination of functional
currency are similar to HKAS 21
Determine
Functional Currency
Translate Foreign
Currency Transactions
Translate Foreign
Operation or Whole Set

Similar to
HKAS 21, but ……
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Section 30: Foreign Currency Translation
• Monetary item that forms part of a reporting
entity’s net investment in a foreign operation
– shall be recognised in profit or loss
• in the separate financial statements of the
reporting entity or
• in the individual financial statements of the
foreign operation, as appropriate
Translate Foreign
Currency Transactions
HKAS 21.32 requires
q
• reclassified from equity to
profit or loss on disposal of
the net investment

– shall be recognised initially in other
comprehensive income and reported as
a component of equity but shall not again
be recognised in profit or loss on disposal
of the net investment
• in the financial statements that include the
foreign operation and the reporting entity
(e.g. consolidated financial statements
when the foreign operation is a subsidiary)
(PE 3.13)
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Section 30: Foreign Currency Translation
• Disposal or partial disposal of a foreign
operation is not specified in HKFRS for PE
HKAS 21.48 requires
• reclassified from equity to
profit or loss (as a
reclassification adjustment)
when the gain or loss on
disposal is recognised

– In consequence, all resulting exchange
differences on translating financial statements
to a different presentation currency shall still
be recognised in other comprehensive
income. (PE 30.18)

Translate Foreign
Operation or Whole Set
Use of a presentation
currency other than the
functional currency
© 2010 Nelson Consulting Limited
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Section 31: Hyperinflation
• Indicators to hyperinflation is same as HKAS 29 Financial Reporting in
Hyperinflationary Economies
• Procedures for restating historical cost financial statements are similar
to HKAS 29
Similar to
HKAS 29
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Section 32: Events After End of Rep. Period
• Definitions are the same as HKAS 10 Events after the Reporting Period
• Recognition and measurement are similar to HKAS 10
• However,
However it does not incorporate the principles of HK(IFRIC) 17
Distributions of Non-cash Assets to Owners

Similar to
HKAS 10
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Section 33: Related Party Disclosures
• Definition of related party
– is updated to the ED IAS 24 but has some slight
differences from HKAS 24 (revised 2009)
• Disclosure for non-state-owned entities are similar
to HKAS 24

Similar to HKAS 24,
but ……

© 2010 Nelson Consulting Limited
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Section 33: Related Party Disclosures
• A related party is a person or entity that is related to the entity that is
preparing its financial statements (i.e. reporting entity).
a) A person or a close member of that person’s
person s family is
related to a reporting entity if that person:
i.

is a member of the key management personnel of
the reporting entity or of a parent of the reporting
entity;

ii. has control over the reporting entity; or
iii. has joint control or significant influence over the
reporting entity or has significant voting power in
it.

© 2010 Nelson Consulting Limited

HKAS 24 (revised
2009) deleted
“significant
significant voting
power”
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Section 33: Related Party Disclosures
• A related party is a person or entity that is related to the entity that is
preparing its financial statements (i.e. reporting entity).
b) An entity is related to a reporting entity if any of the following conditions applies:
i.

The entity and the reporting entity are members of the same group (which means
that each parent, sub. and fellow sub. is related to the others).

ii.

One entity is an associate or JV of the other entity (or an associate or JV of a
member of a group of which the other entity is a member).

iii. Both entities are JV of the same third party.
iv. Either entity is a JV of a 3rd entity & the other entity is an associate of the 3rd entity.
v. The entity is a post-employment benefit plan for the benefit of employees of either
the reporting entity or an entity related to the reporting entity
entity. If the reporting entity is
itself such a plan, the sponsoring employers are also related to the reporting entity.
vi. The entity is controlled or jointly controlled by a person identified in (a).
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Section 33: Related Party Disclosures
• A related party is a person or entity that is related to the entity that is
preparing its financial statements (i.e. reporting entity).
b) An entity is related to a reporting entity if any of the following conditions applies:
vii. a person identified in (a)(i) has significant voting power in the entity.
viii. a person identified in (a)(ii) has significant influence over the entity or significant
voting power in it.
ix. a person or a close member of that person’s family has both significant influence
over the entity or significant voting power in it and joint control over the reporting
entity.
x.

a member of the key management personnel of the entity or of a parent of the
entity, or a close member of that member’s
member s family, has control or joint control over
the reporting entity or has significant voting power in it.

Modified (shortened) in final HKAS 24
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Section 33: Related Party Disclosures
• An entity shall disclose key management
personnel compensation in total. (PE 33.7)
• HKAS 24 requires the disclosure to include
– Key management personnel compensation in
total and
for each of the following categories:
a) short-term employee benefits;
b) post-employment benefits;
c)) other
th long-term
l
t
benefits;
b
fit
d) termination benefits; and
e) share-based payment. (HKAS 24.17)
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Section 33: Related Party Disclosures
Similar to
HKAS 24

• If an entity has related party transactions,
– it shall disclose the nature of the related party relationship as well as
information about the transactions,
transactions outstanding balances and
commitments necessary for an understanding of the potential effect
of the relationship on the financial statements.
– At a minimum, disclosures shall include:
a. the amount of the transactions.
b. the amount of outstanding balances and:
i. their terms and conditions, including whether they are secured,
and the nature of the consideration to be provided in settlement,
and
ii. details of any guarantees given or received.
c. provisions for uncollectible receivables related to the amount of
outstanding balances.
d. the expense recognised during the period in respect of bad or doubtful
debts due from related parties. (PE 33.9)
© 2010 Nelson Consulting Limited
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Section 33: Related Party Disclosures
• An entity is exempt from the disclosure of related party transaction in
PE 33.9 in relation to:
a. a state (a national, regional or local government) that has control, joint
control or significant influence over the reporting entity, and
b. another entity that is a related party because the same state has control,
joint control or significant influence over both the reporting entity and the
other entity.

• However, the entity must still disclose a parent-subsidiary relationship.
(PE 33.11)

The above exemption is not the same
as HKAS 24 (revised 2009)
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Section 34: Specialised Activities
• Section 34 provides guidance on financial reporting by Private Entities
involved in three types of specialised activities: (PE 34.1)
Agriculture
Extractive
Activities
Service
Concessions
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Section 34: Specialised Activities
• Definition of agriculture is same to HKAS 41

Agriculture

– However, HKFRS for PE only requires that the fair
value or cost of the asset can be measured reliablyy
without undue cost or effort (PE 34.3)

• An entity can choose the accounting policy for
each class of its biological assets as follows:
Fair Value Model
Cost Model

a. the fair value model for those biological assets for
which fair value is readily determinable without
undue cost or effort
b. the cost model for all other biological assets.
(PE 34.2)
34 2)

HKAS 41 only allows exemption from
fair value when the fair value cannot
be measured reliably
© 2010 Nelson Consulting Limited
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Section 34: Specialised Activities
• An entity shall measure a biological asset on initial
recognition and at each reporting date
Agriculture

– at its fair value less costs to sell.
– Changes in fair value less costs to sell shall be
recognised in profit or loss.
(PE 34.4)

Fair Value Model

• Agricultural produce harvested from an entity‘s
biological assets shall be measured
– at its fair value less costs to sell at the point of
harvest.
• Such measurement is the cost at that date when
applying Section 13 Inventories or another
applicable section of this HKFRS. (PE 34.5)
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Section 34: Specialised Activities
• For those biological assets whose fair value is not
readily determinable without undue cost or effort,
the entityy shall measure
Agriculture

– at cost less any accumulated depreciation and any
accumulated impairment losses (PE 34.8)

• The entity shall measure agricultural produce
harvested from its biological assets
Cost Model

– at fair value less estimated costs to sell at the point
of harvest.
• Such measurement is the cost at that date when
applying Section 13 or other sections of this
HKFRS. (PE 34.9)
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Section 34: Specialised Activities
• To account for expenditure on the acquisition or
development of tangible or intangible assets for
use in extractive activities byy applying
pp y g
Extractive
Activities

¾ Section 17 Property, Plant and Equipment and
¾ Section 18 Intangible Assets other than Goodwill,
respectively

• When an entity has an obligation to dismantle or
remove an item, or to restore the site, such
obligations and costs are accounted for
– in accordance with Section 17 and Section 21
Provisions and Contingencies. (PE 34.11)

HKFRS 6 specifies the relevant
requirements and may prohibit some
items to be capitalised as asset.
© 2010 Nelson Consulting Limited
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Section 34: Specialised Activities
• Definition and accounting of services concession
arrangements are similar to HK(IFRIC) 12
– There are two principal categories of them:

Service
Concessions

An unconditional contractual
right to receive cash or
another financial asset
A right (a licence) to charge
users of the public service

Financial Asset
Section 11 and 12

Intangible Asset
Section 18
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Today’s Agenda

Transition to HKFRS for Private Entities
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Transition to HKFRS for PE
• An entity can be a first-time adopter of the
HKFRS for PE only once.
• If an entity using the HKFRS for Private Entities
stops using it but adopts it again later,
– the special exemptions, simplifications and
other requirements in this section do not apply
to the re-adoption. (PE 35.2)
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As First-time Adopter
• An entity’s first financial statements that conform to
HKFRS for PE are
– the first annual financial statements in which the entity
makes an explicit and unreserved statement in those
financial statements of compliance with the HKFRS
for PE. (PE 35.4)

• An entity’s date of transition to the HKFRS for PE
(T-date) is
– the beginning of the earliest period for which the entity
presents full comparative information in accordance
with
ith thi
this HKFRS in
i its
it first
fi t financial
fi
i l statements
t t
t that
th t
conform to HKFRS for PE. (PE 35.5)
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Procedures for Preparing at T-date

Recognise

• Except as provided in this HKFRS, an entity shall, in
its opening statement of financial position as of its
date of transition ((T-date)) to the HKFRS for PE (i.e.
(
the beginning of the earliest period presented):
a. recognise all assets and liabilities whose recognition
is required by the HKFRS for Private Entities;

Not
Recognise

b. not recognise items as assets or liabilities if this
HKFRS does not permit such recognition;

R l
Reclassify
if

c. reclassify items that it recognised under its previous
financial reporting framework as one type of asset,
li bili or component off equity,
liability
i but
b are a different
diff
type of asset, liability or component of equity under
this HKFRS; and

Measure

d. apply this HKFRS in measuring all recognised assets
and liabilities. (PE 35.7)

• Recognise all adjustments directly in retained earnings (or, if appropriate,
another category of equity) at the date of transition to this HKFRS.
© 2010 Nelson Consulting Limited
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Procedures for Preparing at T-date
Example

Recognise

Selected examples:
¾ Derivatives, deferred tax, environmental or
decommissioning costs

Not
Recognise

¾ Research, start-up and pre-operating costs, staff
training, deferred advertising cost, relocation costs

R l
Reclassify
if

Measure

¾ Some intangible assets from goodwill, some
preference shares reclassified to debts, some
investments meeting the definitions of a subsidiary
¾ Deferred tax can’t be discounted, derivatives at fair
value

• Recognise all adjustments directly in retained earnings (or, if appropriate,
another category of equity) at the date of transition to this HKFRS.
© 2010 Nelson Consulting Limited
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Procedures for Preparing at T-date
• On first-time adoption of this HKFRS, an entity
shall not retrospectively change the
accounting
g that it followed under its p
previous
financial reporting framework for any of the
following transactions:
a. derecognition of financial assets and financial
liabilities.
b. hedge accounting.
c. accounting estimates.
d. discontinued operations.
p
e. measuring non-controlling interests. (PE 35.9)
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Procedures for Preparing at T-date
• An entity may use one or more of the following exemptions in preparing
its first financial statements that conform to this HKFRS:
a.
b.
c.
d.
e.
f.
g.
h
h.
i.
j.
k.
l.

Business combinations (exempt for those effected before T-date).
T date).
Share-based payment transactions (exempt for granted before T-date).
Fair value as deemed cost (for PPE, IP and IA).
Revaluation as deemed cost (for PPE, IP and IA).
Cumulative translation differences (deemed zero).
Separate financial statements (cost or deemed cost for investments).
Compound financial instruments (exempt for liabilities not o/s at T-date).
Deferred income tax (not recognise if undue cost or effort).
effort)
Service concession arrangements (exempt for those entered before T-date).
Extractive activities (test impairment at T-date).
Arrangements containing a lease (assess at T-date).
Decommissioning liabilities included in the cost of property, plant and
equipment (measure at T-date). (PE 35.10)
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Procedures for Preparing at T-date
• If it is impracticable for an entity to restate the opening statement of
financial position at T-date, the entity shall
– apply the requirements for such adjustments in the earliest period for
which it is practicable to do so, and
– shall identify the data presented for prior periods that are not
comparable with data for the period in which it prepares its first
financial statements that conform to this HKFRS.
• If it is impracticable for an entity to provide any disclosures required by
this HKFRS for any period before the period in which it prepares its first
financial statements that conform to this HKFRS,
– the omission shall be disclosed. (PE 35.11)
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Disclosure
• An entity shall explain how the transition from its
previous financial reporting framework to this
HKFRS affected its reported
p
– financial position,
– financial performance and
– cash flows. (PE 35.12)
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Disclosure
• An entity‘s first fin. statements prepared using this
HKFRS shall include:
a. a description of the nature of each change in
accounting policy.
b. reconciliations of its equity determined in accordance
with its previous financial reporting framework to its
equity determined in accordance with this HKFRS for
both of the following dates:

Nature of
Policy Change
Reconciliation of
Equity

i. the date of transition to this HKFRS (T-date), and
ii. the end of the latest period presented in the entity’s
most recent annual financial statements determined in
accordance with its previous fin. reporting framework.

c. a reconciliation of the profit or loss determined in
accordance with its previous financial reporting
framework for the latest period in the entity‘s most
recent annual financial statements to its profit or loss
determined in accordance with this HKFRS for the
same period. (PE 35.11)

Reconciliation of
Profit or Loss
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Disclosure
Example
• If Entity NAA adopts HKFRS for PE for the year ending 31 December
2010 and provide one year comparative.
• Please suggest the date or period of reconciliations required under
HKFRS for PE.

1 Jan. 2009 and 31 Dec. 2009

Reconciliation of
Equity

The year ended 31 Dec. 2009

Reconciliation of
Profit or Loss
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Today’s Agenda

Highlight of Differences between HKFRS
for Private Entities and SME-FRS
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Highlight of SME-FRS
Main Principles
SME Financial
Reporting Framework

and
SME Financial
Reporting Standard

The SME-FRF and SME-FRS have the following
characteristics:
• Not directly linked to
• Independence,
Main HKFRS
self-contained and • Selective fallback is not
comprehensive
allowed
• A simplified version
of HKAS/SSAP

• Mainly derived from Main
HKFRS (or HK SSAP)
• Definitions largely the
• Follow
F ll
hi
historical
t i l
same
cost convention
• Recognition on some
items not required
• Reduce disclosure
requirements significantly
• To balance cost and benefit
• Only qualifying entities can choose to adopt
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Highlight of SME-FRS
Main Principles
SME Financial
Reporting Framework

and
SME Financial
Reporting Standard

• In the event that the SME-FRS does not
cover an event or a transaction undertaken
by an entity
¾ management may consider the SME-FRF
for guidance on developing an appropriate
accounting policy, consistent with the
historical cost convention, for that particular
event or transaction.

Self--contained
Self
Historical Cost
Convention
© 2010 Nelson Consulting Limited
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Highlight of SME-FRS
Be careful …...
fit your reporting
need?
SME Financial
Reporting Framework

and
SME Financial
Reporting Standard

Main Principles
• Explicitly, compliance with SME-FRF and
SME-FRS cannot enable an entity to claim
– compliance with Main HKFRS, or
– financial statement giving “a true and
fair view”

• Explicitly, compliance with SME-FRF and
SME-FRS would only result in financial
statements achieving
– achieving “a proper presentation appropriate
for SMEs", and/or
– exhibiting “a true and correct view”.

© 2010 Nelson Consulting Limited
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Highlight of SME-FRS
• Specific requirements in SME-FRS are divided into
17 sections
• Each section discusses one topic
topic, which is a topic
covered in separate HKFRS (or HK SSAP)
– Obviously, such requirements are originated from the
HKFRS or HK SSAP
– But cover less topics, are more simplified, and have
less disclosure requirements

Specific Requirements (in 17 sections)
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Highlight of SME-FRS: 17 Sections
17 sections in SME-FRS
Section 1
Section 2
Section 3
Section 4
Section 5
Section 6
Section 7
Section 8
Section 9
Section 10
Section 11
Section 12
Section 13
Section 14
Section 15
Section 16
Section 17

Equivalent HKAS

Presentation of Financial Statements
Accounting Policies, Changes in Accounting Estimates
and
dE
Errors
Property, Plant and Equipment
Intangible Assets
Leases
Investments
Inventories
Construction Contracts
Impairment of Assets
Provision Contingent Liabilities and Contingent Assets
Provision,
Revenue
Government Grants and Other Government Assistance
Borrowing Costs
Income Taxes
The Effects of Changes in Foreign Exchange Rates
Related Party Disclosures
Events After the Balance Sheet Date

© 2010 Nelson Consulting Limited

⇐ HKAS 1
⇐ HKAS 8
⇐
⇐
⇐
⇐
⇐
⇐
⇐
⇐
⇐
⇐
⇐
⇐
⇐
⇐
⇐

HKAS
HKAS
HKAS
HKAS
HKAS
HKAS
HKAS
HKAS
HKAS
HKAS
HKAS
HKAS
HKAS
HKAS
HKAS

16
38
17
39
2
11
36
37
18
20
23
12
21
24
10
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Highlight of SME-FRS: 17 Sections
Some sections are clearly originated
17 sections in SME-FRS partially from HK SSAP
Section 1
Section 2
Section 3
Section 4
Section 5
Section 6
Section 7
Section 8
Section 9
Section 10
Section 11
Section 12
Section 13
Section 14
Section 15
Section 16
Section 17

Equivalent SSAP

Presentation of Financial Statements
Accounting Policies, Changes in Accounting Estimates
and
dE
Errors
Property, Plant and Equipment
Intangible Assets
Leases
Investments
Inventories
Construction Contracts
Impairment of Assets
Provision Contingent Liabilities and Contingent Assets
Provision,
Revenue
Government Grants and Other Government Assistance
Borrowing Costs
Income Taxes
The Effects of Changes in Foreign Exchange Rates
Related Party Disclosures
Events After the Balance Sheet Date

⇐ SSAP 1
⇐ SSAP 17
⇐ SSAP 29

⇐ SSAP 11
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Highlight of SME-FRS: 17 Sections
17 sections in SME-FRS have not included the following topics
HKAS 7
HKAS 19
HKAS 26
HKAS 27
HKAS 28
HKAS 29
HKAS 31
HKAS 32
HKAS 33
HKAS 34
HKAS 39

Cash Flow Statements
Employee Benefits
A
Accounting
ti and
dR
Reporting
ti b
by R
Retirement
ti
tB
Benefits
fit Pl
Plans
Consolidated and Separate Financial Statements
Investments in Associates
Financial Reporting in Hyperinflationary Economics
Investments in Joint Ventures
Financial Instruments: Disclosure and Presentation
Earnings Per Share
Interim Financial Reporting
Financial Instruments: Recognition
Topics not covered are mainly:
and Measurement
• consolidation
HKAS 40 Investment Property
• industry specific topics
HKAS 41 Agriculture
• disclosures of listed company
• some complicated issues (like
financial instruments)
© 2010 Nelson Consulting Limited
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Highlight of SME-FRS: 17 Sections
17 sections in SME-FRS have not included the following topics
HKFRS 1
HKFRS 2
HKFRS 3
HKFRS 4
HKFRS 5
HKFRS 6
HKFRS 7
HKFRS 8
HKFRS 9

First-time Adoption of Hong Kong Financial Reporting Standards
Share-based Payment
Business Combinations
Insurance Contracts
Non-current Assets Held for Sale and Discontinued Operations
Exploration for and Evaluation of Mineral Resources
Financial Instruments: Disclosure
Operating Segments
Financial Instruments

All HKFRS 1 to 9 are not
addressed in the 17 sections
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Choose or Not Choose ……

Not
Choose

Bonus
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Advantages for HKFRS for PE
• “True and fair view” on the financial statements
• No restriction of Section 141D
• Shareholders
Shareholders’ continuous agreement not
required
• No size test
• Applicable to subsidiary of listed entities
• IFRS/HKFRS label:
– resulting image to the external users, say
bankers and creditors
– convergence to international practice
• More comprehensive and more extensive
coverage
• Have business combination and consolidation
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Advantages for SME-FRS
•
•
•
•
•
•
•
•
•
•

Tax
Implication!
Saving the cost of compliance
Following historical cost convention – simple
No deferred tax is required
No cash flow statement is required
No separate statement of changes in equity is required
Fair value accounting on financial instruments can be
avoided
Fair value accounting on investment property can be
avoided
Less disclosure requirements
Discounting is not required (but permitted in some
cases)
More ……
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Choose or Not Choose ……

Not
Choose

Bonus
Bonus
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PE – Similar to HKFRS
35 sections in HKFRS for PE

Equivalent HKFRS

3
4
5
7
8
10
13
20
21
23
27
29
32

⇐
⇐
⇐
⇐
⇐
⇐
⇐
⇐
⇐
⇐
⇐
⇐
⇐

Financial Statement Presentation
Statement of Financial Position
St t
Statement
t off Comprehensive
C
h
i Income
I
& Income
I
Statement
St t
t
Statement of Cash Flows
Notes to the Financial Statements
Accounting Policies, Estimates and Errors
Inventories
Leases
Provisions and Contingencies
Revenue
Impairment of Assets
Income Tax
Events after the End of the Reporting Period
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HKAS 1
HKAS 1
HKAS 1
HKAS 7
HKAS 1
HKAS 8
HKAS 2
HKAS 17
HKAS 37
HKAS 18
HKAS 36
HKAS 12
HKAS 10
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PE – Minor Differences from HKFRS
35 sections in HKFRS for PE
1
2
6
16
18
22
28
31

Private Entities
Concepts and Pervasive Principles
St t
Statement
t off Changes
Ch
in
i Equity
E it and
d
A new alternative
Statement of Income and Retained Earnings
Investment Property
Fair value model only
Intangible Assets Other Than Goodwill
No revaluation model & indefinite life
Liabilities and Equity
Employee Benefits
Differences on defined benefit plan
Hyperinflation
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PE – Some Differences from HKFRS
35 sections in HKFRS for PE
9
11
12
14
15
17
19
24
25
26
30
33
34
35

Consolidated and Separate
Financial Statements
B i Financial
Basic
Fi
i l Instruments
I t
t
Other Financial Instruments Issues
Investments in Associates
Investments in Joint Ventures
Property, Plant and Equipment
Business Combinations and Goodwill
Government Grants
Borrowing Costs
Share-Based
Share
Based Payment
Foreign Currency Translation
Related Party Disclosures
Specialised Activities
Transition to the HKFRS for Private
Entities
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Based on original HKAS 27
Significant differences (more fair value)
Significant differences (more fair value)
Three alternative and no proportionate
consolidation
No revaluation model
Based on original HKFRS 3
More restrictive
Expense only
No recycling upon disposal
Based on ED not revised final HKAS 24
Most critical and difficult?
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HKFRS for Private Entities
27 October 2010

Full set of slides in PDF can be found in
www NelsonCPA com hk
www.NelsonCPA.com.hk
Small
vs.
Large

Nelson Lam 林智遠
nelson@nelsoncpa.com.hk
www.NelsonCPA.com.hk
www.Facebook.com/NelsonCPA
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HKFRS for Private Entities
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Q&A Session
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