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PREFACE

ABOUT THIS EDITION OF IFRS ACCOUNTING TRENDS
& TECHNIQUES
IFRS Accounting Trends & Techniques (IFRS ATT ) is the newest addition to the series of Accounting
Trends & Techniques publications. These AICPA bestsellers are the tools of choice for financial reporting
and have an unmatched legacy of innovation and practical application.
Similar to the other titles in the series, IFRS ATT includes helpful reporting guidance, compiles annual
reporting and disclosure data, and presents illustrative reporting examples from an extensive analysis of
the annual reports of entities across the globe and across numerous industries. To expand the number
of countries and industries represented in the sample, the eligibility criteria in this edition are different
from those in the first edition as follows:
• Whereas the first edition included only listed entities, this edition includes two (2) survey entities
that are not publicly traded. Of the two unlisted survey entities, one is a farm-owned cooperative
and the other is a subsidiary of another entity.
• Whereas the first edition surveyed only those entities whose required statement of compliance
confirmed the financial statements were prepared in conformity with International Financial Reporting Standards (IFRSs) as issued by the International Accounting Standards Board (IASB), this
edition also includes survey entities for which the national standards applicable to their jurisdiction
are essentially equivalent to IFRSs as issued by the IASB (for example, Australia).

The latter change in eligibility requirements may affect the wording of an entity’s explicit, unreserved
statement of compliance with IFRSs in the financial statement note disclosures. Therefore, to be included
in the survey sample, entities domiciled in jurisdictions in which the required accounting standards may
not be in full conformity with IFRSs, such as the European Union, were required to include either the
phrase “as issued by the IASB” in the statement of compliance or a separate sentence that confirms the
standards applied in the financial statements are not different from those issued by the IASB. Entities
domiciled in jurisdictions where the national standards are essentially equivalent to IFRSs as issued by
the IASB were not required to include this additional confirmation of compliance with IFRS as issued by
the IASB. Survey entities that are also SEC registrants are required by the SEC to add the phrase “as
issued by the IASB” to their statement of compliance.
IFRS ATT provides preparers and auditors and other financial professionals with an invaluable resource for incorporating new and existing accounting and reporting guidance into financial statements
using presentation techniques adopted by some of the most recognized entities in the world. IFRS ATT
can also be used internally by an entity’s management and externally by investors, analysts, and academics to build their base of understanding and awareness of financial statement presentation under
IFRSs and the accounting policies prevalent across different industries around the world reporting under
IFRSs.

ORGANIZATION AND CONTENT
This 2010 edition of IFRS ATT incorporates information from the annual reports of 160 carefully selected
entities generally having annual fiscal periods ending between January and December 2009.
The content of IFRS ATT addresses many of the common requirements most likely to be encountered
when reporting on the general purpose financial statements, including consolidated financial statements
of commercial, industrial, and business reporting entities, as defined in Framework for the Preparation
and Presentation of Financial Statements (framework) within the IASB’s IFRS 2010 bound volume. The
framework sets forth the concepts that underlie the preparation and presentation of financial statements for external users and contains definitions of the elements of financial statements (that is, assets,
liabilities, equity, income, and expenses).
Among other purposes, the framework assists preparers of financial statements in applying IFRSs and
in dealing with topics that have yet to form the subject of a specific standard or interpretation. Although
the framework is not a standard, the requirements of IAS 8, Accounting Policies, Changes in Accounting
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Estimates and Errors, essentially establish the framework as part of the IFRS hierarchy of accounting
and reporting requirements.
To provide you with the most useful and comprehensive look at current financial reporting techniques
and methods, IFRS ATT is topically organized using familiar financial statement terminology and offers
the following:
• Descriptive guidance that includes comparisons of the current reporting requirements under IFRSs
and U.S. generally accepted accounting principles (GAAP). U.S. GAAP is generally considered to
be the requirements of the Financial Accounting Standards Board (FASB) Accounting Standards
CodificationTM (ASC) and regulations of the U.S. Securities and Exchange Commission (SEC) for
those foreign private issuers that are SEC registrants.
• Statistical tables that track reporting trends
• Illustrative examples from the surveyed annual reports showing reporting techniques
• Detailed indexes

Different terms for the same underlying concepts within IFRSs and U.S. GAAP are identified to enhance
relevance and understanding.

Reporting Guidance
IFRS ATT offers discerning, plain English guidance covering the significant IFRSs and U.S. GAAP accounting and financial statement reporting requirements in a narrative presentation consistently applied
throughout all the sections. You’ll find a strategic use of common headings (overview, recognition and
measurement, presentation, and disclosure) throughout all sections; under those common headings appear subheadings for IFRSs and U.S. GAAP. Although not a substitute for the authoritative accounting
and reporting standards, the reporting guidance boils down the complex requirements with a focus on
the reader’s clear understanding of the content. The related authoritative sources for each requirement
are cited within the narratives (for example, IFRS 3, Business Combinations, FASB ASC 310, Receivables,
or Regulation S-K).
In 2010, the IASB issued two editions of the 2010 bound volume of IFRSs. One edition (blue) includes
the latest consolidated version of the entire authoritative body of IFRSs as at December 31, 2009 that are
required for annual reporting periods beginning on January 1, 2010. The other edition (red) includes newly
issued or amended standards and interpretations as at December 31, 2009, with full early application.
The latter edition, for example, includes IFRS 9, Financial Instruments, which is effective for annual
reporting periods beginning on or after January 1, 2013. The IFRS narratives and comparisons to U.S.
GAAP only refer to standards in the blue edition. Author’s Notes provide information about standards
and interpretations included in the red edition when applicable (for example, to accompany an excerpt
illustrating early application of IFRS 9).
During 2010, the FASB and the IASB either separately or jointly issued proposals for changes to
existing standards. If finalized, these proposals would change recognition, measurement, presentation
and disclosure requirements, some significantly. For example, the IASB issued exposure drafts proposing
changes to IAS 17, Leases, and IAS 18, Revenue from Contracts with Customers. At the same time, FASB
issued comparable exposure drafts: Proposed Accounting Standards Update—Leases (Topic 840) and
Proposed Accounting Standards Update—Revenue Recognition (Topic 605): Revenue from Contracts
with Customers. Information about these proposed changes is not included in this edition of IFRS ATT.
For easy reference and to avoid potential confusion, comparisons of IFRSs to U.S. GAAP are confined
within the U.S. GAAP components of the narratives.

Reporting Trends
Statistical trends tables are easily identified by a shaded background, which distinguishes them from
content excerpted from a survey entity’s financial statements. These tables show reporting trends across
the available choices in recognition, measurement, and presentation in such diverse reporting matters
as financial statement format and terminology and the treatment of transactions and events reflected in
the financial statements. Additional trends of this nature will be added in future editions.

Illustrative Reporting Examples
IFRS ATT presents carefully selected reporting examples excerpted from the audited annual reports of
the survey entities to illustrate current reporting techniques and various presentation practices. Each
edition of IFRS ATT includes completely new reporting examples found to be particularly relevant and
useful to financial statement preparers and other users in illustrating current reporting practices.
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Indexes
Indexes in this edition include the “Company Index,” which alphabetically lists each of the 160 survey
entities included in the current edition and identifies where in the text excerpts from their annual reports
can be found; the “Pronouncements Index,” which provides for easy cross-referencing of the IFRS
framework, standards, and interpretations (collectively, IFRSs) to the applicable descriptive narratives;
and a detailed “Subject Index,” which directs the reader to all significant topics included throughout the
narratives.

AUTHORITATIVE SOURCES
Unless otherwise indicated, references to IFRSs throughout this 2010 edition of IFRS ATT refer to the
version of those standards and interpretations included in IFRS 2010 bound volume (blue edition) that are
effective for annual reporting periods beginning on or after January 1, 2010. When necessary, Author’s
Notes provide information about newly issued standards and interpretations that are effective for annual
periods beginning on or after a later date.
Unless otherwise indicated, references to U.S. GAAP throughout this 2010 edition of IFRS ATT refer
to the FASB Accounting Standards CodificationTM as at December 31, 2009.1
Note that the AICPA Code of Professional Conduct has been revised to recognize the IASB in London
as an accounting body for purposes of establishing IFRSs, thus granting AICPA members the option to
use IFRSs as an alternative to U.S. GAAP.
Also note that the effective dates of recently released guidance affect the timing of its inclusion in the
financial statements of the survey entities, thereby affecting the availability of illustrative excerpts for
potential inclusion in each edition of IFRS ATT.

INTERNATIONAL FINANCIAL REPORTING STANDARDS
What Is IFRSs?
IFRSs is a set of accounting standards and interpretations developed and issued by the IASB, a Londonbased independent accounting standard-setting body consisting of 15 members from 11 countries, including four members from the United States. Important elements of member selection include technical
competence, recent practical experience, and diversity, including diversity in terms of work experience
such as one’s background as a financial statement preparer, auditor, and external user, and diversity in
terms of a member’s country of origin.
IASB began operations in 2001, when it succeeded the International Accounting Standards Committee
(IASC). IASC was formed in 1973, soon after the formation of the Financial Accounting Standards Board
(FASB). In 2001, when the IASB replaced the IASC, a new, independent oversight body, the IASC
Foundation, was created to appoint the members of the IASB and oversee its due process. The IASC
Foundation’s oversight role is very similar to that of the Financial Accounting Foundation in its capacity
as the oversight body of FASB.
The term “IFRSs” has both a narrow and a broad meaning. Narrowly, IFRSs refer to the new numbered
series of pronouncements issued by the IASB, as differentiated from International Accounting Standards
(IASs) issued by its predecessor, the IASC. More broadly, however, IFRSs refer to the entire body of
authoritative IASB pronouncements, including those issued by the IASC and their respective interpretive
bodies. Therefore, the authoritative IFRSs literature, in its broadest sense and as applied in IFRS ATT,
includes the following:
• Standards, whether labeled IFRSs or IASs
• Interpretations, whether labeled IFRIC (referring to the International Financial Reporting Interpretations Committee, the current interpretive body of the IASC Foundation) or SIC (Standing Interpretations Committee, the predecessor to IFRIC and former interpretive body of the IASC)
• IFRS framework
1

Financial Accounting Standards Board (FASB) Statement of Financial Accounting Standards No. 168, The FASB
Accounting Standards CodificationTM and the Hierarchy of Generally Accepted Accounting Principles—a replacement
of FASB Statement No. 162, significantly changed the U.S. generally accepted accounting principles (GAAP) hierarchy
and the entire structure of U.S. GAAP by establishing FASB Accounting Standards CodificationTM as the authoritative
source of U.S. accounting and reporting standards for nongovernmental entities, in addition to guidance issued by the
U.S. Securities and Exchange Commission (SEC) relevant for SEC registrants. FASB Statement No. 168 is effective for
financial statements issued for interim and annual periods ending after September 15, 2009. This new standard reduces
the U.S. GAAP hierarchy to two levels: authoritative U.S. GAAP (guidance found in FASB ASC) and nonauthoritative
U.S. GAAP (guidance not found in FASB ASC). Exceptions include all rules and interpretive releases of the SEC under
the authority of federal securities laws, which are sources of authoritative GAAP for SEC registrants, and certain
grandfathered guidance having an effective date before March 15, 1992.
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The preface to the IFRS 2010 bound volume states that IFRSs are designed to apply to the general
purpose financial statements and other financial reporting of all profit-oriented entities including commercial, industrial, and financial entities regardless of legal form or organization. Included within the
scope of profit-oriented entities are mutual insurance companies and other mutual cooperative entities
that provide dividends or other economic benefits to their owners, members, or participants. IFRSs are
not designed to apply to not-for-profit entities or those in the public sector, but these entities may find
IFRSs appropriate in accounting for their activities. In contrast, U.S. GAAP is designed to apply to all nongovernmental entities, including not-for-profit entities, and includes specific guidance for not-for-profit
entities, development stage entities, limited liability entities, and personal financial statements.
The IASB’s approach to establishing standards and interpretations differs to some degree from that
of FASB. In developing an IFRS, the IASB strikes a different balance than FASB in developing U.S.
GAAP by expecting preparers to rely on core principles and more limited application guidance with
fewer prescriptive rules than found in U.S. GAAP. In contrast, FASB has traditionally leaned more toward
providing extensive prescriptive guidance and detailed rules.
The difference in the amount of industry specific guidance is an example of the different approaches.
Currently, IFRSs include only three standards (for example, IAS 41, Agriculture)2 that might be regarded
as primarily industry-specific guidance. However, the scope of these standards includes all entities to
which the scope of IFRSs applies. In contrast, U.S. GAAP has considerable guidance for entities within
specific industries. For example, on liability recognition and measurement alone, U.S. GAAP contains
specific guidance for entities in the following industries:
•
•
•
•
•
•

Agriculture
Health care
Contractors and construction
Contractors and the federal government
Entertainment, with separate guidance for casinos, films, and music
Financial services, with separate guidance for brokers and dealers, depository and lending, insurance, and investment companies

For nonmonetary transactions, U.S. GAAP provides specific guidance for the airline, software, and entertainment industries. U.S. GAAP also addresses some specific transactions not currently addressed in
IFRSs, such as accounting for reorganizations, including quasi-reorganizations, troubled debt restructuring, spinoffs, and reverse spinoffs.

Convergence of U.S. GAAP and IFRSs
Converging the standards of FASB and IASB was the primary focus of both organizations’ boards during
2009–2010 as a result of an agreement to complete core projects by mid-2011. This commitment gained
momentum in 2002, when FASB and the IASB signed what is known as the Norwalk Agreement. At that
meeting, FASB and IASB pledged to use their best efforts to (a) make their existing financial reporting
standards fully compatible as soon as is practicable, and (b) to coordinate their future work programs to
ensure that, once achieved, compatibility is maintained. That agreement was reaffirmed in a February
2006 Memorandum of Understanding (MoU), which was based on the following three principles:
• Convergence of accounting standards can best be achieved through the development of high
quality, common standards over time.
• Trying to eliminate differences between two standards that are in need of significant improvement
is not the best use of FASB’s and IASB’s resources—instead, a new common standard should be
developed that improves the financial information reported to investors.
• Serving the needs of investors means that FASB and IASB should seek convergence by replacing
standards in need of improvement with jointly developed new standards.

At their joint meeting in April 2008, FASB and the IASB again affirmed their commitment to developing
common, high quality standards, and agreed on a path to completing the MoU projects, including projected completion dates. In September 2008, the two boards jointly published an update of their 2006
MoU to report the progress they have made since and to set the goal of completing their major joint
projects by 2011. During 2010, the board regularly updated project completion dates as difficulties in
completing projects arose. Some projects (for example, Income Taxes) were removed from the convergence schedules when the boards agreed that convergence was unlikely to be achieved in the short
time available. Each board believes that such standards would improve the quality, consistency, and
comparability of financial information for investors and capital markets around the world.
2

In addition to International Accounting Standards 41, the other International Financial Reporting Standards (IFRSs)
that address issues specific to certain industries are IFRS 4, Insurance Contracts, and IFRS 5, Exploration for and
Evaluation of Mineral Resources.
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Both IASB and FASB provide extensive information about convergence projects and their other
projects on their respective web sites, often with links to the relevant page on the opposite partner’s
site.

OTHER AICPA PUBLICATIONS
For the same reasons that you’ll find IFRS ATT to be the premier resource for financial reporting under
IFRSs, the other publications in the Accounting Trends & Techniques series are just as robust and deserving to be your tool of choice for their respective types of financial reporting. A similar publication
in this series that focuses exclusively on U.S. GAAP is Accounting Trends & Techniques (product code
0099010). Now in its 64th edition, this AICPA bestseller is filled with all new examples of current reporting techniques and methods used by 500 of the top publicly traded U.S. companies across all major
industries. See www.cpa2biz.com for ordering information.

NOTICE
IFRS ATT is a nonauthoritative practice aid and is not designed to provide a comprehensive understanding of all the requirements contained in U.S. GAAP and IFRSs and does not identify all possible
differences between those aforementioned bases of accounting. IFRS ATT does not include reporting
requirements relating to other matters such as internal control or agreed upon procedures.
Authoritative guidance on accounting treatments in accordance with IFRSs can only be made by
reference to the IFRSs themselves, which are copyright of the IASC Foundation and can be acquired
directly from the IASB.
IFRS ATT has not been reviewed, approved, disapproved, or otherwise acted on by any senior technical committee of the AICPA and does not represent official positions or pronouncements of the AICPA.
The use of this publication requires the exercise of individual professional judgment. It is not a substitute for the original authoritative pronouncements. Users are urged to refer directly to applicable
authoritative pronouncements when appropriate. As an additional resource, users may call the AICPA
Technical Hotline at 1-877-242-7212.

FEEDBACK
We hope that you find this inaugural edition of IFRS ATT to be informative and useful. Please let us know!
What features do you like? What do you think can be improved or added? We encourage you to give
us your comments and questions about all aspects of IFRS ATT. Please direct your feedback to Doug
Bowman, using the following contact information. All feedback is greatly appreciated and kept strictly
confidential.
Doug Bowman—Accounting & Auditing Publications
AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS
220 Leigh Farm Road
Durham, NC 27707-8110
Telephone: 919–402-4871
Email: dbowman@aicpa.org
You can also contact the Accounting and Auditing Publications team of the AICPA directly via email:
A&Apublications@aicpa.org
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1

SECTION 1: GENERAL TOPICS AND RELATED DISCLOSURES∗

STATISTICAL PROFILE INFORMATION ON
SURVEY ENTITIES USED IN THIS EDITION

TABLE 1-1: GENERAL INFORMATION ABOUT SURVEY ENTITIES
Entity Name
ABSA Group Limited.......................................
Abu Dhabi Aviation PJSC...............................
Abu Dhabi National Hotels PJSC...................
Acergy S.A......................................................
Adval Tech Holding Ltd...................................
AEGON N.V....................................................
Aico Africa Limited (formerly, The Cotton
Company of Zimbabwe Limited)(7) ..............
Aixtron Aktiengesellschaft ..............................
Alcatel-Lucent.................................................
Alesco Corporation Limited ............................
Allied Irish Bank plc.........................................
Alumina Limited ..............................................
American Beverage Company – Ambev........
Anooraq Resources Corporation....................
Aquarius Platinum Limited..............................
ArcelorMittal....................................................
ARM Holdings plc...........................................
ARYZTA AG....................................................
Ashtead Group plc..........................................
AstraZeneca plc..............................................
Autonomy Corporation plc..............................
Aviva plc..........................................................
AXA SA...........................................................
Barclays plc.....................................................
A.G. Barr plc ...................................................
Barry Callebaut AG.........................................
BBA Aviation plc.............................................
BHP Billiton plc and BHP Billiton Limited(3) ....
BP plc..............................................................
Brewin Dolphin Holdings plc...........................
British Sky Broadcasting Group plc................
N Brown Group plc..........................................

Country of
Incorporation
South Africa
United Arab
Emirates
United Arab
Emirates
Luxembourg
Switzerland
The Netherlands
Zimbabwe
Germany
France
Australia
Ireland
Australia
Brazil
Canada
Australia
Luxembourg
United Kingdom
Switzerland
United Kingdom
United Kingdom
United Kingdom
United Kingdom
France
United Kingdom
United Kingdom
Switzerland
United Kingdom
United Kingdom
and Australia,
respectively
United Kingdom
United Kingdom
United Kingdom
United Kingdom

Ticker
AMAGB

Stock
Exchange(1)
JSE

Fiscal Year End
December 31 2009

Presentation
Currency(2)
ZAR

ADAVIATION

ADX

December 31 2009

AED

ADNH
ACGY
ADVN
AEG

ADX
NASDAQ
SIX
NYSE

December 31 2009
November 30 2009
December 31 2009
December 31 2009

AED
USD
CHF
EUR

ZSE
NASDAQ®
NYSE
ASX
NYSE
NYSE
NYSE
TSX
LSE
NYSE
LSE
SIX
LSE
NYSE
LSE
LSE
NYSE
NYSE
LSE
SIX
LSE
NYSE

March 31 2008
December 31 2009
December 31 2009
May 31, 2009
December 31 2009
December 31 2009
December 31 2009
December 31 2009
June 30 2009
December 31 2009
December 31 2009
July 31 2009
December 31 2009
December 31 2009
December 31 2009
December 31 2009
December 31 2009
December 31 2009
January 31 2009
August 31 2009
December 31 2009
December 31 2009

ZWL
EUR
EUR(6)
AUD
EUR
AUD
BRL
CAD
AUD
USD
GBP
EUR
GBP
USD
USD
GBP
EUR
GBP
GBP
CHF
GBP
USD

COTTCO
AIXG
ALU
ALS
AIB
AWC
ABV
ARQ
AQP
MT
ARM
ARYB
AHT
AZN
AU
AV
AXA
BCS
BAG
BARN
BBA
BHP/BBL
BP
BRW
BSY
BWNG

NYSE
LSE
NYSE
LSE

December 31 2009
September 28(4) 2009
June 30 2009
March 1(4) 2009

USD
GBP
GBP
GBP

(continued)
∗

Unless otherwise indicated, references to International Accounting Standards Board (IASB) standards and interpretations throughout this 2010
edition of IFRS Accounting Trends & Techniques refer to the version
of those standards and interpretations included in the IFRS 2010 bound
volume, the official printed consolidated text of IASB standards and interpretations, including revisions, amendments, and supporting documents,
issued as of January 1, 2010.
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TABLE 1-1: GENERAL INFORMATION ABOUT SURVEY ENTITIES (continued )
Entity Name
BT Group plc.............................................................
Cellcom Israel Ltd.....................................................
Centum Investment Company Ltd............................
Chemical Specialities Ltd..........................................
China Eastern Airlines Corporation Limited.............
China Gold International Resources, Inc. (formerly,
Jinshan Gold Mines, Inc.)......................................
China Mobile Limited................................................
China Southern Airlines Company Limited ..............
China Telecom Corporation Limited.........................
Chocoladefabriken Lindt & Sprüngli AG...................
City Telecom (HK) Ltd ..............................................
Clariant Ltd................................................................
Clicks Group Limited.................................................
C.M.T. Medical Technologies Ltd.............................
Compagnie Financière Richemont SA.....................
Compagnie Générale de Géophysique-Veritas,
S.A.........................................................................
Compañia Cervecerias Unidas S.A..........................
Credicorp Ltd.............................................................
CRH Public Limited Company..................................
Crucell N.V................................................................
CSR plc.....................................................................
Daimler AG................................................................
Delhaize Brothers and Co “The Lion” (Delhaize
Group) SA..............................................................
Deutsche Bank Aktiengesellschaft...........................
Deutsche Telekom AG..............................................
DHT Holdings, Inc.....................................................
Diageo plc.................................................................
Diploma Group Limited.............................................
DSG International plc................................................
Eastern Platinum Limited..........................................
Elbit Imaging Ltd.......................................................
Emporiki Bank Romania SA.....................................
Enersis S.A...............................................................
Eni SPA.....................................................................
Flughafen Zürich AG.................................................
France Telecom........................................................
Galenica Ltd..............................................................
Gerdau S.A...............................................................
Givaudan SA.............................................................
GlaxoSmithKline plc..................................................
Gol Linhas Aéreas Inteligentes S.A..........................
Graincorp Limited......................................................
Guangshen Railway Company Limited....................
Harmony Gold Mining Co Ltd...................................
Heatherdale Resources Ltd......................................
Helical Bar plc...........................................................
HGL Limited..............................................................
Hikma Pharmaceuticals plc......................................
Homburg Invest, Inc..................................................
HSBC Holdings plc ...................................................
Huaneng Power International, Inc............................

Presentation
Currency(2)
GBP
ILS
KES
ZAR
CNY

Country of
Incorporation
United Kingdom
Israel
Kenya
South Africa
China

Ticker
BT
CEL
IIC
CNB
CEA

Stock
Exchange(1)
NYSE
NYSE
NSE
JSE
NYSE

Fiscal Year End
March 31 2009
December 31 2009
March 31 2009
March 31 2009
December 31 2009

Canada
Hong Kong
China
China
Switzerland
Hong Kong
Switzerland
South Africa
Israel
Switzerland

CGG
CHL
ZNH
CHA
LISN
CTEL
CLN
CLS
CMD
CFR

TSX
NYSE
NYSE
NYSE
SIX
NASDAQ
SIX
JSE
Euronext
SIX

December 31, 2009
December 31 2009
December 31 2009
December 31 2009
December 31 2009
August 31 2009
December 31 2009
August 31 2009
December 31 2009
March 31 2009

USD
CNY
CNY
CNY
CHF
HKD
CHF
ZAR
USD
EUR

France
Chile
Bermuda
Ireland
The Netherlands
United Kingdom
Germany

CGV
CCU
BAP
CRH
CRXL
CSR
DAI

NYSE
NYSE
NYSE
NYSE
NASDAQ
LSE
NYSE

December 31 2009
December 31 2009
December 31 2009
December 31 2009
December 31 2009
January 2(4) 2009
December 31 2009

EUR
CHP
USD
EUR
EUR
USD
EUR

Belgium
Germany
Germany
Marshall Islands
United Kingdom
Australia
United Kingdom
Canada
Israel
Romania
Chile
Italy
Switzerland
France
Switzerland
Brazil
Switzerland
United Kingdom
Brazil
Australia
China
Canada
Canada
United Kingdom
Australia
United Kingdom
Canada
United Kingdom
China

DEG
DBK
DT
DHT
DGE
DGX
DXNS
ELR.TO
EMIT

NYSE
NYSE
NYSE
NYSE
LSE
ASX
LSE
TSX
NASDAQ
Unlisted
NYSE
NYSE
SIX
NYSE
SIX
NYSE
SIX
NYSE
BVMF
ASX
NYSE
NASDAQ
TSX-V
LSE
ASX
LSE
TSX
NYSE
NYSE

December 31 2009
December 31 2009
December 31 2009
December 31 2009
June 30 2009
June 30 2009
May 31 2009
December 31 2009
December 31 2009
December 31 2009
December 31 2009
December 31 2009
December 31 2009
December 31 2009
December 31 2009
December 31 2009
December 31 2009
December 31 2009
December 31 2009
December 31 2009
December 31 2009
June 30 2009
December 30 2009
March 31 2009
September 30 2009
December 31 2009
December 31 2009
December 31 2009
December 31 2009

EUR
EUR
EUR
USD
GBP
AUD
GBP
USD
ILS
EUR
CHP
EUR
CHF
EUR
CHF
BRL
CHF
GBP
BRL
CHF
CNY
USD
USD
GBP
AUD
USD
CAD
USD
CNY

ENI
E
FHZN
FTE
GALN
GGB
GIVN
GSK
GOL
GNC
GSH
HMY
HTR
HLCL
HNG
HIK
HII.A
HBC
HNP

(continued)
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Section 1: General Topics and Related Disclosures

TABLE 1-1: GENERAL INFORMATION ABOUT SURVEY ENTITIES (continued )
Entity Name
Hutchison Telecommunications International
Limited...................................................................
InterContinental Hotels Group plc............................
JSC BTA Bank..........................................................
JSC Halyk Bank........................................................
Julius Baer Group Ltd...............................................
Koninkluke Philips Electronics NV............................
Lihir Gold Limited......................................................
Magyar Telekom plc..................................................
Melrose Resources plc.............................................
Millicom International Cellular S.A............................
Mobile Industries Limited..........................................
Mondi Limited and Mondi plc(3) .................................
National Grid plc........................................................
National Westminster Bank plc.................................
Nestlé SA..................................................................
Nobel Biocare Holding AG........................................
Nokia Corporation.....................................................
Northern Dynasty Minerals Litd................................
Novartis AG...............................................................
Novo-Nordisk A/S.....................................................
OAO Gazprom..........................................................
OTI Energy AG.........................................................
Panalpina World Transport (Holding) Ltd.................
Pargesa Holding AG.................................................
Partner Ccommunications Co LTD...........................
Pearson plc...............................................................
Portugal Telecom, SGPS, S.A. ................................
Prudential plc............................................................
PSP Swiss Property Ltd............................................
Randgold Resources Limited....................................
Reckitt Benckiser Group plc.....................................
Reed Elsevier N.V. and Reed Elsevier plc(3) ............
Repsol YPF, S.A.......................................................
Rio Tinto Limited and Rio Tinto plc(3) .......................
Roche Holding Ltd ....................................................
Royal Bank of Scotland Group plc ...........................
Royal Dutch Shell plc................................................
Ryanair Holdings plc.................................................
Sanofi-Aventis...........................................................
SAP AG.....................................................................
Sappi Limited............................................................
Sasol Limited.............................................................
Set Point Group Limited............................................
Seven Arts Pictures plc.............................................
Siemens Aktiengesellschaft......................................
Silver Fern Farms Limited.........................................
Smith & Nephew plc..................................................
SouthGobi Energy Resources..................................

Country of
Incorporation
Cayman Islands(5)
United Kingdom
Kazakhstan
Kazakhstan
Switzerland
The Netherlands
Papua New Guinea
Hungary
United Kingdom
Luxembourg
South Africa
South Africa and
United Kingdom,
respectively
United Kingdom
United Kingdom
Switzerland
Switzerland
Finland
Canada
Switzerland
Denmark
Russia
Switzerland
Switzerland
Switzerland
Israel
United Kingdom
Portugal
United Kingdom
Switzerland
United Kingdom
United Kingdom
The Netherlands and
United Kingdom,
respectively
Spain
Australia and
United Kingdom,
respectively
Switzerland
United Kingdom
United Kingdom
Ireland
France
Germany
South Africa
South Africa
South Africa
United Kingdom
Germany
New Zealand
United Kingdom
Canada

Presentation
Currency(2)

Ticker

Stock
Exchange(1)

HTX
IHG
BTAS
HSBK
BAER
PHG
LIHR
MTA
MRS
MICC
MOB
MNDI

NYSE
NYSE
KASE
KASE
SIX
NYSE
NASDAQ
NYSE
NYSE
NYSE
JSE
LSE

December 31 2009
December 31 2009
December 31 2009
December 31 2009
December 31 2009
December 31 2009
December 31 2009
December 31 2009
December 31 2009
December 31 2009
December 31 2009
December 31 2009

HKD
USD
KZT
KZT
CHF
EUR
USD
HUF
USD
USD
ZAR
EUR

NGG
NW.C
NESN
NOBN
NOK
NDM
NVS
NVO
OGZPY
OTI
PWTN
PARG
PTNR
PSO
PT
PUK
PSPN
GOLD
RB
ENL

NYSE
NYSE
SIX
SIX
NYSE
TSX-V
NYSE
NYSE
NASDAQ
SIX
SIX
SIX
NASDAQ
NYSE
NYSE
NYSE
SIX
NASDAQ
LSE
NYSE

March 31 2009
December 31 2009
December 31 2009
December 31 2009
December 31 2009
December 31 2009
December 31 2009
December 31 2009
December 31 2009
December 31 2009
December 31 2009
December 31 2009
December 31 2009
December 31 2009
December 31 2009
December 31 2009
December 31 2009
December 31 2009
December 31 2009
December 31 2009

GBP
GBP
CHF
EUR
EUR
CAD
USD
DKK
RUB
CHF
CHF
CHF
ILS
GBP
EUR
GBP
CHF
USD
GBP
GBP

REP
RTP

NYSE
NYSE

December 31 2009
December 31 2009

EUR
USD

ROG
RBS
RDSB
RYAAY
SNY
SAP
SPP
SSL
SPO
SAPX
SI
SFF
SNN
SGQ

SIX
NYSE
NYSE
NASDAQ
NYSE
NYSE
NYSE
NYSE
JSE
NASDAQ
NYSE
Unlisted
NYSE
TSX-V

December 31 2009
December 31 2009
December 31 2009
March 31 2009
December 31 2009
December 31 2009
September 30 2009
June 30 2009
August 31 2009
June 30 2009
September 30 2009
August 31 2009
December 31 2009
December 31 2009

CHF
GBP
USD
EUR
EUR
EUR
USD
ZAR(6)
ZAR
USD
EUR
NZD
USD
USD

Fiscal Year End

(continued)
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TABLE 1-1: GENERAL INFORMATION ABOUT SURVEY ENTITIES (continued )
Entity Name
Stagecoach plc..........................................................
Straumann Holding AG.............................................
Swiss Life Holding Ltd...............................................
Swisscom Ltd............................................................
Syngenta AG.............................................................
TAM S.A....................................................................
Taylor Wimpey plc....................................................
Technicolor (formerly Thomson)...............................
Telecom Corporation of New Zealand Limited.........
Telecom Italia S.p.A..................................................
Telefonica S.A...........................................................
Tenaris S.A...............................................................
Ternium S.A..............................................................
Thomson Reuters Corporation.................................
Tomkins plc...............................................................
A/S Dampskibsselskabet TORM..............................
Total S.A. ..................................................................
Tourism Holdings Limited.........................................
Travis Perkins plc......................................................
Trencor Limited.........................................................
Trinity Biotech plc......................................................
Turkcell Iletisim Hizmetleri AS..................................
UBS AG.....................................................................
Ultra Electronics Holdings plc...................................
Unilever N.V. and Unilever plc(3) ..............................
Veolia Environnement...............................................
Vodafone Group plc..................................................
WPP Group plc.........................................................
Yanzhou Coal Mining Company Limited..................
(1)

(2)

(3)

(4)
(5)
(6)
(7)

Country of
Incorporation
United Kingdom
Switzerland
Switzerland
Switzerland
Switzerland
Brazil
United Kingdom
France
New Zealand
Italy
Spain
Luxembourg
Luxembourg
Canada
United Kingdom
Denmark
France
New Zealand
United Kingdom
South Africa
Ireland
Turkey
Switzerland
United Kingdom
The Netherlands and
United Kingdom,
respectively
France
United Kingdom
United Kingdom
China

Ticker
SGC
STMN
SLHN
SCMN
SYT
TAM
TW
TCH
NZT
TI
TEF
TS
TX
TRI
TKS
TRMD
TOT
THL
TPK
TRE
TRIB
TKC
UBS
ULE
UN/UL
VE
VOD
WPPGY
YZC

Stock
Exchange(1)
NYSE
SIX
SIX
SIX
NYSE
NYSE
LSE
NYSE
NYSE
NYSE
NYSE
NYSE
NYSE
NYSE
NYSE
NASDAQ
NYSE
NZX
LSE
JSE
NASDAQ
NYSE
NYSE
LSE
NYSE

Fiscal Year End
April 30 2009
December 31 2009
December 31 2009
December 31 2009
December 31 2009
December 31 2009
December 31 2009
December 31 2009
June 30 2009
December 31 2009
December 31 2009
December 31 2009
December 31 2009
December 31 2009
January 3(4) 2009
December 31 2009
December 31 2009
December 31, 2009
December 31 2009
December 31 2009
December 31 2009
December 31 2009
December 31 2009
December 31 2009
December 31 2009

NYSE
NYSE
NASDAQ
NYSE

December 31 2009
March 31 2009
December 31 2009
December 31 2009

Presentation
Currency(2)
GBP
CHF
CHF
CHF
USD
BRL
GBP
EUR
NZD
EUR
EUR
USD
USD
USD
USD
USD
EUR
NZD
GBP
ZAR
USD
USD
CHF
GBP
EUR
EUR
GBP
GBP
CNY

All but two (2) survey entities are listed on stock exchanges. Of the unlisted survey entities, Silver Fern Farms is a cooperative owned by
livestock producers and Emporiki Bank of Romania is a subsidiary of a listed entity. For ease of use, this table uses a code to identify a
stock exchange. The code is either the acronym used by that particular exchange on its website or the common acronym in the International
Standards Organization (ISO) market identifier code list. The name of the stock exchange corresponding to the code in this table and the
unique market identifier code assigned by the ISP is shown in Table 1-5.
Currency codes used in this table are those established by the International Organization for Standardization:
AED: UAE Dirham
HKD: Hong Kong Dollar
AUD: Australian Dollar
HUF: Hungarian Forint
BRL: Brazilian Real
ILS: New Israeli Sheqel (or Shekel)
CAD: Canadian Dollar
(may also be denoted as NIS)
CHF: Swiss Franc
KES: Kenyan Shilling
CHP: Chilean Peso
KZT: Tenge
CNY: Chinese Yuan Renminbi
NZD: New Zealand Dollar
(may also be denoted as RMB)
RUB: Russian Ruble
DKK: Danish Krone
USD: U.S. Dollar
EUR: Euro
ZAR: South African Rand
GBP: British Pound Sterling
ZWL: Zimbabwe Dollar
These entities are dual listed. A dual listed entity is a corporate structure in which two listed entities, each with its own shareholders, share
one set of assets and liabilities, results of operations, management and other governance structure. The risks and rewards are shared in
proportions laid out in an equalization agreement. These entities issue one set of financial statements applicable to shareholders of both
listed entities. See Table 1-4 below.
52- or 53-week annual fiscal period.
Cayman Islands is a non-self governing British overseas territory.
These survey entities provide convenience translations of their financial statements into U.S. dollars.
Aico Africa Limited (formerly, The Cotton Company of Zimbabwe) is included in the sample of survey companies to provide an illustration of
the application of IAS 29 Financial Reporting in Hyperinflationary Economies. Inflation in Zimbabwe was so severe that Aico was unable to
apply IAS 29 in its 2009 financial statements and the relevant excerpt is from the 2008 financial statements.

IFRS ATT

P1: PjU
ACPA166-01(a)

AICPA

AICPA-IFRS-ATT.cls

December 18, 2010

14:17

5

Section 1: General Topics and Related Disclosures

TABLE 1-2: CLASSIFICATION OF SURVEY
ENTITIES BY INDUSTRY(1)

TABLE 1-3: SURVEY ENTITIES’ COUNTRY
OF INCORPORATION

Industry
Aerospace & Defense.......................................................
Agriculture.........................................................................
Airline.................................................................................
Automotive........................................................................
Banking.............................................................................
Beverage...........................................................................
Broadcasting & Cable TV.................................................
Building Products..............................................................
Business Services.............................................................
Candy................................................................................
Chemicals..........................................................................
Construction......................................................................
Consumer Electronics.......................................................
Entertainment....................................................................
Food..................................................................................
Forest Products.................................................................
Holding Company..............................................................
Household Cleaners .........................................................
Industrial Machinery..........................................................
Insurance...........................................................................
Medical Devices & Diagnostics ........................................
Metals................................................................................
Mining................................................................................
Oil & Gas...........................................................................
Online Services.................................................................
Paper & Packaging...........................................................
Pharmaceuticals................................................................
Portable Computers..........................................................
Printing & Publishing.........................................................
Professional & Management Services.............................
Railways............................................................................
Real Estate........................................................................
Retailing – Non-Food........................................................
Securities...........................................................................
Semiconductors................................................................
Software............................................................................
Supermarkets....................................................................
Telecom Equipment..........................................................
Telecommunications.........................................................
Transportation...................................................................
Travel & Leisure................................................................
Utilities...............................................................................

2009
1
3
6
1
13
4
1
3
2
2
6
1
2
1
3
1
2
1
4
5
5
4
15
10
1
1
9
1
3
1
1
4
2
2
2
2
1
2
18
7
2
4

2008
3
0
3
1
6
2
1
2
2
0
2
1
1
0
2
1
0
1
2
5
2
2
8
6
1
1
7
1
2
0
1
2
1
1
2
1
1
2
17
32
2
3

Total..................................................................................

160

100

(1)

The industry classification of the survey entities is determined
by the author based on a number of considerations, including a review of the entities’ annual reports, regulatory filings
and company profiles available on www.alacrastore.com and
www.corporateinformation.com. AlacraStore.com is a service of
Alacra, Inc., a leading global provider of business and financial information and proprietary solutions that enable clients to quickly
find, analyze, package and present mission-critical business information. CorporateInformation.com is a premier provider of
value-added corporate and industry information for competitive
analysis and research, and is a service of Wright Investors’ Service. Certain reclassifications have been made to the prior year’s
data for comparison purposes.

Bermuda............................................................................
Canada..............................................................................
Cayman Islands(1) .............................................................
Commonwealth of Australia (Australia)............................
Federal Republic of Germany...........................................
Federative Republic of Brazil............................................
French Republic (France).................................................
Grand-Duchy of Luxembourg (Luxembourg)...................
Hong Kong, China.............................................................
Independent State of Papua New Guinea (Papua New
Guinea)..........................................................................
Italian Republic (Italy).......................................................
Kingdom of Belgium (Belgium).........................................
Kingdom of Denmark (Denmark)......................................
Kingdom of Spain (Spain).................................................
New Zealand.....................................................................
Portuguese Republic (Portugal) .......................................
Republic of Chile...............................................................
Republic of Finland (Finland)............................................
Republic of Hungary (Hungary)........................................
Republic of Ireland (Ireland).............................................
Republic of Kazakhstan....................................................
Republic of Kenya.............................................................
Republic of South Africa (South Africa)............................
Republic of the Marshall Islands.......................................
Republic of Turkey (Turkey).............................................
Republic of Zimbabwe......................................................
Romania............................................................................
Russian Federation (Russia)............................................
State of Israel (Israel) .......................................................
Swiss Confederation (Switzerland)...................................
The Netherlands................................................................
The People’s Republic of China (China)..........................
United Arab Emirates........................................................
United Kingdom of Great Britain and Northern Ireland....
Dual Listed Companies(2) ..................................................
Total..................................................................................
(1)
(2)

2009
1
8
1
6
6
4
8
5
2

2008
0
0
1
3
6
0
8
4
1

1
2
1
2
2
3
1
2
1
1
4
2
1
9
1
1
1
1
1
4
23
3
6
2
39
5

1
1
1
2
2
1
1
0
1
1
3
0
0
3
0
1
0
0
1
1
3
6
2
0
42
4

160

100

Cayman Islands is a non-self governing British overseas territory.
The five (5) dual listed entities listings are as follows:
• United Kingdom and Australia: BHP Billiton plc and BHP
Billiton Limited
• United Kingdom and South Africa: Mondi plc and Mondi
Limited
• United Kingdom and The Netherlands: Reed Elsevier plc
and Reed Elsevier N.V.
• United Kingdom and Australia:: Rio Tinto plc and Rio Tinto
Limited
• United Kingdom and The Netherlands: Unilever plc and
Unilever N.V.
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TABLE 1-4: STOCK EXCHANGES ON WHICH SURVEY ENTITIES WERE LISTED AS OF DECEMBER 31, 2009
Exchange
Abu Dhabi Securities Market (ADX)...........................................................................
Australian Securities Exchange (ASX).......................................................................
BM&FBOVESPA S.A. - Bolsa De Valores, Mercadorias E Futuros (BVMF) ............
NYSE Euronext – Euronext: Paris, Paris....................................................................
JSE Securities Exchange Limited (JSE).....................................................................
Kazakhstan Stock Exchange (KASE).........................................................................
London Stock Exchange (LSE)...................................................................................
Nairobi Stock Exchange (NSE)...................................................................................
NASDAQ Stock Market (NASDAQ)............................................................................
New York Stock Exchange (NYSE)............................................................................
New Zealand Exchange Limited (NZX)......................................................................
SIX Swiss Exchange (SIX)..........................................................................................
Toronto Stock Exchange (TSX)..................................................................................
TSX Venture Exchange (TSX-V)................................................................................
Zimbabwe Stock Exchange (ZSE)..............................................................................
Unlisted (See Table 1-1).............................................................................................

ISO Market
Identifier Code
XASE
XASX
BVMF
XPAR
XJSE
XKAZ
XLON
XNAI
XNMS
XNYS
XNZE
XVTX
XTSE
XTSX
XZIM

Country
United Arab Emirates
Australia
Brazil
France
South Africa
Kazakhstan
United Kingdom
Kenya
United States
United States
New Zealand
Switzerland
Canada
Canada
Zimbabwe

Total............................................................................................................................

2008
0
1
0
0
0
0
23
0
9
67
0
0
0
0
0
0

160

100

TABLE 1-6: SURVEY ENTITIES’ AUDIT FIRMS

TABLE 1-5: SURVEY ENTITIES’ MONTH OF FISCAL
YEAR END
January..............................................................................
February............................................................................
March ................................................................................
April...................................................................................
May....................................................................................
June...................................................................................
July....................................................................................
August...............................................................................
September.........................................................................
October..............................................................................
November..........................................................................
December..........................................................................
52–53 week annual fiscal period......................................

2009
1
0
9
1
2
9
1
5
3
0
1
124
4

2008
1
0
6
1
1
5
0
0
2
0
0
79
5

Total..................................................................................

160

100

IFRS ATT

2009
2
4
1
1
6
2
19
1
15
78
1
20
4
3
1
2

KPMG................................................................................
Deloitte..............................................................................
Ernst & Young...................................................................
PricewaterhouseCoopers .................................................
Grant Thornton..................................................................
BDO...................................................................................
Audited by two audit firms.................................................
Other audit firms ...............................................................

2009
37
40
20
44
3
1
11
4

2008
16
29
14
27
3
0
9
2

Total..................................................................................

160

100
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Section 1: General Topics and Related Disclosures

IASB’S FRAMEWORK FOR THE
PREPARATION AND PRESENTATION
OF FINANCIAL STATEMENTS
IAS 1, PRESENTATION
OF FINANCIAL STATEMENTS
IAS 8, ACCOUNTING POLICIES,
CHANGES IN ACCOUNTING
ESTIMATES AND ERRORS
IFRSs Overview and Comparison
to U.S. GAAP
1.01 The International Accounting Standards Board’s

(IASB’s) Framework for the Preparation and Presentation of
Financial Statements (framework) establishes the concepts
that underlie the preparation and presentation of financial
statements for external users. Together with the framework, International Accounting Standard (IAS) 1, Presentation of Financial Statements, and IAS 8, Accounting Policies, Changes in Accounting Estimates and Errors, describe
the guidance of International Financial Reporting Standards
(IFRSs) with respect to the necessary characteristics and elements of financial statements; definitions of assets, liabilities,
equity, revenue and income; expenses; and the general criteria
for their recognition.
1.02 The framework establishes the following underlying

principles of financial reporting in accordance with IFRSs:
• The objective of financial statements is to provide information about an entity’s financial position, performance, and changes in financial position that is useful
to a wide range of users in making economic decisions.
To meet this objective, an entity should prepare its financial statements on an accrual basis with the assumption
that the entity is a going concern.
• The following four principal qualitative characteristics
of financial statements make information useful to users
of IFRSs financial statements:
— Understandability assumes users have a reasonable
knowledge of economic and business activities and
accounting and are willing to study the provided information with diligence. However, this characteristic should not preclude an entity from including
complex information in the financial statements that
may be difficult for some users to understand.
— Relevance to users’ decision making requires the
provided information to be able to influence these
decisions by helping users evaluate past, present, or
future events or confirm or correct past evaluations.
Materiality affects the relevance of information and
provides a threshold for including information in the
financial statements. Information is material when its
omission or misstatement could influence a user’s
decision based on financial statement information.
— Reliability means that the information is free from
material error and bias and users can depend on the
information to faithfully represent the transactions
and other events that the provided information either purports to represent or could reasonably be

expected to represent. One necessary characteristic of reliable information is that an entity accounts
for and presents information in accordance with its
substance and economic reality, not simply its legal
or contrived form. Another characteristic is that the
information be neutral or free from bias. Because
preparers of the financial statements contend with
uncertainties that surround the events and circumstances incorporated into the financial statements,
an entity should include a degree of caution (prudence or conservatism) in its exercise of judgments
in making estimates but not be so prudent or conservative that it creates hidden reserves or excessive
provisions. Finally, reliable information is complete
within the bounds of materiality and cost.
— Comparability of information allows users to identify trends in financial position and performance over
time and across entities. Therefore, an entity should
measure and display information consistently in the
financial statements and should communicate and
explain its accounting policy choices, any changes
in those policies, and the effect of these changes on
the financial statements. Comparability also requires
the entity to present and disclose information from
period to period.
1.03 The framework recognizes several constraints on an

entity’s ability to prepare and present relevant and reliable
information, including timeliness and the need to balance
not only costs and benefits but also qualitative characteristics.
With respect to these constraints, the framework expects an
entity to understand that its overriding consideration is the
decision-making needs of users.
1.04 The presumption in the framework is that when an

entity applies the aforementioned qualitative characteristics
and the appropriate IFRSs, an entity’s financial statements
will convey a fair presentation, or true and fair view, of its
financial position and performance.
1.05 Although the framework is not an accounting standard

and does not create recognition, measurement, or disclosure
requirements or override the requirements of any standard,
IAS 8 requires entities to consider the framework when evaluating an accounting issue not specifically addressed in IFRSs.
Author’s Note
See the discussion of IAS 8 under “Recognition and
Measurement.”

Recognition and Measurement
IFRSs
1.06 The framework defines the elements of financial po-

sition: assets, liabilities, and equity. An asset is a resource
controlled by the entity as a result of past events from which
future economic benefits are expected to flow to the entity.
A liability is a present obligation as a result of past events,
the settlement of which is expected to result in an outflow
from the entity of resources embodying economic benefits.
Equity is the residual interest in the assets of the entity after
deducting all liabilities (net assets).
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1.07 The framework defines the elements of performance:

1.13 IAS 8 establishes the criteria for selecting and chang-

income and expenses. Income is increases in economic benefits during the accounting period in the form of inflows or
enhancements of assets or decreases in liabilities that result in
increases in equity, other than those related to contributions
by equity participants. Expenses are decreases in economic
benefits during the accounting period in the form of outflows
or depletion of assets or incurrences of liabilities that result
in decreases in equity, other than those related to distributions to equity participants. An entity should only use the
term revenue to refer to income from ordinary business activities. An entity may use the terms income and expense to
refer to elements from both ordinary business activities and
other activities of the entity.

ing an accounting policy and the treatment and disclosure of
changes in policy (whether voluntary or mandatory), changes
in accounting estimates, and corrections of errors in the financial statements of prior periods.

1.08 The framework also describes general recognition cri-

teria, which is frequently reiterated in IFRSs, that prescribe
the accounting for particular financial statement elements. An
entity should recognize an element of the financial statements
if
• it is probable (that is, more likely than not) that any
future economic benefit associated with the element will
flow to or from the entity (probability criteria), and
• the cost or value of the item can be measured reliably
(measurement reliability criteria).
Even if an element fails the recognition criteria, an entity
may still need to disclose information about the element in
the notes.
1.09 IAS 1 establishes the basis for presentation by an entity

of general purpose financial statements to ensure comparability with those of other entities and with its own statements
from period to period. IAS 1 requires an entity to include
the following statements and supplemental information in a
complete set of financial statements:
• Statement of financial position
• Statement of comprehensive income
• Statement of cash flows
• Statement of changes in equity
• Note disclosures
1.10 IAS 1 establishes acceptable formats for the financial

statements and their minimum content and line items, the
details of which are included among the various sections
herein. IAS 1 also requires that each financial statement be
presented with the same prominence in a complete set of
financial statements.
1.11 An entity should make an explicit, unreserved state-

ment of compliance with IFRSs. However, IAS 1 provides
that in extremely rare circumstances, an entity can rebut the
presumption that compliance with every IFRS results in a fair
presentation and can deviate from an IFRS requirement only
when compliance would be so misleading that it would conflict with the objectives of financial statements in the framework. In these circumstances only, an entity should deviate
from an IFRS requirement, unless prohibited by its regulatory authority. This deviation is generally referred to as the
true and fair view override.
1.12 IAS 1 also requires management to assess whether the

entity is a going concern and to prepare its financial statements on that basis and to use the accrual basis of accounting,
except for cash flow information.

IFRS ATT 1.07

1.14 Among other definitions, IAS 8 includes the following:

Accounting policy. A specific principle, basis, convention, rule, or practice that an entity applies in its
financial statements.
Change in accounting estimate. An adjustment of the
carrying amount of an asset or liability or the amount of
the periodic consumption of an asset that results from
a current assessment about the present status or future
economic benefits of an asset. Because this change results from new information, it is not an error.
Prior period errors. Omissions or misstatements in
the entity’s financial statements in one or more prior periods from misuse or failure to use reliable information
that either was available or the entity could reasonably
have been expected to obtain and taken into account in
preparing the financial statements.
Material. Omissions or misstatements of items are
material if they could, individually or collectively, influence the economic decisions that users make on the
basis of financial statements. An entity should judge
materiality based on the nature and size of the omission or misstatement and surrounding circumstances,
either alone or in combination.
Impracticable. When the entity cannot apply a requirement of a standard or interpretation even after
making every reasonable attempt to do so. IAS 8 provides additional specific guidance for entities in determining whether retrospective application of a change
in accounting policy is impracticable.
1.15

IAS 8 requires an entity to determine its accounting
policy for a particular issue by applying all relevant IFRSs. In
the absence of a relevant IFRS, an entity should use its judgment to develop and use an accounting policy that provides
relevant and reliable information, as defined by the qualitative characteristics described in the framework. In making
the judgment previously described, IAS 1 requires an entity
to refer to and consider the following sources of guidance in
descending order:
a. Requirements in IFRSs dealing with similar and related
issues
b. Framework
An entity may also consider the most recent pronouncements
of other standard setters that have a similar conceptual framework, other accounting literature, and accepted industry practices, but only to the extent that these do not conflict with
either IFRSs or the framework.
Author’s Note
The requirement previously described is generally referred to as the IFRS hierarchy.

1.16 IAS 8 requires an entity to apply accounting policies

consistently to similar events and circumstances unless a specific IFRS requires or permits categorization of items for
which different policies would be appropriate. In the latter
case, an entity should apply an accounting policy consistently
to each category. IAS 8 permits an entity that is not adopting
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IFRSs for the first time to change its accounting policy only
in one of the following two circumstances:
• IFRSs require a change in policy, and
• The new policy provides reliable and more relevant
information.
1.17 IAS 8 does not consider an entity’s application of a

different policy to be a change in accounting policy when
the new policy is applied to transactions or events that are
substantively different from those occurring before, that did
not occur before, or that are immaterial.
1.18 When permitted or required to change an accounting

policy, an entity should apply the new policy retrospectively
or in accordance with any applicable transitional provisions
of an IFRS, except to the extent that it is impracticable to
determine the period-specific or cumulative effects of the
change. Retrospective application requires the entity to restate its financial statements as if it had always applied the new
policy. In addition to restating the relevant assets or liabilities,
the entity should adjust the opening balance of each affected
component of equity for the earliest period presented. When
retrospective application is impracticable for period-specific
effects, the entity should apply the new policy retrospectively
to the earliest period practicable. When retrospective application is impracticable for the cumulative effect, the entity
should apply the new policy prospectively from the earliest
period practicable.
1.19 Except to the extent that a change in accounting es-

timate affects the carrying amounts of assets or liabilities,
IAS 8 requires an entity to recognize a change in estimate
prospectively by recognizing it in profit or loss in the period
of change or future periods, to the extent the change relates to
those periods respectively. When the change affects the carrying amount of an asset or liability, the entity should adjust
the carrying amount in the period of change. For example,
when an entity determines there is a change in the expected
pattern of consumption of future benefits over an asset’s useful life, it should change its depreciation method to reflect
that pattern and treat the change as a change in accounting
estimate. An entity will recognize the effects of this change
in the amount of depreciation expense recognized both in the
current period and in future periods.
1.20 IAS 8 considers a change in measurement basis to be

a change in accounting policy, not a change in accounting
estimate. However, IAS 8 requires an entity that initially applies a policy of revaluation to applicable assets, either in
accordance with IAS 16, Property, Plant and Equipment, or
IAS 38, Intangible Assets, to treat the change from cost to
revalued amount as a revaluation in accordance with those
standards. When it is difficult to distinguish a change in policy from a change in estimate, an entity should account for
the change as a change in estimate.
1.21 With respect to prior period errors, an entity should cor-

rect any material errors by retrospective restatement, unless
impracticable, in the first set of financial statements authorized for issue after it detects the error by restating
• the comparative amounts for the prior periods affected,
when the error occurred during the period covered by
the statements, or
• the opening affected balance sheet line items of the earliest period presented, when the error occurred prior to
the period covered by the statements.

1.22 Retrospective restatement corrects the amounts of fi-

nancial statement elements as if the error had not occurred.
Similar to the impracticability exception for retrospective application, an impracticability exception can apply to an entity’s ability to determine both period-specific and cumulative effects. When retrospective restatement is impracticable
for period-specific effects, the entity should retrospectively
restate in the earliest period for which restatement is practicable. For a cumulative effect, the entity should restate prospectively from the earliest possible date.
U.S. GAAP
1.23

Financial Accounting Standards Board (FASB) Accounting Standards Codification (ASC) 105-10-05 explains
that if the necessary guidance for a transaction or event
is not specified within a source of authoritative U.S. generally accepted accounting principles (GAAP), an entity
should first consider accounting principles for similar transactions or events within a source of authoritative U.S. GAAP
for that entity and then consider nonauthoritative guidance
from other sources. When those accounting principles either prohibit the application of the accounting treatment to
the particular transaction or event or indicate that the accounting treatment should not be applied by analogy, an entity should not follow those accounting principles. Unlike
IFRSs, the concept statements are not considered authoritative sources of U.S. GAAP, and FASB ASC does not give
preference to the concept statements over other nonauthoritative sources. FASB ASC does not state that consistency
with the concept statements in connection with an entity’s
application of an accounting treatment is necessary. The following items are examples of sources of nonauthoritative accounting and financial reporting practices identified in FASB
ASC:
• Practices that are widely recognized and prevalent either
generally or in the industry
• FASB Concepts Statements
• AICPA issues papers
• IFRSs
• Pronouncements of professional associations or regulatory agencies
• Technical Information Service Inquiries and Replies included in AICPA Technical Practice Aids
• Accounting textbooks, handbooks, and articles (such as
IFRS Accounting Trends & Techniques).
Author’s Note
The AICPA Code of Professional Conduct and Bylaws
has been revised to recognize the IASB in London as
an accounting body for purposes of establishing IFRSs,
thus granting AICPA members the option to use IFRSs,
including International Financial Reporting Standard
for Small and Medium-sized Entities (IFRS for SMEs),
as an alternative to FASB ASC, as applicable. As defined in the standard, SMEs are entities that do not have
public accountability and publish general purpose financial statements for external users. Therefore, IFRS
for SMEs is not applicable to Securities and Exchange
Commission (SEC) registrants.
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1.24 As discussed in FASB ASC 105-10-05-1, unlike

IFRSs, U.S. GAAP, as codified in FASB ASC, includes the
rules and interpretive releases of the SEC as sources of authoritative GAAP as a convenience to SEC registrants. In
addition to SEC rules and interpretive releases, the SEC staff
issues Staff Accounting Bulletins that represent practices that
the staff follows when administering SEC disclosure requirements. SEC staff announcements and observer comments
made at meetings of the Emerging Issues Task Force publicly announce the staff’s views on certain accounting issues
for SEC registrants.
Author’s Note
SEC rules and interpretative releases may expand,
modify, or decrease accounting and disclosure requirements for foreign private issuers, regardless of whether
they file their annual financial statements with the SEC
in Form 10-K, Form 20-F, or Form 40-F (Canadian issuers). Therefore, it is critical to consider SEC requirements, as well as those of FASB ASC, when reviewing
the financial statements of SEC registrants. A general
reference to FASB ASC in this publication does not include the SEC materials. When requirements are taken
from an SEC rule or regulation, that rule or regulation will be cited directly. A reference to U.S. GAAP
should be read to include both FASB ASC and SEC
requirements.
1.25 Like IFRSs, paragraphs 1–2 of FASB ASC 250-10-45

include the presumption that, once adopted, an entity should
not change an accounting principle (policy) to account for
events and transactions of a similar type. Like IFRSs, FASB
ASC 250-10-45-2 permits an entity to change an accounting
principle in certain circumstances, such as when required to
do so by new authoritative accounting guidance that mandates
the use of a new accounting principle, interprets an existing
principle, expresses a preference for an accounting principle,
or rejects a specific principle. Similar to IFRSs, this paragraph
also permits an entity to change an accounting principle if it
can justify the use of an allowable alternative accounting
principle on the basis that it is preferable. However, unlike
IFRSs, FASB ASC does not define a preferable policy and,
therefore, does not constrain the choice to one that is more
relevant to the users of the financial statements.
1.26 Like IFRSs, FASB ASC 250-10-45-1 does not consider

the following to be changes in accounting principle:
• Initial adoption of an accounting principle for new
events or transactions
• Initial adoption of an accounting principle for new
events or transactions that previously were immaterial
in their effect
• Adoption or modification of an accounting principle for
substantively different transactions or events from those
occurring previously
1.27 Like IFRSs, FASB ASC 250-10-45-5 requires an entity

to apply a change in accounting principle retrospectively to all
prior periods, unless it is impracticable to do so. Like IFRSs,
retrospective application requires cumulative adjustments to
the carrying amounts of assets and liabilities at the beginning
of the earliest period presented; an adjustment, if any, to the
opening balance of retained earnings or other relevant equity
account; and adjusted financial statements for each individual prior period presented to reflect the period-specific effects

IFRS ATT 1.24

of applying the new accounting principle. FASB ASC 25010-45-7 provides similar guidance to that in IAS 8 when the
impracticability exception applies to period-specific effects
or to all periods. However, unlike IFRSs, FASB ASC 250-1045-8 permits only direct effects of the change to be included
in the retrospective adjustment and prohibits an entity from
including indirect effects that would have been recognized if
the newly adopted accounting principle had been followed
in prior periods. An entity should only report indirect effects in the period in which the accounting change is made.
In contrast, IFRSs require an entity to adjust the financial
statements as if it had always applied the new policy and do
not distinguish between the direct and indirect effects of the
change.
1.28 Like IFRSs, FASB ASC 250-10-45-17 requires an en-

tity to account for a change in accounting estimate prospectively in the period of change if the change affects that period
only or in the period of change and future periods if the change
affects both.
1.29 Like IFRSs, paragraphs 18–19 of FASB ASC 250-10-

45 recognize that it may be difficult to distinguish between
a change in an accounting principle and a change in an accounting estimate. Unlike IFRSs, FASB ASC 250-10-45-18
provides additional guidance for those circumstances when
an entity’s change in estimate is affected by a change in accounting principle, recognizing that the effect of a change
in accounting principle or the method of applying it may be
inseparable from the effect of the change in accounting estimate. An example of such change is a change in the method of
depreciation, amortization, or depletion for long-lived nonfinancial assets. Although, like IFRSs, FASB ASC 250-1045-19 permits an entity to apply this change prospectively
as a change in accounting estimate, unlike IFRSs, an entity should only make a change in accounting estimate affected by a change in accounting principle if the entity can
justify the new accounting principle on the basis that it is
preferable.
1.30 Like IFRSs, paragraphs 23–24 of FASB ASC 250-10-

45 require an entity to correct any error in the financial statements of a prior period discovered after the financial statements are issued or available to be issued by restating the
prior period financial statements. These paragraphs in FASB
ASC require such errors to be reported as an error correction
by restating the prior-period financial statements retrospectively with adjustments to the financial statements similar to
those required by IFRSs.

Presentation
IFRSs
1.31 IAS 1 requires an entity to include, at a minimum, a

complete set of prior year comparative financial statements
with the financial statements of the current year. When applying a change in an accounting policy retrospectively or
making a retrospective restatement for an error correction,
the entity should also provide a balance sheet as of the beginning of the earliest period presented. Individual IFRSs may
also require comparative note disclosures.
1.32 IAS 1 requires an entity to present fairly its finan-

cial position, financial performance, and cash flows and describes fair presentation in terms of faithful representation in

P1: PjU
ACPA166-01(a)

AICPA

AICPA-IFRS-ATT.cls

December 18, 2010

14:17

Section 1: General Topics and Related Disclosures

11

accordance with the definitions and recognition criteria in
the framework. An entity should presume that application of
all requirements of IFRSs, with additional disclosure when
necessary, provides a fair presentation.

Disclosure

1.33 IAS 1 requires an entity to separately present each ma-

1.39 When an entity applies the true and fair view override

terial class of similar items and to separately present items
that are dissimilar by nature or function, unless they are immaterial. An entity should not offset assets and liabilities
or income and expense items, unless specifically required
or permitted by an IFRS. However, when not material, IAS
1 permits an entity to display gains or losses from similar
transactions on a net basis in the statement of comprehensive
income.
1.34 IAS 1 requires an entity to present and classify finan-

cial statement items consistently, unless the entity finds it apparent that a different presentation or classification is more
appropriate or IFRSs require a change in presentation.
U.S. GAAP
1.35 Unlike IFRSs, FASB ASC 205-10-45-2 states only that

it is ordinarily desirable for an entity to present the statement
of financial position; the income statement; and the statement
of changes in equity for one or more preceding years, in
addition to those of the current year.
1.36 Like IFRSs, however, Rule 3-01(a) of SEC Regula-

tion S-X requires SEC registrants to present one-year comparative balance sheets (that is, the current year and prior
year). Unlike IFRSs, Rule 3-02(a) of Regulation S-X requires an entity to present two-year comparative income
statements and cash flow statements (that is, the current year
and the two years immediately preceding the current year).
Like IFRSs, paragraphs 3–4 of FASB ASC 205-10-45 require these statements to be comparable and include specific guidance for various changes (for example, changes in
accounting principle). An entity is required to repeat, or at
least refer to, any notes to financial statements, other explanations, or accountants’ reports that contain qualifications
for prior years that appeared in the comparative statements
when originally issued, to the extent this information remains significant. Multiple rules set forth in SEC Regulation S-X provide guidance to SEC registrants on the form
and ordering of financial statements, presentation of amounts,
omission of certain items, and requirements for supplemental
schedules.
1.37 Unlike IFRSs, FASB ASC 205-10-50-1 only requires

an entity to provide information explaining changes due to
reclassifications or for other reasons that affect the manner
of, or basis for, presenting corresponding items for two or
more periods. FASB ASC 250-10 does not require an entity
to present an opening balance sheet of the earliest period
presented when an entity retrospectively applies a change in
accounting policy or restates to correct an error is necessary.
1.38 Like IFRSs, FASB ASC 210-20 permits an entity to

offset a liability with an asset only when certain conditions
are met. These conditions are similar, but not identical, to
those in IFRSs.

IFRSs
in IAS 1, it should disclose the following information:
• Management concludes that the financial statements
provide a fair presentation of financial position, financial performance, and cash flows.
• Management has complied with all of the requirements
of IFRSs, except for the relevant IFRSs from which it
deviated to achieve fair presentation.
The entity should also disclose the title of the relevant IFRSs
from which it deviated, the nature of the deviation, an explanation of why the financial statements would be so misleading
as to conflict with the objectives in the framework if it complied with the IFRS requirement, and the treatment adopted.
In addition, the entity should disclose the financial effect of
the deviation on each affected financial statement line item
that would have been reported if the entity had complied with
the IFRS. When the entity invoked the true and fair view override in a prior period and the current period statements are
affected, it should make the same disclosures as required in
the period of the deviation.
1.40

When a regulatory authority prohibits an entity from
invoking the true and fair view override, it should, to the
extent possible, disclose the following information:
• The title of the IFRS in question, the nature of the requirement, and the reason why management concludes
that applying the requirement is so misleading that the
financial statements conflict with the objectives in the
framework
• For each period presented, adjustments to each affected
financial statement line item that would be necessary to
achieve fair presentation

1.41 When management is aware of material uncertainties

that cast doubt on the entity’s ability to continue as a going
concern, it should disclose those uncertainties. If the entity
has not prepared its financial statements on a going concern
basis, it should disclose that fact, the basis on which the statements are prepared, and the reason it is not considered a going
concern.
1.42 When an entity changes its reporting year and presents

financial statements for a period longer or shorter than one
year, it should disclose the reason for the longer or shorter
period and the fact that the amounts in the financial statements
are not entirely comparable.
1.43

With respect to comparative information, an entity
should provide comparative note disclosures, unless IFRSs
permit or require otherwise. An entity should also include
comparative relevant narrative and descriptive information.
When an entity changes the classification of financial statement line items, it should reclassify comparative amounts,
unless impracticable. The entity should also disclose the nature of, amount of, and reason for each reclassification by
item or class of items. When it is impracticable to reclassify
comparative period amounts, it should disclose the reason it
was impracticable and the nature of the necessary reclassification adjustments.

1.44

IAS 1 establishes a structure for the note disclosures and requires an entity to provide notes that present
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information about the basis for preparation of its financial
statements and disclose information not presented elsewhere
in the financial statements, either because the information is
required by another IFRS or is relevant to an understanding
of its financial statements. An entity should present the note
disclosures in a systematic way and cross-reference each line
item in the financial statements to its related note(s). IAS
1 suggests that a useful organization of the notes would be
for the entity to start with the required statement of compliance and accounting policies, followed by notes related to
financial statement line items, and ending with notes related
to off-balance sheet information (such as commitments and
contingencies) and any nonfinancial disclosures they provide.

clared before the financial statements were authorized for
issuance and any unrecognized cumulative preference share
dividends.

1.45 IAS 1 permits an entity to disclose the basis of prepa-

1.51 In the period of the change in accounting policy, IAS 8

ration and discuss its accounting policies in a section separate
from the other note disclosures.
Author’s Note
Several survey companies provide accounting policy
disclosures in a separate unnumbered section, which
are so noted when included in an excerpt.
1.46 In the accounting policy disclosure, IAS 1 requires an

entity to disclose the measurement basis (or bases) it uses and
any other policy relevant to an understanding of how transactions, events, and conditions are reflected in its financial statements. An entity should also disclose, either in its accounting
policy or another note, information about its judgments and
decisions that affected the financial statements. The required
disclosures take two forms:
• Judgments, other than those involving estimation, that
could significantly affect the amounts recognized in the
financial statements (for example, classification of financial instruments or whether all risks and rewards
have been transferred when financial or leased assets
are transferred to another entity)
• Sources of estimation uncertainty that could significantly affect the carrying amounts of assets and liabilities and result in a material adjustment to those
amounts within the next fiscal year (for example, fair
values of financial instruments and estimated uncollectible receivables)
With respect to sources of estimation uncertainty, an entity
should disclose the nature of the uncertainty and the carrying
amount at the end of the reporting period of the related asset
or liability.
1.47

IAS 1 requires an entity to disclose qualitative and
summary quantitative information about its objectives, policies, and processes for managing its capital. For example,
an entity should disclose a description of what constitutes
its capital, whether it is subject to externally imposed capital
requirements, and how it is meeting its own and externally
imposed objectives for managing capital.

1.48

If not disclosed elsewhere, an entity should also disclose similar information about puttable financial instruments
that it classifies as equity, including summary quantitative information, its objectives and policies for managing the obligation to repurchase or redeem these instruments, the expected
cash outflow on repurchase or redemption, and information
about how it determined the expected cash outflow.

1.49

IAS 1 requires an entity to disclose any unrecognized dividends, in total and per share, proposed or de-
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1.50

If not disclosed elsewhere in the document that includes the financial statements, IAS 1 requires an entity to
disclose its domicile and legal form; country of incorporation;
and the address of its registered office or principal places of
business, if different. An entity should describe the nature of
its operations and principal activities, the name of its parent
and the ultimate parent of the group to which it belongs, and
information about the length of its life if it is an entity with a
limited life.

requires the following disclosures for changes in accounting
policy:
• The nature of the change in accounting policy
• To the extent practicable and for all periods presented,
the amount of any adjustments to each affected financial
statement line item and, when earnings per share are
presented, the effect on basic and diluted earnings per
share
• To the extent practicable, the amount of the adjustment
related to periods prior to those presented
• If retrospective application was impracticable for a particular prior period or for periods prior to those presented, the circumstances leading to the impracticability and a description of how and when the entity applied
the change in policy
1.52

When an IFRS requires an entity to change its accounting policy, the entity should also disclose the title of
the relevant IFRS, a description of any available transitional
provisions, whether the transitional provisions were applied,
and whether there will be any effect from such provisions in
future periods. When an entity changes an accounting policy voluntarily, it should also disclose the reasons why the
change is reliable and more relevant than its previous policy.

1.53 When a new IFRS has been issued but is not yet effec-

tive, an entity should disclose this fact and include the title
of the IFRS, the effective date, and the nature of the pending change in policy. An entity should also disclose the date
it expects to apply the new IFRS and discuss any known or
reasonably estimable information about the expected impact
on its financial statements or provide a statement to the effect
that the impact is unknown.
1.54

With respect to a change in accounting estimate, an
entity should disclose the nature and amount of the change in
the current period and, unless impracticable, an estimate of
the effect of the change in future periods. In the latter case,
an entity should disclose that it was impracticable to estimate
the future effect.

1.55 With respect to a prior-period error correction, an en-

tity should disclose the nature of the error and the amount
of the correction in the earliest prior period presented. To
the extent practicable, an entity should disclose the amount
of the error attributable to each prior period presented for
each affected financial statement line item and, if earnings
per share is presented, the effect on basic and diluted earnings per share. When retrospective restatement is impracticable for particular prior periods or all periods prior to
those presented, the entity should disclose the circumstances
leading to impracticability and provide a description of how
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1.63

tion to achieve fair presentation comparable to the true and
fair view override in IAS 1.

With respect to a change in accounting principle,
FASB ASC 250-10-50 requires an entity to disclose similar
information to that required by IFRSs. In addition, an entity
should also disclose the effect of the change on various financial statement subtotals, including income from continuing
operations and net income (or other applicable performance
indicators). Disclosures similar to those in IFRSs are also
required when an entity determines that retrospective application is impracticable.

1.57 Unlike IFRSs, FASB ASC does not currently contain

1.64 Because FASB ASC 250-10-50-1 requires an entity to

U.S. GAAP
1.56 Unlike IFRSs, FASB ASC does not contain an excep-

disclosure requirements when there is uncertainty regarding
whether the entity will continue as a going concern.
Author’s Note
Based on the FASB technical plan as of July 2010,
FASB expects to finalize its project on going concern and issue a final Accounting Standards Update
(ASU) in 2011. The objectives of FASB’s going concern project are to provide guidance on
• the preparation of financial statements as a going
concern and an entity’s responsibility to evaluate
its ability to continue as a going concern,
• required disclosures when financial statements are
not prepared on a going concern basis and where
there is substantial doubt as to an entity’s ability
to continue as a going concern, and
• the adoption and application of the liquidation basis of accounting.
1.58

Like IFRSs, FASB ASC 205-10-50-1 requires an entity to explain any changes in the manner or basis of presentation of financial statement items, whether because of
reclassifications or for other reasons.

1.59 Like IFRSs, FASB ASC 235-10-05 requires disclosure

of an entity’s accounting policies. Unlike IFRSs, guidance on
the specific nature of such disclosures is not contained in a
specific standard but dispersed throughout FASB ASC.
1.60

Like IFRSs, FASB ASC 275-10-05-2 requires an entity to disclose information about the risks and uncertainties
existing as of the date of its financial statements. These requirements are similar in some respects, but not identical, to
those required by IAS 1. In accordance with this paragraph,
an entity should disclose risks and uncertainties regarding the
nature of operations, use of estimates, and significant concentrations in certain aspects of the entity’s operations. The
requirements most closely related to those in IAS 1 are those
regarding management’s use of estimates and those regarding
certain significant estimates.

1.61 Unlike IFRSs, FASB ASC does not include a specific

requirement to disclose dividends declared after the balance
sheet date. Like IFRSs, FASB ASC 505-10-50-5 requires disclosure of the aggregate amounts of arrearages in cumulative
preferred dividends. In addition, FASB ASC 260-10-45 also
requires disclosure of the per share amounts.
1.62

Like IFRSs, FASB ASC 505-10-50-11 requires disclosure about the amount of redemption requirements, separately by issue or combined, for all issues of capital stock
that are redeemable at fixed or determinable prices on fixed
or determinable dates in each of the five years following the
date of the latest statement of financial position presented.

account for indirect effects of a change in accounting principle differently than direct effects, when an entity recognizes
such effects, it should disclose a description of the indirect
effects, including the amounts that have been recognized in
the current period and the related per share amounts, if applicable. Unless impracticable, the entity should also disclose
the amount of the total recognized indirect effects and the
related per share amounts, if applicable, that are attributable
to each prior period presented. Unlike IFRSs, FASB ASC
does not require an entity to repeat these disclosures in the financial statements of subsequent periods, unless the change
has no material effect in the period of change but is reasonably certain to have a material effect in later periods. In
that case, an entity should provide the required disclosures
whenever the financial statements of the period of change are
presented.
1.65

Unlike IFRSs, FASB ASC does not require an entity
to identify and discuss updates to the authoritative literature
and the potential impact on the financial statements. However, topic 11(M), “Miscellaneous Disclosure—Disclosure of
the Impact That Recently Issued Accounting Standards Will
Have on the Financial Statements of the Registrant When
Adopted in a Future Period,” in SEC Codification of Staff
Accounting Bulletins states that registrants who have not yet
adopted a newly issued accounting standard should discuss
the potential effects of adoption in registration statements
and reports filed with the SEC. The SEC staff believes that
recently issued accounting standards may constitute material matters; therefore, disclosure in the financial statements
should also be considered in situations in which the change to
the new accounting standard will be accounted for in financial
statements of future periods.

1.66

With respect to changes in accounting estimates and
changes in accounting estimates affected by a change in accounting principle, FASB ASC 275-10-50 requires an entity
to disclose similar, but not identical information, to that required by IFRSs. Unlike IFRSs, FASB ASC 275-10-50-4
states that financial statements should include an explicit explanation that the preparation of financial statements in conformity with U.S. GAAP requires the use of management’s
estimates, with an example of such explanation provided in
FASB ASC 275-10-55-6. FASB ASC 275-10-50-6 discusses
disclosures about certain significant estimates and notes that
other topics within FASB ASC may require disclosures about
uncertainties with respect to those topics. In contrast, IFRSs
requires the entity to disclose the sources of estimation uncertainty to which it is exposed, in addition to those disclosures
that may be established by specific IFRSs. Paragraphs 4–5 of
FASB ASC 250-10-50 require an entity to disclose the effect
on income from continuing operations, net income (or other
performance indicator), and any related per share amounts of
the current period. However, unlike IFRSs, FASB ASC does
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not require this disclosure for estimates made each period in
the ordinary course of accounting for items such as uncollectible accounts or inventory obsolescence, unless there has
been a change in the estimate and the effect of the change
is material. FASB ASC also does not require disclosure of
changes in an estimate resulting from a change in a valuation
technique or its application. IFRSs do not include comparable
exemptions from disclosure.
1.67

Unlike IFRSs, FASB ASC 250-10-50 does not require disclosure of a future effect of a change in accounting
estimate; hence, disclosure is not required when it is impracticable to estimate it.

1.68

With respect to error corrections, like IFRSs, paragraphs 7 and 10 of FASB ASC 250-10-50 require an entity
to disclose the nature of the error, the fact that the financial
statements have been restated, the effect of the correction on
each financial statement line item and any per share amounts
presented, and the cumulative effect of the change on the
opening balances of retained earnings or other equity accounts for the earliest period presented. Like IFRSs, FASB
ASC does not require an entity to include this disclosure in
the financial statements of subsequent periods. Unlike IFRSs,
FASB ASC does not include an impracticability exemption
from retrospective correction of an error.

TABLE 1-7: MANAGEMENT JUDGMENTS AND
CRITICAL ACCOUNTING ESTIMATES
Allowance for uncollectible receivables..........................................
Asset retirement obligations and other environmental liabilities....
Biological assets..............................................................................
Business combinations....................................................................
Capitalization of development costs...............................................
Classification of financial instruments.............................................
Consolidations, including special purpose entities.........................
Derecognition of financial assets....................................................
Derivatives and hedging..................................................................
Liability and equity components of hybrid financial instruments....
Mineral and oil and gas resources and reserves............................
Functional currency.........................................................................
Going concern.................................................................................
Impairment of financial assets........................................................
Impairment of goodwill and other intangible assets.......................
Impairment of property, plant and equipment.................................
Income statement presentation.......................................................
Insurance contracts and claims......................................................
Inventories.......................................................................................
Operating segments........................................................................
Post employment and other employee benefits.............................
Provisions and contingent liabilities................................................
Residual values and useful lives of property, plant and
equipment, intangibles, and natural resources...........................
Revaluation of property, plant and equipment................................
Revenue recognition.......................................................................
Share-based payments...................................................................
Taxation...........................................................................................
Valuation of financial instruments at fair value...............................
Valuation of investment property at fair value................................
Survey companies with additional judgments or estimates............
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2009
42
26
4
31
12
8
9
2
25
3
11
3
5
40
119
71
3
14
23
2
77
67
58
4
45
33
111
35
20
60

Presentation and Disclosure
Excerpts—Continuing Application
Author’s Note
Some disclosure requirements of IAS 1 and IAS 8 only
apply when an entity makes a change in the way it
presents its financial statements or otherwise is not
in compliance with the underlying principles of financial reporting established by IAS 1 and the framework.
Generally, these requirements are not relevant for the
survey companies. Therefore, this section does not include excerpts of all items requiring disclosure (for
example, statements not prepared on a going concern
basis.)

Comprehensive IAS 1 and IAS 8 Disclosures
1.69

Author’s Note
The Alcatel-Lucent disclosure excerpt that follows includes examples of the following disclosures:
• General information about the entity (name,
legal form, principal office, and address)
• Statement of compliance with IFRSs
• Basis of preparation
— Issued but not effective IFRSs Early
adoptions
— Not yet applied with expected impact on
financial statements
• Measurement bases
• Use of estimates and judgments, risks and
uncertainties
• Accounting policies
• Changes in companies included in the consolidated financial statements
• Changes in accounting policy and presentation

Alcatel-Lucent (Dec 2009)
NOTES TO CONSOLIDATED FINANCIAL
STATEMENTS (in part)
Alcatel-Lucent (formerly called Alcatel) is a French public
limited liability company that is subject to the French Commercial Code and to all the legal requirements governing
commercial companies in France. On November 30, 2006,
Alcatel changed its name to Alcatel-Lucent on completion
of the business combination with Lucent Technologies Inc.
Alcatel-Lucent was incorporated on June 18, 1898 and will be
dissolved on June 30, 2086, unless its existence is extended
or shortened by shareholder vote. Alcatel-Lucent’s headquarters are situated at 54, rue la Boétie, 75008 Paris, France.
Alcatel-Lucent is listed principally on the Paris and New York
stock exchanges.
The consolidated financial statements reflect the results
and financial position of Alcatel-Lucent and its subsidiaries
(the “Group”) as well as its investments in associates (“equity
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affiliates”) and joint ventures. They are presented in Euros
rounded to the nearest million.
The Group develops and integrates technologies, applications and services to offer innovative global communications
solutions.
On February 9, 2010, Alcatel-Lucent’s Board of Directors
authorized for issuance these consolidated financial statements at December 31, 2009. The consolidated financial
statements will be final once approved at the Annual Shareholders’ Meeting to be held on June 1st, 2010.

Note 1. Summary of Accounting Policies
Due to the listing of Alcatel-Lucent’s securities on the Euronext Paris and in accordance with the European Union’s
regulation No. 1606/2002 of July 19, 2002, the consolidated
financial statements of the Group are prepared in accordance
with IFRSs (International Financial Reporting Standards), as
adopted by the European Union (“EU”), as of the date when
our Board of Directors authorized these consolidated financial
statements for issuance.
IFRSs can be found at: www.ec.europa.eu/internal market/
accounting/ias en.htm#adopted-commission.
IFRSs include the standards approved by the International
Accounting Standards Board (“IASB”), that is, IFRSs, International Accounting Standards (“IASs”) and accounting interpretations issued by the International Financial Reporting
Interpretations Committee (“IFRIC”) or the former Standing
Interpretations Committee (“SIC”).
The accounting policies and measurement principles
adopted for the consolidated financial statements as of and for
the year ended December 31, 2009 are the same as those
used in the consolidated financial statements as of and for
the year ended December 31, 2008, except the changes disclosed hereafter.
As of December 31, 2009, all IFRSs that the IASB has
published and that are mandatory are the same as those
endorsed by the EU and mandatory in the EU, with the exception of both:
• IAS 39, which the EU only partially adopted. The part
not adopted by the EU has no impact on Alcatel-Lucent’s
financial statements, and
• IFRIC 12 “Service Concession Arrangements,” IFRIC 15
“Agreements for the Construction of Real Estate,” IFRIC
18 “Transfers of Assets from Customers,” and IFRIC 16
“Hedges of a Net Investment in a Foreign Operation,”
which are all not yet mandatory in the EU. However, the
first three interpretations are not applicable to the Group,
because none of the Group’s transactions are currently
within their scopes, and the last interpretation is also not
applicable, because it is not the Group’s policy to hedge
net investments in foreign operations.
As a result, the Group’s consolidated financial statements
comply with International Financial Reporting Standards as
published by the IASB.
New Published IASB Financial Reporting Standards,
Amendments and Interpretations, Which the EU has
Endorsed and Which are Mandatory in the EU as of
January 1, 2009
The IASB published a revised IAS 1 “Presentation of Financial
Statements” in 2007, which became effective as of January
1, 2009. The main changes from the previous version of IAS
1 are:

• the titles “balance sheet” and “cash flow statement” are
now denominated “statement of financial position” and
“statement of cash flows”;
• all changes arising from transactions with owners in their
capacity as owners are presented separately from nonowner changes in equity;
• income and expenses are presented in either one statement (statement of comprehensive income) or two statements (a separate income statement and a statement
of comprehensive income);
• total comprehensive income is presented in the financial
statements.
The IASB also published the following amendments, improvements and interpretations, which became effective as of January 1, 2009:
• amendment to IFRS 2 “Share-based Payment”—
Vesting Conditions and Cancellations;
• amendments to IAS 32 “Financial Instruments: Presentation” and IAS 1 “Presentation of Financial
Statements—Puttable Financial Instruments and Obligations arising on Liquidation”;
• improvements to IFRSs issued by the IASB in May
2008 (except the improvements related to IFRS 5- “Noncurrent Assets Held For Sale and Discontinued Operations,” improvement applicable as of January 1, 2010);
• amendments to IFRS 1 “First-time Adoption of IFRSs”
and IAS 27 “Consolidated and Separate Financial
Statements—Cost of an Investment in a Subsidiary,
Jointly Controlled Entity or Associate”;
• amendment to IFRS 7 “Financial Instruments:
Disclosures—Improving Disclosures about Financial Instruments”;
• amendments to IFRIC 9 and IAS 39 “Financial Instruments: Recognition and Measurement—Embedded
Derivatives” (effective July 1, 2009);
• IFRIC 13 “Customer Loyalty Programmes.”
None of the above had a material impact on the Group’s consolidated financial statements for the year ended December
31, 2009.
New Published IASB Financial Reporting Standards,
Amendments and Interpretations, Which Are Not Yet
Mandatory, but Which the EU has Endorsed
The IASB published the following standards, amendments
and interpretations prior to December 31, 2009, which are
not yet mandatory and for which the Group did not elect early
application:
• a revised IFRS 3 “Business Combinations” and an
amended IAS 27 “Consolidated and Separate Financial
Statements.” We will apply these revised and amended
standards to business combinations, for which the acquisition date is on or after January 1, 2010;
• revised IFRS 1 “First-time Adoption of IFRSs”;
• amendment to IAS 39 “Financial Instruments: Recognition and Measurement—Eligible Hedged Items”;
• amendment to IAS 32 “Financial Instruments:
Presentation—Classification of Rights Issues”;
• IFRIC 17 “Distributions of Non-cash Assets to Owners.”
None of these revised standards, amendments or interpretations is anticipated to have a material impact on our future
consolidated financial statements except IFRS 3 revised and
IAS 27 amended. If we were to enter into significant, new business combinations, these revised and amended standards
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could have a material impact on our future consolidated financial statements.
Transitional provisions of IFRS 3 affecting income taxes
could also have a material impact on our future consolidated
financial statements, since deferred tax assets recognized after completion of a business combination that had not been
initially recognized will be recognized in the income statement without any related reduction of goodwill, contrary to the
accounting treatment prescribed in the current IFRS 3 (see
Note 1n).
In this respect, significant unrecognized income tax loss
carry-forwards that relate to Lucent Technologies could materially impact the Group’s consolidated income statement in
a positive way, if, in compliance with IAS 12 “Income Taxes,”
the Group is able to recognize deferred tax assets in the future
corresponding to these tax losses.
New IASB Financial Reporting Standards,
Amendments and Interpretations Published, Which
Are Not Yet Mandatory, and Which the EU has Not
Yet Endorsed
The IASB published the following standards, amendments
and interpretations prior to December 31, 2009, which are
not yet mandatory:
• improvements to IFRSs (issued April 2009);
• amendments to IFRS 2 “Share-based Payment—Group
Cash-settled Share-based Payment Transactions”
(issued June 2009);
• IFRS 1 “First-Time Adoption of IFRSs—Additional Exemptions for First-Time Adopters” (issued July 2009);
• a revised IAS 24 “Related Party Disclosures” (issued
November 2009);
• IFRS 9 “Financial Instruments” (issued November
2009);
• IFRIC 14 “Prepayments of a Minimum Funding Requirement” (issued November 2009);
• IFRIC 19 “Extinguishing Financial Liabilities with Equity
Instruments” (issued November 2009).
A/ Basis of Preparation
The consolidated financial statements have been prepared in
accordance with IFRSs under the historical cost convention,
with the exception of certain categories of assets and liabilities. The categories concerned are detailed in the following
notes.
B/ Consolidation Methods
Companies over which the Group has control are fully
consolidated.
Companies over which the Group has joint control are accounted for using proportionate consolidation.
Companies over which the Group has significant influence
(investments in “associates” or equity affiliates) are accounted
for under the equity method. Significant influence is assumed
when the Group’s interest in the voting rights is 20% or more.
In accordance with SIC 12 “Consolidation—Special Purpose Entities,” special purpose entities (SPE) are consolidated when the substance of the relationship between the
Group and the SPE indicates that the SPE is controlled by
the Group.
All significant intra-Group transactions are eliminated.
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C/ Business Combinations
Regulations governing first-time adoption: business combinations that were completed before January 1, 2004, the
transition date to IFRSs, were not restated, as permitted by the
optional exemption included in IFRS 1. Goodwill was therefore not recognized for business combinations occurring prior
to January 1, 2004, which was previously accounted for in
accordance with Article 215 of Regulation No. 99-02 of the
“Comité de la Réglementation Comptable.” According to this
regulation, the assets and liabilities of the acquired company
are maintained at their carrying value at the date of the acquisition, adjusted for the Group’s accounting policies, and the
difference between this value and the acquisition cost of the
shares is adjusted directly against equity.
Business combinations after January 1, 2004: these
business combinations are accounted for in accordance with
the purchase method required by IFRS 3. Once control is obtained over a company, its assets, liabilities and contingent
liabilities are measured at their fair value at the acquisition
date in accordance with IFRS requirements. Any difference
between the fair value and the carrying value is accounted for
in the respective underlying asset or liability, including both
the Group interest and non-controlling interests. Any excess
between the purchase price and the Group’s share in the fair
value of such net assets is recognized as goodwill (see intangible and tangible assets).
If the initial accounting for a business combination cannot
be completed before the end of the annual period in which the
business combination is effected, the initial accounting must
be completed within twelve months of the acquisition date.
The accounting treatment of deferred taxes related to business combinations is described in Note 1n below.
The accounting treatment of stock options of companies
acquired in the context of a business combination is described
in Note 1w below.
D/ Translation of Financial Statements Denominated
in Foreign Currencies
The statements of financial position of consolidated entities
having a functional currency different from the presentation
currency of the Group (i.e. euro) are translated into euros at
the closing exchange rate (spot exchange rate at the statement of financial position date), and the income statements,
statements of comprehensive income and statement of cash
flow of such consolidated entities are translated at the average period to date exchange rate. The resulting translation
adjustments are included in equity under the caption “Cumulative translation adjustments.”
Goodwill and fair value adjustments arising from the acquisition of a foreign entity are considered as assets and liabilities of that entity. They are therefore expressed in the entity’s
functional currency and translated into euros using the closing
exchange rate.
Regulations governing first-time adoption: in accordance with the option available under IFRS 1, the accumulated total of translation adjustments at the transition date
was deemed to be zero. This amount was reversed against
retained earnings, leaving the amount of equity unchanged.
Translation adjustments that predate the IFRS transition will
therefore not be included when calculating gains or losses
arising from the future disposal of consolidated subsidiaries
or equity affiliates existing as of the IFRS transition date.
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E/ Translation of Foreign Currency Transactions
Foreign currency transactions are translated at the rate of
exchange applicable on the transaction date. At period-end,
foreign currency monetary assets and liabilities are translated
at the rate of exchange prevailing on that date. The resulting
exchange gains or losses are recorded in the income statement in “other financial income (loss).”
Exchange gains or losses on foreign currency financial instruments that represent an economic hedge of a net investment in a foreign subsidiary are reported as translation adjustments in equity under the caption “Cumulative translation
adjustments” until the disposal of the investment. Refer to
Note 1d above for information on the recognition of translation adjustments at the IFRS transition date.
In order for a currency derivative to be eligible for hedge
accounting treatment (cash flow hedge or fair value hedge),
its hedging role must be defined and documented and it must
be seen to be effective for the entirety of its period of use. Fair
value hedges allow companies to protect themselves against
exposure to changes in fair value of their assets, liabilities or
firm commitments. Cash flow hedges allow companies to protect themselves against exposure to changes in future cash
flows (for example, revenues generated by the company’s
assets).
The value used for derivatives is their fair value. Changes
in the fair value of derivatives are accounted for as follows:
• for derivatives treated as cash flow hedges, changes in
their fair value are accounted for in shareholders’ equity
and then transferred from equity to the income statement (cost of sales) when the hedged revenue is accounted for. The ineffective portion is recorded in “other
financial income (loss)”;
• for derivatives treated as fair value hedges, changes in
their fair value are recorded in the income statement
where they offset the changes in fair value of the hedged
asset, liability or firm commitment.
In addition to derivatives used to hedge firm commitments
documented as fair value hedges, beginning on April 1, 2005,
Alcatel-Lucent designated and documented highly probable
future streams of revenue and entered into hedge transactions
with respect to such revenue. The corresponding derivatives
are accounted for in accordance with the requirements governing cash flow hedge accounting.
Certain foreign exchange derivatives are not considered
eligible for hedge accounting treatment, as the derivatives are
not designated as such for cost/benefit reasons.
Derivatives related to commercial bids are not considered
eligible for hedge accounting treatment and therefore changes
in their fair values are accounted for in the statement of
income.
Once a commercial contract is effective, the corresponding firm commitment is hedged with a derivative treated as a
fair value hedge. Revenues made pursuant to such a contract
are then accounted for, throughout the duration of the contract, using the spot rate prevailing on the date on which the
contract was effective, insofar as the exchange rate hedging
is effective.
F/ Research and Development Expenses and Other
Capitalized Development Costs
In accordance with IAS 38 “Intangible Assets,” research and
development expenses are recorded as expenses in the year
in which they are incurred, except for:
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• development costs, which are capitalized as an intangible asset when the following criteria are met:
— the project is clearly defined, and the costs are separately identified and reliably measured,
— the technical feasibility of the project is demonstrated,
— the ability to use or sell the products created during
the project,
— the intention exists to finish the project and use or sell
the products created during the project,
— a potential market for the products created during the
project exists or their usefulness, in case of internal
use, is demonstrated, leading one to believe that the
project will generate probable future economic benefits, and
— adequate resources are available to complete the
project.
These development costs are amortized over the estimated useful life of the projects or the products they are
incorporated within. The amortization of capitalized development costs begins as soon as the related product
is released.
Specifically for software, useful life is determined as
follows:
— in case of internal use: over its probable service
lifetime,
— in case of external use: according to prospects for
sale, rental or other forms of distribution.
Capitalized software development costs are those incurred during the programming, codification and testing
phases. Costs incurred during the design and planning,
product definition and product specification stages are
accounted for as expenses.
The amortization of capitalized software costs during
a reporting period is the greater of the amount computed
using (a) the ratio that current gross revenues for a product bear to the total of current and anticipated future
gross revenues for that product and (b) the straight-line
method over the remaining estimated economic life of
the software or the product they are incorporated within.
The amortization of internal use software capitalized development costs is accounted for by function depending
on the beneficiary function;
• customer design engineering costs (recoverable
amounts disbursed under the terms of contracts with
customers), are included in work in progress on construction contracts.
With regard to business combinations, a portion of the purchase price is allocated to in-process research and development projects that may be significant. As part of the process of
analyzing these business combinations, Alcatel-Lucent may
make the decision to buy technology that has not yet been
commercialized rather than develop the technology internally. Decisions of this nature consider existing opportunities for Alcatel-Lucent to stay at the forefront of rapid technological advances in the telecommunications-data networking
industry.
The fair value of in-process research and development acquired in business combinations is usually based on present
value calculations of income, an analysis of the project’s accomplishments and an evaluation of the overall contribution
of the project, and the project’s risks.
The revenue projection used to value in-process research
and development is based on estimates of relevant market
sizes and growth factors, expected trends in technology, and
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the nature and expected timing of new product introductions
by Alcatel-Lucent and its competitors. Future net cash flows
from such projects are based on management’s estimates of
such projects’ cost of sales, operating expenses and income
taxes.
The value assigned to purchased in-process research and
development is also adjusted to reflect the stage of completion, the complexity of the work completed to date, the difficulty of completing the remaining development, costs already
incurred, and the projected cost to complete the projects.
Such value is determined by discounting the net cash flows
to their present value. The selection of the discount rate is
based on Alcatel-Lucent’s weighted average cost of capital,
adjusted upward to reflect additional risks inherent in the development life cycle.
Capitalized development costs considered as assets (either
generated internally and capitalized or reflected in the purchase price of a business combination) are generally amortized over 3 to 10 years.
Impairment tests are carried out using the methods described in Note 1g.
G/ Goodwill, Intangible Assets and Property, Plant
and Equipment
In accordance with IAS 16 “Property, Plant and Equipment”
and with IAS 38 “Intangible Assets,” only items whose cost can
be reliably measured and for which future economic benefits
are likely to flow to the Group are recognized as assets.
In accordance with IAS 36 “Impairment of Assets,” whenever events or changes in market conditions indicate a risk of
impairment of intangible assets and property, plant and equipment, a detailed review is carried out in order to determine
whether the net carrying amount of such assets remains lower
than their recoverable amount, which is defined as the greater
of fair value (less costs to sell) and value in use. Value in use is
measured by discounting the expected future cash flows from
continuing use of the asset and its ultimate disposal. Intangible assets with indefinite useful lives (such as trade names)
are tested for impairment annually.
If the recoverable value is lower than the net carrying value,
the difference between the two amounts is recorded as an
impairment loss. Impairment losses for property, plant and
equipment or intangible assets with finite useful lives can be
reversed if the recoverable value becomes higher than the net
carrying value (but not exceeding the loss initially recorded).
Goodwill
Since transition to IFRSs, goodwill is no longer amortized
in accordance with IFRS 3 “Business Combinations.” Before
January 1, 2004, goodwill was amortized using the straightline method over a period, determined on a case-by-case basis, not exceeding 20 years.
Goodwill is tested for impairment at least annually. This is
done during the second quarter of the year. The impairment
test methodology is based on a comparison between the recoverable amounts of each of the Group’s Business Divisions
(considered as the grouping of cash generating units (“CGU”)
at which level the impairment test is performed) and the Group
Business Division’s net asset carrying values (including goodwill). Within Alcatel-Lucent’s reporting structure, Business Divisions are one level below the four operating segments (Carrier, Applications Software, Enterprise and Services). Such
recoverable amounts are mainly determined using discounted
cash flows over five years and a discounted residual value.
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An additional impairment test is also performed when
events indicating a potential decrease of the recoverable value
of a Business Division occur. Goodwill impairment losses cannot be reversed.
Equity affiliate goodwill is included with the related investment in “share in net assets of equity affiliates.” The requirements of IAS 39 are applied to determine whether any impairment loss must be recognized with respect to the net investment in equity affiliates. The impairment loss is calculated
according to IAS 36 requirements.
When the reporting structure is reorganized in a way that
changes the composition of one or more Business Divisions
to which goodwill was allocated, a new impairment test is
performed on the goodwill for which the underlying Business
Divisions have changed. Such reallocations were made in
October 2007 and on January 1, 2009, using a relative value
approach similar to the one used when an entity disposes of
an operation within a Business Division.
Intangible Assets
Intangible assets mainly include capitalized development
costs and those assets acquired in business combinations,
being primarily acquired technologies or customer relationships. Intangible assets, other than trade names, are generally
amortized on a straight-line basis over their estimated useful
lives (i.e. 3 to 10 years). However, software amortization methods may be adjusted to take into account how the product is
marketed. Amortization is taken into account within cost of
sales, research and development costs (acquired technology,
IPR&D, etc.) or administrative and selling expenses (customer
relationships), depending on the designation of the asset.
Impairment losses are accounted for in a similar manner or in
restructuring costs if they occur as part of a restructuring plan
or on a specific line item if very material (refer to Note 1p).
In-process R&D amortization begins once technical feasibility is reached. Certain trade names are considered to have
indefinite useful lives and therefore are not amortized.
Capital gains/losses from disposals of intangible assets are
accounted for in the corresponding cost line items in the income statement depending of the nature of the underlying
asset (i.e. cost of sales, administrative and selling expenses
or research and development costs).
Property, Plant and Equipment
Property, plant and equipment are valued at historical cost for
the Group less accumulated depreciation expenses and any
impairment losses. Depreciation expense is generally calculated over the following useful lives:
Buildings and building improvements
Infrastructure and fixtures
Plant and equipment

5–50 years
5–20 years
1–10 years

Depreciation expense is determined using the straight-line
method.
Assets acquired through finance lease arrangements or
long-term rental arrangements that transfer substantially all
the risks and rewards associated with ownership of the asset
to the Group (tenant) are capitalized.
Residual value, if considered to be significant, is included
when calculating the depreciable amount. Property, plant and
equipment are segregated into their separate components if
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there is a significant difference in their expected useful lives,
and depreciated accordingly.
Depreciation and impairment losses are accounted for in
the income statement under cost of sales, research and development costs or administrative and selling expenses, depending on the nature of the asset or in restructuring costs if
they occur as part of a restructuring plan or on a specific line
item if very material (see Note 1p).
In addition, capital gains/losses from disposals of property,
plant and equipment are accounted for in the corresponding
cost line items in the income statement depending on the nature of the underlying asset (i.e. cost of sales, administrative
and selling expenses, research and development costs or restructuring costs).
H/ Non-Consolidated Investments and Other
Non-Current Financial Assets
In accordance with IAS 39 “Financial Instruments: Recognition and Measurement,” investments in non-consolidated
companies are classified as available-for-sale and therefore
measured at their fair value. The fair value for listed securities is their market price. If a reliable fair value cannot be
established, securities are valued at cost. Fair value changes
are accounted for directly in shareholders’ equity. When objective evidence of impairment of a financial asset exists
(for instance, a significant or prolonged decline in the value
of an asset), an irreversible impairment loss is recorded.
This loss can only be released upon the sale of the securities
concerned.
Loans are measured at amortized cost and are subject to
impairment losses if there is objective evidence of a loss in
value. The impairment represented by the difference between
net carrying amount and recoverable value is recognized in
the income statement and can be reversed if recoverable
value rises in the future.
The portfolio of non-consolidated securities and other financial assets is assessed at each quarter-end for objective
evidence of impairment.
I/ Inventories and Work in Progress
Inventories and work in progress are valued at the lower of
cost (including indirect production costs where applicable) or
net realizable value.
Net realizable value is the estimated sales revenue for a
normal period of activity less expected selling costs.
J/ Treasury Stock
Treasury shares owned by Alcatel-Lucent or its subsidiaries
are valued at cost and are deducted from equity. Proceeds
from the sale of such shares are recognized directly in equity.
K/ Pension and Retirement Obligations and Other
Employee and Post-Employment Benefit Obligations
In accordance with the laws and practices of each country
where Alcatel-Lucent is established, the Group participates
in employee benefit plans.
For defined contribution plans, the Group expenses contributions as and when they are due. As the Group is not liable
for any legal or constructive obligations under the plans beyond the contributions paid, no provision is made. Provisions
for defined benefit plans and other long-term employee benefits are determined as follows:

• using the Projected Unit Credit Method (with projected
final salary), each period of service gives rise to an
additional unit of benefit entitlement and each unit is
measured separately to calculate the final obligation.
Actuarial assumptions such as mortality rates, rates of
employee turnover and projection of future salary levels
are used to calculate the obligation;
• the “corridor” method is no longer used from January 1,
2007 (see below).
The service cost is recognized in “income from operating activities” and the interest cost and expected return on plan assets are recognized in “financial income (loss).” The impact of
plan amendments is presented on a specific line item of the
income statement if material (see Note 1p).
The amount of prepaid pension obligations cannot exceed
the net total present value of any available refund from the
plan or reduction in future contributions to the plan. The
use of excess pension plan assets to fund retiree healthcare
obligations for formerly union-represented retirees is considered a refund from the related plan. In particular, under
Section 420 of the Internal Revenue Code in the United States
of America as amended by the Pension Protection Act of
2006, Alcatel-Lucent can use excess pension plan assets applicable to formerly union-represented retirees to fund the retiree healthcare plan for such retirees through 2013.
As of January 1, 2007, the Group has elected the option provided for in the amendment of IAS 19 “Employee Benefits—
Actuarial Gains and Losses, Group Plans and Disclosures”
(paragraphs 93A to 93D) that allows for the immediate recognition of actuarial gains and losses and any adjustments arising from asset ceiling limitations, net of deferred tax effects,
outside of the income statement in the statement of comprehensive income.
Regulations Governing First-Time Adoption
In accordance with the option available under IFRS 1, the
accumulated unrecognized actuarial gains and losses at the
transition date were recorded in equity. Before the change in
accounting method, which was retroactively applied from January 1, 2005, the corridor method had been applied starting
January 1, 2004.
Certain other post-employment benefits, such as life insurance and health insurance (particularly in the United States)
or long-service medals (bonuses awarded to employees for
extended service particularly in France and Germany), are
also recognized as provisions, which are determined by
means of an actuarial calculation similar to the one used for
retirement provisions.
The accounting treatment used for employee stock options
is detailed in Note 1w below.
L/ Provisions for Restructuring and Restructuring Costs
Provisions for restructuring costs are made when restructuring programs have been finalized and approved by Group
management and have been announced and committed before the date of the Group’s financial statements, resulting
in an obligating event of the Group to third parties. Such
costs primarily relate to severance payments, early retirement, costs for notice periods not worked, training costs of
terminated employees, costs linked to the closure of facilities
or the discontinuance of product lines and any costs arising
from plans that materially change the scope of the business
undertaken by the Group or the manner in which such business is conducted.
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Other costs (removal costs, training costs of transferred employees, etc) and write-offs of fixed assets, inventories, work
in progress and other assets, directly linked to restructuring
measures, are also accounted for in restructuring costs in the
income statement.
The amounts reserved for anticipated payments made in
the context of restructuring programs are valued at their
present value in cases where the settlement date is beyond
the normal operating cycle of the company and the time value
of money is deemed to be significant. The impact of the passage of time on the present value of the payments is included
in “other financial income (loss).”
M/ Financial Debt—Compound Financial Instruments
Certain financial instruments contain both a liability and an equity component, including bonds that can be converted into or
exchanged for new or existing shares and notes mandatorily
redeemable for new or existing shares. The different components of compound financial instruments are accounted for
in equity and in bonds and notes issued according to their
classification, as defined in IAS 32 “Financial Instruments:
Disclosure and Presentation.”
For instruments issued by historical Alcatel, the financial
liability component was valued on the issuance date at the
present value (taking into account the credit risk at issuance
date) of the future cash flows (including interest and repayment of the nominal value) of a bond with the same
characteristics (maturity, cash flows) but without any equity
component. The portion included in equity is equal to the
difference between the debt issue amount and the financial
liability component.
The financial liability component of historical Lucent’s convertible bonds was computed at present value on the business
combination closing date, using the method as described in
the preceding paragraph, taking into account the contractual maturity dates. The difference between the fair value of
the convertible bonds and the corresponding financial liability
component was accounted for in equity.
In accordance with IAS 32 AG33 and AG34 requirements,
the consideration paid in connection with an early redemption
of a compound financial instrument is allocated at the date of
redemption between the liability and the equity components
with an allocation method consistent with the method used
initially. The amount of gain or loss relating to the liability component is recognized in “other financial income (loss)” and the
amount of consideration relating to the equity component is
recognized in equity.
N/ Deferred Taxation and Penalties on Tax Claims
Deferred taxes are computed in accordance with the liability
method for all temporary differences arising between the tax
basis of assets and liabilities and their carrying amounts, including the reversal of entries recorded in individual accounts
of subsidiaries solely for tax purposes. All amounts resulting
from changes in tax rates are recorded in equity or in net
income (loss) for the year in which the tax rate change is
enacted.
Deferred tax assets are recorded in the consolidated statement of financial position when it is probable that the tax benefit will be realized in the future. Deferred tax assets and liabilities are not discounted.
To assess the ability of the Group to recover deferred tax
assets, the following factors are taken into account:
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• existence of deferred tax liabilities that are expected to
generate taxable income, or limit tax deductions upon
reversal;
• forecasts of future tax results;
• the impact of non-recurring costs included in income or
loss in recent years that are not expected to be repeated
in the future;
• historical data concerning recent years’ tax results and
• if required, tax planning strategy, such as the planned
disposal of undervalued assets.
As a result of a business combination, an acquirer may consider it probable that it will recover its own deferred tax assets
that were not recognized before the business combination.
For example, an acquirer may be able to utilize the benefit of
its unused tax losses against the future taxable profit of the
acquiree. In such cases, the acquirer recognizes a deferred
tax asset, but does not include it as part of the accounting
for the business combination, and therefore does not take it
into account in determining the goodwill or the amount of any
excess of the acquirer’s interest in the net fair value of the acquiree’s identifiable assets, liabilities and contingent liabilities
over the cost of the combination.
If the potential benefit of the acquiree’s income tax loss
carry-forwards or other deferred tax assets do not satisfy the
criteria in IFRS 3 for separate recognition when a business
combination is initially accounted for, but are subsequently
realized, the acquirer will recognize the resulting deferred tax
income in profit or loss. In addition:
• the carrying amount of goodwill is reduced to the amount
that would have been recognized if the deferred tax asset had been recognized as an identifiable asset from
the acquisition date; and
• the reduction in the carrying amount of goodwill is recognized as an expense.
If any deferred tax assets related to the business combination
with Lucent are recognized in future financial statements of
the combined company, the impact will be accounted for in
the income statement (for the tax losses not yet recognized
related to both historical Alcatel and Lucent entities), but the
goodwill will be reduced accordingly (for the tax losses related
to Lucent entities only).
Amounts of reduction of goodwill already accounted for
in the purchase price allocation related to the acquisition of
Lucent are disclosed in Note 9.
Penalties recognized on tax claims are accounted for in the
“income tax” line item in the income statement.
O/ Revenues
Revenues include net goods, equipment, and services sales
from the Group’s principal business activities and income due
from licensing fees and from grants, net of value added taxes
(VAT).
Most of the Group’s sales are generated from complex contractual arrangements that require significant revenue recognition judgments, particularly in the areas of the sale of goods
and equipment with related services constituting multipleelement arrangements, construction contracts and contracts
including software. Judgment is also needed in assessing the
ability to collect the corresponding receivables.
The majority of revenues from the sale of goods and equipment are recognized under IAS 18 when persuasive evidence
of an arrangement with the customer exists, delivery has occurred, the significant risks and rewards of ownership of a
product have been transferred to the customer, the amount of
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revenue can be measured reliably and it is probable that the
economic benefits associated with the transaction will flow to
the Group. For arrangements in which the customer specifies
formal substantive acceptance of the goods, equipment, services or software, revenue is deferred until all the acceptance
criteria have been met.
Revenues from contracts that are multiple-element arrangements, such as those including products with installation and integration services, are recognized as the revenue
for each unit of accounting is earned based on the relative
fair value of each unit of accounting as determined by internal
or third-party analyses of market-based prices or by deferring
the fair value associated with undelivered elements. A delivered element is considered a separate unit of accounting if it
has value to the customer on a standalone basis, and delivery or performance of the undelivered elements is considered
probable and substantially under the Group’s control. If these
criteria are not met, revenue for the arrangement as a whole
is accounted for as a single unit of accounting in accordance
with the criteria described in the preceding paragraph.
The remaining revenues are recognized from construction
contracts under IAS 11. Construction contracts are defined
as contracts specifically negotiated for the construction of
an asset or a combination of assets that are closely interrelated or interdependent in terms of their design, technology
and function or their ultimate purpose of use (primarily those
related to customized network solutions and network buildouts with a duration of more than two quarters). For revenues
generated from construction contracts, the Group applies the
percentage of completion method of accounting in application
of the above principles, provided certain specified conditions
are met, based either on the achievement of contractually defined milestones or on costs incurred compared with total estimated costs. Any probable construction contract losses are
recognized immediately in cost of sales. If uncertainty exists
regarding customer acceptance, or the contract’s duration is
relatively short, revenues are recognized only to the extent of
costs incurred that are recoverable, or on completion of the
contract. Construction contract costs are recognized as incurred when the outcome of a construction contract cannot be
estimated reliably. In this situation, revenues are recognized
only to the extent of the costs incurred that are probable of recovery. Work in progress on construction contracts is stated
at production cost, excluding administrative and selling expenses. Changes in provisions for penalties for delayed delivery or poor contract execution are reported in revenues and
not in cost of sales.
Advance payments received on construction contracts, before corresponding work has been carried out, are recorded
in customers’ deposits and advances. Costs incurred to date
plus recognized profits less the sum of recognized losses
(in the case of provisions for contract losses) and progress
billings are determined on a contract-by-contract basis. If the
amount is positive, it is included as an asset under “amount
due from customers on construction contracts.” If the amount
is negative, it is included as a liability under “amount due to
customers on construction contracts.”
When software is embedded in the Group’s hardware and
the software and hardware function together to deliver the
product’s essential functionality, the transaction is considered
a hardware transaction and guidance from IAS 18 is applied.
For revenues generated from licensing, selling or otherwise
marketing software solutions or standalone software sales,
the Group also applies the guidance from IAS 18 but requires
vendor specific objective evidence (VSOE) of fair value to sep-
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arate multiple software elements. In addition, if any undelivered element in these transactions is essential to the functionality of delivered elements, revenue is deferred until such
element is delivered or the last element is delivered. If the last
undelivered element is a service, revenue for such transactions is recognized ratably over the service period.
For arrangements to sell services only, revenue from training or consulting services is recognized when the services
are performed. Maintenance service revenue, including postcontract customer support, is deferred and recognized ratably
over the contracted service period. Revenue from other services is generally recognized at the time of performance.
For product sales made through retailers and distributors,
assuming all other revenue recognition criteria have been met,
revenue is recognized upon shipment to the distribution channel, if such sales are not contingent on the distributor selling
the product to third parties and the distribution contracts contain no right of return. Otherwise, revenue is recognized when
the reseller or distributor sells the product to the end user.
Product rebates or quantity discounts are deducted from
revenues, even in the case of promotional activities giving
rise to free products.
Revenue in general is measured at the fair value of the
consideration received or to be received. Where a deferred
payment has a significant impact on the calculation of fair
value, it is accounted for by discounting future payments.
The assessment of the ability to collect is critical in determining whether revenue or expense should be recognized. As
part of the revenue recognition process, the Group assesses
whether it is probable that economic benefits associated with
the transaction will flow to the Group. If the Group is uncertain
as to whether economic benefits will flow to the Group, revenue is deferred and recognized on a cash basis. However,
if uncertainty arises about the ability to collect an amount already included in revenue, the amount in respect of which
recovery has ceased to be probable is recognized as an expense in “cost of sales.”
P/ Income (Loss) From Operating Activities Before
Restructuring Costs, Impairment of Assets, Gain/(Loss) on
Disposal of Consolidated Entities, Litigations and
Post-Retirement Benefit Plan Amendments and Income
(Loss) From Operating Activities
Alcatel-Lucent has considered it relevant to the understanding
of the Group’s financial performance to present on the face
of the income statement a subtotal inside the income (loss)
from operating activities.
This subtotal, named “Income (loss) from operating activities before restructuring costs, impairment of assets,
gain/(loss) on disposal of consolidated entities, litigations and
post-retirement benefit plan amendments,” excludes those elements that are difficult to predict due to their nature, frequency and/or materiality.
Those elements can be divided in two categories:
• elements that are both very infrequent and material,
such as a major impairment of an asset, a disposal of
investments, the settlement of litigation having a material impact or a major amendment of a pension or other
post-retirement plan;
• elements that are by nature unpredictable in their
amount and/or in their frequency, if they are material.
Alcatel-Lucent considers that materiality must be assessed not only by comparing the amount concerned
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with the income (loss) from operating activities of the period, but also in terms of changes in the item from one
period to another. For example, restructuring charges
have shown significant changes from one period to
another.
Income (loss) from operating activities includes gross margin,
administrative and selling expenses and research and development costs (see Note 1f) and, in particular, pension costs
(except for the financial component, see Note 1k), employee
profit sharing, valuation allowances on receivables (including
the two categories of vendor financing as described in Note
1v) and capital gains (losses) from the disposal of intangible
assets and property, plant and equipment, and all other operating expenses or income regardless of their predictive value
in terms of nature, frequency and/or materiality.
Income (loss) from operating activities is calculated before
financial income (loss), which includes the financial component of retirement expenses, financing costs and capital gains
(losses) from disposal of financial assets (shares in a nonconsolidated company or company consolidated under the
equity method and other non-current financial assets, net),
and before reduction of goodwill related to realized unrecognized income tax loss carry forwards, share in net income
(losses) of equity affiliates and income (loss) from discontinued operations.
Q/ Finance Costs and Other Financial Income (Loss)
Finance costs include interest charges and interest income
relating to net consolidated debt, which consists of bonds, the
liability component of compound financial instruments such as
OCEANE and other convertible bonds, other long-term debt
(including lease-financing liabilities), all cash and similar items
(cash, cash equivalents and marketable securities) and the
changes in fair values of marketable securities accounted for
at fair value through the income statement.
Borrowing costs that are directly attributable to the acquisition, construction or production of an asset are capitalized as
part of the cost of that asset.
When tax law requires interest to be paid (received) on an
underpayment (overpayment) of income taxes, this interest is
accounted for in the “other financial income (loss)” line item
in the income statement.
R/ Structure of Consolidated Statement of Financial Position
Most of the Group’s activities in the various business segments have long-term operating cycles and as a result, current assets and current liabilities include certain elements that
are due after one year.
S/ Financial Instruments and Derecognition
of Financial Assets
Financial Instruments
The Group uses financial instruments to manage and reduce
its exposure to fluctuations in interest rates, foreign currency
exchange rates and commodities.
The accounting policies applied to currency hedge-related
instruments are detailed in Note 1e.
Financial instruments for interest rate hedges are subject
to fair value hedge accounting. Financial liabilities hedged
using interest rate swaps are measured at the fair value of
the obligation linked to interest rate movements. Fair value
changes are recorded in the income statement for the year
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and are offset by equivalent changes in the interest rate swaps
for the effective part of the hedge.
Derecognition of Financial Assets
A financial asset as defined under IAS 32 “Financial Instruments: Disclosure and Presentation” is totally derecognized
(removed from the statement of financial position) when, for
instance, the Group expects no further cash flow to be generated by it and transfers substantially all risks and rewards
attached to it.
In the case of trade receivables, a transfer without recourse
in case of payment default by the debtor is regarded as a transfer of substantially all risks and rewards of ownership, thus
making such receivables eligible for derecognition under IAS
39 “Financial Instruments: Recognition and Measurement,”
on the basis that risk of late payment is considered marginal.
A more restrictive interpretation of the concept of “substantial transfer of risks and rewards” could put into question the
accounting treatment that has been adopted. The amount of
receivables sold without recourse is given in Note 18.
T/ Cash and Cash Equivalents
In accordance with IAS 7 “Statement of Cash Flows,” cash
and cash equivalents in the consolidated statements of cash
flows include cash (cash funds) and cash equivalents (term
deposits and short-term investments that are very liquid and
readily convertible to known amounts of cash and are only
subject to negligible risks of changes in value). Cash and
cash equivalents in the statement of cash flows do not include investments in listed securities, investments with an initial maturity date exceeding three months and without an early
exit clause, or bank accounts restricted in use, other than restrictions due to regulations applied in a specific country (exchange controls) or sector of activities.
Bank overdrafts are considered as financing and are also
excluded from cash and cash equivalents.
Cash and cash equivalents in the consolidated statements
of financial position correspond to the cash and cash equivalents defined above.
U/ Marketable Securities
Marketable securities are quoted market funds with original maturities exceeding three months and/or with underlying assets such as listed shares. In accordance with IAS
39 “Financial Instruments: Recognition and Measurement,”
marketable securities are valued at their fair value. No securities are classified as “held-to-maturity.” For securities designated as financial assets at fair value through profit or loss,
changes in fair value are recorded in the income statement
(in finance costs). For available-for-sale securities, changes
in fair value are recorded in equity, or in the income statement
(other financial income (loss)), if there is objective evidence
of a more than temporary decline in the fair value, or in connection with a disposal of such securities.
V/ Customer Financing
The Group undertakes two types of customer financing:
• financing relating to the operating cycle and directly
linked to actual contracts;
• longer-term financing (beyond the operating cycle)
through customer loans, minority investments or other
forms of financing.
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Both categories of financing are accounted for in “Other current or non-current assets, net.”
Changes in these two categories of assets are included in
cash flows from operating activities in the consolidated statement of cash flows.
Furthermore, the Group may give guarantees to banks
in connection with customer financing. These are included
in commitments that are not in the statement of financial
position.

in equity (included in additional paid-in capital). The sum of
these two amounts (fair value of outstanding stock options
less deferred compensation), equivalent to the fair value of
vested options, is taken into account in the cost of the business combination.
Only acquisitions made after January 1, 2004 and for which
unvested stock options as of December 31, 2004 existed at
the acquisition date are accounted for as described above.
X/ Assets Held for Sale and Discontinued Operations

W/ Stock Options
In accordance with the requirements of IFRS 2 “Share-based
Payment,” stock options granted to employees are included
in the financial statements using the following principles: the
stock option’s fair value, which is considered to be a reflection
of the fair value of the services provided by the employee in
exchange for the option, is determined on the grant date. It is
accounted for in additional paid-in capital (credit) at grant date,
with a counterpart in deferred compensation (debit) (also included in additional paid-in capital). During the vesting period,
deferred compensation is amortized in the income statement.
Stock option fair value is calculated at grant date (i.e. date
of approval of the plan by the Board of Directors) using the
Cox-Ross-Rubinstein binomial model. This model permits
consideration of the option’s characteristics, such as exercise
price and expiry date, market data at the time of issuance,
the interest rate on risk-free securities, share price, expected
volatility at grant date and expected dividends, and behavioral
factors of the beneficiary, such as expected early exercise. It is
considered that a beneficiary will exercise his/her option once
the potential gain becomes higher than 50% of the exercise
price.
Only options issued after November 7, 2002 and not fully
vested at January 1, 2005 and those issued after January 1,
2005 are accounted for according to IFRS 2.
The impact of applying IFRS 2 on net income (loss) is accounted for in “cost of sales,” “research and development
costs” or “administrative and selling expenses” depending on
the functions of the beneficiaries.
Outstanding stock options at the acquisition date of a company acquired by Alcatel-Lucent in a business combination
are usually converted into options to purchase Alcatel-Lucent
shares using the same exchange ratio as for the acquired
shares of the target company. In accordance with IFRS 3
“Business Combinations” and IFRS 2 “Share-based Payment”
requirements, the fair value of stock options acquired at the
time of acquisition is accounted for in the caption “additional
paid-in capital.” Unvested options at the acquisition date are
accounted for at their fair value as deferred compensation

(In Millions of Euros)
Valuation allowance for inventories and work in progress
on construction contracts
Impact of changes in valuation allowance on income tax, related
reduction of goodwill and discontinued operations

A non-current asset or disposal group (group of assets or
a cash generating unit) to be sold is considered as held for
sale if its carrying amount will be recovered through a sale
transaction rather than through continuing use. For this to be
the case, the asset must be available for sale and its sale must
be highly probable. These assets or disposal groups classified
as held for sale are measured at the lower of carrying amount
and fair value less costs to sell.
A discontinued operation is a separate major line of business or geographical area of operations for the Group that
is either being sold or is being held for sale. The net income (loss) and statement of cash flow elements relating to
such discontinued operations are presented in specific captions in the consolidated financial statements for all periods
presented.

Note 2. Principal Uncertainties regarding
the Use of Estimates
The preparation of consolidated financial statements in accordance with IFRSs requires that the Group make a certain
number of estimates and assumptions that are considered
realistic and reasonable. In the context of the current global
economic environment, the degree of volatility and subsequent lack of visibility remains particularly high as of December 31, 2009. Subsequent facts and circumstances could lead
to changes in these estimates or assumptions, which would
affect the Group’s financial condition, results of operations
and cash flows.
A/ Valuation Allowance for Inventories and Work
in Progress
Inventories and work in progress are measured at the lower of
cost or net realizable value. Valuation allowances for inventories and work in progress are calculated based on an analysis
of foreseeable changes in demand, technology or the market,
in order to determine obsolete or excess inventories and work
in progress.
The valuation allowances are accounted for in cost of sales
or in restructuring costs depending on the nature of the
amounts concerned.
December 31, 2009

December 31, 2008

December 31, 2007

(500)
2009

(654)
2008

(514)
2007

(139)

(285)

(186)
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B/ Impairment of Customer Receivables
An impairment loss is recorded for customer receivables if
the expected value of the future receipts is below the nominal value. The amount of the impairment loss reflects both
the customers’ ability to honor their debts and the age of the
debts in question. A higher default rate than estimated or the
deterioration of our major customers’ creditworthiness could
have an adverse impact on our future results.
(In Millions of Euros)
Accumulated impairment losses on customer receivables

December 31, 2009
(168)
2009

December 31, 2008
(207)
2008

December 31, 2007
(187)
2007

(23)

(17)

(3)

Impact of impairment losses on income (loss) before income tax, related
reduction of goodwill and discontinued operations
C/ Capitalized Development Costs, Other Intangible Assets
and Goodwill
Capitalized Development Costs
(In Millions of Euros)
Capitalized development costs, net

December 31, 2009
558

The criteria for capitalizing development costs are set out in
Note 1f. Once capitalized, these costs are amortized over
the estimated useful lives of the products concerned (3 to 10
years).
The Group must therefore evaluate the commercial and
technical feasibility of these development projects and estimate the useful lives of the products resulting from the
projects. Should a product fail to substantiate these assumptions, the Group may be required to impair or write off some
of the capitalized development costs in the future.
An impairment loss of €20 million for capitalized development costs was accounted for in 2009.

December 31, 2008
578

December 31, 2007
596

Impairment losses for capitalized development costs of
€135 million were accounted for in the fourth quarter of 2008
mainly related to a change in our WiMAX strategy, by focusing
on supporting fixed and nomadic broadband access applications for providers. These impairment losses are presented in
the line item “Impairment of assets” in the income statement.
During the fourth quarter of 2009, following the Group’s decision to cease any new WiMAX development on the existing
hardware platform and software release, restructuring costs
of €44 million were reserved.
Impairment losses for capitalized development costs of €41
million were accounted for in 2007 mainly related to the UMTS
(Universal Mobile Telecommunications Systems) business.

Other Intangible Assets and Goodwill
(In Millions of Euros)
Goodwill, net
Intangible assets, net(1)
Total
(1)

December 31, 2009
4,168
2,214
6,382

December 31, 2008
4,215
2,567
6,782

December 31, 2007
7,328
4,230
11,558

Including capitalized development costs, net.

Goodwill amounting to €8,051 million and intangible assets
amounting to €4,813 million were accounted for in 2006 as
a result of the Lucent business combination (see Note 3),
using market-related information, estimates (primarily based
on risk adjusted discounted cash flows derived from Lucent’s
management) and judgment (in particular in determining the
fair values relating to the intangible assets acquired).
No impairment loss on goodwill was accounted for during
2009.
Impairment losses of €4,545 million were accounted for
in 2008 mainly related to the CDMA (€2,533 million), Optics
(€1,019 million), Multicore (€300 million), and Applications
(€339 million) business divisions, each of which were considered to be groups of Cash Generating Units (“CGUs”) in 2008

IFRS ATT 1.69

at which level impairment tests of goodwill are performed (see
Notes 7, 12 and 13).
An impairment loss of €2,832 million was accounted for in
2007, of which €2,657 million was charged to goodwill and
€175 million was charged to other intangible assets, mainly
for the CDMA and IMS Business Divisions and the UMTS
business.
The recoverable value of each business division is calculated upon a five years discounted cash flow approach plus
a discounted residual value, corresponding to the weighted
average of the following three approaches:
• capitalization to perpetuity of the normalized cash flows
of year 5 (Gordon Shapiro approach)—weighted 50%;
• application of a Sales Multiple (Enterprise Value“EV”/Sales)—weighted 25% ;
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• application of an Operating Profit Multiple (Enterprise
Value-“EV”/Earnings Before Interest, Tax, Depreciation
and Amortization-“EBITDA”)—weighted 25%.
The recoverable values of our goodwill and intangible assets,
as determined for the 2009 annual impairment test performed
by the Group in the second quarter 2009, were based on
key assumptions which could have a significant impact on
the consolidated financial statements. Some of these key assumptions are:
• discount rate; and
• projected cash-flows arising out of the successful implementation of the strategic plan the Group publicly
announced on December 12, 2008 and on a nominal
rate of growth of our revenues in 2010.
The discount rates used for the annual impairment tests of
2009, 2008 and 2007 were the Group’s weighted average cost
of capital (“WACC”) of 11%, 10% and 10% respectively. For
the additional impairment tests performed during the fourth
quarter of 2008 and 2007, the rates used were 12% and 10%
respectively. The discount rates used for both the annual and
additional impairment tests are after-tax rates applied to aftertax cash flows. The use of such rates results in recoverable
values that are identical to those that would be obtained by
using, as required by IAS 36, pre-tax rates applied to pre-tax
cash flows. Given the absence of comparable “pure player”
listed companies for each group of Cash Generating Units,
we do not believe that the assessment of a specific WACC for
each product or market is feasible. A single discount rate has
therefore been used on the basis that risks specific to certain
products or markets have been reflected in determining the
cash flows.
Holding all other assumptions constant, a 0.5% increase
or decrease in the discount rate would have decreased or
increased the 2009 recoverable value of goodwill and intangible assets by €373 million and €406 million, respectively. An
increase of 0.5% in the discount rate would not have impacted
impairment losses as of December 31, 2009.
As indicated in Note 1g, in addition to the annual goodwill
impairment tests, impairment tests are carried out if AlcatelLucent has indications of a potential reduction in the value
of its goodwill or intangible assets. Possible impairments are
based on discounted future cash flows and/or fair values of
the assets concerned. Changes in the market conditions or
the cash flows initially estimated can therefore lead to a review
and a change in the impairment losses previously recorded.

Due to the change in the recent economic environment
and the volatile behaviour of financial markets, the Group assessed whether as of December 31, 2009 there was any indication that any business division goodwill may be impaired at
that date. The Group concluded that there were no triggering
events that would justify performing an additional impairment
test as of December 31, 2009.
D/ Impairment of Property, Plant and Equipment
In accordance with IAS 36 “Impairment of Assets,” when
events or changes in market conditions indicate that tangible or intangible assets may be impaired, such assets are
reviewed in detail to determine whether their carrying value is
lower than their recoverable value, which could lead to recording an impairment loss (recoverable value is the higher of
value in use and fair value less costs to sell) (see Note 1g).
Value in use is estimated by calculating the present value of
the future cash flows expected to be derived from the asset. Fair value less costs to sell is based on the most reliable
information available (such as market statistics and recent
transactions).
When determining recoverable values of property, plant and
equipment, assumptions and estimates are made, based primarily on market outlooks, obsolescence and sale or liquidation disposal values. Any change in these assumptions can
have a significant effect on the recoverable amount and could
lead to a revision of recorded impairment losses.
The planned closing of certain facilities, additional reductions in personnel and unfavorable market conditions have
been considered impairment triggering events in prior years.
No impairment loss on property, plant and equipment was accounted for in 2009 (€39 million in 2008). Impairment losses
of €94 million were accounted for during 2007 mainly related
to the UMTS business and the planned disposal of real estate.
E/ Provision for Warranty Costs and Other Product
Sales Reserves
Provisions are recorded for (i) warranties given to customers
on Alcatel-Lucent products, (ii) expected losses at completion
and (iii) penalties incurred in the event of failure to meet contractual obligations. These provisions are calculated based on
historical return rates and warranty costs expensed as well as
on estimates. These provisions and subsequent changes to
the provisions are recorded in cost of sales either when revenue is recognized (provision for customer warranties) or, for
construction contracts, when revenue and expenses are recognized by reference to the stage of completion of the contract
activity. Costs and penalties ultimately paid can differ considerably from the amounts initially reserved and could therefore
have a significant impact on future results.

Product Sales Reserves
(In Millions of Euros)
(1)

Related to construction contracts
Related to other contracts(2)
Total
(1)
(2)

December 31, 2009

December 31, 2008

December 31, 2007

114
482
596

186
575
761

147
557
704

See Note 18, included in the amounts due to/from customers on construction contracts.
See Note 27.

For further information on the impact on the income statement
of the change in these provisions, see Notes 18 and 27.
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F/ Deferred Taxes
Deferred tax assets relate primarily to tax loss carry-forwards
and to deductible temporary differences between reported
amounts and the tax bases of assets and liabilities. The assets relating to the tax loss carry-forwards are recognized if it
is probable that the Group will generate future taxable profits
against which these tax losses can be set off.
Deferred Tax Assets Recognized
(In Millions of Euros)

December 31, 2009

Related to the United States
Related to France
Related to other tax jurisdictions
Total
(1)

(2)

December 31, 2008

206(1)
451(1)
179
836

December 31, 2007

339(1),(2)
339(1),(2)
174
852

675(2)
404(2)
153
1,232

Following the performance of the 2009 and 2008 annual goodwill impairment tests, a reassessment of deferred taxes resulted in reducing
the deferred tax assets recorded in the United States and increasing those recognized in France compared to the situation as of December
31, 2008 and December 31, 2007.
Following the performance of an additional impairment test of goodwill during the fourth quarter of 2008 and 2007, a reassessment of
deferred taxes resulted in the reduction of deferred tax assets recorded in the United States and in France compared to the situation as of
December 31, 2007 and December 31, 2006 respectively.

Evaluation of the Group’s capacity to utilize tax loss carryforwards relies on significant judgment. The Group analyzes
past events and the positive and negative elements of certain
economic factors that may affect its business in the foreseeable future to determine the probability of its future utilization
of these tax loss carry-forwards, which also consider the factors indicated in Note 1n. This analysis is carried out regularly
in each tax jurisdiction where significant deferred tax assets
are recorded.
If future taxable results are considerably different from those
forecast that support recording deferred tax assets, the Group
will be obliged to revise downwards or upwards the amount
of the deferred tax assets, which would have a significant
impact on Alcatel-Lucent’s statement of financial position and
net income (loss).
As a result of the business combination with Lucent, €2,395
million of net deferred tax liabilities were recorded as of December 31, 2006, resulting from the temporary differences
generated by the differences between the fair value of assets and liabilities acquired (mainly intangible assets such
as acquired technologies) and their corresponding tax bases.
These deferred tax liabilities will be reduced in future Group
income statements as and when such differences are amortized. The remaining deferred tax liabilities related to the purchase price allocation of Lucent as of December 31, 2009
are €751 million (€957 million as of December 31, 2008 and
€1,629 million as of December 31, 2007).
As prescribed by IFRSs, Alcatel-Lucent had a twelve-month
period to complete the purchase price allocation and to determine whether certain deferred tax assets related to the carryforward of Lucent’s unused tax losses that had not been recognized in Lucent’s historical financial statements should be
recognized in the combined company’s financial statements.
If any additional deferred tax assets attributed to the combined company’s unrecognized tax losses existing as of the
transaction date are recognized in future financial statements,
the tax benefit will be included in the income statement.

IFRS ATT 1.69

G/ Pension and Retirement Obligations and Other
Employee and Post-Employment Benefit Obligations
Actuarial Assumptions
Alcatel-Lucent’s results of operations include the impact of
significant pension and post-retirement benefits that are measured using actuarial valuations. Inherent in these valuations
are key assumptions, including assumptions about discount
rates, expected return on plan assets, healthcare cost trend
rates and expected participation rates in retirement healthcare plans. These assumptions are updated on an annual
basis at the beginning of each fiscal year or more frequently
upon the occurrence of significant events. In addition, discount rates are updated quarterly for those plans for which
changes in this assumption would have a material impact on
Alcatel-Lucent’s results or shareholders’ equity.

Weighted average expected rates
of return on pension and
post-retirement plan assets
Weighted average discount rates used
to determine the pension and
post-retirement obligations

2009

2008

2007

6.69%

7.04%

7.39%

5.84%

6.44%

5.54%

The net effect of pension and post-retirement costs included
in “income (loss) before tax, related reduction of goodwill and
discontinued operations” was a €150 million increase in pretax income during 2009 (€246 million increase in pre-tax income during 2008 and a €628 million increase in pre-tax income during 2007). Included in the €150 million increase in
2009 was €253 million booked as a result of certain changes
to management retiree pension and healthcare benefit plans
(refer to Note 25f). Included in the €246 million increase in
2008 was €65 million booked as a result of certain changes
to management retiree healthcare benefit plans (refer to Note
25f). Included in the €628 million increase in 2007 was €258
million booked as a result of certain changes to management
retiree healthcare benefit plans (refer to Note 25f).
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Discount Rates
Discount rates for Alcatel-Lucent’s U.S. plans are determined
using the values published in the “original” CitiGroup Pension Discount Curve which is based on AA-rated corporate
bonds. Each future year’s expected benefit payments are discounted by the discount rate for the applicable year listed in
the CitiGroup Curve, and for those years beyond the last year
presented in the CitiGroup Curve for which we have expected
benefit payments, we apply the discount rate of the last year
presented in the Curve. After applying the discount rates to
all future years’ benefits, we calculate a single discount rate
that results in the same interest cost for the next period as
the application of the individual rates would have produced.
Discount rates for Alcatel-Lucent’s non U.S. plans are determined based on Bloomberg AA Corporate yields.
Holding all other assumptions constant, a 0.5% increase
or decrease in the discount rate would have decreased or
increased the 2009 net pension and post-retirement result by
approximately €(35) million and €49 million, respectively.
Expected Return on Plan Assets
Expected return on plan assets for Alcatel-Lucent’s U.S. plans
are determined based on recommendations from our external
investment advisor and our own historical returns experience.
Our advisor develops its recommendations by applying the
long-term return expectations it develops for each of many
classes of investments, to the specific classes and values
of investments held by each of our benefit plans. Expected
return assumptions are long-term assumptions and are not
intended to reflect expectations for the period immediately following their determination. Although these assumptions are
reviewed each year, we do not update them for small changes
in our advisor’s recommendations. However, the pension expense or credit for our U.S. plans is updated every quarter
using the fair value of assets and discount rates as of the beginning of the quarter. The 2009 fourth quarter expected return on plan assets (accounted for in “other financial income
(loss)”) for Alcatel-Lucent’s U.S. plans is based on September
30, 2009 plan asset fair values. However, the expected return
on plan assets for Alcatel-Lucent’s non U.S. plans is based
on the fair values of plan assets at December 31, 2008.
Holding all other assumptions constant, a 0.5% increase
or decrease in the expected return on plan assets would
have increased or decreased the 2009 net pension and postretirement result by approximately €122 million.
Alcatel-Lucent recognized a U.S. $ 70 million increase between the third and the fourth quarters of 2009 in the net pension credit, which is accounted for in “other financial income
(loss).” The net pension credit increased due to an increase in
the expected return on plan assets for Alcatel-Lucent’s U.S.
plans resulting from the increase in the plan asset fair values and the expected change of the interest cost in relation
to the change in the liability. On Alcatel-Lucent’s U.S. plans,
Alcatel-Lucent expects a U.S. $ 30 million decrease in the net
pension credit to be accounted for in “other financial income
(loss)” between the 2009 fourth quarter and the 2010 first
quarter. Alcatel-Lucent does not anticipate a material impact
outside U.S. plans.
Healthcare Inflation Trends
Regarding healthcare inflation trend rates for Alcatel-Lucent’s
U.S. plans, Alcatel-Lucent’s actuary annually reviews expected cost trends from numerous healthcare providers, re-

27

cent developments in medical treatments, the utilization of
medical services, and Medicare future premium rates published by the U.S. Government’s Center for Medicare and
Medicaid Services (CMS) as these premiums are reimbursed
for some retirees. The actuary applies its findings to the specific provisions and experience of Alcatel-Lucent’s U.S. postretirement healthcare plans in making its recommendations.
In determining its assumptions, Alcatel-Lucent reviews its recent experience together with its actuary’s recommendations.
Participation Assumptions
Alcatel-Lucent’s U.S. post-retirement healthcare plans allow
participants to opt out of coverage at each annual enrollment
period, and for almost all to opt back in at any future annual
enrollment. An assumption is developed for the number of eligible retirees who will elect to participate in our plans at each
future enrollment period. Our actuaries develop a recommendation based on the expected increases in the cost to be paid
by a retiree participating in our plans and recent participation history. We review this recommendation annually after
the annual enrollment has been completed and update it if
necessary.
Mortality Assumptions
The mortality assumption for Alcatel-Lucent’s U.S. plans is
based on actual recent experience of the participants in our
management pension plan and our occupational pension
plans. For the 2009 year-end valuation, we updated the mortality assumptions, again based on the actual experience of
the two plans. We looked at the experience for the years of
2004 through 2008. As was the case previously, there was
insufficient experience to develop assumptions for active employees and former employees who have delayed commencing their pension benefits, so we used the RP 2000 mortality
table projected up to 2009.
Plan Assets Investment
At its meeting on July 29, 2009, the Board of Directors approved the following modifications to the asset allocation of
Alcatel-Lucent’s pension funds: the investments in equity securities is to be reduced from 22.5% to 15% and the investments in bonds is to be increased from 62.5% to 70%, while
investments in alternatives (such as real estate, private equity and hedge funds) is to remain unchanged. The reduction in equity investments in favor of fixed income securities
was achieved immediately. The implementation of the asset
allocation approved on July 29, 2009 was completed as of
January 1, 2010. We believe that these changes should lead
to a slight decrease in long-term returns from financial assets. The impact of these changes has been reflected in our
expected return assumptions for 2010.
Plan assets are invested in many different asset categories
(such as cash, equities, bonds, real estate and private equity).
In the quarterly update of plan asset fair values, approximately
80% are based on closing date fair values and 20% have a
one to three month delay as the fair value of private equity,
venture capital, real estate and absolute return investments
are not available in a short period. This is standard practice
in the investment management industry. Assuming that the
December 31, 2009 actual fair values of private equity, venture capital, real estate and absolute return investments at
year end were 10% lower than the ones used for accounting
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purposes as of December 31, 2009, and since the Management Pension Plan has a material investment in these asset
classes (and the asset ceiling described below is not applicable to this plan), equity would be negatively impacted by
approximately €210 million.

125% of plan obligations is between $1.2 billion and $2.7 billion. However, deterioration in the funded status of the U.S.
occupational pension plan could negatively impact our ability
to make future Section 420 Transfers.
H/ Revenue Recognition

Asset Ceiling
According to IAS 19, the amount of prepaid pension costs that
can be recognized in our financial statements is limited to the
sum of (i) the cumulative unrecognized net actuarial losses
and prior service costs, (ii) the present value of any available
refunds from the plan and (iii) any reduction in future contributions to the plan. Since Alcatel-Lucent has used and intends
to use in the future eligible excess pension assets applicable
to formerly represented retirees to fund certain retiree healthcare benefits for such retirees, such use is considered as a
reimbursement from the pension plan when setting the asset
ceiling.
The impact of expected future economic benefits on the
pension plan asset ceiling is a complex matter. For formerly
union-represented retirees, we expect to fund our current retiree healthcare obligation with Section 420 Transfers from
the U.S. Occupational pension plan. Section 420 of the U.S.
Internal Revenue Code provides for transfers of certain excess pension plan assets held by a defined pension plan into
a retiree health benefits account established to pay retiree
health benefits. We may select among numerous methods
available for valuing plan assets and obligations for funding
purposes and for determining the amount of excess assets
available for Section 420 Transfers. The assumptions to be
used for the January 1, 2010 valuation have not been chosen
at this time. Also, asset values for private equity, real estate,
and certain alternative investments, and the obligation based
on January 1, 2010 census data will not be final until late in
the third quarter of 2010. Prior to the Pension Protection Act
of 2006 (or the PPA), Section 420 of the U.S. Internal Revenue Code allowed for a Section 420 Transfer in excess of
125% of a pension plan’s funding obligation to be used to
fund the healthcare costs of that plan’s retired participants.
The Code permitted only one transfer in a tax year with transferred amounts being fully used in the year of the transfer. It
also required the company to continue providing healthcare
benefits to those retirees for a period of five years beginning
with the year of the transfer (cost maintenance period), at the
highest per-person cost it had experienced during either of
the two years immediately preceding the year of the transfer.
With some limitations, benefits could be eliminated for up to
20% of the retiree population, or reduced for up to 20% of
the retiree population, during the five year period. The PPA
as amended by the U.S. Troop Readiness, Veterans’ Care,
Katrina Recovery, and Iraq Accountability Appropriations Act
of 2007, expanded the types of transfers to include transfers
covering a period of more than one year of assets in excess
of 120% of the funding obligation, with the cost maintenance
period extended through the end of the fourth year following the transfer period, and the funded status being maintained at a minimum of 120% during each January 1 valuation
date in the transfer period. The amendments also provided for
collective bargained transfers, both single year and multi-year,
wherein an enforceable labor agreement is substituted for
the cost maintenance period. Using variations of the available methods, we estimate that as of December 31, 2009,
the excess of assets above 120% of the plan obligations is
between $1.7 billion and $3.2 billion, and the excess above
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As indicated in Note 1o, revenue under IAS 18 accounting is
measured at the fair value of the consideration received or to
be received when the Group has transferred the significant
risks and rewards of ownership of a product to the buyer.
For revenues and expenses generated from construction
contracts, the Group applies the percentage of completion
method of accounting, provided certain specified conditions
are met, based either on the achievement of contractually defined milestones or on costs incurred compared with total estimated costs. The determination of the stage of completion
and the revenues to be recognized rely on numerous estimations based on costs incurred and acquired experience.
Adjustments of initial estimates can, however, occur throughout the life of the contract, which can have significant impacts
on future net income (loss).
Although estimates inherent in construction contracts are
subject to uncertainty, certain situations exist whereby management is unable to reliably estimate the outcome of a construction contract. These situations can occur during the early
stages of a contract due to a lack of historical experience or
throughout the contract as significant uncertainties develop
related to additional costs, claims and performance obligations, particularly with new technologies. During the fourth
quarter of 2007, as a result of cost overruns and major technical problems that we experienced in implementing a large
W-CDMA (Wideband Code Division Multiple Access) contract, we determined then that we could no longer estimate
with sufficient reliability the final revenue and associated costs
of such contract. As a result, we expensed all the contract
costs incurred to that date, and we only recognized revenues
to the extent that the contract costs incurred were recoverable. Consequently, revenues of €72 million and cost of sales
of €298 million were recognized in 2007 in connection with
this construction contract. The negative impact on income
(loss) before tax, related reduction of goodwill and discontinued operations of changing from the percentage of completion method to this basis of accounting was €98 million
for 2007. This basis of accounting was maintained in 2008
and for the first nine months of 2009. During that 21 month
period, our operational performance on the contract steadily
improved to a point where we could then estimate reliably the
outcome of the contract. However, because the contract was
considered complete starting on October 1, 2009, reverting
back to percentage of completion accounting was no longer
necessary.
Contracts that are multiple element arrangements can
include hardware products, stand-alone software, installation and/or integration services, extended warranty, product
roadmaps, etc. Revenue for each unit of accounting is recognized when earned based on the relative fair value of each
unit of accounting as determined by internal or third-party
analyses of market-based prices. If the criteria described in
Note 1o are met, revenue is earned when units of accounting are delivered. If such criteria are not met, revenue for the
arrangement as a whole is accounted for as a single unit of
accounting. Significant judgment is required to allocate contract consideration to each unit of accounting and determine
whether the arrangement is a single unit of accounting or
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a multiple element arrangement. Depending upon how such
judgment is exercised, the timing and amount of revenue recognized could differ significantly.
For multiple element arrangements that are based principally on licensing, selling or otherwise marketing software
solutions, judgment is required as to whether such arrangements are accounted for under IAS 18 or IAS 11. Software
arrangements requiring significant production, modification or
customization are accounted for as a construction contract under IAS 11. All other software arrangements are accounted
for under IAS 18, in which case the Group requires vendor
specific objective evidence (VSOE) of fair value to separate
the multiple software elements. If VSOE of fair value is not
available, revenue is deferred until the final element in the
arrangement is delivered or revenue is recognized over the
period that services are being performed if services are the
last undelivered element. Significant judgment is required to
determine the most appropriate accounting model to be applied in this environment and whether VSOE of fair value exists to allow separation of multiple software elements.
For product sales made through distributors, product returns that are estimated according to contractual obligations
and past sales statistics are recognized as a reduction of
sales. Again, if the actual product returns were considerably
different from those estimated, the resulting impact on the net
income (loss) could be significant.
It can be difficult to evaluate the Group’s capacity to recover
receivables. Such evaluation is based on the customers’ creditworthiness and on the Group’s capacity to sell such receivables without recourse. If, subsequent to revenue recognition,
the recoverability of a receivable that had been initially considered as likely becomes doubtful, a provision for an impairment
loss is then recorded (see Note 2b above).
I/ Purchase Price Allocation of a Business
Combination
In a business combination, the acquirer must allocate the cost
of the business combination at the acquisition date by recognizing the acquiree’s identifiable assets, liabilities and contingent liabilities at fair value at that date. The allocation is
based upon certain valuations and other studies performed
with the assistance of outside valuation specialists. Due to
the underlying assumptions made in the valuation process,
the determination of those fair values requires estimations
of the effects of uncertain future events at the acquisition date
and the carrying amounts of some assets, such as fixed assets, acquired through a business combination could therefore differ significantly in the future.
As prescribed by IFRS 3, if the initial accounting for a business combination can be determined only provisionally by
the end of the reporting period in which the combination is
effected, the acquirer must account for the business combination using those provisional values and has a twelve-month
period to complete the purchase price allocation. Any adjustment of the carrying amount of an identifiable asset or liability
made as a result of completing the initial accounting is accounted for as if its fair value at the acquisition date had been
recognized from that date. Detailed adjustments accounted
for in the allocation period are disclosed in Note 3.
Once the initial accounting of a business combination is
complete, only errors may be corrected.

29

J/ Accounting Treatment of Convertible Bonds With Optional
Redemption Periods/Dates Before Contractual Maturity
Some of our convertible bonds have optional redemption periods/dates occurring before their contractual maturity, as described in Note 24. All the Alcatel-Lucent convertible bond
issues were accounted for in accordance with IAS 32 requirements (paragraphs 28 to 32) as described above in Note 1m.
Classification of the liability and equity components of a convertible instrument is not revised when a change occurs in the
likelihood that a conversion will be exercised. On the other
hand, if optional redemption periods/dates occur before the
contractual maturity of a debenture, a change in the likelihood of redemption before the contractual maturity can lead
to a change in the estimated payments. As prescribed by IAS
39, if an issuer revises the estimates of payment due to reliable new estimates, it must adjust the carrying amount of the
instrument by computing the present value of the remaining
cash flows at the original effective interest rate of the financial liability to reflect the revised estimated cash flows. The
adjustment is recognized as income or expense in profit or
loss.
As described in Notes 8, 24 and 26, such a change in estimates occurred during the second quarter of 2009 regarding Lucent’s 2.875% Series A convertible debenture. Similar
changes in estimates could occur in the future for all convertible debentures with optional redemption periods/dates.
A loss corresponding to the difference between the present
value of the revised estimated cash flows and the carrying
amount derived from the split accounting, as described in
Note 1m, could impact “other financial income (loss)” as a
result of any change in the Group’s estimate of redemption
triggers on all of Lucent’s convertible debt. An approximation
of the potential negative impact on “other financial income
(loss)” is the carrying amount of the equity component, as
disclosed in Notes 24 and 26.
If all or some of the holders of Lucent’s 2.875% Series A
convertible debentures do not demand redemption on the first
optional redemption date, which is June 15, 2010, the estimated cash flows related to the remaining debt will then be
revised accordingly, if new estimates are considered reliable,
with a corresponding potential positive impact on “other financial income (loss).” The initial accounting treatment could
then be reapplied.
K/ Insured Damages
In 2008, Alcatel-Lucent experienced a fire in a newly-built
factory containing new machinery. Non-recoverable assets
having a net book value of €4 million were written off as of
September 30, 2008, representing an equivalent negative impact on cost of sales in 2008. The cost of the physical damage
and business interruption were insured and gave right to an indemnity claim, the amount of which was definitively settled as
of September 30, 2009. Alcatel-Lucent received €33 million
on its business interruption insurance which was accounted
for in other revenues during 2009, only when the cash was
received.
In December 2009, the roof and technical floor of AlcatelLucent Spain’s headquarters in Madrid partially collapsed for
unknown reasons. Alcatel-Lucent Spain rents this building
and the lease is accounted for as an operating lease. The
damaged assets were derecognized as of December 31, 2009
with a negative impact of €1 million on income (loss) from
operating activities. All costs related to this incident (damaged
assets, displacement and relocation costs, etc.) are insured
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subject to a €15 million deductible. Displacement and relocation costs below this threshold will be accounted for as incurred in 2010. As the cause of the incident is still not known,
nothing has been reserved related to Alcatel-Lucent Spain’s
potential liability to third parties. At this stage, Alcatel-Lucent
Spain’s liability is not considered probable. However, depending upon the results of the investigation, this situation could
evolve.

Note 3. Changes in Consolidated Companies
The main changes in consolidated companies for 2009 were
as follows:
• on November 23, 2009, Alcatel-Lucent announced an
agreement to sell its electrical fractional horsepower
motors and drives activities, Dunkermotoren GmbH, to
Triton, a leading European private equity firm, for an
enterprise value of €145 million. The sale was completed on December 31, 2009 and the preliminary cash
proceeds received was €128 million. The net capital gain of €99 million is presented in the line item
“Gain/(loss) on disposal of consolidated entities” in the
income statement;
• on April 30, 2009, Bharti Airtel and Alcatel-Lucent announced the formation of a joint venture to manage
Bharti Airtel’s pan-India broadband and telephone services and help Airtel’s transition to next generation network across India. A new legal entity was formed which
was fully consolidated by Alcatel-Lucent from September 30, 2009 onwards;
• the sale of our 20.8% stake in Thales was completed
during the second quarter of 2009 with a capital gain
of €255 million accounted for in “other financial income
(loss).” This capital gain takes into account €191 million
corresponding to the remaining part of the capital gain
that was accounted for in connection with the contribution of our railway signaling business and our Integration
and Services activities for mission-critical systems sold
in 2007, and which was eliminated as an intra-group
transaction;
• the purchase price of €670 million paid to the Group by
Thales for the disposal of the space business completed
in 2007 was subject to adjustment in 2009. As a result,
Thales was required to pay to the Group an additional
€130 million (before fees), which was accounted for in
“income from discontinued operations” and cashed in for
an amount of €118 million during the second quarter of
2009.
The main changes in consolidated companies for 2008 were
as follows:
(In Millions of Euros)
Cost of the business combination (A)
Net assets acquired (B)
Goodwill (A)–(B)
(1)
(2)

• on December 19, 2008, Alcatel-Lucent and Dassault
Aviation announced that they had signed the definitive agreement to sell Alcatel-Lucent’s shares in Thales
(41,262,481 shares) at a price of €38 per share, representing a total value of €1.57 billion;
• on May 12, 2008, Alcatel-Lucent and Reliance Communications announced the formation of a global joint
venture to offer managed network services to telecom
operators. The first project of this joint venture is to provide managed services for Reliance Communications
CDMA and GSM networks in India. Alcatel-Lucent controls the operations of the joint venture and fully consolidates it;
• on June 17, 2008, Alcatel-Lucent announced that it had
entered into a definitive agreement to acquire Motive,
Inc., a leading provider of service management software
for broadband and mobile data services, through a cash
tender offer for all outstanding Motive shares at a price
of U.S. $2.23 per share, representing a value of approximately U.S. $67.8 million. Based upon the preliminary
purchase price allocation, goodwill for this acquisition
amounted to €58 million as of December 31, 2008.
The main changes in consolidated companies for 2007 were
as follows:
• on December 2007, our 49.9% share in Draka Comteq
B.V. (“Draka Comteq”) was sold to Draka for €209 million in cash. Under this transaction, Draka acquired full
ownership of Draka Comteq. Since the initial establishment of the joint venture, Draka Comteq was controlled
by Draka and its results were consolidated in full in the
Draka consolidated financial statements and under the
equity method in the Alcatel-Lucent consolidated financial statements. The gain on disposal amounted to €74
million and was recorded in the line item “Other financial
income (loss)” (see Note 8). The amount of capital gain
takes into account the estimated impact of an indemnity
clause related to a pending litigation and, as a result,
the capital gain may be revised in future periods (refer
to Note 8);
• on January 5, 2007, we completed the contribution to
Thales of our railway signaling business and our Integration and Services activities for mission-critical systems
not dedicated to operators or suppliers of telecommunications services;
• in April 2007, the ownership interests in two joint ventures in the space sector were sold to Thales for €670
million in cash, which was subject to adjustment in 2009;
• the adjustments recognized in 2007 that related to the
business combination with Lucent during 2006 were as
follows:

As of December 31, 2007
9,895
2,186
7,709

As of December 31, 2006
9,891
1,840
8,051

Difference
4(1)
346(2)
(342)

Relates to changes in the estimated transaction cost.
Of which:
• change in the fair value of intangible assets: €94 million;
• change in the fair value of property, plant and equipment: €(205) million;
• increase of deferred tax assets recognized: €181 million in connection with the option elected in accounting for pension and other
employee benefits (see Note 1k);
• reduction of goodwill due to the recognition of deferred tax assets of €256 million (of which €181 million related to the post-retirement
benefit plan amendment described in Note 25);
• decrease of goodwill in connection with the change in deferred taxes related to other adjustments: €50 million;
• other adjustments: €(30) million.
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The impact of these adjustments on the 2007 net profit (loss)
was not material.
The purchase price allocation was completed as of November 30, 2007.

Note 4. Change in Accounting Policy and Presentation
A/ Change in Accounting Policy
2009
No change in accounting policy occurred in 2009.

Previously, Alcatel-Lucent applied the corridor method, under which actuarial gains and losses exceeding 10% of the
greater of (i) the benefit obligation or (ii) the fair value of plan
assets were recognized in the income statement over the expected remaining working lives of the employees participating
in the plans. The impact of the limitation in the value of plan
assets to the lower of: (i) the value resulting from applying
IAS 19 “Employee Benefits” prior to the Group’s adoption of
the option provided by the amendment to IAS 19, and (ii) the
net total present value of any available refund from the plan
or reduction in future contributions to the plan (arising from
asset ceilings) was accounted for in the income statement.

2008
First application of IFRIC 14 (Interpretation of IAS 19—The
limit on a defined benefit asset, minimum funding requirements and their interaction).
The “asset ceiling” rule of IAS 19 limits the measurement
of a defined benefit asset to “the present value of economic
benefits available in the form of refunds from the plan or reductions in future contributions to the plan plus unrecognized
gains and losses.” Questions have arisen about when refunds
or reductions in future contributions should be considered
available, particularly when a minimum funding requirement
exists.
In the United Kingdom, for example, minimum funding
requirements exist to improve the security of the postemployment benefit obligations to participants of an employee
benefit plan. Such requirements normally stipulate a minimum amount or level of contributions that must be made to
a plan over a given period. Therefore, a minimum funding requirement may limit the ability of the entity to reduce future
contributions.
Further, the limit on the measurement of the value of a defined benefit asset may cause the minimum funding requirement to be onerous. Normally, a requirement to make contributions to a plan would not affect the value of the defined
benefit asset or liability. This is because the contributions,
once paid, will become plan assets and so the additional net
liability is nil. However, a minimum funding requirement may
give rise to a liability if the required contributions will not be
available to the entity once they have been paid.
The first application of this new interpretation had a negative
impact on our shareholders’ equity as of December 31, 2008
of (€91) million, (€45) million as of December 31, 2007 and
(€82) million as of December 31, 2006 in connection with our
pension plans in the United Kingdom.
2007
On January 1, 2007, Alcatel-Lucent adopted (with retrospective effect as of January 1, 2005) the option offered by Amendment to IAS 19 “Employee benefits—Actuarial gains and
losses, Group plans and Disclosures,” to immediately recognize all actuarial gains and losses and any adjustment arising from an asset ceiling, net of deferred tax effects, in the
period in which they occur outside the income statement in
the Statement Of Recognized Income and Expense (SORIE).
This statement was renamed “Statement of Comprenhensive
Income” beginning in 2009. Management believes that the
change will more fairly present the fair value of assets and liabilities related to retiree benefits in the company’s statement
of financial position and eliminate significant volatility in its results of operations for certain plans, the participants of which
are all, or almost all, fully eligible to receive benefits.

B/ Change in Presentation
Since January 1, 2007, the Group presents sales commissions under “administrative and selling expenses” and not in
“cost of sales” as previously presented by historical Alcatel.

General Information, Regulatory Environment
1.70

Repsol YPF, S.A. (Dec 2009)
Author’s Note
Repsol is subject to regulation of its activities in
many countries, including Spain, Argentina, Bolivia,
Venezuela, and Ecuador. This excerpt only includes
part of the disclosures about the regulatory environment in which it operates.
NOTES TO THE 2009 CONSOLIDATED FINANCIAL
STATEMENTS (in part)
Note 2. Regulatory Framework (in part)
The activities of Repsol YPF S.A. and its main investees are
subject to extensive regulation, whose main aspects are described below.
Spain
Spain currently has legislation which seeks to liberalize the oil
industry, a manifestation of which is the Hydrocarbons Sector
Law 34/1998 of October 7, which has been amended by several provisions, including the Law 12/2007 of July 7, 2007 and
implemented through numerous royal decrees and ministerial
orders. This Law establishes the criteria for allocating powers
among the Spanish Government and the central and regional
administrations.
The Spanish National Energy Commission (“Comisión
Nacional de Energı́a”) is a public agency of the Ministry of
Industry, Tourism and Commerce, with power as regulatory
authority, which is in charge of ensuring effective competition, objectivity and transparency in the electricity and liquid
and gaseous hydrocarbons markets, seeking the benefit of all
market participants, including consumers.
Royal Decree-Law 4/2006 expanded the functions of the
Spanish National Energy Commission by introducing the requirement to obtain a prior administrative authorization in
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relation to certain acquisitions or investments in companies
that engage in regulated activities or activities that, although
not regulated in the strict sense, are subject to significant oversight by administrative bodies in Spain. Notwithstanding this,
on July 28, 2008, the European Court of Justice declared
that the obtaining of the aforementioned administrative authorization (regarding acquisitions carried out by Community
Companies) is contrary to sections 43 and 56 of the EC.
Royal Decree-Law 5/2005, of March 11, contains provisions
relating to the energy markets. Among these provisions, the
definitions of “main operator” (a company that is among the
five companies with greater market share in the relevant sector or market) and “dominant operator” (a company group that
has a market share equal or superior to 10 percent of the markets in which it operates, that is, electric energy generation
and supply sectors, production and supply of fuels, production and supply of LPG, production and supply of natural gas)
are significant.
The definition of “main operator” is important since limitations on the exercise of the rights to vote and appoint members
of the management boards are imposed on the physical or legal persons which, directly or indirectly, have interests in the
capital or in the voting rights of two or more companies which
constitute main operators in the aforementioned sectors.
Regarding the “dominant operator,” the Law, to date, has
not established limitations in connection with the oil industry.
To be defined as a “dominant operator” only implies certain
limitation or additional liabilities in the electricity sector.
Royal Decree-Law 6/2009 definitively repealed supplementary provision twenty-seven of Law 55/1999 (amended by Law
62/2003), which stipulated prior authorisation by the authorities for the acquisition by public entities or entities majorityowned or controlled by public entities of shareholdings of 3%
or more in energy companies (the so-called energy “golden
share”). This rule had been questioned by the European Court
of Justice in a ruling handed down on February 14, 2008.
Liquid Hydrocarbons, Oil and Petroleum Derivatives
In Spain, hydrocarbon deposits and underground storages
existing on Spanish territory and in the territorial marine subsoil and ocean bottoms which are under Spanish sovereignty
are considered public properties. Also some of the activities
falling within the scope of Law 34/1998 may be subject to
authorizations, permits and/or concessions.
Construction and operation of refining, transportation and
fixed storage facilities are subject to prior authorization, the
granting of which requires meeting the relevant technical, financial, environmental and safety requirements.
Third parties may freely access transportation and fixed
storage facilities of oil products, such as the facilities of
Compañı́a Logı́stica de Hidrocarburos S.A. (“CLH”), on conditions agreed on an objective and non-discriminatory basis.
However, the Spanish Government has the discretion to establish access tolls for mainland territories and for those areas
of the Spanish territory where alternative transport or storage
facilities do not exist or are insufficient. As of the date of this
annual report, the Spanish Government has not exercised this
discretion.
Pursuant to Royal Decree Law 6/2000, no physical or legal
person may hold, directly or indirectly, ownership of more than
25% of the capital stock of CLH. This same Royal Decree further provides that the aggregate direct or indirect ownership
interest in CLH of entities with refining capacity in Spain may
not exceed 45% of CLH’s capital.
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Petroleum derivative prices have been liberalized, with the
exception of LPG, which is subject, in some cases, to maximum retail prices. Prices of bulk LPG and LPG sold in bottles
that are less than 8 kilograms or more than 20 kilograms have
been liberalized.
Ministerial Order ITC/1858/2008 dated June 26, updated
the system of setting the quarterly maximum sales price before tax for bottled LPG, affecting containers holding 8kg or
more but less than 20kg; with the exception of containers of
LPG blends for use as fuel. The Spanish Government, by
means of Ministerial Order ITC/2608/2009, dated September
28, 2009, modified the system for automatically setting the
maximum sales prices indicated in the abovementioned order in an effort to uphold consumer interests in the face of
international price volatility.
The retail marketing of LPG may be carried out freely by
any physical or legal person.
Natural Gas
Law 12/2007 of July 2, which amended Law 34/1998 on the
hydrocarbon sector and incorporated into Spanish Law the
European Parliament Directive 2003/55, incorporates measures for achieving a completely liberalized market which will
be the basis for greater competition, price reduction and improvement in the quality of service to the end-user.
This regulation puts an end to the tariff system. The
Directive defines the role of the supplier of last resort, who
shall be liable to supply consumers with deficient power of
negotiation. Moreover, it shall do so within a maximum price
(“last resort tariff”) which shall be established by the Ministry
of Industry, Tourism and Commerce. The Ministerial Order
ITC/2857/2008, of October 10, regulates the last resort supply tariff for natural gas and sets forth its calculation.
The activities of the different parties involved in the gas system are redefined, establishing a legal and operational separation between the so-called “network activities” (transportation, distribution, regasification or storage), on the one hand,
and production and supply activities, on the other. In addition,
the Law eliminates possible competition between distributors
and marketers in the supply sector by eliminating the tariff
system and creating the last resort tariff.
Regasification, basic storage, transportation and distribution activities are regulated activities. Companies that perform
any or some of these activities may not perform commercialization activities. Royal Decree 949/2001 implemented criteria
and principles related to compensation for regulated activities.
Commercialization activities are liberalized. Companies
dedicated to natural gas commercialization may not have additional corporate objectives in the gas sector and may not
perform regasification, basic storage, transport or distribution
activities.
Since January 1, 2003, all consumers, regardless of their
level of consumption, are considered qualified consumers and
may choose between buying natural gas from distributors in
the regulated market or from commercializers in the liberalized market.
The construction, operation, modification and closing of
basic network and carrier network facilities require prior government authorizations.
The system’s technical manager is responsible for the technical management of the basic network and the secondary
carrier network and guarantees the continuity and safety of the
supply of natural gas and appropriate coordination among access points, storage facilities, transportation and distribution.
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Enagas, S.A. is the system’s technical manager. Pursuant to
Law 62/2003, no entity may own, directly or indirectly, more
than 5% of the capital stock of Enagas, S.A.
Since January 1, 2003, no company or group of companies acting in the natural gas sector can collectively provide
natural gas for consumption in Spain in an amount in excess
of 70% of domestic consumption. The Spanish Government
is authorized to modify that percentage based on changes in
the sector and the sector’s business structure.

if a Services Agreement to replace this Participation Agreement is not negotiated and executed within a period of one
year (this deadline can be extended by mutual agreement).
During this transition period, the Government of Ecuador will
reduce the tax on extraordinary profits from 99% to 70%.
At the end of 2009, the aforementioned transition period
was extended by an additional year, to March 12, 2011 (a
deadline which can also be extended by mutual agreement).
New Constitution in Ecuador

Minimum Safety Stock
Royal Decree 1766/2007, whereby the Royal Decree
1716/2004 is amended, regulates the obligation to maintain
a minimum stock in the oil and natural gas sectors, the obligation to diversify the natural gas supply and the activities of
the Corporation of Strategic Reserves of Petroleum Products
(CORES). The mentioned Royal Decree increases the number of minimum safety stock days from 90 to 92 compulsory
days as of January 1, 2010.
The competent administrative authority appointed for the
inspection and control of the minimum safety stock and the
diversification is the CORES.

On October 20, 2008 the new Constitution of Ecuador was
published in the Official State Gazette, which makes certain
amendments to hydrocarbons regulations. In accordance with
article 408 of the new Constitution, the state is entitled to retain
a portion of the profits deriving from the sale of the nation’s
oil and gas resources in an amount that shall not be less
than the earnings retained by the producer. A similar provision
had already been written into the operating licenses but had
never been incorporated into a constitution. As a result of the
new Constitution, new hydrocarbons regulations are currently
being drafted.
Other Countries

Ecuador
On March 29, 2006, by the Law No. 2006-42, Ecuador demanded from the contractors of all the prospecting and exploitation joint contracts of hydrocarbons the payment of at
least 50% of the so-called “surpluses of crude oil,” that is, the
difference between the participation value of each contractor, according to the oil price at the date of the execution of
the contract (calculated on the basis of the monthly average
of the sale price expressed in fixed values) and its value in
accordance to the oil price at the date of sale by the contractors. Later on, the Executive Decree No. 662, on October 4,
2007, which amends the Executive Decree 1,672, increased
the mentioned stake of the State over the oil surpluses up
to 99%.
On June 9, 2008, the companies constituting the consortium of contractors of the Block 16, in disagreement with the
application of this new encumbrance, filed with the ICSID an
application for international arbitration pursuant to the Equity
Contract. The total amount paid by the consortium of contractors under protest, until March 2008, regarding the application of the Law No. 2006-42, was 591.5 million dollars (€425
million), amount for which Repsol and the other members of
the consortium of contractors claim compensation to Petroecuador and the Government of Ecuador before the ICSID.
Repsol YPF’s current direct and indirect share in the consortium of the Block 16 is 55%.
Via executive order, Petroecuador claimed payment by the
consortium of contractors of the balance of surplus profits not
yet paid, in respect of which Repsol YPF Ecuador filed for
an injunction in the aforementioned arbitration proceedings
brought before the ICSID in a pre-emptive move. On March
12, 2009 Repsol YPF Ecuador S.A. executed an installment
payment agreement with Petroecuador covering the amounts
subject to the claim, under which two payments have already
been made.
On March 12, 2009, Repsol YPF Ecuador S.A. (Ecuador
Branch), as operator of Block 16, signed a modified Participation Agreement which extends the concession to operate
Block 16 from January 31, 2012 to December 31, 2018, although the Participation Agreement will be terminated early

Repsol YPF’s operations are subject to an extensive variety
of legislation and regulatory frameworks in the other countries
in which it operates. All aspects of the activities performed,
including, inter alia, land occupancy, production rates, royalties, price-setting, environmental protection, export rates, exchange rates, etc., are covered by such legislation and regulatory frameworks. The terms of the concessions, licenses,
permits and agreements governing the Group’s interests vary
from one country to another. These concessions, licenses,
permits and agreements are generally awarded or jointly
carried out with government bodies or state companies and
occasionally with private sector organisations.

Basis of Presentation, Statement of
Compliance, Going Concern Assessment
1.71

JSC BTA Bank (Dec 2009)
Author’s Note
In February 2010, while undergoing a restructuring
in Kazakhstan, BTA bank filed for bankruptcy protection in the United States under Chapter 15 of the
U.S. Bankruptcy Code. BTA’s creditors voted in May
2010 to accept its restructuring plan. However, Chapter
15 only protects the bank from its U.S. creditors and
does not affect any proceedings against the bank that
may occur in other jurisdictions. Without qualifying its
opinion, Ernst & Young LLP includes an “Emphasis of
a Matter” paragraph in its audit report drawing attention
to these circumstances, stating that there was a material uncertainty about the bank’s ability to continue as
a going concern.
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NOTES TO THE 2009 CONSOLIDATED FINANCIAL
STATEMENTS
(Millions of Kazakhstani Tenge)

Note 1. Principal Activities (in part)
JSC BTA Bank and its subsidiaries (together the “Group”)
provide retail and corporate banking services, insurance services, leasing and other financial services in Kazakhstan,
Russian Federation, Belorussia, Georgia and Armenia. The
parent company of the Group is BTA Bank (the “Bank”), a joint
stock company. The Bank is incorporated and domiciled in the
Republic of Kazakhstan. Note 3 lists the Bank’s subsidiaries
and associates.

Note 2. Going Concern
During the fourth quarter of 2008 there was a significant deterioration in the consolidated financial position of BTA Bank and
its subsidiaries principally resulting from loss events related to
loan portfolio. This led to a breach by the Bank and the Group
of certain prudential requirements including those related to
capital adequacy set by the Financial Markets Supervision
Agency (the “FMSA”). In addition, in February 2009 Kazakh
Tenge has devalued against the US dollar by 23%. This also
has negatively affected the Bank and its customers, resulting
in further deterioration of the Bank’s assets. As a result of
these loss events the Group’s total liabilities as at 31 December 2009 exceeded its total assets by KZT 1,689,820 million
(31 December 2008: KZT 742,779 million) and the Group has
reported a net loss amounting to KZT 1,114,534 million for the
year then ended. This led the Bank to non-compliance of certain ratios, including capital adequacy ratio as calculated in
accordance with Basel Capital Accord 1988 requirements.
As at 31 December 2009 the amounts drawn by the Group
under bond programs and loan facilities amounted to KZT
2,504,986 million (31 December 2008: KZT 1,891,092 million). In accordance with the contractual terms of these bond
programs and loan facilities, the Bank is required to maintain
certain financial ratios, particularly with regard to its liquidity,
capital adequacy and lending exposures. Furthermore, the
Bank is required to maintain a certain level of credit rating
from major international rating agencies.
As at 31 December 2009 and 2008 the Bank was in breach
of capital adequacy and lending exposure covenants on syndicated loans, bond programs and certain other facilities. In
addition, in April 2009, the credit ratings of the Bank from
major international rating agencies have been decreased to
default levels. Accordingly, certain credit facilities are in default and have become callable by the lenders. The Bank’s
default under these covenants resulted in accelerations and
cross-defaults under the terms of the respective agreements.
In April 2009 the Bank suspended its payments on principal
and in July on interest payments. The Group, with the support
of the Controlling shareholder is in the process of restructuring
its debts. After the debt restructuring, the controlling shareholder has committed to provide to the Bank sufficient funds to
enable the Bank to both repay interest and principal in accordance with restructured maturities and to continue the Bank’s
operations.
Starting from February 2009, the controlling shareholder
and the management of the Bank have been executing several initiatives aimed at improving liquidity and enabling the
Group to continue its operations including, but not limited, to
the following:
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(a) In March 2009, the controlling shareholder purchased
the Bank’s bonds totaling KZT 645 billion;
(b) In 2009, significant funds were placed on current accounts with the Group by entities owned by the controlling shareholder;
(c) the Bank is an active participant of governmental programs. Under governmental anti-crisis programs the
Group received KZT 40 billion to refinance mortgage
loans and KZT 22 billion to finance medium and small
size entities. Furthermore the Bank is a key financial
institution for realization of stabilization and support of
a real sector of the economy;
(d) On 21 September 2009 the Bank signed a Memorandum of Understanding with the Creditors’ Steering
Committee on debt restructuring;
(e) On 16 October 2009 the ruling of the specialized financial court of Almaty city concerning the restructuring of
the Bank came into the legal force. In accordance with
the law of the Republic of Kazakhstan “On banks and
bank activities” the decision on Bank restructuring was
recognized as reasonable and competent in meeting
all legislation requirements.
The Bank was prescribed to present to and approve
with Creditors the restructuring plan which would be
considered satisfactory for all creditors on restructuring of the Bank’s debt. The aim of restructuring was
also to satisfy FMSA regulative requirements on capital adequacy at the moment of restructuring and fair
offset of debt to creditors of the Bank;
(f) On 7 December 2009 the Bank signed with its creditors
a commercial term sheet on debt restructuring (“Term
sheet”). According to the Term sheet the Group’s external debt amounting to US Dollar 11.6 billion will be
settled by cash of US Dollar 1 billion, new senior debt
of US Dollar 3,067 million, new subordinated debt of
US Dollar 797 million and revolving committed trade
finance facility of US Dollar 700 million as well as recovery notes, which provide the holders with 50% of
the qualified bad assets, which the Bank recovers in
the future. As a result of the restructuring it is expected
that the Group’s regulatory capital will be increased to
comply with FMSA requirements;
(g) In December 2009 restructuring proceedings that have
been commenced in respect of the Bank before the
Specialised Financial Court in Almaty have been recognized in Great Britain as a main foreign proceeding.
This recognition was granted by order of the High Court
of Justice of England and Wales on 18 December 2009.
Because of the negative events described above there is a
material uncertainty which may cast significant doubt about
the Bank’s ability to continue as a going concern. Therefore,
the Bank may be unable to realize its assets and discharge
its liabilities in the normal course of business. These consolidated financial statements of the Group have been prepared
on a going concern basis that contemplates the realization
of restructuring of its long-term debt and continued adequate
support from the controlling shareholder of the Bank.
The consolidated financial statements do not include any
adjustments relating to the recoverability and classification
of recorded assets and classification of liabilities that might
be necessary if the restructuring of debt is unsuccessful and
adequate additional resources are not available and/or the
Bank is unable to continue as a going concern.
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Note 3. Basis of Preparation (in part)
Statement of Compliance
These consolidated financial statements have been prepared
in accordance with International Financial Reporting Standards (“IFRS”).

Offsetting
1.72

Givaudan SA (Dec 2009)
NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS
Note 2. Summary of Significant Accounting Policies
(in part)
2.8 Employee Benefit Costs (in part)
Pension Obligations
Where a plan is unfunded, a liability is recognised in the statement of financial position. A portion, representing 10% of the
present value of the defined benefit obligation, of the differences between assumptions and actual experiences, as well
as the effects of changes in actuarial assumptions are recognised over the estimated average remaining working lives of
employees. Past service costs are amortised over the average period until the benefits become vested. Pension assets
and liabilities in different defined benefit schemes are not offset unless the Group has a legally enforceable right to use
the surplus in one plan to settle obligations in the other plan.
2.10 Taxation (in part)
Current tax assets and liabilities are offset and deferred income tax assets and liabilities are offset when the income
taxes are levied by the same taxation authority and when
there is a legally enforceable right to offset them. Current and
deferred tax are recognised as an expense or income in the
income statement, except when they relate to items that are
recognised outside the income statement, in which case the
tax is also recognised outside the income statement.

Change in Presentation
1.73

Aviva plc (Dec 2009)
NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (in part)
Note 2. Presentation Changes
(a) Changes to presentation
(i) The Group has adopted IAS 1 (Revised), Presentation of Financial Statements, as of 1 January 2009.

35

The principal impact of this has been in the following
areas:
(a) The titles of some of the prime statements have
changed, so that the consolidated statement
of recognised gains and losses is now called
the consolidated statement of comprehensive income; the reconciliation of movements in consolidated shareholders’ equity is now called the
consolidated statement of changes in equity; the
consolidated balance sheet is renamed the consolidated statement of financial position; and the
consolidated cash flow statement is renamed the
consolidated statement of cash flows.
(b) The standard requires the income tax effect of
each component of comprehensive income to be
disclosed. This information is given in note 13.
(c) Changes in the year in each element of equity
must now be shown on the face of the consolidated statement of changes in equity, rather than
in the notes.
(d) The standard requires entities to present a comparative consolidated statement of financial position as at the beginning of the earliest comparative period when the entity has applied an
accounting policy retrospectively, makes a retrospective restatement or reclassifies items in the
financial statements. As we have restated certain prior year figures, explained in section (b) below, we have presented three consolidated statements of financial position and supporting notes
in these financial statements.
(ii) The Group has also adopted Amendments to IFRS 7,
Improving Disclosures about Financial Instruments,
as of 1 January 2009. The principal impact of these
amendments is to require the following additional
disclosures:
(a) An analysis of financial assets and liabilities carried at fair value using a fair value hierarchy that
reflects the significance of inputs used in making
the fair value measurements.
(b) An analysis of transfers of financial assets and
liabilities between different levels of the fair value
hierarchy.
(c) A reconciliation from beginning to end of period
of financial assets and liabilities whose fair value
is based on unobservable inputs.
(d) An enhanced discussion and analysis of liquidity risk, including a maturity analysis of financial
assets held for managing liquidity risk, if that information is necessary to enable users of its financial statements to evaluate the nature and
extent of liquidity risk.
Comparative information for the disclosures required
by the IFRS 7 amendments is not needed in the first
year of application. However, the Group has provided
comparatives for the analysis of financial assets according to a fair value hierarchy, which we had previously reported.
(iii) As explained in note 3(c), the Group completed the
Initial Public Offering (IPO) of its subsidiary, Delta
Lloyd NV (Delta Lloyd), in November 2009. Although
the Group has remained the majority shareholder
after the IPO, Delta Lloyd is now managed separately from our other European operations, reflecting
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the change in shareholder base. For this reason, the
segmental information given in note 4(a) has been
modified to show Delta Lloyd and the Aviva Europe
operations separately, with comparatives analysed in
the same way for consistency.
(b) Restatement of prior year figures
(i) During 2009, the Group undertook a review of our accounting policy for cash and cash equivalents. Previously, we defined these as normally having a maturity
of three months or less from date of acquisition. To
avoid ambiguity, our accounting policy has been refined to impose a cut-off date of exactly three months,
allowing us to delete `normally’ from the policy wording. This refinement of policy has resulted in a reclassification of certain short-dated instruments between
cash and cash equivalents and financial investments.
The impact of this refinement has been to increase financial investments and reduce cash and
cash equivalents in 2008 by £538 million (2007: £430
million) compared to the amounts previously stated.
As a consequence of this, cash flows from operating activities in 2008 have decreased by £58 million,
with the effect of exchange rate movements accounting for the remaining £50 million.
(ii) During 2009, the Group’s Dutch subsidiary, Delta
Lloyd, carried out a review of the way it had been applying IAS 19, Employee Benefits, in its own financial
statements where the corridor method of smoothing
actuarial gains and losses in its pension schemes
is followed; in accounting for its self-insured pension
obligations and intercompany eliminations; and in its
reporting to Group where the corridor accounting is
reversed. The review concluded that errors had been
made locally in applying IAS 19 on the transition to
IFRS and in subsequent years, such that gains on
certain assets had been reported in provisions, to be
released over time, rather than through other comprehensive income. The impact of correcting these
errors is to reduce other liabilities by £129 million as

at 1 January 2008, increase deferred tax liabilities
by £33 million and increase retained earnings at that
date by £96 million.

Reclassifications and Restatements
1.74

Barclays plc (Dec 2009)
NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (in part)
Note 51. Reclassification of Financial Assets
Held for Trading
On 25th November 2009 the Group reclassified certain financial assets, originally classified as held for trading that were
deemed to be no longer held for trading purposes, and thus
considered as loans and receivables. The reclassified assets
comprised Collateralised Loan Obligations (CLOs) against
which the Group held credit protection with monoline counterparties rated below investment grade.
As at the 25th November, the assets had a carrying value of
£8,027m. The effective interest rates on these assets ranged
from 0.50% to 2.99% with undiscounted interest and principal
cash flows of £8,769m.
In the period prior to reclassification, £1,500m of fair value
gains were recognised in the consolidated income statement.
Since the 25th November, paydowns and maturities of £26m
along with foreign exchange movements on the assets and
accrued interest resulted in a carrying value as at 31st December 2009 of £8,099m.
The carrying value of the securities reclassified during 2008
into loans and receivables has decreased from £3,986m to
£1,279m primarily as a result of paydowns and maturities
of the underlying securities of £2,733m. No impairment has
been identified on these securities.
The following table provides a summary of the assets reclassified from held for trading to loans and advances.
As at 31st December 2009
Carrying Value
Fair Value
£m
£m

Trading assets reclassified to loans and receivables
Reclassification 25th November 2009
Reclassification 16th December 2008
Total financial assets reclassified to loans and receivables

8,099
1,279
9,378

7,994
1,335
9,329

As at 31st December 2008
Carrying Value
Fair Value
£m
£m
—
3,986
3,986

—
3,984
3,984

If the reclassifications had not been made, the Group’s income
statement for 2009 would have included net losses on the
reclassified trading assets of £49m (2008: £2m).
After reclassification, the reclassified financial assets contributed £192m (2008: £4m) to interest income.
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Capital Disclosures
1.75

Siemens Aktiengesellschaft (Sep 2009)
NOTES TO CONSOLIDATED FINANCIAL
STATEMENTS (in part)
(In millions of €, except where otherwise stated and per share
amounts)

Note 27. Equity
Common Stock
Siemens common stock is composed of no par value shares
with a notional value of €3.00 per share. Each share of common stock is entitled to one vote.
The following table provides a summary of outstanding capital and the changes in authorized and conditional capital for
fiscal years 2009, 2008 and 2007:

As of September 30, 2006
Conversion 1.375% 2003/2010 EUR
convertible notes
Stock options (see Note 34)
Employee share purchase program
(see Note 34)
As of September 30, 2007
Share-based payments (see Note 34)
As of September 30, 2008
Expired capital
Newly approved capital
Share-based payments (see Note 34)
As of September 30, 2009
(1)

Common Stock
(Authorized and Issued)
In Thousands
In Thousand
of €
Shares
2,673,262
891,087
31,038
34,440

10,346
11,480

Authorized Capital
(Not Issued)
In Thousands
In Thousand
of €
Shares
675,000
225,000
—
—

—
—

Conditional Capital
(Not Issued)
In Thousands
In Thousand
of €
Shares
925,481
308,494
(31,038)
(34,440)

(10,346)
(11,480)

3,870

1,290

(3,870)

(1,290)

—

—

2,742,610

914,203

671,130

223,710

860,002(1)

286,667(1)

—

—

—

—

—

—

2,742,610

914,203

671,130

223,710

860,002(1)

286,667(1)

—
—
—

—
—
—

(600,000)
520,800
—

(200,000)
173,600
—

(702,485)
600,000
—

(234,161)
200,000
—

2,742,610

914,203

591,930

197,310

757,517(1)

252,506(1)

Due to rounding, amounts presented may not add up precisely.

Authorized Capital (Not Issued)
The Company’s shareholders authorized the Managing
Board, with the approval of the Supervisory Board, to increase
capital stock through the issuance of no par value shares
registered in the names of the holders and to determine the
further content of the rights embodied in the shares and the
terms and conditions of the share issue as follows:
a) Authorized Capital 2009 by up to €520.8 through the
issuance of up to 173.6 million shares in exchange
for contributions in cash and/or in kind (Authorized
Capital 2009) until January 26, 2014. It replaced
Authorized Capital 2004—see c).
b) Authorized Capital 2006 by up to €75 through issuing up
to 25 million shares for contributions in cash. The authorization was granted on January 26, 2006 and expires
on January 25, 2011. As of September 30, 2009, €71.1
representing 23.71 million shares are still available for
issuance.

c) Authorized Capital 2004 by up to €600 through issuing
up to 200 million new shares for contributions in cash
and/or kind. The authorization was granted on January
22, 2004 and expired on January 21, 2009.
Regarding Authorized Capital 2009 and 2004, with the approval of the Supervisory Board, the Managing Board can exclude shareholders’ pre-emptive rights for capital increases in
the form of contributions in kind and in certain pre-stipulated
circumstances for contributions in cash.
In accordance with Authorized Capital 2006 and Authorized
Capital 2004, new shares can be issued solely to employees of Siemens AG and its subsidiaries (provided these subsidiaries are not listed companies themselves and do not have
their own employee stock schemes). Pre-emptive rights of existing shareholders are excluded.
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Conditional Capital (Not Issued)
Conditional Capital is provided for the purpose of a) issuing
convertible bonds, b) accommodating the exercise of stock
option plans and c) settling claims of former Siemens Nixdorf
Informationssysteme AG (SNI AG) shareholders.
a) Conditional Capital to issue bonds in an aggregate principal amount of up to €15 billion with conversion rights
or with warrants entitling the holders to subscribe to up
to 200 million new shares of Siemens AG with no par
value, representing up to €600 of capital stock (Conditional capital 2009). The authorization will expire on
January 26, 2014.
b) Conditional Capital to service the 2001 and 1999
Siemens Stock Option Plans amounts to €157, representing 52.32 million shares of Siemens AG as of
September 30, 2009 and 2008. Of the €157 Conditional capital, €147, representing 49 million shares, is
reserved to solely service the 2001 Siemens Stock Option Plan and €10, representing 3.32 million shares, services both the 2001 and 1999 Siemens Stock Option
Plans.
c) Conditional Capital provided to issue shares to settle
claims offered to former SNI AG shareholders who had
not tendered their SNI AG share certificates amounts to
€0.6, representing 189 thousand shares as of September 30, 2009, 2008 and 2007. Such rights to claim
Siemens shares expired in 2007 and no further shares
are to be issued.
d) Conditional Capital 2004 expired on January 21, 2009.
It was provided to service the issuance of bonds with
conversion rights or warrants and amounted to €702
representing 234.2 million shares of Siemens AG as
of September 30, 2008. The Company’s shareholders
authorized the Managing Board in fiscal 2004, to issue bonds in an aggregate principal amount of up to
€11,250 with conversion rights (convertible bonds) or
with warrants.
Treasury Stock
The Company is authorized by its shareholders to acquire up
to 91,420,342 Siemens shares. The resolution was adopted
on January 27, 2009 and is valid until July 26, 2010. It took
effect on March 1, 2009, superseding the prior authorization
dating January 24, 2008 with effect on March 1, 2008. According to the current resolution, repurchased shares may be
(i) sold via a stock exchange or through a public sales offer
made to all shareholders; (ii) retired, (iii) used to meet the
obligations under the 2001 Siemens Stock Option Plan (iv)
offered for purchase to individuals currently or formerly employed by the Company or any of its subsidiaries or granted
and transferred to such individuals with a holding period of at
least two years; (v) offered and transferred with the approval of
the Supervisory Board to third parties against contributions in
kind, particularly in connection with business combinations or
the acquisition of companies or interests therein; (vi) sold with
the approval of the Supervisory Board to third parties against
payment in cash if the price (excluding incidental transaction costs) at which such Siemens shares are to be sold is
not significantly lower than the market price of the Siemens
stock on the trading day, as determined during the opening
auction of the Xetra trading platform (or a comparable successor system); or (vii) used to service conversion or option
rights granted by the Company or any of its subsidiaries. In
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addition, the Supervisory Board is authorized to offer repurchased shares to the members of the Managing Board of the
Company for purchase as stock-based compensation under
the same terms and conditions as those offered to employees of the Company or to grant and transfer such shares to
members of the Managing Board with a holding period of at
least two years.
Additionally, a resolution is in effect that authorizes the
Company to repurchase its own shares by using equity derivatives, such as put and call options and a combination of put
and call options. The term of such options must be chosen
in a way that any repurchase of the Company’s own shares
upon the exercise of the option will take place no later than
July 26, 2010.
In November 2007, the Company announced a share buy
back program. Under the program, the Company expects to
conduct share repurchases with a total volume of up to €10
billion by 2010 for the purpose of cancellation and reduction of
capital stock and, to a lesser extent, to fulfill obligations arising
out of stock based compensation programs. As of September
30, 2009, 56,201,421 Treasury shares amounting to €4,350
have been repurchased.
In fiscal 2009, 189 shares were re-deposited to the Company’s Treasury Stock and 4,868,193 of Treasury Shares were
re-issued in connection with share-based payment plans. As
of September 30, 2009, 47,777,661 shares remained in treasury with a carrying amount of €3,632.
In fiscal 2008, the Company repurchased a total of
56,201,421 shares at an average price of €77.41 per share.
In fiscal 2008, a total of 3,556,139 shares of treasury stock
were sold. Thereof, 2,829,239 shares were issued to sharebased compensation plan participants to accommodate the
exercise of stock options and 720,292 shares were issued to
employees under the employee share purchase program with
compensation character (see Note 34 for additional information). As of September 30, 2008, 52,645,665 shares remained
in treasury with a carrying amount of €4,002.
In fiscal 2007, the Company repurchased a total of
1,306,476 shares, including the 1,290,000 shares relating to
the capital increase from Authorized Capital 2006, at an average price of €77.00 per share. In fiscal 2007, a total of
1,306,508 shares of Treasury Stock were issued. Thereof,
1,294,159 shares were issued to employees under the employee share purchase program with compensation character (see Note 34) and 12,349 shares of Treasury Stock were
transferred primarily as settlement to former SNI AG stockholders. As of September 30, 2007, 383 shares of stock remained in treasury with a carrying amount of €29 thousand.
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Other Components of Equity
The changes in the other components of equity are as follows:
Year Ended
September 30, 2009
Pretax
Tax Effect
Unrealized holding gains (losses) on
available-for-sale financial assets
Reclassification adjustments for (gains)
losses included in net income
Net unrealized gains (losses) on
available-for-sale financial assets
Unrealized gains (losses) on derivative
financial instruments
Reclassification adjustments for (gains)
losses included in net income
Net unrealized gains (losses) on derivative
financial instruments
Foreign-currency translation differences

Net

Year Ended
September 30, 2008
Pretax
Tax Effect

Net

Year Ended
September 30, 2007
Pretax
Tax Effect
Net

46

(8)

38

(135)

10

(125)

29

—

29

44

(10)

34

1

2

3

1

—

1

90

(18)

72

(134)

12

(122)

30

—

30

335

(101)

234

(124)

33

(91)

226

(65)

161

138

(43)

95

(212)

66

(146)

(89)

28

(61)

473
(505)
58

(144)
—
(162)

329
(505)
(104)

(336)
(314)
(784)

99
—
111

(237)
(314)
(673)

137
(566)
(399)

(37)
—
(37)

100
(566)
(436)

Miscellaneous
Under the German Stock Corporation Act (Aktiengesetz), the
amount of dividends available for distribution to shareholders
is based upon the earnings of Siemens AG as reported in
its statutory financial statements determined in accordance
with the German Commercial Code (Handelsgesetzbuch. In
fiscal 2009, Siemens AG management distributed an ordinary
dividend of €1,380 (€1.60 per share) of the fiscal 2008 earnings to its shareholders. In fiscal 2008 and 2007, Siemens AG
management distributed €1,462 (€1.60 per share) of the fiscal 2007 earnings and €1,292 (€1.45 per share) of the fiscal
2006 earnings, respectively, to its shareholders.
The Managing Board proposed a dividend of €1.60 per
share of the fiscal 2009 Siemens AG earnings, in total representing approximately €1,388 in expected payments. Payment of the proposed dividend is contingent upon approval
by the shareholders at the Annual Shareholders’ Meeting on
January 26, 2010.

Note 28. Additional Capital Disclosures
As of September 30, 2009 and 2008, our capital structure was
as follows:
September 30
Total equity attributable to shareholders of Siemens AG
As percentage of total capital
Short-term debt
Long-term debt
Total debt
As percentage of total capital
Total capital (total debt, as stated above, and total equity)

2009
26,646
58%
698
18,940
19,638
42%
46,284

2008
26,774
62%
1,819
14,260
16,079
38%
42,853

% Change
(0.5)%

22 %
8%
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In fiscal 2009, total equity attributable to shareholders of
Siemens AG decreased by 0.5 percent compared to fiscal
2008. Total debt increased by 22 percent during the last fiscal year primarily due to the issuance of Euro medium-term
notes with a carrying amount of €3.98 billion as of September 30, 2009 partly offset by repaying the €0.5 billion floating
rate extendible note and U.S.$750 million floating rate notes
with a carrying amount of €524. This resulted in a decrease
in total equity as a percentage of total capital to 58 percent
compared to 62 percent in fiscal 2008. This also resulted in
an increase in Total debt as a percentage of Total capital of
42 percent in fiscal 2009 from 38 percent in the prior year.
Commitments exist to sell or otherwise issue common
shares in connection with established share-based compensation plans. In fiscal 2009, commitments for share-based
compensation were fulfilled through treasury shares, which
is intended to continue in fiscal 2010. For additional information with respect to share-based compensation and treasury
shares, see Note 34.

As part of our Fit42010 program, we decided to improve our
capital structure. A key consideration is to maintain ready access to capital markets through various debt products and to
preserve our ability to repay and service our debt obligations
over time. We therefore set a capital structure goal defined
as Adjusted industrial net debt, divided by Earnings before
interest, taxes, depreciation and amortization (EBITDA) as
adjusted. The calculation of Adjusted industrial net debt is
set forth in the table below. Adjusted EBITDA is calculated
as EBIT (adjusted) before amortization (defined as amortization and impairments of intangible assets other than goodwill) and depreciation and impairments of property, plant and
equipment and goodwill. Adjusted EBIT is income from continuing operations before income taxes less financial income
(expense), net and income (loss) from investments accounted
for using the equity method, net.
The target range for our capital structure ratio is 0.8–1.0. As
a step toward achieving this target range, we implemented our
share buyback plan for up to €10 billion in share repurchases
through 2010—see Note 27. In fiscal 2009, no shares were
re-purchased under this program.
September 30

Short term debt
Plus: long term debt
Less: cash and cash equivalents
Less: current available for sale financial assets
Net debt
Less: SFS debt excl. internally purchased receivables
Plus: funded status pension plan
Plus: funded status other post employment benefits
Plus: credit guarantees
Less: approx. 50% nominal amount hybrid bond
Less: fair value hedge accounting adjustment(1)
Adjusted industrial net debt
(1)

2009
698
18,940
(10,159)
(170)
9,309

2008
1,819
14,260
(6,893)
(152)
9,034

(9,521)
4,015
646
313
(862)
(1,027)
2,873

(9,359)
2,460
650
480
(901)
(180)
2,184

Fair value hedge accounting adjustments have been included since fiscal 2009; prior year amounts were adjusted accordingly.

A key factor in maintaining a strong financial profile is our
credit rating which is affected by capital structure, profitability,
ability to generate cash flow, geographic and product diversification as well as our competitive market position, among other
factors. Our current corporate credit ratings from Moody’s Investors Service and Standard & Poor’s are noted below:

Long-term debt
Short-term debt

September 30, 2009
Moody’s Investors
Service
Standard & Poor’s
A1
A+
P-1
A-1

September 30, 2008
Moody’s Investors
Service
Standard & Poor’s
A1
AA−
P-1
A-1+

In fiscal 2009, Moody’s Investors Service made no rating
changes. Moody’s applied a long term credit rating of “A1,”
outlook stable, on November 9, 2007. The rating classification A is the third highest rating within the agency’s debt ratings category. The numerical modifier 1 indicates that our
long-term debt ranks in the higher end of the A category. The
Moody’s rating outlook is an opinion regarding the likely direction of an issuer’s rating over the medium-term. Rating outlooks fall into the following six categories: positive, negative,
stable, developing, ratings under review and no outlook.
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Moody’s Investors Service’s rating for our short-term corporate credit and commercial paper is P-1, the highest available
rating in the prime rating system, which assesses issuers’
ability to honor senior financial obligations and contracts. It
applies to senior unsecured obligations with an original maturity of less than one year.
In addition, Moody’s Investors Service published a credit
opinion for us. The most recent credit opinion as of June 10,
2009 classified the liquidity profile as “very healthy.”
On June 5, 2009, Standard & Poor’s downgraded our corporate long-term credit rating from AA—to A+. At the same
time Standard & Poor’s revised its outlook from “negative”
to “stable” and announced that the rating action followed
weaker cash flows and a rising pension deficit. Within Standard & Poor’s ratings definitions an obligation rated “A” has
the third highest long-term rating category. The modifier “+”
indicates that our long-term debt ranks in the upper end of
the A category. The Standard & Poor’s rating outlook assesses the potential direction of a long-term credit rating over
the medium-term. Rating outlooks fall into the following four
categories: “positive,” “negative,” “stable” and “developing.”
Furthermore, Standard & Poor’s downgraded our corporate
short-term credit rating from “A—1+” to “A—1.” This is the
second highest short-term rating within the S&P rating scale.

Capital Disclosures—Regulatory Capital
1.76

Barclays plc (Dec 2009)
NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (in part)

pervision (the Basel Committee) and implemented in the UK
via European Union Directives.
Under Basel II, effective from 1st January 2008, the Group
has approval by the FSA to use the advanced approaches
to credit and operational risk management. Pillar 1 capital
requirements are generated using the Group’s risk models.
Under Pillar 2 of Basel II, the Group is subject to an overall regulatory capital requirement based on individual capital
guidance (‘ICG’) received from the FSA. The ICG imposes
additional capital requirements in excess of Pillar 1 minimum
capital.
Outside the UK, the Group has operations (and main regulators) located in continental Europe, in particular France,
Germany, Spain, Portugal and Italy (local central banks and
other regulatory authorities); Asia Pacific (various regulatory
authorities including the Hong Kong Monetary Authority, the
Japanese FSA and the Monetary Authority of Singapore);
Africa, where the Group’s operations are headquartered in
Johannesburg, South Africa (The South African Reserve
Bank and the Financial Services Board (FSB)) and the United
States of America (the Board of Governors of the Federal
Reserve System (FRB) and the Securities and Exchange
Commission).
The Group manages its capital resources to ensure that
those Group entities that are subject to local capital adequacy
regulation in individual countries meet their minimum capital
requirements. Local management manages compliance with
subsidiary entity minimum regulatory capital requirements
with reporting to local Asset and Liability Committees and
to Treasury Committee, as required.
Regulatory Capital
The table below provides details of the regulatory capital resources managed by the Group.

Note 52. Capital Management
Barclays operates a centralised capital management model,
considering both regulatory and economic capital. The capital
management strategy is to continue to maximise shareholder
value through optimising both the level and mix of capital resources. Decisions on the allocation of capital resources are
conducted as part of the strategic planning review.
The Group’s capital management objectives are to:
• maintain sufficient capital resources to meet the minimum regulatory capital requirements set by the FSA
and the US Federal Reserve Bank’s requirements that
a financial holding company be well capitalised;
• maintain sufficient capital resources to support the
Group’s risk appetite and economic capital requirements;
• support the Group’s credit rating;
• ensure locally regulated subsidiaries can meet their minimum capital requirements; and
• allocate capital to businesses to support the Group’s
strategic objectives, including optimising returns on economic and regulatory capital.
External Regulatory Capital Requirements
The Group is subject to minimum capital requirements imposed by the Financial Services Authority (FSA), following
guidelines developed by the Basel Committee on Banking Su-

Total qualifying Tier 1 capital
Total qualifying Tier 2 capital
Total deductions
Total net capital resources

Basel II
2009
£m
49,637
14,703
(880)
63,460

Basel II
2008
£m
37,250
22,333
(856)
58,727

Dividends Declared and Not Recognized
as a Liability
1.77

BBA Aviation plc (Dec 2009)
NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (in part)
Note 5. Dividends
On 22 May 2009, the 2008 final dividend of 5.30p per share
(total dividend £21.9 million) was paid to shareholders. The
Company operates a Scrip Dividend Scheme which provides
shareholders with the opportunity to receive their dividends
in the form of new ordinary shares in the Company instead of
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cash. £6.1 million of the 2008 final dividend was taken up in
the form of shares under the Scrip Dividend Scheme. In May
2008, the 2007 final dividend paid was 5.35p per share (total
dividend £22.1 million).
On 6 November 2009, the 2009 interim dividend of 2.30p
per share (total dividend £9.7 million) was paid to shareholders. £3.6 million of the 2009 interim dividend was taken up
in the form of shares under the Scrip Dividend Scheme. In
November 2008, the 2008 interim dividend paid was 2.30p
per share (total dividend £9.5 million).
In respect of the current year, the directors propose that a
final dividend of 5.30p per share will be paid to shareholders on 21 May 2010. This dividend is subject to approval by
shareholders at the Annual General Meeting and in accordance with IAS 10 “Post Balance Sheet Events” has not been
included as a liability in these financial statements. The proposed dividend is payable to all shareholders on the Register
of Members on 5 March 2010. The total estimated dividend
to be paid is £22.4 million.
Accompanying this report is a separate circular setting out
the terms and conditions of the Scrip Dividend Scheme. Mandate forms containing elections to join the Scrip Dividend
Scheme must be received by the Company’s registrar no later
than 22 April 2010 in order to be effective for the 2009 final
dividend.
Dividend payments to minority shareholders during the year
totalled £0.1 million (2008: £0.3 million).

Change in Accounting Policy and Other
Retrospective Adjustments
1.78

1.26.2 Retirement Benefit Fund
The Group early adopted AC 504, The Limit on a Defined
Benefit Asset, Minimum Funding Requirements and their interaction in the South African Pension Fund Environment.
This early adoption resulted in the Group recognising its defined benefit surplus as an asset, retrospectively. AC 504 required the Group to assess whether it had an unconditional
right to the surplus. This right specifically relates to the surplus
once the scheme has run off in the normal course of business. The effective date for AC 504 is financial periods starting on or after 1 April 2009, however the Group elected the
early adoption as this guidance was published before the
Group’s year-end and seeks to clarify an existing accounting
pronouncement.
In addition the Group changed its accounting policy in accordance with the allowed alternative in IAS 19 Employee
Benefits to recognise actuarial gains and losses on the
Group’s defined benefit pension plan. As a result of this
change in accounting policy, any adjustments to the surplus
or deficit by applying the limit to the asset in accordance with
IAS 19 Employee Benefits will also be recognised in other
comprehensive income. This new policy results in more relevant information on the Group’s performance by removing the
volatility from changes in actuarial assumptions and reserves.
1.26.3 Gains and Losses From Financial Instruments
Gains and losses from financial instruments, used as part of
the Group’s interest rate management, have been reclassified
to ‘Net interest income’ from ‘Gains and losses from banking and trading activities,’ in line with the Group’s accounting
policy. This reclassification eliminates mismatches previously
experienced between these two statement of comprehensive
income lines.

ABSA Group Limited (Dec 2009)

1.26.4 Reclassifcation to “Provisions”

NOTES TO CONSOLIDATED FINANCIAL
STATEMENTS (in part)

The provisions (excluding leave pay) which were previously
included in ‘Other liabilities and sundry provisions’ have been
reclassified to ‘Provisions.’

Note 1. Summary of Significant Accounting Policies
(in part)
1.26 Reclassifications and Restatements
Some items within the statement of comprehensive income
and statement of financial position for the years ended 31
December 2008 and 31 December 2007 were reclassified
and restated in the current year:
1.26.1 IFRS 3—Business Combinations Fair
Value Adjustments
The acquisition of the majority interest in Ballito Junction Development (Proprietary) Limited and Ngwenya River Estate
(Proprietary) Limited was accounted for provisionally in the
2008 financial year in accordance with IFRS 3—Business
Combinations.
The Group finalised the fair values of the assets and liabilities on acquisition within the 12 month window period as
allowed by IFRS 3.

IFRS ATT 1.78
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The reclassifications and restatements had the following
impact on the statement of financial position:
31 December 2008
Reclassifications and
Restatements

Assets
Cash, cash balances and balances
with central banks
Statutory liquid asset portfolio
Loans and advances to banks
Trading portfolio assets
Hedging portfolio assets
Other assets
Current tax assets
Non-current assets held for sale
Loans and advances to customers
Reinsurance assets
Investments
Investments in associates and
joint ventures
Goodwill and intangible assets
Investment property
Property and equipment
Deferred tax assets
Total assets
Liabilities
Deposits from banks
Trading portfolio liabilities
Hedging portfolio liabilities
Other liabilities and sundry provisions
Other liabilities
Provisions
Current tax liabilities
Non-current liabilities held for sale
Deposits due to customers
Debt securities in issue
Liabilities under investment contracts
Policyholder liabilities under
insurance contracts
Borrowed funds
Deferred tax liabilities
Total liabilities
Equity
Capital and reserves
Attributable to ordinary equity
holders of the group:
Share capital
Share premium
Other reserves
Retained earnings

Minority interest—ordinary shares
Minority interest—preference shares
Total equity
Total equity and liabilities

31 December 2007
Reclassifications and
Restatements

As
Previously
Reported
Rm

Business
Combination Fair
Value Adjustments
(Refer to Note
1.26.1) Rm

Retirement
Benefit Fund
(Refer to
Note 1.26.2)
Rm

Reclassification
to ‘Provisions’
(Refer to Note
1.26.4) Rm

As
Previously
Reported
Rm

Retirement
Benefit
Fund (Refer
to Note
1.26.2) Rm

Reclassification
to ‘Provisions’
(Refer to Note
1.26.4) Rm

Reclassified
and
Restated
Rm

24,847
33,043
44,662
78,879
3,139
16,397
23
2,495
532,171
903
26,980

(19)
—
—
—
—
93
—
—
(27)
—
—

—
—
—
—
—
435
—
—
—
—
—

—
—
—
—
—
—
—
—
—
—
—

24,828
33,043
44,662
78,879
3,139
16,925
23
2,495
532,144
903
26,980

20,629
22,957
54,025
25,824
725
24,303
185
—
455,958
485
29,792

—
—
—
—
—
105
—
—
—
—
—

—
—
—
—
—
—
—
—
—
—
—

20,629
22,957
54025
25,824
725
24,408
185
—
455,958
485
29,792

2,144
957
667
6,208
243

—
6
(6)
(81)
(2)

—
—
—
—
—

—
—
—
—
—

2,144
963
661
6,127
241

1,004
301
—
4,610
111

—
—
—
—
—

—
—
—
—
—

1,004
301
—
4,610
111

773,758

(36)

435

774,157

640,909

105

—

641,014

54,633
72,737
1,080
14,785
—
—
385
408
382,281
165,900
10,377

—
—
—
—
(58)
—
—
—
—
—
—

—
—
—
—
4
—
—
—
—
—
—

—
—
—
(14,785)
12,672
2,113
—
—
—
—
—

54,633
72,737
1,080
—
12,618
2,113
385
408
382,281
165,900
10,377

58,033
34,919
2,226
12,301
—
—
183
—
310,512
156,424
7,908

—
—
—
18
—
—
—
—
—
—
—

—
—
—
(12,319)
9,953
2,366
—
—
—
—
—

58,033
34,919
2,226
—
9,953
2,366
183
—
310,512
156,424
7,908

3,076
12,296
2,834

—
—
5

—
—
121

—
—
—

3,076
12,296
2,960

3,318
9,949
2,576

—
—
24

—
—
—

3,318
9,949
2,600

720,792

(53)

125

—

720,864

598,349

42

—

598,391

1,354
2,251
3,010
40,665

—
—
—
17

—
—
—
310

—
—
—
—

1,354
2,251
3,010
40,992

1,350
2,292
384
33,549

—
—
—
63

—
—
—
—

1,350
2,292
384
33,612

47,280

17

310

—

47,607

37,575

63

—

37,638

1,042
4,644

—
—

—
—

—
—

1,042
4,644

341
4,644

—
—

—
—

341
4,644

52,966

17

310

—

53,293

42,560

63

—

42,623

773,758

(36)

435

—

774,157

640,909

105

—

641,014

Reclassified
and
Restated
Rm
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Change in Accounting Estimate
1.79

PJSC Novorossiysk Commercial Sea Port
(Dec 2009)
NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (in part)

grams, such as building of a grain terminal and reconstruction
of a container terminal. As a result of the assessment, the
useful life of certain assets was changed.
The change in useful life is treated as a change in accounting estimate and is accounted for prospectively. The financial
effect of the change in useful life, assuming the assets are held
until the end of their estimated useful lives, is an increase in
the consolidated depreciation expense in the financial year
ended 31 December 2008 and for the next 3 years of the
following amounts:

Note 13. Property, Plant and Equipment (in part)
During the year ended 31 December 2008 the Group reassessed the useful life of certain property, plant and equipment due to the completion of significant investment pro-

Amount
64,951
12,408
6,977
1,561
85,897

2008
2009
2010
2011
Total

Correction of an Error
1.80

Telecom Italia S.P.A. (Dec 2009)
CONSOLIDATED STATEMENTS OF FINANCIAL
POSITION AS OF DECEMBER 31, 2009,
DECEMBER 31, 2008 (RESTATED) AND
JANUARY 1, 2008 (RESTATED)—ASSETS
As of
December 31, 2009

As of
December 31, 2008
(Restated)
(Millions of Euros)

As of
January 1, 2008
(Restated)

43,627
6,282
49,909

43,891
6,492
50,383

44,420
6,985
51,405

13,606
1,296
14,902

14,252
1,410
15,662

15,484
1,450
16,934

8
8

435
53

496
57

484
57

8
8
9

1,107
893
1,199
3,687

2,663
694
1,002
4,912

695
866
250
2,352

68,498

70,957

70,691

Note
Non-current assets
Intangible assets
Goodwill
Intangible assets with a finite useful life
Tangible assets
Property, plant and equipment owned
Assets held under finance leases
Other non-current assets
Investments in associates and joint ventures accounted for
using the equity method
Other investments
Securities, financial receivables and other non-current
financial assets
Miscellaneous receivables and other non-current assets
Deferred tax assets
Total non-current assets (A)

5
6
7

(continued)
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Note

As of
December 31, 2009

As of
December 31, 2008
(Restated)
(Millions of Euros)

As of
January 1, 2008
(Restated)

10

408

379

308

11
12
13
14
15
16

7,462
79
39
1,843
1,115
5,504
16,450

8,101
73
39
185
491
5,416
14,684

9,088
101
—
390
377
6,473
16,737

81
1,152
1,233

—
9
9

—
—
—

Total current assets (B)

17,683

14,693

16,737

Total assets (A+B)
Equity
Share capital issued
Less: treasury shares
Share capital
Paid-in capital
Other reserves and retained earnings (accumulated
losses), including profit for the year
Equity attributable to owners of the parent
Non-controlling interests

86,181

85,650

87,428

10,674
(89)
10,585
1,689

10,674
(83)
10,591
1,689

10,674
(69)
10,605
1,689

13,678
25,952
1,168

13,318
25,598
730

13,137
25,431
1,063

27,120

26,328

26,494

19
23
9
24
25

36,752
1,075
160
735
1,084
39,806

36,527
1,212
386
692
1,539
40,356

37,051
1,151
586
903
1,587
41,278

19

6,986

6,267

6,585

26
27

11,019
283
18,288

11,439
1,260
18,966

12,874
197
19,656

Total current liabilities (C)

659
308
967
19,255

—
—
—
18,966

—
—
—
19,656

Total liabilities (D=B+C)

59,061

59,322

60,934

Total equity and liabilities (A+D)

86,181

85,650

87,428

Current assets
Inventories
Trade and miscellaneous receivables and other
current assets
Current income tax receivables
Investments
Securities other than investments
Financial receivables and other current financial assets
Cash and cash equivalents
Current assets sub-total
Discontinued operations/Non-current assets held for sale
—of a financial nature
—of a non-financial nature

17

18

Total equity (A)
Non-current liabilities
Non-current financial liabilities
Employee benefits
Deferred tax liabilities
Provisions
Miscellaneous payables and other non-current liabilities
Total non-current liabilities (B)
Current liabilities
Current financial liabilities
Trade and miscellaneous payables and other
current liabilities
Current income tax payables
Current liabilities sub-total
Liabilities directly associated with discontinued
operations/non-current assets held for sale
—of a financial nature
—of a non-financial nature

17
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SEPARATE CONSOLIDATED INCOME
STATEMENTS FOR THE YEARS ENDED
DECEMBER 31, 2009, 2008 (RESTATED)
AND 2007 (RESTATED)
Year Ended December 31
2007
(Restated)

27,163
282
27,445

2008
(Restated)
(Millions of Euros)
29,000
336
29,336

(11,480)
(3,734)
(1,616)
(15)
515
(5,551)
(59)
(12)
5,493

(13,120)
(4,114)
(1,631)
113
506
(5,676)
35
(12)
5,437

(13,442)
(3,715)
(2,268)
11
524
(5,518)
5
(44)
5,738

67
(51)
2,561
(4,731)
3,339
(1,121)
2,218

64
4
3,748
(6,359)
2,894
(677)
2,217

86
479
2,912
(5,095)
4,120
(1,661)
2,459

(622)
1,596

(39)
2,178

(99)
2,360

1,581
15

2,177
1

2,353
7

Note

2009

Revenues
Other income
Total operating revenues and other income

29
30

Acquisition of goods and services
Employee benefits expenses
Other operating expenses
Changes in inventories
Internally generated assets
Depreciation and amortization
Gains (losses) on disposals of non-current assets
Impairment reversals (losses) on non-current assets
Operating profit

31
32
33

Share of profits (losses) of associates and joint ventures accounted
for using the equity method
Other income (expenses) from investments
Finance income
Finance expenses
Profit before tax from continuing operations
Income tax expense
Profit from continuing operations
Profit (loss) from discontinued operations/non-current
assets held for sale
Profit for the year
Attributable to:
—Owners of the parent
—Non-controlling interests

34
35
36
37

38
39
40
41

17
42

29,802
383
30,185

Year Ended December 31

Basic and Diluted Earnings Per Share (EPS)(∗)
—Ordinary share
—Savings share
Of which:
—From continuing operations
—Ordinary share
—Savings share
—From discontinued operations/non-current assets held for sale
—Ordinary share
—Savings share
(∗)

Basic EPS is equal to Diluted EPS.

IFRS ATT 1.80

2009

2008
(Restated)
(Euros)

2007
(Restated)

0.08
0.09

0.11
0.12

0.12
0.13

0.11
0.12

0.11
0.12

0.12
0.13

(0.03)
(0.03)

—
—

—
—
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CONSOLIDATED STATEMENTS OF
COMPREHENSIVE INCOME FOR THE YEARS
ENDED DECEMBER 31, 2009, 2008 (RESTATED)
AND 2007 (RESTATED)
Year Ended December 31
2009
Profit for the year

(A)

Other components of the statement of comprehensive income:
—Available-for-sale financial assets:
—Profit (loss) from fair value adjustments
—Loss (profit) transferred to the separate consolidated
income statement
—Income tax expense

2,360

(2)

(57)

—
4
18

—
(8)
(10)

(138)
11
(184)

(1,504)

124

(114)

(C)

206
363
(935)

211
(98)
237

468
(96)
258

(D)

964
964

(793)
(793)

291
291

(71)

13

(34)

(E)
(F=B+C+D+E)

—
—
(71
(24

—
—
13
(553

(55)
—
(89)
276

(A+F)

1,572

1,625

2,636

1,321
251

1,786
(161)

2,575
61

—Hedging instruments:
—Profit (loss) from fair value adjustments
—Loss (profit) transferred to the separate consolidated
income statement
—Income tax expense
—Exchange differences on translating foreign operations:
—Profit (loss) on translating foreign operations
—Share of other profits (losses) of associates and joint
ventures accounted for using the equity method:
—Profit (loss)
—Loss (profit) transferred to the separate consolidated
income statement
—Income tax expense

Total profit (loss) for the year
Attributable to:
—Owners of the parent
—Non-controlling interests

2007
(Restated)

14

(B)

Total

1,596

2008
(Restated)
(Millions of Euros)
2,178
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CONSOLIDATED STATEMENTS OF CHANGES IN
EQUITY FOR THE YEARS ENDED DECEMBER 31,
2009, 2008 (RESTATED) AND 2007 (RESTATED)
Changes in Equity in 2007 (Restated)

Balance at
December 31, 2006
Restatement for errors
Balance at
December 31, 2006
(Restated)
Changes in equity in the
year ended
December 31, 2007:
—Dividends approved
—Total comprehensive
income (loss) for the year
—Conversion of bonds
—Changes in the scope of
consolidation
—Other changes
Balance at
December 31, 2007
(Restated)

IFRS ATT 1.80

Other Gains
(Losses) of
Associates
Exchange
and Joint
Differences
Ventures
on
Accounted
Translating
for Using the
Foreign
Equity
Operations
Method
(e)
(f)
(Millions of Euros)

Other
Reserves and
Retained
Earnings
(Accumulated
Losses),
Including Profit
(Loss) for the
Year
(g)

Share
Capital
(a)

Paid-In
Capital
(b)

Fair Value
Adjustments
on Availablefor-Sale
Financial
Assets
(c)

10,605
—

1,689
—

172
—

(54)
—

649
—

37
—

12,920
(396)

26,018
(396)

1,080
—

27,098
(396)

10,605

1,689

172

(54)

649

37

12,524

25,622

1,080

26,702

—

—

—

—

—

—

(2,766)

(2,766)

(74)

(2,840)

—
—

—
—

(184)
—

258
—

237
—

(89)
—

2,353
2

2,575
2

61
—

2,636
2

—
—

—
—

—
—

—
—

—
—

—
—

—
(2)

—
(2)

(2)
(2)

(2)
(4)

10,605

1,689

(12)

204

886

(52)

12,111

25,431

1,063

26,494

Fair Value
Adjustments
on Hedging
Instruments
(d)

Equity Attributable to
Owners of the Parent
(h=a+b+c+d+e+f+g)

Equity
Attributable
to NonControlling
Interests
(i)

Total
Equity
(h+i)
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Changes in Equity in 2008 (Restated)

Balance at
December 31, 2007
Restatement for errors
Changes in accounting
policies (IFRIC 13)
Balance at December 31,
2007 (Restated)
Changes in equity in the
year ended
December 31, 2008:
—Dividends approved
—Total comprehensive
income (loss) for the
year
—Grant of equity
instruments
—Treasury shares
—Changes in the scope of
consolidation
—Other changes
Balance at
December 31, 2008
(Restated)

Other Gains
(Losses) of
Associates
and Joint
Ventures
Accounted
for Using the
Equity
Method
(f)
(Millions of Euros)

Other
Reserves and
Retained
Earnings
(Accumulated
Losses),
Including Profit
(Loss) for the
Year
(g)

Share
Capital
(a)

Paid-In
Capital
(b)

Fair Value
Adjustments
on Availablefor-Sale
Financial
Assets
(c)

10,605
—

1,689
—

(12)
—

204
—

886
—

(52)
—

12,602
(487)

25,922
(487)

1,063
—

26,985
(487)

—

—

—

—

—

—

(4)

(4)

—

(4)

10,605

1,689

(12)

204

886

(52)

12,111

25,431

1,063

26,494

—

—

—

—

—

—

(1,609)

(1,609)

(59)

(1,668)

—

—

(10)

237

(631)

13

2,177

1,786

(161)

1,625

—
(14)

—
—

—
—

—
—

—
—

—
—

1
(13)

1
(27)

—
—

1
(27)

—
—

—
—

—
—

—
—

—
—

—
—

—
16

—
16

(117)
4

(117)
20

10,591

1,689

(22)

441

255

(39)

12,683

25,598

730

26,328

Fair Value
Adjustments
on Hedging
Instruments
(d)

Exchange
Differences
on
Translating
Foreign
Operations
(e)

Equity Attributable to
Owners of the Parent
(h=a+b+c+d+e+f+g)

Equity
Attributable
to NonControlling
Interests
(i)

Total
Equity
(h+i)
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Changes in Equity in 2009

Balance at
December 31, 2008
Restatement for errors
Changes in accounting
policies (IFRIC 13)
Balance at
December 31, 2008
(Restated)
Changes in equity in the
year ended
December 31, 2009:
—Dividends approved
—Changes in ownership
interests in subsidiaries
that do not result in a
loss of control
—Total comprehensive
income (loss) for the
year
—Grant of equity
instruments
—Treasury shares
—Changes in the scope of
consolidation
—Other changes
Balance at
December 31, 2009

IFRS ATT 1.80

Other Gains
Other
(Losses) of
Reserves and
Associates
Retained
and Joint
Earnings
Ventures
(Accumulated
Accounted
Losses),
for Using the
Including Profit
Equity
(Loss) for the
Method
Year
(f)
(g)
(Millions of Euros)

Share
Capital
(a)

Paid-In
Capital
(b)

Fair Value
Adjustments
on Availablefor-Sale
Financial
Assets
(c)

10,591
—

1,689
—

(22)
—

441
—

255
—

(39)
—

13,211
(497)

26,126
(497)

730
—

26,856
(497)

—

—

—

—

—

—

(31)

(31)

—

(31)

10,591

1,689

(22)

441

255

(39)

12,683

25,598

730

26,328

—

—

—

—

—

—

(1,029)

(1,029)

(24)

(1,053)

—

—

—

—

—

—

(110)

(110)

110

—

—

—

18

(935)

728

(71)

1,581

1,321

251

1,572

—
(6)

—
—

—
—

—
—

—
—

—
—

2
(5)

2
(11)

—
—

2
(11)

—
—

—
—

—
—

—
—

—
—

—
—

196
(15)

196
(15)

99
2

295
(13)

10,585

1,689

(4)

(494)

983

(110)

13,303

25,952

1,168

27,120

Fair Value
Adjustments
on Hedging
Instruments
(d)

Exchange
Differences
on
Translating
Foreign
Operations
(e)

Equity Attributable to
Owners of the Parent
(h=a+b+c+d+e+f+g)

Equity
Attributable
to NonControlling
Interests
(i)

Total
Equity
(h+i)
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CONSOLIDATED STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED DECEMBER 31, 2009,
2008 (RESTATED) AND 2007 (RESTATED)

Note
Cash flows from operating activities:
Profit from continuing operations
Adjustments for:
Depreciation and amortization
Impairment losses (reversals) on non-current assets (including investments)
Net change in deferred tax assets and liabilities
Losses (gains) realized on disposals of non-current assets
(including investments)
Share of losses (profits) of associates and joint ventures accounted
for using the equity method
Change in employee benefits
Change in inventories
Change in trade receivables and net amounts due from customers
on construction contracts
Change in trade payables
Net change in current income tax receivables/payables
Net change in miscellaneous receivables/payables and other assets/liabilities
Cash flows from (used in) operating activities (A)
Cash flows from investing activities:
Purchase of intangible assets on an accrual basis
Purchase of tangible assets on an accrual basis
Total purchase of intangible and tangible assets on an accrual basis
Change in amounts due to fixed asset suppliers
Total purchase of intangible and tangible assets on a cash basis
Acquisition of control of subsidiaries or other businesses, net of cash acquired
Acquisitions of other investments
Change in financial receivables and other financial assets
Proceeds from sale that result in a loss of control of subsidiaries or other
businesses, net of cash disposed of
Proceeds from sale/repayments of intangible, tangible and other
non-current assets
Cash flows from (used in) investing activities (B)
Cash flows from financing activities:
Change in current financial liabilities and other
Proceeds from non-current financial liabilities (including current portion)
Repayments of non-current financial liabilities (including current portion)
Proceeds from equity instruments
Consideration paid for equity instruments
Dividends paid
Cash flows from (used in) financing activities (C)
Cash flows from (used in) discontinued operations/non-current assets held
for sale (D)
Aggregate cash flows (E=A+B+C+D)
Net cash and cash equivalents at beginning of the year (F)
Net foreign exchange differences on net cash and cash equivalents (G)
Net cash and cash equivalents at end of the year (H=E+F+G)

6
7

8

17

2009

Year Ended December 31
2008
2007
(Restated)
(Restated)
(Millions of Euros)

2,218

2,217

2,459

5,551
27
(48)

5,676
212
(1,031)

5,518
(34)
935

55

(37)

(467)

(67)
(173)
(30)

(64)
233
(74)

(86)
(214)
(16)

336
(995)
(1,170)
(229)
5,475

737
(588)
1,078
(98)
8,261

113
582
217
(612)
8,395

(2,017)
(2,526)
(4,543)
619
(3,924)
—
(6)
(692)

(2,360)
(2,680)
(5,040)
(419)
(5,459)
—
(6)
(1,756)

(2,120)
(2,911)
(5,031)
329
(4,702)
(636)
(1)
126

(13)

452

3

66
(4,569)

97
(6,672)

1,165
(4,045)

(1,123)
5,563
(4,260)
—
(11)
(1,050)
(881)

1,267
2,317
(4,302)
1
(27)
(1,665)
(2,409)

202
2,622
(5,218)
—
—
(2,831)
(5,225)

61
86
5,226
172
5,484

(41)
(861)
6,204
(117)
5,226

95
(780)
6,960
24
6,204
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CONSOLIDATED STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED DECEMBER 31, 2009,
2008 (RESTATED) AND 2007 (RESTATED)

2009
Additional cash flow information:
Income taxes (paid) received
Interest expense paid
Interest income received
Dividends received
Analysis of net cash and cash equivalents:
Net cash and cash equivalents at beginning of the year:
— Cash and cash equivalents—from continuing operations
— Bank overdrafts repayable on demand—from continuing operations
— Cash and cash equivalents—from discontinued operations/non-current assets held for sale
— Bank overdrafts repayable on demand—from discontinued operations/non-current assets
held for sale
Net cash and cash equivalents at end of the year:
— Cash and cash equivalents—from continuing operations
— Bank overdrafts repayable on demand—from continuing operations
— Cash and cash equivalents—from discontinued operations/non-current assets held for sale
— Bank overdrafts repayable on demand—from discontinued operations/non-current assets
held for sale

NOTES TO CONSOLIDATED FINANCIAL
STATEMENTS (in part)
Note 1: Form, Content and Other General
Information (in part)
Form and Content (in part)
Moreover, as discussed in the Note “Restatement for errors
and changes in accounting policies,” following certain adjustments and provisions for errors—as defined by IAS 8
(Accounting Policies, Changes in Accounting Estimates and
Errors )—made in connection with the “Telecom Italia Sparkle
case” and due to the retrospective application, starting from
January 1, 2009, of IFRIC 13 (Customer Loyalty Programmes)
the comparative data of the corresponding periods of the
years 2008 and 2007 have been appropriately adjusted and
referred to as “restated.” The effects of the adoption of IFRIC
13 are also described in the Note “Accounting Policies.”
Therefore, unless otherwise indicated, all financial data related to the years ended December 31, 2008 and 2007 included in the notes to consolidated financial statements are
“restated.”

Note 2—Accounting Policies (in part)
Correction of Errors
IAS 8 (Accounting Policies, Changes in Accounting Estimates
and Errors) provides for, among other things, the recognition
and disclosure of prior year errors. According to this standard,
errors include the effects of mathematical mistakes, mistakes
in applying accounting policies, oversights or misinterpretations of facts, and fraud.

IFRS ATT 1.80

Year Ended December 31
2008
2007
(Restated)
(Restated)
(Millions of Euros)

(2,301)
(3,250)
1,025
4

(633)
(3,429)
1,256
49

(501)
(3,752)
1,513
59

5,396
(190)
20

6,398
(276)
82

7,235
(259)
30

—
5,226

—
6,204

(46)
6,960

5,504
(101)
81

5,396
(190)
20

6,398
(276)
82

—
5,484

—
5,226

—
6,204

Material errors, with respect to the their size and the circumstances that caused them, shall be corrected retrospectively
in the first set of financial statements authorized for issue after
their discovery by:
• restated the comparative amounts for the prior years
presented in which the error occurred; or
• restated the opening balances of assets, liabilities and
equity for the earliest prior year presented if the error
occurred before the earliest prior year presented.
Retrospective restatement is correcting the recognition, measurement and disclosure of amounts of elements of financial
statements as if a prior year error had never occurred.

Note 3: Restatement as a Result of Errors and
Changes in Accounting Policies
The ongoing criminal investigation involving Telecom Italia
Sparkle, and the Rome court Order issued in relation to this investigation (the “Order”) which was served on Telecom Italia
Sparkle on February 23, 2010—for further details please see
Note “Contingent liabilities, other information, commitments
and guarantees”—alleges that a number of former directors,
former employees and current employees of Telecom Italia
Sparkle committed crimes of cross-border criminal conspiracy, tax evasion, international money-laundering, reinvestment of profits from criminal activities, and registering assets
under false names. The charges of cross-border criminal conspiracy, international money-laundering and reinvestment of
profits from criminal activities are possible offenses that may
entail administrative liability for a corporation under the Legislative Decree No. 231/2001.

P1: PjU
ACPA166-01(B)

AICPA

AICPA-IFRS-ATT.cls

December 20, 2010

17:19

Section 1: General Topics and Related Disclosures

As part of the proceedings, the Rome Judge issued a
seizure order for 298 million euros, corresponding to the alleged unlawful deduction of VAT related to the transactions
under investigation. A hearing was scheduled in chambers
to discuss the request for the appointment of an Administrator for Telecom Italia Sparkle pursuant to Legislative Decree
No. 231/2001. On April 6, 2010, the Preliminary Investigations Judge cancelled this hearing as there were no longer
any grounds to proceed on this matter.
In addition to the amounts seized, Telecom Italia Sparkle,
as detailed in Note “Contingent liabilities, other information,
commitments and guarantees,” provided guarantees for 195
million euros, of which 72 million euros corresponds to the potential seizure of profits generated by the sales transactions
noted above, and 123 million euros corresponds to the difference between the amount already seized and corresponding
to the VAT deducted during tax years 2005, 2006 and 2007
(298 million euros), and the highest amount the company
could potentially owe in settlement of its tax position regarding the use of VAT credits on the basis of one of the possible
settlement procedures with the Italian Tax Authorities.
The sales transactions effected, in the financial years 2005,
2006 and 2007, related to “Premium” telecommunications
services carried over the Telecom Italia Sparkle network and
were conducted with a number of small telecommunications
carriers resident in the European Union (EU).
Internal Investigation—2007
In November 2006, the Rome Judge that issued the Order interviewed a number of Telecom Italia Sparkle officials, directors and employees in connection with the Prosecutor’s investigation of a VAT fraud alleged to have been committed by a
number of Italian telecommunications operators, including the
clients and suppliers identified in the Order. Soon after Telecom Italia became aware of the judicial investigation, in January 2007 Telecom Italia Sparkle on the request of Telecom
Italia, launched an internal investigation into contracts and
commercial relations with these particular clients and suppliers. On completion of the internal investigation, which was undertaken with the assistance of independent tax consultants,
in June 2007 commercial relations with the above-mentioned
parties were terminated. As part of the investigation, and with
the assistance of independent tax consultants, Telecom Italia
assessed its VAT position and particularly the tax paid with
regard to the above-mentioned commercial transactions. The
full extent of the alleged VAT fraud was not detected at the
time, and, as a result, the conclusion of the investigation was
that deduction of VAT on these purchases was appropriate.

53

tained by Telecom Italia Sparkle other than those covered
under the Order, referring in particular to counterparties other
than major telecommunications carriers and other Telecom
Italia Group companies, concentrating on traffic data and associated revenues, costs and payments. The findings of the
internal investigation were presented to the Board of Statutory
Auditors and the Company’s Board of Directors.
Restatement
Drawing upon information available under the Order, along
with data acquired as part of the 2010 internal investigation,
Telecom Italia concluded that a number of transactions in the
financial years 2005, 2006 and 2007 were affected by certain
anomalies such that certain transactions and traffic were without substance and, in addition there were certain anomalies
relating to the destination and routing of some traffic, to such
an extent Telecom Italia now believes that these transactions
resulted in errors as defined under IAS 8.
Therefore, in compliance with IAS 8, and without prejudice
to any rights and remedies available to Telecom Italia Sparkle
under Law 231, Telecom Italia is restating the revenues and
costs recorded in 2005 (not presented herein), 2006 (not presented herein) and 2007 for these transactions as follows:
• 2005–2007: adjustment of revenues and costs for the
transactions identified; the surplus of revenues over
costs has been adjusted and recognized against provisions for risks and charges under “Trade and miscellaneous payables and other current liabilities” in regard
to legal risks and charges connected with this matter;
• 2005–2007: provisions for risks and charges—included
under “Trade and miscellaneous payables and other current liabilities”—for further tax risks and charges (including those related to the documentary investigation
amounting to 12 million euros, of which 11 million euros for improperly deducted VAT and 1 million euros for
penalties);
• 2005–2009: provisions for risks and charges concerning legally-applicable interest associated with the above
provisions, for the year to which they apply (including
those related to the documentary investigation amounting to 2 million euros).
After making these adjustments and provisions, the data for
the 2008 and 2007 financial statements used in comparisons
have been restated. The total amount set aside in provision
for risks and charges, recognized against Equity attributable
to Owners of the Parent, amounts to 487 million euros as at
January 1, 2008, 497 million euros as at December 31, 2008,
and 507 million euros as at December 31, 2009.

Events Subsequent to Receipt of Order
Analyses and information acquired since the Order have provided additional facts for assessment of the events under investigation and the analysis undertaken in the past, adding
previously unknown information which has become available
through investigations undertaken by the Rome Prosecutors,
using their specific powers and faculties.
Internal Investigation—2010
Subsequent to the issue of the Order, independent legal and
accounting advisors were appointed to conduct a documentary investigation into activities between 2005 and 2009. The
advisers’ analysis focused on contracts and relations main-
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The adjustments and provisions made are summarized as
follows:
Year Ended December 31

—Adjustment to revenues and other income
—Adjustment to acquisition of goods and services
—Other operating expenses (provision charges for indirect taxes (VAT)
and fines)
Impact on operating profit
—Finance expenses (provision charges for interest on VAT)
Impact on profit for the year attributable to owners of the parent

2009
Impact on equity attributable to owners of the parent
Trade and miscellaneous payables and other current liabilities
(Provisions for risk and charges)(1)
Impact on total current liabilities
(∗)

(1)

(507)
507
507

2009

2008

—
—

—
—

—
—
(10)
(10)

—
—
(10)
(10)

2007(∗)
2006(∗)
(Millions of Euros)
(168)
(754)
155
707
(70)
(83)
(8)
(91)

487
487

Total

(323)
311

(1,245)
1,173

(77)
(89)
—
(89)

(403)
(475)
(32)
(507)

(256)
(303)
(4)
(307)

As of December 31
2008
2007
(Millions of Euros)
(497)
(487)
497
497

2005(∗)

2006

2005

(396)

(89)

396
396

89
89

Error corrections pertaining to 2007, 2006 and 2005 have been reflected in the accompanying January 1, 2008 consolidated statement of
financial position in accordance with the provisions of IAS 8. The 2006 and 2005 periods are not presented in the accompanying consolidated
financial statements.
The adjustments made do not impact the other statement of financial position line items.

Restated adjusted data are as follows:
Year Ended December 31

Revenues
Total operating revenues and other income

27,163
27,445

2007(∗)
(Millions of Euros)
29,000
29,802
29,336
30,185

Acquisition of goods and services
Other operating expenses
Operating profit

(11,480)
(1,616)
5,493

(13,120)
(1,631)
5,437

(13,442)
(2,268)
5,738

(12,876)
(1,769)
7,269

(12,253)
(1,524)
7,548

(2,170)
1,596
1,581

(2,611)
2,178
2,177

(2,183)
2,360
2,353

(2,191)
2,696
2,707

(2,058)
3,601
3,127

2006

2005

25,622

25,573

2009

Finance income (expenses)
Profit for the year
Attributable to owners of the parent

2009
Equity attributable to owners of the parent
(∗)

25,952

2008

As of December 31
2007
(Millions of Euros)
25,598
25,431
2008

2006(∗)

2005(∗)

29,785
30,358

29,193
29,861

Error corrections pertaining to 2007, 2006 and 2005 have been reflected in the accompanying January 1, 2008 consolidated statement of
financial position in accordance with the provisions of IAS 8. The 2006 and 2005 periods are not presented in the accompanying consolidated
financial statements.
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The following tables reflect the impacts on the prior year’s financial statement line items of the accounting adjustments
for errors—as defined by IAS 8—in connection with the
“Telecom Italia Sparkle case” and the retrospective application of IFRIC 13.

Revenues
Other income
Acquisition of goods and services
Other operating expenses
Operating profit
Finance expenses
Profit before tax from continuing operations
Income tax expense
Profit from continuing operations
Profit (loss) for the year
Attributable to:
(∗)
Owners of the parent
(∗)

Non-controlling interests

Year Ended December 31, 2008
Year Ended December 31, 2007
Impact
Impact
Historical
Errors
IFRIC 13(∗) Restated
Historical
Errors
IFRIC 13(∗) Restated
(Millions of Euros)
29,042
—
(42)
29,000
29,988
(169)
(17)
29,802
336
—
—
336
382
1
—
383
(13,116)
—
(4)
(13,120)
(13,597)
155
—
(13,442)
(1,638)
—
7
(1,631)
(2,207)
(70)
9
(2,268)
5,476
—
(39)
5,437
5,829
(83)
(8)
5,738
(6,349)
(10)
—
(6,359)
(5,087)
(8)
—
(5,095)
2,943
(10)
(39)
2,894
4,219
(91)
(8)
4,120
(689)
—
12
(677)
(1,665)
—
4
(1,661)
2,254
(10)
(27)
2,217
2,554
(91)
(4)
2,459
2,215
(10)
(27)
2,178
2,455
(91)
(4)
2,360
2,214

(10)

(27)

2,177

2,448

(91)

(4)

2,353

1

—

—

1

7

—

—

7

Historical

As of December 31, 2008
Impact
Errors
IFRIC 13(∗) Restated
Historical
(Millions of Euros)
—
15
1,002
247
—
15
70,957
70,688
—
15
85,650
87,425

Deferred tax assets
Total non-current assets
Total assets

987
70,942
85,635

Equity
Other reserves and retained earnings
(accumulated losses), including profit
for the year
Equity attributable to owners of the parent
Non-controlling interests
Total equity

13,846
26,126
730
26,856

(497)
(497)
—
(497)

(31)
(31)
—
(31)

13,318
25,598
730
26,328

Trade and miscellaneous payables and other
current liabilities
Total current liabilities
Total liabilities
Total equity and liabilities

10,896
18,423
58,779
85,635

497
497
497
—

46
46
46
15

11,439
18,966
59,322
85,650

(∗)

As of January 1, 2008
Impact
Errors
IFRIC 13(∗) Restated
—
—
—

3
3
3

250
70,691
87,428

13,628
25,922
1,063
26,985

(487)
(487)
—
(487)

(4)
(4)
—
(4)

13,137
25,431
1,063
26,494

12,380
19,162
60,440
87,425

487
487
487
—

7
7
7
3

12,874
19,656
60,934
87,428

As described in Note “Accounting Policies,” IFRIC 13 was accounted for retrospectively in accordance with IAS 8 and led to the restatement
of the separate consolidated income statement and the consolidated statement of cash flows for the years ended December 31, 2008
and 2007 in addition to the consolidated statement of financial position at December 31, 2008 and at January 1, 2008. Such restatement
is related to the Domestic operating segment only. The application of IFRIC 13 led to: a decrease in revenues mainly in reference to the
deferral of the component relating to customer award credits granted and an increase in acquisition of goods and services correlated to the
redemption of awards and a consequent reduction in the tax charge. In the consolidated statement of financial position, this Interpretation
led to the recognition of higher current liabilities, mainly correlated to the deferral of revenues, the recognition of deferred tax assets and a
consequent reduction in equity.

The adoption of the IFRIC 13 and the accounting adjustments
made to correct the errors—as defined by IAS 8—identified
in connection with the “Telecom Italia Sparkle case” had an
effect on the basic and diluted earnings per share in 2008 and
in 2007 of less than 0.01 euros.
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Commitments and Contingencies

TABLE 1-8: COMMITMENTS AND CONTINGENCIES
2009
Commitments
Business combinations................................................................
Capital expenditures....................................................................
Collaboration and licensing arrangements..................................
Commitments to associates and joint ventures..........................
Commitments to extend credit.....................................................
Commitments to purchase goods and services..........................
Commitments to purchase investments......................................
Compensation agreements.........................................................
Environmental matters.................................................................
Leases..........................................................................................
Pensions and other employee benefits.......................................

9
108
14
19
12
42
9
1
18
140
8

Contingencies
Contractual disputes, including arbitration..................................
Debt obligations...........................................................................
Guarantees..................................................................................
Environmental matters.................................................................
Letters of credit............................................................................
Litigations.....................................................................................
Related to government grants.....................................................
Taxation.......................................................................................
Survey companies with other commitments or contingencies....

9
14
104
18
19
111
5
27
62

Group intends to challenge this assessment and will revert
to the courts if necessary. No provision has been made for
any payment as the Group does not believe that this liability
is probable.
In the course of business, the Group becomes involved in
contract disputes from time-to-time due to the nature of our
activities as a contracting business involved in several longterm projects at any given time. The Group takes provisions
to cover the expected risk of loss to the extent that negative
outcomes are likely and reliable estimates can be made. However, the final outcomes of these contract disputes are subject
to uncertainties as to whether or not they develop into a formal
legal action and therefore the resulting liabilities may exceed
the liability it anticipates.
Furthermore, the Group is involved in legal proceedings
from time to time incidental to the ordinary conduct of our business. Litigation is subject to many uncertainties, and the outcome of individual matters is not predictable with assurance.
It is reasonably possible that the final resolution of any litigation could require the Group to make additional expenditures
in excess of reserves that the Group may establish. In the
ordinary course of business, various claims, suits and complaints have been filed against the Group in addition to the
ones specifically referred to above. Although the final resolution of any such other matters could have a material effect on
operating results for a particular reporting period, the Group
believes that they should not materially affect its consolidated
financial position.

IAS 27, CONSOLIDATED AND
SEPARATE FINANCIAL STATEMENTS

Acergy S.A. (Dec 2009)

SIC 12, CONSOLIDATION—SPECIAL
PURPOSE ENTITIES

NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (in part)

IFRSs Overview and Comparison
to U.S. GAAP

1.81

Note 35. Commitments and Contingent Liabilities
Commitments
These consist of:
• purchase of property, plant and equipment from external
suppliers as at November 30, 2009 for $181.6 million
(2008: $130.0 million).
• purchase of intangible software from external suppliers
as at November 30, 2009 for $12.6 million (2008: nil).
• operating lease commitments as indicated in Note 36
‘Operating lease arrangements.’
• a loan facility to the joint venture Seaway Heavy Lifting
(SHL) of an amount up to $10 million.
Contingent Liabilities
During fiscal year 2009 the Group’s Brazilian business was
audited and formally assessed for ICMS tax (import duty) by
the Brazilian tax authorities (Secretaria Fazenda Estado Rio
de Janeiro). The amount assessed including penalties and
interest amounted to BRL 107.6 million ($61.7 million). The
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IAS 27, Consolidated and Separate Financial Statements, establishes the requirements that an entity should
apply in preparing and presenting consolidated financial
statements for a group of entities under control of a parent.
Consolidated financial statements are those of a group of entities presented as those of a single economic entity. A parent
is an entity with one or more subsidiaries that it controls.

1.83 An entity should also apply IAS 27 in accounting for its

investments in associates and joint ventures when preparing
separate financial statements, regardless of whether separate
statements are required by a regulatory authority or issued
voluntarily. Separate financial statements are those presented
by a parent, an investor in an associate, or an investor in a
jointly controlled entity, in which the investments are accounted for on the basis of a direct equity interest rather than
on the basis of the investees’ reported results and net assets.
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Author’s Note
In November 2009, the IASB issued IFRS 9, Financial
Instruments, which amends IAS 27 and other IFRSs,
and is effective for annual periods beginning on or after January 1, 2013, with early application permitted.
Specifically, IFRS 9 applies when an entity is permitted
and elects to account for its interest in a subsidiary in accordance with IAS 39, Financial Instruments: Recognition and Measurement, and IFRS 9. An entity is also
required to apply IFRS 9 in accounting for any derivatives linked to its interest in a subsidiary, unless the
derivative meets the definition of an equity instrument
in accordance with IAS 32, Financial Instruments: Presentation.
In addition, by the end of 2010, the IASB expects to
finalize two IFRSs related to consolidation that address
enhanced disclosures about consolidated and unconsolidated entities and amendments to IAS 27 to replace the
current definition of control.

Recognition and Measurement
IFRSs
1.84

Unless it meets the criteria for exemption, a parent
should present consolidated financial statements that include
its investments in subsidiaries (controlled entities) in accordance with the requirements of IAS 27. A parent controls
another entity (a subsidiary) when the parent has the power
to govern the financial and operating policies of the subsidiary
so as to obtain benefits from the subsidiary’s activities.

1.85

A parent is only exempt from preparing consolidated
financial statements in accordance with IAS 27 if all of the
following criteria are met:
• The parent is itself a wholly-owned or partially-owned
subsidiary of another entity and other owners, if any,
and all owners, including those not entitled to vote,
have been informed and do not object to the parent not
preparing consolidated financial statements.
• Neither the parent’s debt nor equity instruments are
traded in a public market, whether the public market is
domestic or foreign, an exchange or over-the-counter,
or local or regional.
• The parent has neither filed nor is in the process of filing
its financial statements with a regulatory authority for
the purpose of listing any class of securities in a public
market.
• The ultimate or any intermediate parent of the parent
prepares and issues for public use a complete set of consolidated financial statements in compliance with IFRSs.

1.86

If an entity is exempt from preparing consolidated
financial statements and elects to present separate financial
statements, the entity should prepare the separate statements
in accordance with IAS 27.

1.87

An entity should include all subsidiaries in its consolidated financial statements. In order to determine which
investments it should consider subsidiaries, an entity should
apply the guidance in IAS 27 to determine whether it has
control over another entity. An entity should presume that it
has control when it owns, directly or indirectly, more than
50 percent of the voting power, unless, in exceptional circumstances, it can clearly demonstrate that such ownership
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does not constitute control. However, an entity may still have
control even if such ownership interests are less than 50 percent. IAS 27 requires an entity to assess the substance of the
relationship with the investee to determine whether control
exists. IAS 27 does not permit an entity to exclude an investment from consolidation as a subsidiary for any other reason
except the absence of control.
1.88

IAS 27 provides guidance to an entity with respect
to the consolidation process and requires the entity to eliminate fully any intragroup balances, transactions, income, and
expenses in the consolidation process.

1.89 All financial statements, whether of the parent or sub-

sidiaries, included in the consolidated financial statements
should be prepared as of the same date. When the financial
statements of one or more subsidiaries are prepared as of
a different date than the parent’s reporting date, these subsidiaries should prepare additional financial statements as of
the reporting date of the parent, unless impracticable. When
the financial statements of one or more subsidiaries are not
prepared as of the same date as the parent’s financial statements, the parent should make adjustments for the effects of
significant transactions that occurred between the date of the
subsidiary’s financial statements and its own reporting date.
In any event, IAS 27 does not permit a difference in the reporting dates of a parent and its subsidiaries of more than
three months.
1.90

IAS 27 requires an entity to apply uniform accounting policies for like transactions and other events in similar
circumstances in all financial statements included in the consolidated financial statements. When one or more entities in
the group use different accounting policies in their separate
financial statements, the parent should make adjustments to
conform accounting policies in consolidation.

1.91

A parent should present any noncontrolling interest
(that is, other equity owners of subsidiaries) in the equity
section of the consolidated balance sheet separate from its
own equity accounts.

1.92 A parent accounts for changes in its ownership interest

that do not result in loss of control as equity transactions.
However, if a parent loses control of a subsidiary, it should
account for this event as follows:
a. Derecognize the carrying amounts of the following:
— Subsidiary’s assets, including goodwill, and liabilities as of the date the parent lost control
— Noncontrolling interest, including any components of other comprehensive income
b. Recognize the following when resulting from loss
of control:
— Fair value of consideration received, if any
— Distribution, if any, of the subsidiary’s shares to
owners, in their capacity as owners
— Any retained investment in the former subsidiary
at fair value as of the date it lost control
c. Reclassify to profit or loss or transfer directly
to retained earnings, if required by an IFRS, all
amounts previously recognized in other comprehensive income
d. Recognize as a gain or loss in profit or loss attributable to the parent, any resulting difference
from the required derecognition, recognition, and
reclassification of amounts previously recognized
in other comprehensive income
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1.93

When an entity loses control of a subsidiary and remeasures any retained investment at fair value, it should subsequently account for that retained investment in accordance
with other applicable IFRSs. For example, if the entity retained significant influence, it should account for the investment in accordance with IAS 28, Investments in Associates.

1.94

In any separate (company- or parent-only) financial
statements that it prepares, an entity should account for its
investment in a subsidiary, associate, or jointly controlled
entity either at cost or in accordance with IAS 39. When an
investment is classified as held for sale or discontinued operations, an entity should apply the requirements of IFRS 5,
Non-current Assets Held for Sale and Discontinued Operations. An entity recognizes any dividends declared by these
investees in profit and loss.

1.95 When an entity accounts for its investment in an asso-

ciate or jointly controlled entity in its consolidated financial
statements in accordance with IAS 39 rather than IAS 28 or
IAS 31, Interests in Joint Ventures, it should also apply IAS
39 in its separate financial statements.
1.96 Standing Interpretations Committee (SIC) Interpreta-

tion 12, Consolidation—Special Purpose Entities, requires
an entity to consolidate an other entity that is created for a
narrow and well-defined objective (namely a special purpose
entity), regardless of its form, when the substance of the relationship between the entity and the special purpose entity
indicates that the special purpose entity is controlled by that
entity. SIC 12 refers to situations in IAS 27 that indicate an
entity controls another entity, even when it has less than 50
percent of the voting power. SIC 12 also provides examples
of situations that indicate an entity controls a special purpose entity and, consequently, should consolidate the special
purpose entity in its financial statements.
U.S. GAAP
Author’s Note
In general, FASB ASC includes considerably more
guidance on consolidation than IFRSs. The following discussion only addresses issues directly related
to those addressed in IAS 27 or SIC 12.
In June 2009, FASB issued FASB Statement No. 167,
Amendments to FASB Interpretation No. 46(R), which
changes how a parent determines when it should consolidate an entity that is insufficiently capitalized or is
not controlled through voting (or similar rights). This
statement was incorporated into FASB ASC through
FASB ASU No. 2009-17, Consolidations (Topic 810):
Improvements to Financial Reporting by Enterprises
Involved with Variable Interest Entities. A parent bases
the determination of whether it should consolidate another entity on, among other things, the other entity’s
purpose and design and the parent’s ability to direct
those activities of the other entity that most significantly impact the parent’s economic performance. This
ASU also amends the prior guidance on consolidation
of variable interest entities (VIE) to eliminate the quantitative approach previously required for determining
the primary beneficiary of a VIE. The prior guidance
focused on determining whether the parent absorbs the
majority of the other entity’s expected losses, receives a
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majority of the other entity’s expected residual returns,
or both.
This ASU is effective as of the beginning of an entity’s first annual reporting period after November 15,
2009; for interim periods within that first annual reporting period; and for interim and annual reporting
periods thereafter. Earlier application is prohibited. Because the survey companies used in this edition generally have fiscal years ending on or before December 31, 2009, the commentary comparing IFRSs and
FASB ASC requirements that follows does not reflect
the changes required by this ASU.
1.97 Like IFRSs, FASB ASC 810-10-15-8 considers own-

ership by the reporting entity, directly or indirectly, of more
than 50 percent of the outstanding voting shares of another
entity to be the usual condition indicating that the reporting
entity should consolidate. Also, like IFRSs, this FASB ASC
paragraph indicates that the power to control may also exist
with a lesser percentage of ownership. However, FASB ASC
810, Consolidation, contains considerably more guidance on
consolidation and includes exemptions from consolidation
not included in IAS 27. For example, FASB ASC 810-10-1510 includes the following scope exclusions to consolidation
under this topic:
• A broker-dealer parent within the scope of FASB ASC
940, Financial Services—Broker and Dealers, should
not consolidate a majority-owned subsidiary in which
it has a controlling financial interest if the control is
likely to be temporary.
• An investment company should not consolidate a noninvestment company investee.
FASB ASC 810 requires an entity to consider additional guidance to determine whether consolidation is appropriate for a
research and development arrangement or an entity controlled
by contract.
Author’s Note
“Pending Content” in FASB ASC 810-10-15, effective
as of the beginning of an entity’s annual reporting period that begins after November 15, 2009, includes the
following additional scope exclusions:
• An employer should not consolidate an employee
benefit plan that is subject to the provisions of
FASB ASC 712, Compensation—Nonretirement
Postemployment Benefits, or FASB ASC 715,
Compensation—Retirement Benefits.
• Investments accounted for at fair value in accordance with specialized guidance in FASB ASC 946,
Financial Services—Investment Companies.
• A reporting entity should not consolidate a governmental entity and should not consolidate a financing
entity established by a governmental entity, unless
certain conditions are met.
1.98

FASB ASC 810 also includes more specific and detailed guidance than IFRSs for determining when a VIE (comparable to a special purpose entity in SIC 12) should be consolidated. When applying this guidance, an entity should first
determine whether the entity under consideration is a legal
entity within the scope of the guidance on consolidation of
VIEs, as discussed in FASB ASC 810-10-15-14. The specific design of the legal entity is important for making this
determination.
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1.99 Like IFRSs, it is preferable under FASB ASC that the

subsidiary’s financial statements have the same or nearly the
same fiscal period as the parent. Similar to IFRSs, FASB ASC
810-10-45-12 states that it is usually acceptable to use, for
consolidation purposes, the subsidiary’s financial statements
if the difference in fiscal period is not more than approximately three months. Unlike IFRSs, when a difference in
the fiscal periods exists, FASB ASC does not require adjustments to be made for the effects of significant transactions
that occurred between the dates, although FASB ASC 81010-45-12 requires recognition by disclosure or otherwise to
the effect of the intervening events that materially affect the
financial position or results of operations is necessary. FASB
ASC does not state what qualifies as an otherwise acceptable
means of recognition besides disclosures or adjustments to
reported amounts.
1.100

Like IFRSs, FASB ASC 810-10-45-16 requires the
entity to present any noncontrolling interest within the equity section of the balance sheet separately from the parent’s
equity.

1.101 Like IFRSs, FASB ASC 810-10-40-4 requires an en-

tity to deconsolidate a subsidiary as of the date it ceases to
have a controlling financial interest in the subsidiary. The
process that an entity should follow when it deconsolidates
a subsidiary is similar under both IFRSs and FASB ASC,
except when an entity deconsolidates a subsidiary through
a nonreciprocal transfer to owners (such as a spinoff). Under FASB ASC 810-10-40-5, if a parent deconsolidates a
subsidiary through a nonreciprocal transfer to owners, the
guidance in FASB ASC 845-10 applies. Otherwise, an entity
should recognize a gain or loss in net income measured as
the difference between the following amounts:
a. Carrying amount of the net assets of the former subsidiary, and
b. Sum of the following amounts:
i. Fair value of any consideration received,
ii. Fair value of any retained noncontrolling investment in the former subsidiary at the date the subsidiary is deconsolidated, and
iii. Carrying amount of any noncontrolling interest
in the former subsidiary (including any accumulated other comprehensive income attributable to
the noncontrolling interest) at the date the subsidiary is deconsolidated
Author’s Note
“Pending Content” in FASB ASC 810-10-40-5 amends
(a) by adding “or the carrying amount of the group of
assets” with the corresponding amendment to required
disclosures in FASB ASC 810-10-50-1B.
1.102

Like IFRSs, FASB ASC 810-10-45-11 recognizes
that an entity may need to prepare parent-entity (separate) financial statements, in addition to consolidated financial statements. Unlike IFRSs, this paragraph provides guidance on
how an entity may choose to present these statements (for
example, consolidating financial statements, in which one
column is used for the parent and other columns for particular subsidiaries or groups of subsidiaries, which is an effective
means of presenting the pertinent information).
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Disclosure
IFRSs
1.103 In consolidated financial statements, IAS 27 requires

an entity to disclose the following, when applicable:
• Nature of the relationship between the parent and subsidiary if control exists at less than 50 percent of the
direct or indirect voting power
• Reasons why control does not exist if the parent has
more than 50 percent of the direct or indirect voting
power
• Reasons why the parent and subsidiary have different
reporting dates
• Nature and extent of significant restrictions on the ability to transfer funds to the parent in the form of dividends, loans, or cash advances
• Schedule of effects of changes in ownership interests
that did not result in loss of control
• Gain or loss, if any, recognized in profit or loss when
the entity loses control and a disaggregation of the net
gain or loss into the following amounts:
— portion of gain or loss attributable to recognition of
retained investment at fair value
— line item(s) in statement of comprehensive income
in which the gain or loss is recognized, if not shown
separately on the face of the statement
1.104

IAS 27 requires the separate financial statements of
a parent, venturer in a jointly controlled entity, or an investor
in an associate to include disclosures of the following:
• Statement that the financial statements are separate and
the reasons why separate statements are prepared, if not
by law,
• List of significant investments in subsidiaries, jointly
controlled entities, and associates, including the name;
country of incorporation or residence; proportion of
ownership interest; and, if different, proportion of voting power held, and
• Description of the method used to account for the investments listed under the previous bullet item

1.105 When a parent prepares separate financial statements

because it is exempt from preparing consolidated financial
statements in accordance with IAS 27, it should (a) disclose
the fact that it is exempt and the name and country of domicile
or incorporation of the parent that prepares consolidated financial statements in compliance with IFRSs and (b) address
where such statements may be obtained.
1.106 SIC 12 does not include additional disclosure

requirements.
U.S. GAAP
1.107

FASB ASC 810-10-50-1 requires an entity to disclose the consolidation policy that is being followed. IFRSs
require an entity to disclose whether the financial statements
are consolidated or separate.

1.108

Like IFRSs, FASB ASC 810-10-50-1B requires a
parent to disclose all of the following when a subsidiary is
deconsolidated:
• Amount of any gain or loss recognized in net income,
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• Portion of any gain or loss related to the remeasurement

of any retained investment in the former subsidiary to
its fair value, and
• Line item in which the gain or loss is recognized, unless separately presented on the face of the income
statement.
Unlike IAS 27, FASB ASC 810-10-50-1A requires additional disclosures about less-than-wholly-owned subsidiaries
for each reporting period.
Author’s Note
The IASB work plan for IFRSs includes a project on
consolidation that will result in a replacement of IAS
27. Enhancing disclosures about the interest that noncontrolling interests have in the group’s activities are
part of that project. An exposure draft was issued in
December 2008, and a revised standard is expected in
the fourth quarter of 2010.

“Pending Content” in FASB ASC 810-10-50 extends the
preceding disclosure requirements to derecognition by a parent of a group of assets, in accordance with FASB ASC 81010-40-3A.
1.109

Unlike IFRSs, FASB ASC does not have any specific disclosure requirements for parent-entity-only financial
statements.
Author’s Note
The IASB revised IAS 27 in 2008 at the same time
it revised IFRS 3, Business Combinations. These revisions are effective for annual periods beginning on or
after July 1, 2009, with early application permitted if
the entity also early adopts the revisions to IFRS 3 at
the same time.
Additionally, all survey companies in this edition
have listed securities and have filed with regulatory
authorities and, therefore, are required by IAS 27 to
present consolidated financial statements.

Presentation and Disclosure
Excerpts—Initial Application
1.110

Change in Accounting Policy—Revaluation
of Previously Held Interests
Millicom International Cellular S.A. (Dec 2009)
Author’s Note
Millicom early adopted the revisions to IFRS 3 and IAS 27.
CONSOLIDATED INCOME STATEMENTS FOR
THE YEARS ENDED DECEMBER 31, 2009, 2008
AND 2007 (in part)

Revenues
Cost of sales
Gross profit
Sales and marketing
General and administrative expenses
Other operating expenses
Operating profit
Interest expense
Interest and other financial income
Revaluation of previously held interests
Other non operating (expenses) income, net
Profit from associates
Profit before tax from continuing operations
(i)

Notes
9

9, 10
4
12
17

2009
US$ ’000
3,372,727
(1,202,902)
2,169,825
(647,009)
(606,213)
(65,580)
851,023
(173,475)
11,573
32,319
(32,181)
2,329
691,588

2008 (i)
US$ ’000
3,150,559
(1,114,822)
2,035,737
(657,480)
(498,597
(61,438)
818,222
(135,932)
32,277
—
(52,265)
8,706
671,008

2007 (i)
US$ ’000
2,429,082
(868,842)
1,560,240
(464,343)
(392,286
(72,949)
630,662
(180,771)
55,912
—
9,984
4,400
520,187

Comparative information reclassified as a result of the classification of Millicom’s operations in Asia (Cambodia, Laos and Sri Lanka) and in
Sierra Leone as discontinued operations (see note 6).
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CONSOLIDATED STATEMENTS OF CHANGES IN
EQUITY FOR THE YEARS ENDED DECEMBER 31,
2009, 2008 AND 2007 (CONTINUED)

Number of
Shares
’000
Balance as of
January 1, 2009
Profit for the year
Currency translation
differences
Total comprehensive income
for the year
Transfer to legal reserve
Dividends declared(viii)
Shares issued via the exercise
of share options
Share-based compensation(iii)
Directors’ shares(iii)
Issuance of shares—2006,
2007 and 2009 LTIPs(iii)
Acquisition of non-controlling
interests in Chad(ix)
Balance as of
December 31, 2009
(i)
(ii)
(iii)
(iv)
(v)
(vi)
(vii)
(viii)
(ix)

Share
Capital (i)
US$ ’000

Attributable to Equity Holders
Share
Retained
Premium (i)
Profits (ii)
US$ ’000
US$ ’000

Other
Reserves (iii)
US$ ’000

Total
US$ ’000

Non-controlling
Interests (vi)
US$ ’000

Total
Equity
US$ ’000

108,297
—

162,446
—

480,098
—

1,082,548
850,788

(47,174)
—

1,677,918
850,788

(25,841)
(46,856)

1,652,077
803,932

—

—

—

—

(13,664)

(13,664)

(865)

(14,529)

—
—
—

—
—
—

—
—
—

850,788
(880)
(134,747)

(13,664)
880
—

837,124
—
(134,747)

(47,721)
—
—

789,403
—
(134,747)

139
—
7

208
—
10

3,536
—
358

—
—
—

(888)
9,807
—

2,856
9,807
368

—
—
—

2,856
9,807
368

205

307

13,584

—

(13,891)

—

—

—

—

—

—

(9,523)

—

(9,523)

(111

(9,634)

108,648

162,971

497,576

1,788,186

(64,930)

2,383,803

(73,673)

2,310,130

See note 23.
Includes profit for the year attributable to equity holders, of which $46 million (2008: $31 million; 2007: $20 million) are undistributable to
equity holders.
See notes 24 and 25.
See notes 25 and 26.
Employees purchase of shares under the Matching share award Plans (see note 24).
As at December 31, 2008, non controlling interest was negative as the non-controlling shareholders of Colombia Movil S.A. ESP have a
binding obligation to cover their share of the losses of this entity.
See note 29.
See note 28.
See note 4.

NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (in part)
Note 2. Summary of Consolidation and Accounting
Policies (in part)
2.2 Consolidation (in part)
The consolidated financial statements of the Group are comprised of the financial statements of the Company and its subsidiaries and joint ventures as at 31 December each year. The
financial statements of the subsidiaries and joint ventures are
prepared for the same reporting year as the Company, using
consistent accounting policies.
All intra-group balances, transactions, income and expenses and profits and losses resulting from intra-group transactions are eliminated.
The acquisition method of accounting is used to account
for acquisitions where there is a change in control. The cost
of an acquisition is measured as the fair value of the assets
given, equity instruments issued and liabilities incurred or assumed at the date of exchange, plus costs directly attributable
to the acquisition. Identifiable assets acquired and liabilities

and contingent liabilities assumed in a business combination
are measured initially at their fair values at the acquisition
date, irrespective of the extent of any non-controlling interest. The excess of the cost of acquisition over the fair value
of the Group’s share of the identifiable net assets acquired
is recorded as goodwill. If the cost of acquisition is less than
the fair value of the net assets of the subsidiary acquired, the
difference is recognized directly in the income statement (see
accounting policy for Goodwill).

Note 3. Subsidiaries
Subsidiaries are all entities (including Special Purpose Entities) over which the Group has the power to govern the financial and operating policies generally accompanying a shareholding of more than one half of the voting rights. The existence and effect of potential voting rights that are currently
exercisable or convertible are considered when assessing
whether the Group controls another entity. Subsidiaries are
fully consolidated from the date on which control is transferred to the Group. They are de-consolidated from the date
that control ceases.
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Non-Controlling Interests

Navega.com S.A.

The Group applies a policy of treating transactions with noncontrolling interests as transactions with parties external to
the Group. Disposals to non-controlling interests eventually
result in gains and losses for the group and are recorded in the
income statement. Purchases from non-controlling interests
are recorded in equity if there is no change in control and these
transactions do not result in goodwill or gains and losses.
Any goodwill emerging from an acquisition of non-controlling
interests is recorded within retained earnings.

On March 13, 2009, Millicom’s joint venture in Guatemala
completed the acquisition of the remaining 55% interest in
Navega.com S.A. (“Navega”). Millicom’s share of the acquisition cost of the remaining 55% interest in Navega amounted
to $49 million and Millicom’s share of the cash acquired
amounted to $10 million; net cash used for this acquisition
therefore amounted to $39 million.
Millicom completed the allocation of the purchase price to
the assets acquired, liabilities assumed and contingent liabilities during the year ended December 31, 2009. Millicom’s
share of the fair value of the identifiable assets and liabilities
acquired was as follows:

2.27 Changes in Accounting Policies (in part)
The consolidated financial statements as of December 31,
2009 are prepared in accordance with consolidation and accounting policies consistent with those of the previous financial years, with the exception of the early adoption as of
January 1, 2009 of IFRS 3R, ‘Business combinations,’ and
IAS 27R, ‘Consolidated and separate financial statements.’
The Group early adopted IFRS 3R, ‘Business combinations,’ in 2009 for the step-up acquisition of Navega.com S.A.
(see note 4). Millicom revalued its previously held interests in
Navega.com S.A. at fair value, recognising the resulting gain
in the consolidated income statement.
The revised standard, in general, continues to apply the
acquisition method to business combinations but with some
significant changes compared with IFRS 3. For example, all
payments to purchase a business are recorded at fair value
at the acquisition date, with contingent payments classified
as debt subsequently re-measured through the statement of
comprehensive income. There is a choice on an acquisitionby-acquisition basis to measure the non-controlling interest
in the acquiree either at fair value or at the non-controlling
interest’s proportionate share of the acquiree’s net assets. All
acquisition-related costs should be expensed.
As the Group has early adopted IFRS 3R, it is required
to early adopt IAS 27R, ‘Consolidated and separate financial
statements,’ at the same time. IAS 27R requires the effects of
all transactions with non-controlling interests to be recorded
in equity if there is no change in control and these transactions will no longer result in goodwill or gains and losses. The
standard also specifies the accounting treatment when control is lost. Any remaining interest in the entity is re-measured
to fair value, and a gain or loss is recognized in profit or loss.
IAS 38 (amendment), ‘Intangible Assets’ is applied by the
Group from the date IFRS 3R was adopted. The amendment
to the IAS 38 clarifies guidance in measuring the fair value of
an intangible asset acquired in a business combination and it
permits the grouping of intangible assets as a single asset if
each asset has similar useful economic lives. The amendment
did not result in a material impact on the Group’s consolidated
financial statements.

Note 4. Acquisitions of Subsidiaries, Joint Ventures
and Non-Controlling Interests (in part)
Year Ended December 31, 2009
In 2009, Millicom’s joint venture in Guatemala acquired the
remaining non-controlling interest in Navega.com S.A. and
Millicom acquired the remaining non-controlling interest in its
operation in Chad.
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Fair Value
US$ ’000

Previously Held
Interests
US$ ’000

51,442
34,205
122
3,196
13
16
2,400
10,656
102,050

8,988
18,995
87
1,739
8
7
353
5,070
35,247

Other non-current liabilities(iii)
Current debt and other financing
Trade payables
Accrued interests and other expenses
Current income tax liabilities
Other current liabilities(ii)

3,437
10,953
7,241
557
2,872
16,589
41,649

—
5,546
4,611
286
1,899
5,961
18,303

Fair value of the net assets acquired and contingent liabilities
Goodwill arising on acquisition
Previously held interests in Navega and Metrored
Revaluation of the previously held interests in Navega and Metrored
Acquisition cost

60,401
38,203
(16,944)
(32,319)
49,341

Intangible assets, net(i)
Property, plant and equipment, net
Other non-current assets
Trade receivables
Prepayments and accrued income
Current income tax assets
Other current assets(ii)
Cash and cash equivalents

(i)
(ii)

(iii)

Intangible assets not previously recognized are trademarks for an amount of $2 million (Millicom’s share: $1 million), with estimated useful
life of 8 years, and customers’ list for an amount of $62 million (Millicom’s share: $35 million), with estimated useful life of 9 years.
Contingent liabilities relating to tax and other contingencies at the time of the acquisition and amounting to $6 million (Millicom’s share: $3
million) were booked within “Other current liabilities.” The former shareholders of Navega.com and Metrored placed in escrow $3 million to
partly cover these contingencies. Therefore a corresponding financial asset of $3 million (Millicom’s share: $2 million) has been recorded
within “Other current assets.”
Deferred tax liabilities, related to the differences between the tax base and the fair value of the identifiable assets acquired amount to $6
million (Millicom’s share: $3 million).

The goodwill, which is not expected to be tax deductible, is attributable to the profitability potential of the acquired business
and the synergies expected to arise from the Group’s acquisition of Navega. The fair value of the customer bases was
ascertained using the discounted excess earnings method
and the fair value of the trademark was ascertained using the
relief from royalty approach.
The acquired business contributed revenues of $21 million and net profit of $12 million for the period from acquisition to December 31, 2009. If the acquisition had occurred
on January 1, 2009, unaudited pro forma Group revenues
from continuing operations for the year ended December 31,
2009 would have been $3,378 million, and the unaudited pro
forma net profit from continuing operations for the same period would have been $507 million. These amounts have been
calculated using the Group accounting policies.
Millicom decided to early adopt IFRS 3R and has applied it
to this acquisition (see note 2). As a result, Millicom revalued
at fair value its previously held 45% interest in Navega (held
by Millicom’s joint venture in Guatemala) and its previously
held 49% interest in Metrored S.A. (“Metrored”), a subsidiary
of Navega (held by Millicom’s joint venture in Honduras), recognizing a gain of $32 million, recorded under the caption
“Revaluation of previously held interests.”
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Presentation and Disclosure
Excerpts—Continuing Application
Restrictions on Dividend Payments
to Shareholders by Subsidiaries
1.111

Prudential plc (Dec 2009)
Author’s Note
Prudential PLC was not required to and did not early
adopt the revisions to IFRS 3 and IAS 27 that are effective for annual periods beginning on or after July 1,
2009.
NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (in part)
Note I7: Subsidiary Undertakings
(i) Principal Subsidiaries
The principal subsidiary undertakings of the Company at December 31, 2009 were:

The Prudential Assurance Company Limited
Prudential Annuities Limited(∗)
Prudential Retirement Income Limited (PRIL)(∗)
M&G Investment Management Limited(∗)
Jackson National Life Insurance Company(∗)
Prudential Assurance Company Singapore (Pte) Limited(∗)
(∗)

Main Activity
Insurance
Insurance
Insurance
Asset management
Insurance
Insurance

Country of Incorporation
England and Wales
England and Wales
Scotland
England and Wales
US
Singapore

Owned by a subsidiary undertaking of the Company.

Each subsidiary has one class of ordinary shares and operates mainly in its country of incorporation, except for PRIL
which operates mainly in England and Wales.
(ii) Dividend Restrictions and Minimum Capital
Requirements
Certain Group subsidiaries are subject to restrictions on the
amount of funds they may transfer in the form of cash dividends or otherwise to the parent company. UK insurance
companies are required to maintain solvency margins which
must be supported by capital reserves and other resources,
including unrealized gains on investments. Jackson can pay
dividends on its capital stock only out of earned surplus unless
prior regulatory approval is obtained. Furthermore, without
the prior regulatory approval, dividends cannot be distributed
if all dividends made within the preceding 12 months exceed
the greater of Jackson’s statutory net gain from operations or
10 per cent of Jackson’s statutory surplus for the prior year.
In 2010, the maximum amount of dividends that can be paid
by Jackson without prior regulatory approval is US$454 million (£281 million) (in 2009: US$290 million (£202 million)).
The Group’s Asian subsidiaries, mainly the Singapore and
Malaysia businesses, may remit dividends to the Group, in
general, provided the statutory insurance fund meets the capital adequacy standard required under local statutory regulations.

IFRS ATT 1.111

The Group capital position statement for life assurance
businesses is set out in note D5, showing the available capital reflecting the excess of regulatory basis over liabilities for
each fund or group of companies determined by reference to
the local regulation of the subsidiaries. In addition, disclosure
is also provided in note D5 of the local capital requirement of
each of the fund or group of companies.
(iii) Acquisition and Disposal of Subsidiaries
There were no material acquisitions or disposals of subsidiaries during the year in 2009 and 2008.
(iv) PAC With-Profits Fund Acquisitions and Disposals
There were no new acquisitions or disposals by the PAC withprofits fund in 2009 and 2008. However, during 2009, the holding in the voting equity interest of Red Funnel increased from
90 per cent to 100 per cent. In 2008, this holding increased
from 78 per cent to 90 per cent. Red Funnel is a venture capital holding owned by the PAC with-profits fund managed by
M&G.
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Additional Parent Company Information
Disclosed in a Note to the Consolidated
Financial Statements
1.112

Allied Irish Bank plc (Dec 2009)
Author’s Note
Allied Irish Bank was not required to and did not early
adopt the revisions to IFRS 3 and IAS 27 that are effective for annual periods beginning on or after July 1,
2009.
NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (in part)
Note 71. Additional Parent Company Information on
Risk (in part)
Maximum Exposure to Credit Risk
2009

Balances at central banks(1)
Items in course of collection
Financial assets held for sale to NAMA
Trading portfolio financial assets(2)
Derivative financial instruments(3)
Loans and receivables to banks(4)
Loans and receivables to customers(5)
Financial investments available for sale(6)
Other assets:
Sale of securities awaiting settlement
Trade receivables
Accrued interest(7)
Financial guarantees
Loan commitments and other credit related
commitments
Maximum exposure to credit risk
(1)
(2)
(3)
(4)
(5)
(6)
(7)

2008

Amortised
Cost
€m

Fair
Value
€m

2,069
127
15,866
—
—
58,816
67,928
—

Total
€m

Amortised
Cost
€m

Fair
Value
€m

Total
€m

—
—
125
116
5,465
—
—
22,091

2,069
127
15,991
116
5,465
58,816
67,928
22,091

1,082
151
—
—
—
47,113
88,873
—

—
—
—
161
6,654
—
—
25,808

1,082
151
—
161
6,654
47,113
88,873
25,808

28
19
762
145,615

—
—
—
27,797

28
19
762
173,412

132
28
1,056
138,435

—
—
—
32,623

132
28
1,056
171,058

5,980

—

5,980

7,089

—

7,089

13,203
19,183

—
—

13,203
19,183

14,706
21,795

—
—

14,706
21,795

164,798

27,797

192,595

160,230

32,623

192,853

Included within cash and balances at central banks of €2,589 million (2008: €1,651 million).
Excluding equity shares of €4 million (2008: €10 million).
Exposures to subsidiary undertakings of €350 million (2008: €556 million) have been included.
Exposures to subsidiary undertakings of €50,389 million (2008: €41,493 million) have been included.
Exposures to subsidiary undertakings of €15,613 million (2008: €13,758 million) have been included.
Excluding equity shares of €87 million (2008: €64 million).
Exposures to subsidiary undertakings of €393 million (2008: €373 million) have been included.
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The information contained in this note relates only to third
party exposures arising within Allied Irish Banks, p.l.c.
Loans and Receivables to Customers (Excluding Loans and
Receivables Held for Sale to NAMA)
By Geographic Location and Industry Sector
2009

Poland
€m
—
—
—
—
—
—
—
—

United
States of
America
€m
3
435
161
933
162
69
54
698

Rest of
the
World
€m
—
23
207
441
66
44
22
213

Total
€m
2,051
1,260
3,058
16,246
9,193
1,574
1,804
6,182

—
—
10
4,954
(21)
(118)

—
—
—
—
—
—

—
—
—
2,515
(8)
(8)

90
—
—
1,106
(3)
(31)

6,838
6,242
10
54,458
(151)
(1,992)

4,815

—

2,499

1,072

52,315(1)

Republic of
Ireland
€m
2,005
510
2,094
13,571
8,122
951
1,354
4,286

United
Kingdom
€m
43
292
596
1,301
843
510
374
985

Unearned income
Provisions

6,748
6,242
—
45,883
(119)
(1,835)

Total Allied Irish Banks, p.l.c.

43,929

Agriculture
Energy
Manufacturing
Construction and property
Distribution
Transport
Financial
Other services
Personal
—Home mortgages
—Other
Lease financing

(1)

Excludes intercompany balances of €15,613 million (2008: €13,758 million).

Aged Analysis of Contractually Past Due but Not Impaired
Facilities (Excluding Loans and Receivables Held for Sale
to NAMA)

Agriculture
Energy
Manufacturing
Construction and property
Distribution
Transport
Financial
Other services
Personal
—Home mortgages
—Credit cards
—Other
Total Allied Irish Banks, p.l.c.
As a percentage of total loans(1)
(1)

1–30 Days
€m
122
2
47
789
231
31
10
198
94
60
297
1,881
3.5%

31–60 Days
€m
31
5
14
336
143
15
4
54

2009
61–90 Days
€m
13
—
7
120
59
2
—
17

91+ Days
€m
12
1
4
191
50
6
—
35

53
18
142
815

11
10
42
281

21
8
109
437

1.5%

0.5%

0.8%

Total
€m
178
8
72
1,436
483
54
14
304
179
96
590
3,414

Total loans relate to loans and receivables to customers (excluding intercompany) and are gross of provisions and unearned income.
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Impaired Loans by Geographic Location and Industry Sector
(Excluding Loans and Receivables Held for Sale to NAMA)
2009

Agriculture
Energy
Manufacturing
Construction and property
Distribution
Transport
Financial
Other services
Personal
—Home mortgages
—Other
Total Allied Irish Banks, p.l.c

Republic of
Ireland
€m
105
6
91
2,194
838
33
71
193

United
Kingdom
€m
—
—
14
50
34
—
66
23

103
555
4,189

—
—
187

Poland
€m
—
—
—
—
—
—
—
—

United
States of
America
€m
—
—
11
8
—
—
—
23

Rest of
the
World
€m
—
—
19
—
7
—
—
—

Total
€m
105
6
135
2,252
879
33
137
239

—
—
—

—
—
42

42
—
68

145
555
4,486

Rest of
the
World
€m
—
—
6
—
5
—
—
—

Total
€m
44
3
57
562
308
19
69
105

13
—
24
7
31

50
301
1,518
474
1,992

Provision for Impairment of Loans and Receivables by
Geographic Location and Industry Sector (Excluding Loans
and Receivables Held for Sale to NAMA)
2009

Agriculture
Energy
Manufacturing
Construction and property
Distribution
Transport
Financial
Other services
Personal
—Home mortgages
—Other
Specific
IBNR
Total Allied Irish Banks, p.l.c.

Republic of
Ireland
€m
44
3
40
515
281
19
46
84

United
Kingdom
€m
—
—
11
45
22
—
23
17

Poland
€m
—
—
—
—
—
—
—
—

United
States of
America
€m
—
—
—
2
—
—
—
4

37
301
1,370
465
1,835

—
—
118
—
118

—
—
—
—
—

—
—
6
2
8
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Loans and Receivables Held for Sale to NAMA
By Geographic Location and Industry Sector
2009

Agriculture
Energy
Manufacturing
Construction and property
Distribution
Transport
Financial
Other services
Personal
—Home mortgages
—Other
Provisions
Total Allied Irish Banks, p.l.c.

Republic of
Ireland
€m
24
64
37
18,031
602
19
16
200

United
Kingdom
€m
—
—
—
428
—
—
—
—

Poland
€m
—
—
—
—
—
—
—
—

United States
of America
€m
—
—
—
29
—
—
—
—

Rest of the
World
€m
—
—
—
—
—
—
—
—

Total
€m
24
64
37
18,488
602
19
16
200

21
286
19,300
(3,930)
15,370

—
—
428
—
428

—
—
—
—
—

—
—
29
—
29

—
—
—
—
—

21
286
19,757
(3,930)
15,827

Aged Analysis of Contractually Past Due but not
Impaired Facilities Held for Sale to NAMA

Agriculture
Construction and property
Distribution
Financial
Other services
Personal
—Home mortgages
—Other
Total Allied Irish Banks, p.l.c.
As a percentage of total loans(1)
(1)

1–30 Days
€m
—
988
12
12
4

31–60 Days
€m
1
278
9
—
3

2009
61–90 Days
€m
—
160
—
—
—

91+ Days
€m
1
268
9
1
7

Total
€m
2
1,694
30
13
14

1
19
1,036

—
10
301

1
3
164

—
12
298

2
44
1,799

5.3%

1.5%

0.8%

1.5%

9.1%

Total loans relate to loans and receivables held for sale to NAMA and are gross of provisions and unearned income.

Impaired Loans Held for Sale to NAMA by Geographic
Location and Industry Sector
2009

Agriculture
Energy
Manufacturing
Construction and property
Distribution
Financial
Other services
Personal
—Home mortgages
—Other
Total Allied Irish Banks, p.l.c.

IFRS ATT 1.112

Republic of
Ireland
€m
15
23
10
9,684
228
1
33

United
Kingdom
€m
—
—
—
—
—
—
—

Poland
€m
—
—
—
—
—
—
—

United States
of America
€m
—
—
—
—
—
—
—

Rest of the
World
€m
—
—
—
—
—
—
—

Total
€m
15
23
10
9,684
228
1
33

7
103
10,104

—
—
—

—
—
—

—
—
—

—
—
—

7
103
10,104
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Provision for Impairment of Loans and Receivables Held for
Sale to NAMA by Geographic Location and Industry Sector
2009

Agriculture
Energy
Manufacturing
Construction and property
Distribution
Financial
Other services
Personal
—Home mortgages
—Other
Specific
IBNR
Total provision Allied Irish Banks, p.l.c.

Republic of
Ireland
€m
5
8
3
3,245
79
—
11

United
Kingdom
€m
—
—
—
—
—
—
—

Poland
€m
—
—
—
—
—
—
—

United States
of America
€m
—
—
—
—
—
—
—

Rest of the
World
€m
—
—
—
—
—
—
—

Total
€m
5
8
3
3,245
79
—
11

3
35
3,389
541
3,930

—
—
—
—
—

—
—
—
—
—

—
—
—
—
—

—
—
—
—
—

3
35
3,389
541
3,930

VaR (MTM Portfolio)
2009
2008
€m
€m

VaR (Other Portfolios)
2009
2008
€m
€m

2009
€m

2008
€m

13.5
22.1
9.4
10.0

15.4
24.2
8.6
24.2

52.3
75.6
37.6
40.8

49.0
82.4
24.3
80.3

50.2
77.5
32.4
36.4

58.1
83.2
32.3
83.2

2.9
4.7
2.0
2.1

3.3
5.2
1.8
5.2

11.2
16.1
8.0
8.7

10.5
17.6
5.2
17.1

10.7
16.5
6.9
7.8

12.4
17.7
6.9
17.7

Market Risk Profile of Allied Irish Banks, p.l.c.

Interest rate risk
1 month holding period:
Average
High
Low
31 December
1 day holding period:
Average
High
Low
31 December

Equity Risk
VaR (MTM Portfolio)
2009
2008
€m
€m
1 month holding period:
Average
High
Low
31 December
1 day holding period:
Average
High
Low
31 December

Total VaR

Foreign Exchange
Rate Risk-Trading
VaR (MTM Portfolio)
2009
2008
€m
€m

5.0
9.8
2.5
7.7

5.9
12.6
2.3
5.4

1.3
2.0
0.4
1.3

1.2
4.6
0.5
0.8

1.1
2.1
0.5
1.7

1.3
2.7
0.5
1.1

0.3
0.4
0.1
0.3

0.3
1.0
0.1
0.2
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Parent’s Separate Financial Statements
Presented Side-by-Side With Related Parent
Company’s Consolidated Financial Statements
Author’s Note
Since Graincorp Limited’s fiscal year end is September 30, it was not required to apply the revisions to IAS
1, Presentation of Financial Statements, in its 2009
financial statements. Almost every note disclosure in
the following financial statements provides information about both the group and the company. Only a
subset of these notes is shown in the disclosure examples from Graincorp Limited that follow.
Graincorp was also not required to and did not early
adopt the revisions to IFRS 3 and IAS 27 that are effective for annual periods beginning on or after July 1,
2009. Almost every note disclosure contains information about both the consolidated entity and the parent.
Only a few of Graincorp’s note disclosures are provided
to illustrate this presentation.

1.113

GrainCorp Limited (Sep 2009)
INCOME STATEMENTS
For the year ended 30 September 2009

Note
5
6

Revenue from continuing operations
Other income
Goods purchased for resale
Raw materials and consumables used
Employee benefits expense
Depreciation and amortisation expense
Impairment expense
Finance costs
Repairs and maintenance
Other expenses
Share of net profits of associates accounted
for using the equity method
Profit/(loss) before income tax
Income tax benefit/(expense)
Profit/(loss) from continuing operations
Profit attributable to minority interest
Profit/(loss) attributable to equity holders
of GrainCorp Limited

Earnings per share for profit from
continuing operations attributable to
ordinary equity holders of the company
Basic earnings per share
Diluted earnings per share

IFRS ATT 1.113

Consolidated
2009
2008
$’000
$’000
1,729,787
1,534,170
51,862
2,426
(1,339,083)
(1,304,205)
(29,680)
(18,849)
(142,645)
(104,948)
(43,094)
(40,109)
(3,318)
—
(36,295)
(46,961)
(24,228)
(10,415)
(87,251)
(57,503)

7
7

38
8

40
40

Cents

Cents

33.8
33.7

(11.4)
n/a

Parent Entity
2009
$’000
12,515
—
—
—
—
—
—
(2,457)
—
(291)

2008
$’000
8,286
—
—
—
—
—
—
(5,144)
—
(468)

9,787
85,842
(22,681)
63,161
—

10,576
(35,818)
15,880
(19,938)
(5)

—
9,767
(3,204)
6,563
—

—
2,674
(173)
2,501
—

63,161

(19,943)

6,563

2,501

The above income statements should be read in conjunction
with the accompanying notes.
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BALANCE SHEETS AS AT 30 SEPTEMBER 2009
Consolidated
2008
$’000

2009
$’000

2008
$’000

161,423
158,533
96,808
51,935
468,699
880
469,579

8,935
183,013
198,031
68,990
458,969
882
459,851

2,726
3,695
—
—
6,421
—
6,421

482
487
—
—
969
—
969

14

19,109

19,109

161,385

44,838

15
16
17
18
19

106,653
3,030
414,485
37,080
33,834
614,191

96,866
4,538
433,062
52,982
31,879
638,436

—
348,773
—
17,508
—
527,666

—
348,421
—
33,676
—
426,935

1,083,770

1,098,287

534,087

427,904

110,458
88,719
24,867
203
—
26,438
250,685

78,077
228,982
68,681
409
2,492
27,590
406,231

74
—
—
—
—
—
74

720
899
—
—
—
—
1,619

104,644
1,276
1,166
29,696
2,548
139,330

224,432
2,669
1,158
25,151
2,501
255,911

—
—
—
72
154
226

94,647
—
—
140
324
95,111

Note
Current assets
Cash and cash equivalents
Trade and other receivables
Inventories
Derivative financial instruments
Non-current assets classified as held for sale
Total current assets
Non-current assets
Receivables
Investments accounted for using the
equity method
Other financial assets
Property, plant and equipment
Deferred tax assets
Intangible assets
Total non-current assets

9
10
11
12
13

Total assets
Current liabilities
Trade and other payables
Borrowings
Derivative financial instruments
Other financial liabilities
Current tax liabilities
Provisions
Total current liabilities
Non-current liabilities
Borrowings
Derivative financial instruments
Other financial liabilities
Deferred tax liabilities
Provisions
Total non-current liabilities

Parent Entity

2009
$’000

20
21
12
22
23

24
25
22
26
27

Total liabilities

390,015

662,142

300

96,730

Net assets

693,755

436,145

533,787

331,174

487,962
12,545
193,248

296,581
9,377
130,087

491,030
13,647
29,110

296,581
12,046
22,547

693,755
—
693,755

436,045
100
436,145

533,787
—
533,787

331,174
—
331,174

Equity
Contributed equity
Reserves
Retained profits

28
29
29

Parent entity interest
Minority interest
Total equity
The above balance sheets should be read in conjunction with
the accompanying notes.
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STATEMENT OF CHANGES IN EQUITY FOR THE
YEAR ENDED 30 SEPTEMBER 2009
Consolidated
Attributable to Equity Holders of the Parent
Share
Capital
Option
Retained
Reserve
Reserve
Profits
$’000
$’000
$’000

Contributed
Equity
$’000

Hedging
Reserve
$’000

237,339

—

8,328

3,229

150,030

Gain/(loss) on cash flow hedges

—

(2,669)

—

—

Net income recognised directly in equity
Loss for the year

—
—

(2,669)
—

—
—

—
—

At 1 October 2007

Total income/expense for the year
Share issue (net of transaction costs)
Share-based payments
Deferred tax credit
At 30 September 2008

Total $’000

Minority
Interest
$’000

Total
Equity
$’000

398,926

95

399,021

—

(2,669)

—

(2,669)

—
(19,943)

(2,669)
(19,943)

—
5

(2,669)
(19,938)

—

(2,669)

—

—

(19,943)

(22,612)

5

(22,607)

58,771
54
417
296,581

—
—
—
(2,669)

—
—
—
8,328

—
489
—
3,718

—
—
—
130,087

58,771
543
417
436,045

—
—
—
100

58,771
543
417
436,145

—
—
—
—
—

(2,617)
(2,617)
3,711
473
—

—
—
—
—
—

—
—
—
—
—

—
—
—
—
63,161

(2,617)
(2,617)
3,711
473
63,161

—
—
—
—
—

(2,617)
(2,617)
3,711
473
63,161

Gain/(loss) on cash flow hedges
Net income recognised directly in equity
Transfer to net profit—gross
Deferred tax credit
Profit for the year
Total income/expense for the year

—

1,567

—

—

63,161

64,728

—

64,728

Disposal of Group entity that had minority interest
Share issues (net of transaction costs)
Share-based payments
Deferred tax credit
Less: Treasury shares

—
192,692
35
1,722
(3,068)

—
—
—
—
—

—
—
—
—
—

—
—
1,601
—
—

—
—
—
—
—

—
192,692
1,636
1,722
(3,068)

(100)
—
—
—
—

(100)
192,692
1,636
1,722
(3,068)

At 30 September 2009

487,962

(1,102)

8,328

5,319

193,248

693,755

—

693,755

Parent Entity
Attributable to Equity Holders of the Parent
Capital
Share Option
Retained
Reserve
Reserve
Profits
$’000
$’000
$’000

Total
$’000

Minority
Interest
$’000

Total
Equity
$’000

The above statement of changes in equity should be read in
conjunction with the accompanying notes.

STATEMENT OF CHANGES IN EQUITY FOR THE
YEAR ENDED 30 SEPTEMBER 2009

Contributed
Equity
$’000
At 1 October 2007

Hedging
Reserve
$’000

237,339

—

8,328

3,229

20,046

268,942

—

268,942

—

—

—

—

2,501

2,501

—

2,501

—
58,771
54
417

—
—
—
—

—
—
—
—

—
—
489
—

2,501
—
—
—

2,501
58,771
543
417

—
—
—
—

2,501
58,771
543
417

296,581

—

8,328

3,718

22,547

331,174

—

331,174

—
—

—
—

—
—

—
—

6,563
6,563

6,563
6,563

—
—

6,563
6,563

Share issues (net of transaction costs)
Share-based payments
Deferred tax credit

192,692
35
1,722

—
—
—

—
—
—

—
1,601
—

—
—
—

192,692
1,636
1,722

—
—
—

192,692
1,636
1,722

At 30 September 2009

491,030

—

8,328

5,319

29,110

533,787

—

533,787

Profit for the year
Total income/expense for the year
Share issue (net of transaction costs)
Share-based payments
Deferred tax credit
At 30 September 2008
Profit for the year
Total income/expense for the year

The above statement of changes in equity should be read in
conjunction with the accompanying notes.
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CASH FLOW STATEMENTS FOR THE YEAR
ENDED 30 SEPTEMBER 2009

Note
Cash flows from operating activities
Receipts from customers
Payments to suppliers and employees
Interest received
Interest paid
Income taxes refunded/(paid)
Net inflow (outflow) from operating activities
Cash flows from investing activities
Payments for property, plant and equipment
Payments for computer software
Proceeds from sale of property, plant and equipment
Proceeds from sale of investments
Payments for investment/business (net of cash)
Dividends received
Deposit bond for pools funding (net)
Loans to related parties
Loans repaid by related parties
Net inflow (outflow) from investing activities
Cash flows from financing activities
Proceeds from borrowings
Repayment of borrowings
Repayment of deposit notes (net)
Proceeds from share issue
Share issue transaction costs
Treasury shares purchased
Net inflow (outflow) from financing activities
Net increase (decrease) in cash and cash equivalents
Cash and cash equivalents at the beginning of the year
Cash and cash equivalents at the end of the year

39
17
19

28

9

Consolidated
2009
$’000

Parent Entity
2008
$’000

2009
$’000

2008
$’000

1,974,221
(1,725,992)
248,229
4,478
(37,488)
(2,491)
212,728

1,489,360
(1,465,324)
24,036
4,324
(46,056)
1,764
(15,932)

5,749
(1,107)
4,642
6,426
(2,457)
(334)
8,277

3,588
(1,258)
2,330
7,392
(6,252)
525
3,995

(27,841)
(3,534)
800
4,338
—
200
2,133
—
358
(23,546)

(22,340)
(8,208)
2,114
—
(21,293)
345
2,097
—
9,000
(38,285)

—
—
—
1,249
—
200
—
(101,595)
—
(100,146)

—
—
—
—
—
345
—
—
9,000
9,345

399,182
(625,500)
—
198,384
(5,692)
(3,068)
(36,694)
152,488
8,935
161,423

409,287
(387,200)
(19,900)
60,160
(1,389)
—
60,958
6,741
2,194
8,935

—
(95,546)
—
198,419
(5,692)
(3,068)
94,113
2,244
482
2,726

—
(72,889)
—
60,160
(1,389)
—
(14,118)
(778)
1,260
482

The above cash flow statements should be read in conjunction
with the accompanying notes.

Compliance With International Financial Reporting
Standards (IFRS)

NOTES TO THE FINANCIAL STATEMENTS

Australian Accounting Standards include Australian equivalents to International Financial Reporting Standards (AIFRS).
Compliance with AIFRS ensures that the consolidated financial statements and notes of GrainCorp Limited comply with
IFRS as issued by the International Accounting Standards
Board (IASB).

Note 1. Summary of Significant Accounting Policies
(in part)
The principal accounting policies adopted in the preparation
of the financial report are set out below. These policies have
been consistently applied to all years presented, unless otherwise stated. The financial report includes separate financial
statements for GrainCorp Limited as an individual entity and
the consolidated entity consisting of GrainCorp Limited and
its subsidiaries, referred to hereafter as the Group.
(a) Basis of Preparation
This general purpose financial report has been prepared
in accordance with Australian Accounting Standards, other
authoritative pronouncements of the Australian Accounting
Standards Board, Urgent Issues Group Interpretations and
the Corporations Act 2001.

(b) Principles of Consolidation (in part)
(i) Subsidiaries
The consolidated financial statements incorporate the assets
and liabilities of GrainCorp Limited (referred to as the Company or parent entity) and all subsidiaries of the Company as
at 30 September 2009 and the results of the Company and all
subsidiaries for the year then ended. GrainCorp Limited and
its subsidiaries together are referred to in this financial report
as the Group.
Subsidiaries are all those entities over which the parent entity has the power to govern the financial and operating policies, generally accompanying a shareholding of more than
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one-half of the voting rights. The existence and effect of potential voting rights that are currently exercisable or convertible are considered when assessing whether the parent entity
controls another entity.
Intercompany transactions, balances and unrealised gains
on transactions between Group companies are eliminated.
Unrealised losses are also eliminated unless the transaction
provides evidence of the impairment of the asset transferred.
Accounting policies of subsidiaries have been changed where
necessary to ensure consistency with the policies adopted by
the Group.
Minority interests in the results and equity of subsidiaries
are shown separately in the consolidated income statement
and balance sheet respectively.
Investments in subsidiaries are accounted for at cost in the
individual financial statements of the Company.

Equity Securities Price Risk
The Group and parent entity have no exposure to equity securities price risk (2008: $nil).
Foreign Currency Risk
The sensitivity analysis below is based on the foreign currency
risk exposures at the balance sheet date.
Had the Australian dollar strengthened or weakened
against the nominated foreign currency as illustrated in the
table below, with all other variables held constant, profit after
tax would have been affected as follows:
Consolidated
2009
2008
Impact on Profit
Impact on Profit
After Tax
After Tax
$’000
$’000

Note 2. Financial Risk Management (in part)
Commodity Price Risk
At 30 September 2009, had the price of traded commodities
moved, as illustrated in the table below, with all other variables
held constants profit after tax would have been affected as
follows:
Consolidated
2009
2008
Impact on Profit
Impact on Profit
(Loss) After Tax
(Loss) After Tax
$’000
$’000
20% increase
Wheat
Coarse grains
Canola
Soybean meal
Other
Commodity inventory
Net effect of 20% increase
20% decrease
Wheat
Coarse grains
Canola
Soybean meal
Other
Commodity inventory
Net effect of 20% decrease

(4,218)
(4,597)
(187)
(5,143)
(508)
(14,653)
13,191
(1,462)

(3,010)
(8,083)
174
(6,283)
(1,640)
(18,842)
17,882
(960)

4,218
4,597
187
5,143
508
14,653
(13,191)
1,462

2,041
8,122
(65)
6,283
1,640
18,021
(17,882)
139

Movements in commodity prices expose the Group to risks
associated with changes in the value of financial instruments
(e.g. forward contracts, derivatives etc) and in the value of its
commodities inventory. As a result, the Group takes into account a “full portfolio view,” including financial instruments and
commodities inventory, when managing price risk. On this basis the total price risk associated with commodities inventory
has also been included in the table above to provide a holistic
view of the impact of price risk on the Group.
The parent entity had no exposure to commodity price risk
(2008: $nil).

IFRS ATT 1.113

10% increase
AUD/USD
AUD/NZD
AUD/EUR
AUD/CAD
10% decrease
AUD/USD
AUD/NZD
AUD/EUR
AUD/CAD

49
(2)
2
(40)

112
(280)
3
15

(60)
3
(3)
49

(137)
343
(3)
(18)

The parent entity had no exposure to foreign currency risk
(2008: $nil).
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Credit Risk
Credit risk arises from the financial assets of the Group.
The Group’s exposure to credit risk arises from potential
default of the customer or counterparty.
The carrying amount of financial assets represents the
maximum exposure at the reporting date:
Consolidated

Trade receivables
Other receivables
Derivative contracts at fair value
Amounts receivable from associates
Amounts receivable from subsidiaries
Derivative contracts margin deposits
Bank balances and call deposits
Pool advance
Deposit bond for Pools facility

Parent Entity

2009
$’000
108,982
13,358
122,340

2008
$’000
152,428
15,085
167,513

2009
$’000
—
387
387

2008
$’000
—
21
21

51,935
20,349
—
1,588
161,423
28,641
—
386,276

68,990
20,933
—
9,683
8,935
1,816
2,133
280,003

—
19,332
145,361
—
2,726
—
—
167,806

—
19,558
25,746
—
482
—
—
45,807

2009
$’000

2008
$’000

2009
$’000

2008
$’000

1,397,580
320,895
1,718,475

1,397,172
130,723
1,527,895

—
6,341
6,341

—
444
444

200
4,327
6,785
11,312

345
4,429
1,501
6,275

200
5,974
—
6,174

345
7,497
—
7,842

1,729,787

1,534,170

12,515

8,286

It is the Group’s policy that customers who wish to trade on
credit terms are subject to credit verification which may include an assessment of their independent credit rating (provided by credit bureau), supplier references, financial position, past trading experiene and industry reputation. Credit
limits are determined for each individual customer based on
the credit assessment. These limits are approved under the
financial delegation policy which is approved by the Board.

Note 5. Revenue
Consolidated
From Continuing Operations
Sales revenue
Sale of goods
Services
Other revenue
Dividends
Interest
Rental income
Total revenue

Parent Entity
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Note 7. Expenses
Consolidated

Parent Entity

2009
$’000

2008
$’000

2009
$’000

2008
$’000

Finance costs:
—Interest charges
—Loss on interest swaps cash flow hedges—transfer
from equity
Total finance costs

32,584

46,961

2,457

5,144

3,711
36,295

—
46,961

—
2,457

—
5,144

Depreciation
—Plant and equipment
—Buildings and improvements
Total depreciation

29,466
10,960
40,426

27,108
9,965
37,073

—
—
—

—
—
—

252
2,416
2,668

531
2,505
3,036

—
—
—

—
—
—

Rental expenses relating to operating leases
—Minimum lease payments
Total rental expenses relating to operating leases

21,439
21,439

9,992
9,992

—
—

—
—

Defined contribution superannuation expense
Research and development costs
Provision for claims and disputes

10,768
164
3,225

7,517
327
2,072

—
—
—

—
—
—

Amortisation
—Leased assets
—Intangible assets
Total amortisation

IAS 10, EVENTS AFTER THE
REPORTING PERIOD

1.117 Examples of nonadjusting events include the

IFRSs Overview and Comparison
to U.S. GAAP

following:
• Declines in market values
• Filing of lawsuits
• Issue of new debt or equity securities
• Declaration of dividends

1.114 IAS 10, Events After the Reporting Period, estab-

1.118 IAS 10 prohibits an entity from preparing its financial

lishes recognition and disclosure requirements for certain
events that occur after the balance sheet date. The events
within the scope of IAS 10 may be favorable or unfavorable
and occur between the balance sheet date and the date the
entity authorizes the financial statements for issue.

statements on a going concern basis if management determines after the end of the reporting period that it will liquidate the entity or cease operations and has no alternatives to
doing so.

Recognition and Measurement

U.S. GAAP
1.119 Like IFRSs, FASB ASC 855, Subsequent Events, in-

IFRSs
1.115 An entity should adjust the financial statements for

those events that provide evidence of conditions existing at
the balance sheet date (that is, adjusting events) and should
not adjust for those events that indicate conditions arising
after the balance sheet date (that is, nonadjusting events).
1.116 IAS 10 provides several examples of adjusting events

for conditions that existed at the balance sheet date, including
the following:
• Settlement of a lawsuit confirming a present obligation
• Confirming information of an asset impairment
• Determination of costs of assets purchased or proceeds
of assets sold
• Discovery of fraud or errors

IFRS ATT 1.114

cludes general guidance applicable to all entities on accounting for, and disclosure of, events after the reporting period
(subsequent events) that are not addressed specifically in
other topics within FASB ASC.
1.120 Like IFRSs, paragraphs 1 and 3 of FASB ASC 855-

10-25 require an entity to recognize only the effects of events
that provide evidence of conditions that existed at the balance sheet date, including accounting estimates, and prohibit
an entity from recognizing events that provide evidence about
conditions that arose after the balance sheet date. Unlike
IFRSs, FASB ASC 855-10-25-1A extends the period over
which an SEC filer should evaluate subsequent events until
the date the financial statements are issued, rather than the
date of authorization. All other entities should evaluate such
events through the date the financial statements are available
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to be issued (that is, the date the financial statements comply
with U.S. GAAP and all approvals received).
Author’s Note
“Pending Content” in FASB ASC 855-10-25 also requires a conduit bond obligor for conduit debt securities
that are traded in a public market (a domestic or foreign
stock exchange or an over-the-counter market, including local or regional markets) to evaluate subsequent
events until the date the financial statements are issued.
1.121 Like IFRSs, FASB ASC 855-10-25-3 prohibits an

entity from recognizing subsequent events that provide evidence about conditions that did not exist at the date of the
balance sheet but arose after that date and before the financial
statements are issued or are available to be issued.
1.122 Unlike IFRSs, FASB ASC 855-10-25-4 also ad-

dresses the potential for reissue of the financial statements in
reports filed with regulatory agencies. In this circumstance,
an entity should not recognize events occurring between the
time the financial statements were originally issued or were
available to be issued and the time the financial statements
were reissued, unless the adjustment is required by FASB
ASC or regulatory requirements.
1.123 FASB ASC provides specific guidance on the

following:
• Like IFRSs, FASB ASC 740-10-25-15 requires an entity to recognize changes in judgment after the balance
sheet date that result in subsequent recognition, derecognition, or a change in measurement of an income
tax position taken in a prior annual period as a discrete
item when the change occurs.

77

Presentation
IFRSs
1.124 IFRSs do not include specific presentation require-

ments for events after the reporting date.
U.S. GAAP
1.125 Unlike IFRSs, FASB ASC 855-10-50-3 requires an

entity to consider supplementing the historical financial statements with pro forma financial data when an unrecognized
subsequent event occurs. An entity should present pro forma
financial data when an unrecognized subsequent event is sufficiently significant that pro forma information provides the
best disclosure. In preparing pro forma data, an entity should
include the event as if it had occurred on the balance sheet
date. An entity should also consider presenting pro forma
statements, usually a balance sheet only, in columnar form
on the face of the historical statements.

Disclosure
IFRSs
1.126 An entity should disclose who authorized the issuance

of the financial statements and the authorization date. When
applicable, an entity should also disclose the fact that the entity’s owners or others have the power to amend the financial
statements after issue.
1.127 Even when an entity does not adjust the financial

Author’s Note

statements for new information about conditions existing at
the balance sheet date, it should update disclosures relating
to those conditions.

See the related discussion of income taxes in section 3.

1.128 For material, nonadjusting events, an entity should

• Like IFRSs, FASB ASC 260-10-55-12 requires an en-

tity to restate earnings per share amounts for changes
in common stock resulting from stock dividends, stock
splits, or reverse stock splits that occur after the close of
the period but before the financial statements are issued
or are available to be issued. If per share computations
reflect such changes in the number of shares, that fact
should be disclosed.
Author’s Note
See the related discussion of earnings per share in section 3.
• Like IFRSs, FASB ASC 450-30-25-1 prohibits recog-

nition of gain contingencies (contingent assets) in the
financial statements because to do so might be to recognize revenue before its realization.
Author’s Note
See the related discussion of provisions, contingent
liabilities, and contingent assets in section 2.

disclose the following information by category of event:
• Nature of the event, and
• Estimate of the financial effect or a statement that an
estimate cannot be made.
U.S. GAAP
1.129 Like IFRSs, paragraphs 1 and 4 of FASB ASC 855-

10-50 state that an entity should disclose the date through
which subsequent events have been evaluated, as well as
whether that date is the date the financial statements were
issued or the date the financial statements were available to
be issued. An entity should also disclose that date in both
the originally issued financial statements and the reissued financial statements. However, FASB ASC does not explicitly
discuss the circumstances when an entity’s owners or others
have the power to amend financial statements after issue.
1.130 Like IFRSs, FASB ASC 855-10-50-2 requires an en-

tity to disclose the following information about unrecognized
subsequent events when failure to disclose would result in
misleading financial statements:
• Nature of the event, and
• Estimate of its financial effect or a statement that such
an estimate cannot be made.
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Presentation and Disclosure
Excerpts—Continuing Application

Issue of Shares and Agreement
for Unsecured Credit Facility

Dividend Declaration and Authorization
of Stock Options

1.133

Alesco Corporation Limited (May 2009)

1.131

GOL Linhas Aéreas Inteligentes S.A.
(Dec 2009)

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MAY 2009 (in part)
Note 37. Subsequent Events

NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (in part)
Note 28. Subsequent Events
On February 2, 2009, the Board of Directors, with the powers
vested in it and in conformity with Company’s Stock Purchase
Option Plan, approved the granting of 2,672,746 options to
purchase preferred Company stock at the price of R$20.65
per share for the year 2010. The vesting period of the stock
options is 3 years, and can be exercised up to 10 years after
the grant date.
On March 11, 2010, the Board of Directors meeting, authorized the dividends distribution for 2009 year, through a
capital increase in the same amount of dividends declared of
R$185,839 by means of private issuing of 7,622,584 shares,
being 3,833,077 ordinary and 3,789,507 preferred shares.
The issue price of the common and preferred shares was
R$24.38 per share, determined in the date of the meeting,
after the close of negotiations in BMF&BOVESPA.

Issue of Shares
1.132

Northern Dynasty Minerals Ltd (Dec 2009)
NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (in part)

On 17 July 2009, new shares were issued under a placement
to certain vendors of Total Eden Holdings Pty Ltd in relation to
the Company’s acquisition of Total Eden Holdings on 1 August
2007. 1,078,609 shares were issued to certain vendors in full
and final settlement of the payment of the final purchase price.
The calculation of the final purchase price was dependent on
the determination of the audited pro-forma normalised Earnings Before Interest and Tax (“EBIT”) for the 12 months to 30
June 2007 for Total Eden Holdings Pty Ltd and its controlled
entities. Although this calculation has not yet been finally determined, the Company has reached agreement on the final
payment to be paid to these vendors. Further new shares may
be issued to other vendors whose completion process is yet
to be finalised.
On 24 July 2009, Alesco Finance Pty Limited (a wholly
owned subsidiary of Alesco Corporation Limited) signed a
Syndicated Facility Agreement and Common Terms Deed
with a group of four banks, including Alesco’s three current
core lenders; ANZ, BNP Paribas, Commonwealth Bank of
Australia and a new lender; National Australia Bank Limited.
The Facility provides for an unsecured syndicated cash advance facility of $240 million over two equal tranches with
maturity dates of July 2011 and July 2012. Drawdown of the
facility is subject to a number of conditions precedent which
are expected to be fulfilled shortly. Proceeds from the facility
will be used to repay Alesco’s existing facilities, which at 24
July 2009 were drawn to the extent of $175.0 million.

Tender Offer

Note 15. Subsequent Events

1.134

The Group issued 556,390 common shares pursuant to the
exercise of share purchase options with various expiry dates
at exercise prices of $3.00 and $5.00 per common share from
January through March 29, 2010. The Group also cancelled
53,501 and 4,008 share purchase options with option prices
of $5.00 and $3.00 respectively during the same period.

Delhaize Brothers and Co “The Lion” (Delhaize
Group) SA (Dec 2009)
NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (in part)
Note 35. Subsequent Events
On March 12, 2010, Delhaize Group launched through its
wholly owned Dutch subsidiary Delhaize “The Lion” Nederland B.V. (Delned) a new tender offer to acquire the remaining 9.99% of Alfa Beta not yet held by any of the consolidated
companies of Delhaize Group, at €35.73 per share. At the end
of the acceptance period of this tender offer on May 12, 2010,
Delned had acquired approximately 90.83% of Alfa Beta. On
June 4, 2010, Delned exercised the right to acquire any remaining shares that were not tendered in the tender offer or
otherwise held by Delned as of June 2, 2010 (squeeze-out
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right). As of the date of this annual report, approval by the
Hellenic Capital Market Commission of the exercise of the
squeeze-out right is pending.
Effective May 21, 2010, Rick Anicetti, Executive Vice President and CEO of Delhaize America Shared Services left our
organization. Carol Herndon, Senior Vice President of Accounting and Finance of Delhaize America, was named Chief
Administrative Officer of Delhaize America.
At our Ordinary General Meeting of shareholders on May
27, 2010, our shareholders approved the distribution of a
€1.60 gross dividend per share for fiscal year 2009. After
deduction of a 25% withholding tax pursuant to Belgian domestic law, this resulted in a net dividend of €1.20 per share.
The 2009 dividend became payable to owners of our ordinary
shares beginning on June 3, 2010 against coupon number 48.
The payment of the dividend to our ADR holders was made
through Citibank, N.A. beginning on June 8, 2010.

1st January 2010. The segmental information presented in
Note 53 represents the business segments and other operations used for management and reporting purposes during
the year ended 31st December 2009.
On 17th February 2010, 626.8 million of the 758.4 million
warrants held by PCP Gulf Invest 3 Limited (a subsidiary of
Nexus Capital Investing Limited) were exercised for an aggregate exercise price of approximately £1,240m. As a result
626.8 million new ordinary shares were issued representing
a 5.2% ownership in the Group’s enlarged share capital.

Sale of Business and Announcement
of Delisting from Stock Exchange
1.137

Aegon N.V. (Dec 2009)

Financial Statements Subject to Approval
of Shareholders

NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (in part)

1.135

Amounts in EUR million, unless otherwise stated.

Barry Callebaut AG (Aug 2009)
NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (in part)
Note 33. Subsequent Events
On November 3, 2009, the Group has signed an agreement
to acquire the Spanish chocolate maker Chocovic, S.A. The
transaction is subject to the approval of the competent authorities and is expected to close in early 2010.
The Consolidated Financial Statements were authorized
for issue by the Board of Directors on November 10, 2009,
and are subject to approval by the Annual General Meeting
of Shareholders on December 8, 2009.

Issue of Shares on Exercise of Warrants
and Change in Business Structure
1.136

Barclays plc (Dec 2009)
NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (in part)
Note 43. Events After the Balance Sheet Date

Note 2. Summary of Significant Accounting Policies
2.34 Events After the Balance Sheet Date
The financial statements are adjusted to reflect events that
occurred between the balance sheet date and the date when
the financial statements are authorized for issue, provided
they give evidence of conditions that existed at the balance
sheet date.
Events that are indicative of conditions that arose after the
balance sheet date are disclosed, but do not result in an adjustment of the financial statements themselves.

Note 55. Events After the Balance Sheet Date
On February 2, 2010 AEGON announced the sale of its funeral insurance business in the Netherlands to Dutch investment firm Egeria for an amount of EUR 212 million. Under the
agreement, the nineteen employees affected by the sale will
retain their jobs, as well as maintain similar employment conditions. In 2009, AEGON’s funeral insurance business generated approximately EUR 70 million in gross written premiums.
The sale agreement is subject to the consultation of AEGON’s
Central Works Council, in addition to the approvals of the relevant regulatory authorities.
On February 26, 2010 AEGON announced that it will delist
from the Tokyo Stock Exchange on March 27, 2010. AEGON
applied for delisting as the volume of AEGON shares traded
on the Tokyo Stock Exchange is negligible and does not justify
the related expenses.

On 1st January 2010, the Group acquired 100% ownership of
Standard Life Bank Plc for a consideration of £227m in cash.
The assets acquired include a savings book of approximately
£5.8bn, and a mortgage book with outstanding balances of
approximately £7.5bn.
As announced on 3rd November 2009, the Group has made
changes to its business structure, which will be reflected in the
Group’s external financial reporting for periods commencing
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Breach of Borrowing Agreement
and Change in Estimate
1.138

Yanzhou Coal Mining Company Limited
(Dec 2009)
NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (in part)
Note 50. Post Balance Sheet Event
Felix breached certain provisions in the borrowing agreements signed with the banks at December 31, 2009 (note
36). In April 2010, Felix’s management has obtained a waiver
letter from lenders in this respect to waive any penalty and
early repayment requirements.
The Company’s board of directors passed a resolution to
change the accounting estimate in respect of the amortization
method of mining rights (coal reserves) and agreed to adopt
unit of production method as a uniform amortization method
for the Company and its subsidiaries. In effect the Company
and certain of its subsidiaries will change its amortization
method from straight line basis to unit of production basis.
The directors are assessing the impact of the above change
in accounting estimate on the Company’s future results.

Leases

Agreement for Business Combination
1.140

Julius Baer Group Ltd (Dec 2009)
NOTES TO THE FINANCIAL STATEMENTS (in part)
Note 31. Events After the Balance Sheet Date
In October 2009, the Julius Baer Group reached an agreement to acquire ING Bank (Switzerland) Ltd (ING Bank), a
fully owned subsidiary of ING Group NV, including its subsidiaries in Monaco and Jersey. The Group will pay a total
consideration of approximately CHF 520 million in cash, still
subject to possible adjustments, including surplus capital of
CHF 170 million. The purchase price will be fully funded by
existing excess capital. The surplus capital of ING Bank will
be allocated to the Group.
ING Bank, which employs a staff of 310, will be integrated
into Bank Julius Baer & Co. Ltd., creating estimated pre-tax
synergies of CHF 35 million p.a. The acquisition is expected to
be EPS-neutral in 2010, strongly accretive from 2011 onward,
reaching a high single-digit percentage in 2012.
The Group will rebrand ING Bank and merge its local operations in Switzerland. The transaction has been completed in
mid-January 2010. Due to the short period of time, the initial
accounting for the acquisition has not been completed before the approval of the financial statements by the Board of
Directors on 4 February 2010.
There are no further events to report that had an influence
on the balance sheet or the income statement for the 2009
financial year.

1.139

Chemical Specialities Ltd (Mar 2009)
NOTES TO THE ANNUAL FINANCIAL
STATEMENTS (in part)
FOR THE YEAR ENDED 31 MARCH 2009 (in part)
Note 26. Commitments (in part)
Note 4. Operating Leases on Land and Buildings
The following current leases on land and buildings were cancelled. New leases were re-negotiated with a new landlord.
The leases are only effective after balance sheet date, are for
10 years and can only be cancelled on agreement by both
lessor and lessee. The residual risk remains with the lessor.
Minimum lease payments due in terms of the new leases are
reflected above.
11 Fisher Avenue, Epping, Cape Town
176 Jan Hofmeyer Road, Welkom
26 Axel Drive, Clayville, Gauteng
73 George Street, Kimberly
The following leases on land and buildings were re-negotiated
and are cancellable with 3 months notice. These leases are
no longer reflected above.
26-38 Edwin Swales Drive, Durban
31 Hunslett Drive, Phoenix, Durban
25 & 27Jaco Place, Durban

IFRS ATT 1.138

Business Combination
1.141

Aquarius Platinum (Dec 2009)
NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (in part)
Note 39. Events After Balance Sheet Date
On 6 July 2009, pursuant to a Scheme of Arrangement, Aquarius Platinum Limited (Aquarius) acquired 100% of the voting
shares of Ridge Mining plc (Ridge), a company registered
and headquartered in England and publicly listed on the AIM
market of the London Stock Exchange.
The acquisition of Ridge will build on the successful transformation of Aquarius into the fourth largest low cost platinum producer in the Bushveld Complex. Ridge’s flagship Blue
Ridge Mine is currently entering production and will further
diversify Aquarius’ portfolio, increase its resources base, add
new production ounces and longevity to its production profile
and add significant optionality with the new Sheba’s Ridge
project.
Ridge is a platinum group metal explorer and developer with
two key projects in the eastern limb of South Africa’s Bushveld
Complex, the 50% owned Blue Ridge project which is in the
start up phase and which shipped its first concentrate in April
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2009, and the 39% owned Sheba’s Ridge project which is
under feasibility study.
The total cost of the business combination was
US$113,108,751 and comprised the issue of equity instruments – both ordinary shares and options over ordinary
shares. Aquarius issued 33,478,376 ordinary shares with a
fair value of GBP 1.968 each, based on the quoted price of the
shares of Aquarius on 6 July 2009. The ordinary shares have a
total fair value of GBP 65,885,443 or US dollars 107,575,775.
Aquarius granted 14,089,324 replacement options over ordinary shares to cover the outstanding Ridge employee share
options, shareholder warrants, and options granted to joint
venture partners. The replacement options have a total fair
value of GBP 1,857,565 or US dollars 3,032,976.
The consolidated net assets of Ridge at 31 December 2008
was US dollars108,599,000 based on its 31 December 2008
Full Year Results. The Ridge Financial Statements for the period ended 30 June 2009 are in the process of being finalised
and the Group is currently undertaking an assessment of the
fair values of the assets, liabilities and contingent liabilities
of Ridge. Accordingly, it is impracticable to provide further
information.
2009
$’000

2008
$’000

Restructurings
1.142

Sappi Ltd. (Sep 2009)
NOTES TO THE GROUP ANNUAL FINANCIAL
STATEMENTS (in part)
Note 32. Events After Balance Sheet Date
On 22 October 2009, Sappi announced that it will enter into
a consultation process with the employee representatives at
its Kangas Mill in Finland. On 10 December 2009, Sappi announced the permanent closure of the mill, by no later than
the end of March 2010. Kangas Mill has the capacity to produce 210,000 tonnes of coated magazine paper annually and
employs approximately 150 employees. Sappi’s products produced at the Kangas Mill will be moved to and supplied from
the Lanaken Mill in Belgium and the Kirkniemi Mill in Finland.
On 30 October 2009, Sappi announced that it will begin the
process of consulting with staff and all other relevant stakeholders regarding its intention to close the Usutu Pulp Mill
in the Kingdom of Swaziland on 31 January 2010. With the
closure of the mill, Sappi would exit the unbleached softwood
flash-dried pulp market served by Usutu Pulp Mill. The mill has
a capacity of 190,000 tonnes annually. Sappi will continue to
seek future beneficiation opportunities for the profitable utilisation of the Usutu forests. This could include the introduction
of new investors.
At the end of September 2009, no provision had been raised
in respect of the proposed restructuring above.

Change in Foreign Exchange Rates
1.143

Repsol YPF S.A. (Dec 2009)
NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (in part)
Note 38. Subsequent Events
• With effect from January 11, 2010, Venezuela set new
rates of exchange for the bolivar against the US dollar
(Foreign Exchange Agreement No. 14). The exchange
rate prevailing until that date, of 2.15 bolivars per US
dollar, has been modified to 4.30 bolivars per dollar as
a general rule, although other rates of exchange apply
to certain transactions.
• Management is in the process of assessing the scope of
the new rules and their impact on Repsol’s businesses in
Venezuela. Nevertheless, since these businesses’ functional currency is the dollar, the new rules are not expected to have a significant impact on operating cash
flows.
• With effect from February 1, 2010, the field BarúaMotatán has been assigned to the mixed-ownership
company Petroquiriquire, S.A., which will be the operator and in which Repsol has a 40% interest. This transaction gives effect to the credit note received by Repsol
as part of the process of migrating the operating agreements over to the mixed-ownership company.
• On February 10, 2010 the Venezuelan Ministry for
Energy and Oil announced the adjudication of Carabobo
Block 1 of the Orinoco oil belt to a consortium including
Repsol. The mixed-ownership company that must be
incorporated to engage in the related oil activities will
be 60%-owned by CVP and 40%-owned by the winning
consortium, as follows: Repsol (11%), Petronas (11%),
ONGC (11%), Oil India Ltd (3.5%) and Indian Oil Co
(3.5%).
• On March 25, 2010, Repsol YPF sold a 5% interest in
Compañı́a Logı́stica de Hidrocarburos (CLH) to BBK for
an amount of €145 million (resulting in a €107 million
gain after taxes and minority interest). With this sale,
the Group has reduced its interest in CLH to 10%. In
addition, Repsol YPF is conducting a competitive bid
process to sell an additional 5% stake in CLH.
• On March 24, 2010 Gas Natural was granted a new
syndicated loan amounting to €4,000 million (€1,200
million taking into account Repsol YPF’s share in Gas
Natural) by 18 financial entities. This loan will allow Gas
Natural the repayment in advance of the loans received
for the acquisition of Unión Fenosa, S.A., which were
initially due in 2011 and 2013.
• On April 30, 2010 Gas Natural completed the sale to
Morgan Stanley Infraestructura and Galp Energia SGPS
and certain companies in their groups of the natural gas
distribution branch in 38 municipalities of the Region of
Madrid, the natural gas and electricity supply branch for
domestic-commercial customers and small and medium
size companies and the shared services branch in that
region This transaction was carried out as part of the
action plan adopted by the National Anti-Trust Commission in relation to the acquisition of Unión Fenosa and
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was subject to approval by the regulatory and anti-trust
authorities.
• On June 3, 2010 Gas Natural Fenosa completed the sale
to Mitsui & Co. and Tokio Gas of the entire shareholding
of several gas generation plants in Mexico, which had
been agreed in December 2009 subject to approval by
the regulatory and anti-trust authorities.

entity should use to translate nonmonetary items depends on
its measurement basis. When the item is carried at historical cost, an entity should translate the carrying value at the
exchange rate on the date of the original transaction. When
the item is carried at fair value, an entity should translate the
carrying value at the date it determined fair value. IAS 21
includes additional guidance for situations in which multiple
exchange rates prevailed or no exchange rate is available.
1.149 When an entity keeps its books and records in a cur-

IAS 21, THE EFFECTS OF CHANGES
IN FOREIGN EXCHANGE RATES
IFRSs Overview and Comparison to
U.S. GAAP
1.144 IAS 21, The Effects of Changes in Foreign Exchange

Rates, establishes the accounting for transactions and carrying amounts in foreign currencies, except derivative transactions and carrying amounts within the scope of IAS 39.
An entity should also apply IAS 21 in translating the results
and financial position of foreign operations that an entity
includes in its financial statements by consolidation, proportionate consolidation, or the equity method.
1.145 IAS 21 includes the following definitions relevant to

understanding the required accounting:
• Functional currency. The currency of the primary economic environment in which an entity operates.
• Presentation currency. The currency in which the financial statements are presented. (The presentation
currency is sometimes referred to as the reporting
currency.)
• Monetary items. Units of currency that an entity holds
or assets or liabilities that an entity expects to receive
or pay in fixed or determinable units of currency.
• Foreign operation. A subsidiary, associate, jointly controlled entity, or branch of the entity preparing financial
statements. The foreign operation bases or conducts its
activities in a country or currency different from that of
the reporting entity.
• Net investment in a foreign operation. The reporting
entity’s interest in the foreign operation’s net assets.
1.146 IAS 21 does not apply to either the presentation of

foreign currency transactions in the statement of cash flows
or the translation of cash flows of a foreign operation. An
entity should apply the requirements of IAS 7, Statement of
Cash Flows, to these issues.

rency other than its functional currency, IAS 21 requires the
entity to translate all amounts into the functional currency
when preparing its financial statements (that is, monetary
items are translated at the closing rate and nonmonetary items
are translated at either the historical exchange rate at the date
of recognition [if measured at historical cost] or the exchange
rate at the date when the fair value was determined [if measured at fair value]).
1.150 On translation or settlement of a monetary item, an

entity should recognize in profit or loss in the period in which
they arise any exchange differences arising from differences
in exchange rates from those used previously, except those
that form part of the entity’s net investment in a foreign operation. An entity should recognize the latter type of foreign
exchange difference in its consolidated financial statements in
other comprehensive income and then should reclassify these
differences to profit and loss on disposal of the net investment. Such differences are recognized either in the separate
financial statements of the entity or the individual financial
statements of the foreign operation.
1.151 Individual IFRSs may require a gain or loss on a par-

ticular nonmonetary item is to be recognized in other comprehensive income rather than profit or loss (for example,
revaluations of property, plant, and equipment carried at a
revalued amount). In these cases, an entity should also record
the effect of any foreign exchange difference in other comprehensive income. However, when an entity recognizes a
gain or loss on a nonmonetary item in profit or loss, it should
also recognize any foreign exchange difference in profit or
loss.
1.152 When an entity’s functional currency changes, an en-

tity should apply the requirements of IAS 21 prospectively
from the date of change.
1.153 When an entity uses a presentation currency different

measure a foreign currency transaction in its functional currency by applying the spot exchange rate between the foreign
and functional currencies at the date the transaction qualifies
for recognition under IFRSs (transaction date).

from its functional currency, IAS 21 requires it to apply the
following translation procedures:
a. Translate all assets and liabilities for each statement
of financial position presented (including comparative
items) at the closing rate on the balance sheet date.
b. Translate all income and expenses for each statement of
comprehensive income or separate income statement
presented (including comparatives) at the exchange
rate on the transaction date (or a rate that approximates
these rates).
c. Recognize resulting exchange differences in other
comprehensive income.
An entity that does not apply this translation method to these
statements is not in compliance with IFRSs.

1.148 At subsequent balance sheet dates, when the entity

1.154 When exchange differences relate to a partially-

Recognition and Measurement
IFRSs
1.147 On initial recognition, IAS 21 requires an entity to

keeps its books and records in its functional currency, it
should translate any foreign currency monetary items into
the functional currency at the closing rate. The method an

IFRS ATT 1.144
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interest.
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1.155 IAS 21 requires different procedures for translating

the financial statements of an entity whose functional currency is that of a hyperinflationary economy.
Author’s Note
See section 10 for a discussion of the requirements
applicable to hyperinflationary economies, including
illustrative examples.
1.156 With respect to acquisition of a foreign operation, an

entity should account for any goodwill or fair value adjustments as assets or liabilities of the operation measured in
the operation’s functional currency. An entity should use the
closing rate to translate these assets and liabilities into its
presentation currency. On disposal of the foreign operation,
an entity should reclassify the cumulative foreign exchange
differences from equity to profit or loss at the same time it
recognizes any gain or loss on disposal. IAS 21 also requires
an entity to account for loss of control; significant influence;
and joint control of subsidiaries, associates, and jointly controlled entities, respectively, even when the entity retains an
interest, as disposals for the purpose of reclassification of the
related cumulative foreign exchange difference.
U.S. GAAP
1.157 Like IFRSs, FASB ASC 830-10-15-3 requires an en-

tity to apply the functional currency approach to all foreign
currency transactions in its financial statements and to translate all foreign currency (a currency different from its reporting currency) financial statements that are incorporated in
the entity’s financial statements, whether by consolidation,
combination, or the equity method of accounting.
1.158 Like IFRSs, the FASB ASC glossary defines an en-

83

recognize in net income gains and losses on foreign currency
transactions that are designated and effective hedges of a net
investment in a foreign entity or intraentity transactions in
which settlement is not planned or anticipated in the foreseeable future (net investment) and the entities that are parties
to the transaction are included in the consolidated financial
statements of the reporting entity by consolidation, combination, or the equity method.
1.162 Like IFRSs, FASB ASC 830-30-45-3 requires an en-

tity to translate all financial statement items using a current
exchange rate, as follows:
• Assets and liabilities should be translated at the exchange rate at the balance sheet date.
• Revenues, expenses, gains, and losses should be translated at the exchange rate at the dates on which those
items were recognized.
Like IFRSs, FASB ASC 830-30-45-12 requires an entity
to include translation adjustments in other comprehensive
income.
1.163 Unlike IFRSs, FASB ASC 830-30-45-3 includes

guidance on the translation of accounting allocations (for
example, depreciation, cost of goods sold) and requires an
entity to use the current exchange rates applicable to the dates
those allocations are included in revenues and expenses (that
is, not the rates on the dates the related items originated).
Like IFRSs, paragraphs 10–11 of FASB ASC 830-10-55 permit the use of an average rate, but provide more guidance on
how an entity should determine the average.
1.164 Like IFRSs, FASB ASC 830-10-45-17 also requires

that, when the entity does not maintain its books and records
in its functional currency, it should remeasure the transaction
in the functional currency before translating to the reporting currency. Although IFRSs do not use the term remeasure, both IFRSs and FASB ASC require this process so as
to produce financial statements as if the entity had always
accounted for its transactions in the functional currency.

tity’s functional currency as the currency of the primary economic environment in which the entity operates; normally,
that is the currency of the environment in which an entity primarily generates and expends cash. Paragraphs 3–6 of FASB
ASC 830-10-45 and paragraphs 3–7 of FASB ASC 830-1055 provide similar guidance as that provided in IFRSs for
determining an entity’s functional currency.

1.165 FASB ASC 830-10 has specific guidance for an en-

1.159 For foreign currency transactions, FASB ASC 830-

1.166 Like IFRSs, FASB ASC 830-10-15-7 permits the

20-30-1, like IFRSs, requires an entity to recognize the assets,
liabilities, revenue, expenses, gains, and losses arising from
the transaction in the entity’s functional currency by translating each transaction into the functional currency at the
exchange rate in effect on the recognition date. FASB ASC
830-20-30-2 contains guidance similar to IAS 21 when there
are multiple exchange rates or no exchange rate.

translation of financial statements from one currency to another for purposes other than consolidation, combination, or
the equity method and does not provide guidance on the approach an entity should take in preparing such convenience
translations.

1.160 Like IFRSs, FASB ASC 830-20-35-1 requires an en-

tity to include a change in exchange rates between the functional currency and the currency in which the transaction is
denominated in income for the period of the change. Like
IFRSs, FASB ASC 830-10 distinguishes between monetary
and nonmonetary items. However, unlike IFRSs, FASB ASC
830-10-45-18 provides specific guidance on assets and liabilities that an entity should measure at historical rates.
1.161 Like IFRSs, paragraphs 2–3 of FASB ASC 830-20-35

require that an entity to adjust the carrying amounts of foreign currency balances to reflect the current exchange rate.
Similar to IFRSs, an entity should generally recognize these
gains or losses in net income. However, an entity should not

tity whose functional currency is that of a hyperinflationary
economy. However, this guidance is significantly different
than that required by IFRSs.

Disclosure
IFRSs
1.167 An entity should disclose the amount of foreign ex-

change differences recognized in profit or loss, except those
from financial instruments carried at fair value through profit
or loss, in accordance with IAS 39, and any net foreign exchange differences recognized in other comprehensive income. An entity should also disclose a reconciliation of the
beginning and ending balances in the related component of
equity in which such differences are accumulated.
1.168 When an entity’s presentation currency is different

from its functional currency, it should disclose this fact, its
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functional currency, and the reason for using a different presentation currency.
1.169 When an entity changes its own functional currency

or the functional currency of a significant foreign operation,
it should disclose this fact and the reason for the change.
1.170 An entity sometimes chooses to display its financial

statements or other financial statement information in a currency that differs from either the presentation or functional
currency for the convenience of readers. In this case, an entity
should clearly identify that this is supplemental information
to distinguish it from the information presented in compliance with IFRSs and should disclose both the display and
functional currencies and translation method used to achieve
the display amounts.
U.S. GAAP
1.171 Unlike IFRSs, FASB ASC 830-20-45-1 requires an

entity to disclose the aggregate transaction gain or loss included in net income, either in the statements or the notes.

• Amounts transferred from cumulative translation ad-

justments and included in determining net income for
the period as a result of the sale or complete or substantially complete liquidation of an investment in a foreign
entity
1.173 With respect to both transactions and translation, un-

like IFRSs, FASB ASC 830-30-50-2 advises that disclosure
of (a) a rate change that occurs after the balance sheet date of
the reporting entity’s financial statements or after the date of
the foreign currency statements of a foreign entity, if consolidated, combined, or accounted for by the equity method in the
financial statements of the reporting entity, and (b) the effects
of the rate change on any unsettled foreign currency transactions may be necessary if these effects are significant. In some
cases, it may not be practicable for the entity to determine the
changes to unsettled transactions, and the entity should state
that fact. FASB ASC 830-30-50-3 also explicitly encourages
entities to supplement the required disclosures with discussion of the potential effects of rate changes on their operating
results.

1.172 Like IFRSs, paragraphs 18–20 of FASB ASC 830-30-

45 require an entity to provide an analysis (reconciliation) of
the changes in the cumulative translation adjustment account
(equity), either in a statement or the notes. Unlike IFRSs,
FASB ASC 830-30-45-20 provides a list of the minimum line
items that an entity should disclose in this analysis, including
the following:
• Beginning and ending amounts of cumulative translation adjustments
• Aggregate adjustment for the period resulting from
translation adjustments and gains and losses from certain hedges and intraentity balances
• Amount of income taxes for the period allocated to
translation adjustments

Presentation and Disclosure
Excerpts—Continuing Application
Author’s Note
In the excerpts that follow, the statements of recognized
income and expense are comparable to statements of
comprehensive income.

Accounting Policy Disclosure
1.174

Total S.A. (Dec 2009)
CONSOLIDATED STATEMENT OF CHANGES IN
SHAREHOLDERS’ EQUITY (in part)

Common Shares Issued
(€ million)
As of December 31, 2008
Net income 2009
Other comprehensive income (Note 17)
Comprehensive income
Dividend
Issuance of common shares (Note 17)
Purchase of treasury shares
Sale of treasury shares(a)
Share-based payments (Note 25)
Other operations with minority interests
Share cancellation (Note 17)
Transactions with shareholders
As of December 31, 2009
(a)

Number Amount
2,371,808,074
5,930
—
—
—
—
—
—
—
—
1,414,810
3
—
—
—
—
—
—
—
—
(24,800,000)
(62)
(23,385,190)
(59)
2,348,422,884
5,871

Paid-In
Surplus and
Currency
Treasury Shares
Retained Translation
Earnings Adjustment
Number Amount
52,947
(4,876) (143,082,095)
(5,009)
8,447
—
—
—
246
(193)
—
—
8,693
(193)
—
—
(5,086)
—
—
—
38
—
—
—
—
—
—
—
(143)
—
2,874,905
165
106
—
—
—
(23)
—
—
—
(1,160)
—
24,800,000
1,222
(6,268)
—
27,674,905
1,387
55,372
(5,069) (115,407,190)
(3,622)

Treasury shares related to the stock option purchase plans and restricted stock grants.

IFRS ATT 1.169

Shareholders’s
Total
Equity—
ShareGroup Minority holders’
Share Interests
Equity
48,992
958 49,950
8,447
182
8,629
53
60
113
8,500
242
8,742
(5,086)
(189) (5,275)
41
—
41
—
—
—
22
—
22
106
—
106
(23)
(24)
(47)
—
—
—
(4,940)
(213) (5,153)
52,552
987 53,539
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CONSOLIDATED STATEMENT OF
COMPREHENSIVE INCOME(a) (in part)
For the Year Ended December 31,
(€ million)
Consolidated net income
Other comprehensive income
Currency translation adjustment
(a)

2009
8,629
(244)

Note 17. Shareholders’ Equity (in part)
Other Comprehensive Income
2008
10,953

Detail of other comprehensive income showing items reclassified from equity to net income is presented in the table below:

2007
13,535

(722)

(2,703)

In accordance with revised IAS 1, applicable from January 1, 2009.

For the Year Ended December 31 (€ million)
Currency translation adjustment
—Unrealized gain/(loss) of the period
—Less gain/(loss) included in net income

2009
(244)
(243)
1

2008
(722)
(722)
—

2007
(2,703)
(2,703)
—

NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (in part)

Presentation Currency Different from
Functional Currency

Note 1. Accounting Policies (in part)
C) Foreign Currency Translation
The financial statements of subsidiaries are prepared in the
currency that most clearly reflects their business environment.
This is referred to as their functional currency.

1.175

Emporiki Bank Romania SA (Dec 2009)
STATEMENT OF FINANCIAL POSITION (BALANCE
SHEET) (in part)

(i) Monetary Transactions
Transactions denominated in foreign currencies are translated
at the exchange rate on the transaction date. At each balance
sheet date, monetary assets and liabilities are translated at
the closing rate and the resulting exchange differences are
recognized in “Other income” or “Other expenses.”
(ii) Translation of Financial Statements Denominated in
Foreign Currencies
Assets and liabilities of foreign entities are translated into euros on the basis of the exchange rates at the end of the period. The income and cash flow statements are translated
using the average exchange rates for the period. Foreign exchange differences resulting from such translations are either
recorded in shareholders’ equity under “Currency translation
adjustments” (for the Group share) or under “Minority interests” (for the minority share) as deemed appropriate.

As at 31 December 2009
(All amounts are in EUR, unless stated otherwise)

Equity
Share capital
Other reseves
Revaluation reserve
Translation reserve
Accumulated deficit
Total equity

Note

31 December 2009

31 December 2008

24
25
25
25

53,712,422
570,659
185,465
(39,504)
(35,614,428)
18,814,614

56,987,570
605,455
(149,794)
589,681
(18,901,884)
39,131,028

STATEMENT OF COMPREHENSIVE INCOME
31 December 2009
(All amounts are in EUR, unless stated otherwise)
Year Ended 31 December 2009

Year Ended 31 December 2008

(18,354,651)
(2,288,413)
326,650
(20,316,414)

(7,768,580)
(1,155,186)
(149,794)
(9,073,560)

Statement of Comprehensive Income
Loss for the year
Exchange differences on translation to presentation currency
Net gains/(losses) on available-for-sale financial assets
Total comprehensive income for the year

STATEMENT OF CHANGES IN EQUITY (in part)
31 December 2009
(All amounts are in EUR, unless stated otherwise)

Balance at 31 December 2008
Net loss for the year
Total recognised loss
Net gain on available for sale financial assets
Effect of translation
Total comprehensive income
Balance at 31 December 2009

Share
Capital
56,987,570
—
—
—
(3,275,148)
(3,275,148)
53,712,422

Other
Reserves
605,455
—
—
—
(34,796)
(34,796)
570,659

Revaluation
Reserve
(149,794)
—
—
326,650
8,609
335,259
185,465

Translation
Reserve
589,681
—
—
—
(629,185)
(629,185)
(39,504)

Accumulated
Deficit
(18,901,884)
(18,354,651)
(18,354,651)
—
1,642,107
(16,712,544)
(35,614,428)

Total Equity
39,131,028
(18,354,651)
(18,354,651)
326,650
(2,288,413)
(20,316,414)
18,814,614
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STATEMENT OF CASH FLOWS (in part)
31 December 2009
(All amounts are in EUR, unless stated otherwise)
Note
Effect of translation to the presentation currency
Increase/(Decrease) in cash
Cash and cash equivalents at 1 January
Cash and cash equivalents at 31 December

NOTES TO THE FINANCIAL STATEMENTS
(All amounts expressed in EUR unless stated otherwise)
As at 31 December 2009.

Note 2. Summary of Significant Accounting Policies
(in part)
2.2. Foreign Currency Translation
(a) Functional and Presentation Currency
Items included in the financial statements of the Bank are
measured in the national currency of Romania, Romanian
Lei (“RON”), the currency of the primary economic environment in which the entity operates (‘the functional currency’).
The financial statements are presented in EUR (“presentation
currency”).
The reason for using a presentation currency different from
the functional currency is to meet the expectations of the
shareholders, of existing and potential providers of external
financing and other counterparties.
(b) Transactions and Balances
Monetary assets and liabilities are translated into the functional currency at the official exchange rate of the National
Bank of Romania (“NBR”) at the respective balance sheet
dates. Foreign exchange gains and losses resulting from the
settlement of the transactions and from the translation of monetary assets and liabilities into each entity’s functional currency at year-end official exchange rates of the NBR are
recognised in profit or loss. Translation at year-end rates
does not apply to non-monetary items, including equity investments. Effects of exchange rate changes on the fair value of
equity securities are recorded as part of the fair value gain or
loss.
At 31 December 2009 the exchange rate used for translating foreign currency balances was USD 1 = 2.9361 RON
(2008: USD 1 = RON 2.8342), EUR 1 = 4.2282 RON (2008:
EUR 1 = RON 3.9852) and RUB = 0.0977 RON (2008: RUB
1 = 0.0964 RON).
Changes in the fair value of monetary securities denominated in foreign currency classified as available for sale
are analysed between translation differences resulting from
changes in the amortised cost of the security and other
changes in the carrying amount of the security. Translation differences related to changes in the amortised cost are recognised in profit or loss, and other changes in the carrying
amount are recognised in equity.
Translation differences on non-monetary items, such as equities classified as available for sale financial assets, are included in the fair value reserve in equity.

IFRS ATT 1.175

26

31 December 2009
(3,561,527)
(11,584,524)
61,283,202
49,698,678

31 December 2008
(1,155,186)
24,769,235
36,513,967
61,283,202

(c) Translation From Functional to Presentation Currency
All assets and liabilities have been translated from the functional currency to the presentation currency at the closing rate
existing at the date of each balance sheet presented. Income
and expense items have been translated using an average
rate for the presented period. Share capital, retained earnings
and all other reserves are translated at closing rates. Finally,
all exchange differences resulting from translation have been
recognized directly as a separate component in equity.
2.3. Accounting for the Effect of Hyperinflation
Prior to 1 January 2004 balances and transactions were restated to reflect the changes in the general purchasing power
of the RON in accordance with IAS 29 (“Financial Reporting in Hyperinflationary Economies”). IAS 29 requires that
the financial statements prepared in the currency of a hyperinflationary economy be stated in terms of the measuring
unit current at the balance sheet date. As the characteristics of the economic environment in Romania indicate that
hyperinflation has ceased, effective from 1 January 2004 the
Bank has no longer applied the provisions of IAS 29. Accordingly, the amounts expressed in the measuring unit current
at 31 December 2003 are treated as the basis for the carrying amounts in these financial statements.
The restatement was calculated using the conversion factors derived from the Romanian Consumer Price Index
(“CPI”), published by the Comisia Nationala de Statistica. The
indices used to restate corresponding figures, based on 1998
prices (1998 = 100) for the five years ended 31 December
2003, and the respective conversion factors are:
Year
1999
2000
2001
2002
2003

Movement in CPI
54.8%
40.7%
30.3%
17.8%
14.1%

Indices
1.548
2.178
2.838
3.343
3.815

Conversion Factor
2.46
1.75
1.35
1.14
1.00

The main guidelines followed in restating the corresponding
figures were:
All relevant amounts were stated in terms of the measuring
unit current at 31 December 2003.
Monetary assets and liabilities held at 31 December 2003
were not restated because they were already expressed in
terms of the monetary unit current at 31 December 2003.
Non-monetary assets and liabilities (those balance sheet
items that were not expressed in terms of the monetary unit
current at 31 December 2003) and components of shareholders’ equity were restated from their historical cost by applying
the change in the general price index from the date the nonmonetary item originated to 31 December 2003.
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All items in the statement of income and cash flows were
restated by applying the change in the general price index
from the dates when the items were initially transacted to 31
December 2003.
Gain or losses that arose as a result of holding monetary
assets and liabilities for the reporting period ended 31 December 2003 were included in the statement of income as a
monetary gain or loss.

Note
Assets
Current assets:
Cash and cash equivalents
Short-term deposits
Short-term investments
Trade receivables
Other account receivables
Inventories
Total current assets
Non-current assets:
Deferred taxes
Long-term investments
Interest in a joint venture
Long-term receivables
Property and equipment, net
Total non-current assets

IAS 21 Disclosures With Convenience
Translation
1.176

C.M.T. Medical Technologies Ltd. (Dec 2009)
CONSOLIDATED BALANCE SHEETS
December 31
2008
2009
U.S. Dollars
(In Thousands)

Convenience Translation
(Note 2e)
December 31, 2009
Euro

3
4
8
5
6
7

6,727
2,871
—
2,415
904
2,377
15,294

9,062
3,654
1,410
3,002
611
1,279
19,018

6,287
2,535
978
2,083
424
887
13,194

21
8
9
10
11

1,158
4,188
670
243
634
6,893

1,493
721
—
58
742
3,014

1,036
500
—
40
515
2,091

22,187

22,032

15,285

Total assets

CONSOLIDATED BALANCE SHEETS

Liabilities and Equity
Current liabilities:
Trade payables
Warranty provisions
Income tax payables
Government grants
Other current liabilities
Total current liabilities

Note

Convenience Translation
(Note 2e)
December 31, 2009
Euro

3,277
48
344
—
2,569
6,238

1,724
68
278
200
2,216
4,486

1,196
47
194
139
1,537
3,113

2,184
561
—
2,745

—
428
108
536

—
297
75
372

Equity: (Note 19)
Share capital
Premium
Share-based payments reserve
Retained earnings
Treasury shares
Total equity

1,080
7,351
2,338
3,618
(1,183)
13,204

1,103
8,474
2,477
6,139
(1,183)
17,010

765
5,879
1,718
4,259
(821)
11,800

Total liabilities and equity

22,187

22,032

15,285

Non-current liabilities:
Government grants
Employee benefit liability
Interest in joint venture
Total non-current liabilities

12
13

December 31
2008
2009
U.S. Dollars
(In Thousands)

16
14

16
15
9

IFRS ATT 1.176
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CONSOLIDATED STATEMENTS OF
COMPREHENSIVE INCOME
Year Ended December 31
2008
2009

Convenience Translation
(Note 2d)
Year Ended December 31, 2009

U.S. Dollars
Note
Revenues from sale of products
Revenues from construction contracts
Total revenues
Cost of revenues from sale of products
Cost of revenues from construction contracts
Total cost of revenues
Gross profit
Operating expenses:
Research and development costs, net
Selling and marketing
General and administrative
Total operating costs and expenses
Other income (expenses), net
Profit (loss) from operations
Financial income
Financial expenses
Share of losses of a joint venture
Profit (loss) before income taxes
Income taxes
Profit (loss) from continuing operations
Profit (loss) from discontinued operations
Net profit (loss)

19,822
1,300
21,122
12,868
550
13,417
7,705

21a

21b

21c
21d
21e

21f
21g

20

Total comprehensive income
Basic and diluted profit (loss) per share

19e

Euro

(In Thousands), Except Per Share Data
21,413
—
21,413
11,970
—
11,970
9,443

14,855
—
14,855
8,304
—
8,304
6,551

5,910
2,198
2,968
11,076
(24)
(3,395)
511
(164)
(790)
(3,838)
281
(3,557)
(59)
(3,616)

2,685
1,560
2,967
7,212
4
2,235
559
(154)
(454)
2,186
335
2,521
—
2,521

1,863
1,082
2,058
5,003
3
1,551
388
(107)
(315)
1,517
232
1,749
—
1,749

(3,616)

2,521

1,749

(0.94)

0.66

0.46

CONSOLIDATED STATEMENTS OF CHANGES
IN EQUITY

U.S. Dollars in Thousands
Balance as of January 1, 2008
Purchase of treasury shares
Cost of share-based payments
Loss
Balance as of December 31, 2008
Exercise of options
Cost of share-based payments
Net profit
Balance as of December 31, 2009

Number
of Shares
3,857,773
(114,965)
—
—
3,742,808
96,667
—
—
3,839,475

Share
Capital
1,080
—
—
—
1,080
23
—
—
1,103

Premium
7,351
—
—
—
7,351
1,123
—
—
8,474

Share-Based
Payments
Reserve
2,172
—
166
—
2,338
—
139
—
2,477

Retained
Earnings
7,234
—
—
(3,616)
3,618
—
—
2,521
6,139

Treasury
Shares
(693)
(490)
—
—
(1,183)
—
—
—
(1,183)

Total
Equity
17,144
(490)
166
(3,616)
13,204
1,146
139
2,521
17,010

Convenience Translation in Euro (Note 2e)
Balance as of January 1, 2009
Exercise of options
Cost of share-based payments
Net profit
Balance as of December 31, 2009

IFRS ATT 1.176

3,742,808
96,667
—
—
3,839,475

749
16
—
—
765

5,100
779
—
—
5,879

(In Thousands)
1,622
—
96
—
1,718

2,510
—
—
1,749
4,259

(821)
—
—
—
(821)

8,160
795
96
1,749
11,800
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CONSOLIDATED STATEMENTS OF CASH FLOWS
Year Ended December 31
Convenience Translation (Note 2d)
2008
2009
Year Ended, December 31, 2009
U.S. Dollars
Euro
(In Thousands)
Cash flows from operating activities:
Net profit (loss)
Adjustments for:
Depreciation
Inventory write-off∗ )
Accrued severance pay, net
Gain from sale of property and equipment
Share of loss of a joint venture
Exchange differences
Accrued interest on Government grants
Increase in deferred taxes, net
Cost of share-based payments
Impairment of government grants liability
Operating cash flows before working capital changes
Decrease (increase) in trade receivables
Decrease in other current and non-current assets
Decrease (increase) in inventories
Decrease (increase) in balance with joint venture
Increase (decrease) in trade payables
Increase (decrease) in provision for warranty
Decrease in income tax payables
Increase (decrease) in other current liabilities
Changes in working capital
Net cash flows provided by (used in) operating activities

(3,616)

2,521

1,749

211
11
135
—
790
(3)
77
(281)
166
—
1,106
963
339
(562)
(322)
863
(18)
(32)
1,013
2,244
(266)

209
—
(133)
(12)
454
7
71
(335)
707
(2,631)
(1,663)
(587)
295
1,098
322
(1,553)
20
(66)
(115)
(586)
272

145
—
(92)
(8)
315
4
49
(232)
490
(1,825)
(1,154)
(407)
205
760
223
(1,077)
14
(46)
(80)
(408)
187

CONSOLIDATED STATEMENTS OF CASH FLOWS
Year Ended December 31
Convenience Translation (Note 2d)
2008
2009
Year Ended, December 31, 2009
U.S. Dollars
Euro
(In Thousands)
Cash flows from investing activities:
Proceeds from sale of property and equipment
Purchase of property and equipment
Purchase and realization of short and long-term investments
Net cash flows provided by investing activities
Cash flows from financing activities:
Proceeds from Government grants
Proceeds from exercise of stock options
Purchase of treasury shares
Net cash flows provided by (used in) financing activities
Increase in cash and cash equivalents from continuing operations
Cash and cash equivalents at beginning of year
Cash and cash equivalents at end of year
(a) Supplemental disclosure of cash flows activities:
Cash paid during the year for:
Taxes
Cash received during the year from:
Interest
Taxes

—
(173)
5,563
5,390

17
(331)
1,223
909

12
(230)
849
631

375
—
(490)
(115)
5,009
1,718
6,727

576
578
—
1,154
2,335
6,727
9,062

400
401
—
801
1,619
4,668
6,287

109

17

12

621
230

129
107

113
74
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NOTES TO CONSOLIDATED FINANCIAL
STATEMENTS (in part)
Note 2. Significant Accounting Policies (in part)
a. Basis of Presentation of the Financial Statements
The consolidated financial statements of C.M.T. have been
prepared on a historical cost basis. The consolidated financial statements are presented in U.S. dollars, and all values
are rounded to the nearest thousand, except when otherwise
indicated.
d. Functional and Presentation Currency
1. The majority of the Group’s sales are made outside
Israel in U.S. dollars, and a substantial portion of
Group’s costs is incurred in U.S. dollars or linked
thereto. Accordingly, the Company has determined the
U.S. dollar to be the currency of the primary economic
environment of each company in the Group and, thus,
the functional and presentation currency.
Transactions and balances denominated in U.S. dollars are presented at their original amounts. Monetary
assets and liabilities denominated in non-dollar currencies are translated at the exchange rate prevailing at
the balance sheet date. Transactions in nondollar currencies are recorded at the exchange rate prevailing at
the date of transaction. All transaction gains and losses
from remeasurement of monetary balance sheet items
denominated in non-dollar currencies are reflected in
the income statement as financial income or expenses,
as appropriate.
2. Convenience translation into Euro:
The financial statements have been translated into Euro
using the exchange rate as of December 31, 2009
(€1 = U.S. $1.4415). The translation was made solely
for the convenience of the reader. The amounts presented in these financial statements should not be construed to represent amounts receivable or payable in
Euros or convertible into Euros, unless otherwise indicated in these financial statements.

IAS 20, ACCOUNTING FOR
GOVERNMENT GRANTS AND
DISCLOSURE OF GOVERNMENT
ASSISTANCE
IFRSs Overview and Comparison
to U.S. GAAP
1.177 IAS 20, Accounting for Government Grants and Dis-

closure of Government Assistance, establishes the accounting
for government grants and disclosures of government grants
and other forms of government assistance. IAS 20 does not
address government grants included in the scope of IAS 41,
Agriculture; government participation in ownership of the
entity; government assistance in the form of tax benefits; or
special problems associated with changing prices.

IFRS ATT 1.177

1.178 IAS 20 defines a government grant to be government

assistance in the form of transfers of resources to an entity
in return for past or future compliance with certain conditions related to the entity’s operating activities, excluding
assistance that cannot reasonably be valued and transactions
that cannot be distinguished from the entity’s ordinary activities. Government assistance is defined as actions designed
to provide an economic benefit specific to a qualifying entity or entities, excluding benefits provided indirectly through
general governmental actions (such as trading constraints on
competitors). The term governments includes governments,
governmental agencies, and similar entities, whether local,
regional, national, or international.

Recognition and Measurement
IFRSs
1.179 IAS 20 prohibits an entity from recognizing a gov-

ernment grant, including a nonmonetary grant at fair value,
unless the entity is reasonably assured that it will receive the
grant and comply with the required conditions.
1.180 An entity should treat a forgivable loan from a gov-

ernment as a government grant when there is reasonable assurance that the entity will meet the terms for forgiveness of
the loan.
1.181 An entity should treat the benefit from receiving a

government loan at a below market rate as a government
grant. An entity should measure the initial carrying value of
the loan in accordance with IAS 39 and the benefit received
as the difference between the initial carrying value and the
loan proceeds. IAS 20 requires the entity to consider any
conditions or obligations it has met or should meet in the
future when determining costs associated with the benefit
received.
1.182 IAS 20 requires an entity to recognize the benefit from

a government grant in profit or loss on a systematic basis over
the periods that it incurs the expected costs related to the benefits from the grant. IAS 20 states that an entity would usually
recognize benefits of grants related to depreciable assets in
proportion to the depreciation expense recorded on these assets. An entity would recognize the benefits of other grants
when it incurs the costs and meets the grant’s conditions.
1.183 IAS 20 requires an entity to recognize in profit or loss

a grant related to costs it incurred in the past or to which no
conditions are attached when that grant is receivable.
1.184 An entity may recognize a nonmonetary grant at ei-

ther fair value or a nominal amount.
1.185 SIC 10, Government Assistance—No Specific Rela-

tion to Operating Activities, clarifies that government assistance can meet the definition of a government grant even
when the government does not place conditions on an entity’s operations beyond a requirement to operate in specific
geographic areas or industry sectors. SIC 10 does not permit
an entity to recognize such grants directly in equity.
1.186 If a government grant becomes repayable, an entity

should account for the change prospectively as a change in
accounting estimate, in accordance with IAS 8. To the extent
the repayment exceeds the carrying value of a related liability, or if no liability exists, an entity should recognize the
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difference in profit or loss immediately. When the repayment
relates to a depreciable asset, an entity should increase the
carrying value of the asset or the related deferred income by
the amount repayable and recognize immediately in profit or
loss the cumulative additional depreciation that would have
been recognized if it had not received the grant. IAS 20 notes
that such repayment may be an indicator of asset impairment.

Disclosure
IFRS
1.195 IAS 20 requires an entity to disclose the following

on recognition, measurement, presentation, or disclosure of
government grants or assistance, except for those received by
not-for-profit entities and entities in regulated industries.

information about government grants and, when appropriate,
government assistance that does not meet the definition of a
grant:
• Accounting policy and presentation methods adopted
• Nature and extent of such grants recognized and an indication of other forms of government assistance that
directly benefit the entity
• Unfulfilled conditions and contingencies related to recognized grants

1.188 Without specific guidance to the contrary, FASB ASC

1.196 When a grant is recognized in profit or loss when it

would require an entity to treat a loan from the government in
the same way as a loan from a private sector entity. Therefore,
like IFRSs, an entity would impute interest on loans made at
below market rates.

is receivable, an entity should disclose the circumstances of
the grant so users understand why immediate recognition was
appropriate.

1.189 In the specific implementation guidance on nonre-

U.S. GAAP

U.S. GAAP
1.187 Unlike IFRSs, FASB ASC does not include guidance

ciprocal transfers between an entity and nonowners, FASB
ASC 845-10-05-5 includes the example of a contribution of
land by a governmental unit for construction of productive
facilities by an entity. Like IFRSs, FASB ASC 845-10-301 states that for exchanges of nonmonetary assets, an entity
should measure the asset received at its fair value, unless the
fair value of the asset given up is more clearly evident. In
cases of government grants of nonmonetary assets, the asset is transferred in exchange for future services; hence, it is
more likely that the fair value of the asset received is more
clearly evident.

Presentation

1.197 FASB ASC does not include any specific disclosure

requirements for government grants.

Presentation and Disclosure
Excerpts—Continuing Application
Initial Recognition at Nominal Amount
1.198

Abu Dhabi Aviation PJSC (Dec 2009)

IFRSs
1.190 An entity may present government grants in the state-

ment of financial position either as deferred income or a reduction of the carrying value of the related asset.

CONSOLIDATED STATEMENT OF INCOME FOR
THE YEAR ENDED 31 DECEMBER 2009 (in part)

1.191 IAS 20 suggests that it would be appropriate for an

entity to show cash flows from government grants separately
in the statement of cash flows even when the grant is presented
in the balance sheet as a reduction of the related asset.
1.192 With respect to the statement of comprehensive in-

come, an entity may recognize the income from the grant in
the line item “other income” either as part of profit or loss or
as a reduction of the related expense.
1.193 IAS 1 does not require an entity to present govern-

ment grants separately in the financial statements, unless the
effect is material to an income or expense item.
U.S. GAAP

Amortisation of deferred income

Notes
21

2009
AED’000
19,278

2008
AED’000
9,639

CONSOLIDATED STATEMENT OF FINANCIAL
POSITION AS AT 31 DECEMBER 2009 (in part)
Equity and Liabilities
Non-current liabilities
Provision for end of service benefits
Non-current portion of term loan
Deferred income
Due to a related party
Total non-current liabilities

Notes
19
20
21
12

2009
AED’000

2008
AED’000

79,261
722,210
453,024
86,253
1,340,748

76.501
553,578
472,302
95.518
1,197,899

1.194 FASB ASC does not include specific presentation re-

quirements for government grants.
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CONSOLIDATED STATEMENT OF CHANGES IN
EQUITY FOR THE YEAR ENDED 31 DECEMBER
2009 (in part)

Balance at 1 January 2009
Effect of change in accounting policy for
classification and measurement of financial
assets (note 2.1)
Balance at 1 January 2009 as restated
Net profit for the year
Other comprehensive income/(loss) for the year
Total comprehensive income
Dividends
Equity arising upon control of a subsidiary
Transfer to legal reserve
Transfer to fleet replacement reserve
Transfer to insurance reserve
Transfer to general reserve
Balance at 31 December 2009

Share
Capital
AED’000
404,352

Share
Premium
AED’000
112,320

—
404,352
—
—
—

—
112,320
—
—
—
—
—
—
—
—
—
112,320

—
—
—
—
—
404,352

Reserves
AED’000
562,562
(8,201)
554,361
—
14,954
14,954
—
13,834
25,000
25,000
50,000
683,149

Retained
Earnings
AED’000
132,937

Attributable
to Owners of
the Company
AED’000
1,212,171

Noncontrolling
Interests
AED’000
147,279

8,201
141,138
133,494
(1,350)
132,144
(20,217)
254
(13,834)
(25,000)
(25,000)
(50,000)
139,485

—
1,212,171
133,494
13,604
147,098
(20,217)
254
—
—
—
—
1,339,306

—
147,279
4,848
—
4,848
213
—
—
—
—
152,340

Total
AED’000
1,359,450
—
1,359,450
138,342
13,604
151,946
(20,217)
467
—
—
—
—
1,491,646

CONSOLIDATED STATEMENT OF CASH FLOWS FOR
THE YEAR ENDED 31 DECEMBER 2009 (in part)

Operating activities
Amortisation of deferred income
Investing activities
Payments for property, plant and equipment
Proceeds from disposal of investment property
Insurance proceeds on property, plant and equipment written-off
Proceeds from disposal of investments at fair value through profit or loss
Proceeds from disposal of property, plant and equipment
Payments for available-for-sale investments
Net cash inflow arising upon control of subsidiaries
Finance income received
Net cash used in investing activities

NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (in part)
Note 3. Summary of Significant Accounting Policies
(in part)
Basis of Consolidation
The consolidated financial statements incorporate the financial statements of the Company and entities (including special
purpose entities) controlled by the Company (its subsidiaries).
Control is achieved where the Company has the power to govern the financial and operating policies of an entity so as to
obtain benefits from its activities.
The results of subsidiaries acquired or disposed of during
the year are included in the consolidated statement of income
from the effective date of acquisition of control or up to the
effective date of disposal, as appropriate.

IFRS ATT 1.198

Notes

2009
AED’000

2008
AED’000

21

(19,278)

(9.639)

5

(316,206)
—
—
3,680
542
—
287
6,365
(305,332)

(228,597)
51,100
39,376
32,081
31,671
(32,047)
47,290
3,367
(55,759)

7
7
31

Where necessary, adjustments are made to the financial
statements of subsidiaries to bring their accounting policies
into line with those used by other members of the Group.
All significant intra-group transactions, balances, income and
expenses are eliminated on consolidation.
Non-controlling interests in the net assets (excluding goodwill) of consolidated subsidiaries are identified separately
from the Group’s equity therein. Non-controlling interests consist of the amount of those interests at the date of the original
business combination and the non-controlling entity’s share of
changes in equity since the date of the combination. Losses
applicable to the non-controlling entity in excess of the noncontrolling entity’s interest in the subsidiary’s equity are allocated against the interests of the Company except to the
extent that the non-controlling entity has a binding obligation
and is able to make an additional investment to cover the
losses.
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The Company has the following subsidiaries over which it
exercises effective control.

Name of Subsidiary
Maximus Air Cargo L.L.C.
Royal Jet L.L.C.
Herbal Mill Gardens Limited
Dhafra Leasing L.L.C
ADA Real Estate Management and General Maintenance Ltd
Maximus Aviation Services Limited

Ownership
Interest
95%
50%
100%
100%
100%
57%

During 2009, control over Maximus Aviation Services Limited,
a subsidiary of Maximus Air Cargo L.L.C., has formally passed
to the Group.
Government Grants
Non-monetary government grants are recognised at nominal
value where there is reasonable assurance that the asset will
be received and the Group will comply with any attached conditions, where applicable.
Government grants whose primary condition is that the
Group should purchase, construct or otherwise acquire noncurrent assets are recognised as deferred income in the consolidated statement of financial position and transferred to
profit or loss on a systematic and rational basis over the useful lives of the related assets.
Other government grants are recognised as income over
the periods necessary to match them with the costs for which
they are intended to compensate, on a systematic basis. Government grants that are receivable as compensation for expenses or losses already incurred or for the purpose of giving
immediate financial support to the Group with no future related costs are recognised in profit or loss in the period in
which they become receivable.
Deferred income is recognised at the nominal value of
shares that was granted to the Company. Deferred income
is amortised on the basis of the agreed legal duration of the
related investment of 25 years.

Note 4. Critical Accounting Judgment and Key
Sources of Estimation Uncertainty (in part)
Key Sources of Estimation Uncertainty (in part)
Amortisation of Deferred Income
Note 11 describes the grant of equity shares of Maximus Air
Cargo L.L.C. by a government entity to the Company during
the year.
In determining the appropriate basis for recognising deferred income relating to the grant, the directors have considered the requirements of IAS 20 `Government Grants’ and the
purpose and requirements of the grant based on binding arrangements entered into with the government, related instructions and transfer of legal ownership to the Company. The directors are satisfied that after considering the above criteria,
the agreed legal duration of the investment of 25 years is an
appropriate basis for recognition of related deferred income.

Country of
Incorporation
UAE
UAE
Gibraltar
Hungary
UAE
United Kingdom

Principal Activity
Air cargo
Commercial air and transportation services
Investment property ownership
Representative office in Europe
Real estate and facilities
Air cargo services

Note 5. Property, Plant and Equipment (in part)
• The Abu Dhabi Government has granted the Group two
plots of land located in Khalifa City, Abu Dhabi which are
accounted for at nominal value of AED I.
• Property, plant and equipment include three cargo aircraft previously transferred to a subsidiary at no cost
from a governmental entity, accounted for at nominal
value of US$ 1 each at the time of transfer.

Note 11. Grant of Equity Shares
Effective 1 July 2008, a government entity granted the Company 95% of the share capital of Maximus Air Cargo L.L.C.
The results of Maximus Air Cargo L.L.C. are included in the
consolidated statement of income from the effective date of
control on 1 July 2008.

Note 31. Non-Cash Transactions

Transfer from property, plant and equipment to
inventories and trade receivables
Transfer from prepayments and other current
assets to property, plant and equipment
Transfer from investments held for trading to
available-for-sale investments

2009
AED’000

2008
AED’000

1,116

—

—

189,099

—

107,141

The consolidated statement of cash flow for the year ended
31 December 2009 presents the cash flow effect arising on
control of a subsidiary and accordingly the related changes
in assets and liabilities which are non-cash transactions are
excluded.
The assets and liabilities of subsidiaries relating to noncash transactions for the year ended 31 December 2009 are
as follows:

Current assets
Non-current assets
Current liabilities
Non-current liabilities

Equity Arising Upon Control of a
Subsidiary AED’000
357
—
177
—
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The consolidated statement of cash flow for the year ended
31 December 2008 presents the cash flow effect arising on
control of a subsidiary and effect of change from joint venture
to a subsidiary, and accordingly the related changes in assets
and liabilities which are non-cash transactions are excluded.
The assets and liabilities of the subsidiaries relating to noncash transactions for the year ended 31 December 2008 are
as follows:

Current assets
Non-current assets
Current liabilities
Non-current liabilities

Effect of Change
from Joint Venture
to a Subsidiary
AED’000
94,869
181,780
57,495
106,833

Equity Arising
Upon Control
of a Subsidiary
AED’000
51,441
496,828
22,348
666

Initial Recognition as Reduction of Carrying
Value of Depreciable Assets
1.199

Novartis AG (Dec 2009)
CONSOLIDATED BALANCE SHEETS (in part)
(At December 31, 2009 and 2008)
Note
Assets
Non-current assets
Property, plant & equipment

IFRS ATT 1.199
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10

2009
($ Millions)

14,075

2008

13,100

NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (in part)
Note 1. Accounting Policies (in part)
Land is recorded at acquisition cost less accumulated impairment, if any. Prepayments for long-term leasehold land agreements are amortized over the life of the lease.
Other items of property, plant & equipment are recorded at
acquisition cost or production cost and are depreciated on a
straight-line basis to the income statement over the following
estimated useful lives:
20 to 40 Years
Buildings
Other property, plant & equipment:
—Machinery and equipment
—Furniture and vehicles
—Computer hardware

7 to 20 years
5 to 10 years
3 to 7 years

Additional costs that enhance the future economic benefit
of property, plant & equipment are capitalized. Government
grants for construction activities and equipment are deducted
from the carrying value of the assets. With effect from January
1, 2009 as required by IAS 23, borrowing costs associated
with the construction of new property, plant and equipment
projects are capitalized. Such costs related to projects commencing prior to January 1, 2009 have been expensed. Property, plant & equipment is reviewed for impairment whenever
events or changes in circumstances indicate that the balance
sheet carrying amount may not be recoverable.
Grants from the government are recognized at their fair
value where there is a reasonable assurance that the grant
will be received and the Group will comply with all attached
conditions.
Government grants are deferred and recognized in the income statement over the period necessary to match them with
the related costs which they are intended to compensate.
Government grants relating to property, plant and equipment are deducted from the carrying value of assets credited
to the income statement on a straight-line basis over the expected lives of the related assets.
Government grants related to income are deducted in reporting the related expense.
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Note 10. Property, Plant & Equipment Movements

2009
Cost
January 1
Impact of business combinations
Reclassifications(1)
Additions
Disposals
Currency translation effects
December 31
Accumulated depreciation
January 1
Reclassifications(1)
Depreciation charge
Depreciation on disposals
Impairment charge
Currency translation effects
December 31
Net book value at December 31

Land
$ Millions

Buildings
$ Millions

Plant and Other
Equipment Under
Construction
$ Millions

658
2
50
5
(19)
13
709

8,560
21
782
93
(259)
183
9,380

2,440
2
(1,809)
1,453
(7)
97
2,176

12,315
39
977
332
(375)
347
13,635

23,973
64

(18)

(3,727)
5
(318)
251
(1)
(79)
(3,869)
5,511

(1)

(7,127)
(5)
(921)
327
(1)
(208)
(7,935)
5,700

(10,873)

(2)
7

(13)
696

Other Property,
Plant & Equipment
$ Millions

(7)
(8)
2,168

Insured value at December 31

Total
$ Millions

1,883
(660)
640
25,900

(1,241)
585
(9)
(287)
(11,825)
14,075
27,147

Net book value of property, plant & equipment
under finance lease contracts

4

Commitments for purchases of property, plant &
equipment
(a)

548

Reclassifications between various asset categories due to completion of plant & equipment under construction.

The Group was awarded government grants in the United
States for the construction of a manufacturing facility to produce flu vaccines. The contracts included a maximum of
$350 million cost reimbursement for construction activities
and equipment, of which $106 million was received by December 31, 2009. These grants were deducted in arriving at
the carrying value of the assets since the receipt of the respective government grant is reasonably assured. There are
no onerous contracts or unfulfilled conditions in connection
with this grant.
Borrowing costs on new additions to property, plant and
equipment have been capitalized since January 1, 2009 and
amounted to $1 million in 2009.

Note 22. Provisions and Other Current Liabilities
(in part)

Taxes other than income taxes
Restructuring provisions
Accrued expenses for goods and services
received but not invoiced
Provisions for royalties
Provisions for revenue deductions
Provisions for compensation and benefits
including social security and pension
funds
Environmental liabilities
Deferred income relating to government
grants
Deferred purchase consideration
Provision for legal matters
Accrued share-based payments
Other payables
Total provisions and other current liabilities

2009
$ Millions
484
97

2008
$ Millions
467
204

651
334
2,094

647
247
1,665

1,695
58

1,432
42

90
312
871
128
1,515
8,329

88
2
460
177
1,116
6,547

Provisions are based upon management’s best estimate and
adjusted for actual experience. Such adjustments to the historic estimates have not been material.
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Initial Recognition as Deferred Income
Amortized as Other Operating Income

NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (in part)

1.200

Note 3. Summary Of Significant Accounting Policies
(in part)

American Beverage Company—Ambev
(Dec 2009)

(u) Income Recognition

CONSOLIDATED INCOME STATEMENTS: (in part)
Years Ended December 31, 2009, 2008 and 2007
(Expressed in Millions
of Brazilian Reais)
Net sales
Cost of sales
Gross profit
Sales and marketing
expenses
Administrative expenses
Other operating
income/(expenses)
Special items
Income from operations

Note

6
7

Income is recognized when it is probable that the benefits
associated with a transaction will flow to the Company and
the income can be measured reliably.
Government Grants

2009
23,194.0
(7,731.9)
15,462.1

2008
20,713.2
(7,217.7)
13,495.5

2007
19,579.5
(6,599.2)
12,980.4

(5,542.0)
(1,478.1)

(4,956.3)
(1,037.0)

(4,609.1)
(1,012.9)

539.3
196.6
9,177.9

383.5
(59.2)
7,826.5

306.8
72.5
7,737.8

Government grants are initially recognized in the balance
sheet as deferred income when there is reasonable assurance that it will be received and that the Company will comply
with all the conditions attached to it. Grants that compensate
the Company for expenses incurred are recognized as other
operating income on a systematic basis in the same periods
in which the expenses related to it are incurred.

Note 6. Other Operating Income/(Expenses)

Government grants
Tax recovery
(Additions to )/reversal of provisions
Net gain on disposal of property, plant
and equipment and intangible assets
Net rental income
Net other operating income
(1)

2009
303.7
127.2
14.6

2008(1)
271.6
25.4
(29.1)

2007(1)
245.9
32.2
17.9

29.8
8.1
55.9
539.3

46.6
2.6
66.4
383.5

2.3
1.8
6.7
306.8

In 2008 and 2007 there were a reclass of R$33.2 and R$13.9 from
Tax recovery to Government grants.

Government grants are related to ICMS tax incentives granted
by some states in Brazil.

Note 11. Income Tax and Social Contribution (in part)
The reconciliation of the effective tax rate with the weighted
nominal tax rate can be summarized as follows:

Profit before tax
Adjustment on taxable basis
Non-taxable net financial income and other non-taxable income
Non-taxable intercompany dividends
Government grants related to sales taxes
Results on commodities hedges
Expenses non-deductible for tax purposes
Aggregated weighted nominal tax rate
Taxes—nominal rate
Adjustment on tax expenses
Government grant on income tax
Deductible interest attributed to shareholders
Tax saving from goodwill amortization on tax books
Changes in tax rate
Dividends withholding tax
Losses recognized in operations abroad, non-deductible
Other tax adjustments
Income tax and social contribution expense
Effective tax rate

IFRS ATT 1.200

2009
8,196.5

2008
6,638.0

2007
6,578.9

(650.9)
—
(263.4)
348.0
177.5
7,807.7
32.54%
(2,540.6)

(355.8)
(0.2)
(238.3)
(34.3)
177.6
6,186.9
32.69%
(2,022.5)

(217.1)
—
(244.0)
—
115.7
6,233.5
33.17%
(2,067.7)

198.5
346.8
142.8
—
(130.8)
(47.5)
(177.3)
(2,208.1)
26.94%

134.7
337.4
174.0
6.1
(71.5)(1)
(40.7)(1)
35.3
(1,447.2)
21.80%

137.8
368.6
168.7
(6.7)
(55.0)(2)
(44.2)(2)
(11.6)
(1,510.1)
22.95%
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Initial Recognition as Deferred Income
Amortized as Reduction of Depreciation
Expense
1.201

Flughafen Zürich AG (Dec 2009)
CONSOLIDATED BALANCE SHEET (in part)
(CHF 1,000)
Assets
Land
Buildings, engineering structures
Facilities in leasing
Projects in progress
Movables
Total property, plant and equipment
Intangible asset from right of formal expropriation
Other intangible assets
Investments in associates
Non-current financial assets of Airport of Zurich Noise Fund
Other financial assets
Non-current assets

Notes

31.12.2009

31.12.2008

(7)
(7)
(7)
(7)
(7)
(7)
(7)
(7)
(9)
(8)
(10)

109,547
2,295,490
56,457
195,511
90,074
2,747,079
233,336
6,359
15,571
97,922
11
3,100,278

109,547
2,391,016
62,337
93,403
91,849
2,748,152
238,970
9,520
7,952
72,965
1,125
3,078,684

Notes

2009
190,610
77,812
−8,376
−95,278
48,388
179,202
10,586

2008
121,314
79,213
7,612
0
25,934
178,021
8,893

(7)
(4)

−710
2,039
1,041

−746
2,535
1,154

(20)
(16)

−3,068
−25,154
265
−6,033
−20,391
350,933

−8,676
12,654
525
−10,184
−3,147
415,102

CONSOLIDATED CASH FLOW STATEMENT (in part)
(CHF 1,000)
Profit
Financial result, net
Share of profit or loss of associates
Gain on disposal of shares in associate
Income tax
Depreciation of property, plant and equipment
Amortisation of intangible assets
Dissolution of government subsidies and grants on buildings and
engineering structures
Losses from disposals of property, plant and equipment (net)
Share-based payments
Increase (–)/decrease (+) in inventories, trade receivables and other receivables
and prepaid expenses
Increase (+)/decrease (−) in current debt, excluding current financial liabilities
Increase (+)/decrease (−) in provisions for retirement benefit plans
Total expenses for sound insulation and formal expropriations
Income tax paid
Cash flow from operations

(5)
(9)
(9)
(6)
(7)
(7)
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NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (in part)
Unnumbered Note. Accounting Policies (in part)
Government Subsidies and Grants
The reported government subsidies and grants concern those
that were paid out prior to 1989. Grants and subsidies related
to investments are recognised as income over the useful life
of each asset, and they are reported in the income statement
as an adjustment to the depreciation of the related asset. All
government subsidies take the form of “à fonds perdu” grants
and do not have to be repaid.

Note 7. Changes in Non-Current Assets (in part)

(CHF Million)
Government
subsidies
and grants
Balance as of
31.12.2007
Disposals
Balance as of
31.12.2008
Disposals
Balance as of
31.12.2009

Intangible
Asset from
Right of
Formal
Expropriation

Other
Intangible
Assets

Investments
in
Associates

Other
Financial
Assets

Facilities
in
Leasing

Projects in
Progress

Movables

5.4
−0.7

0.0

0.0

0.0

5.6
−0.7

0.0

0.0

0.0

0.0

0.0

5.6
−0.7

0.1
−0.0

4.8
−0.7

0.0

0.0

0.0

4.9
−0.7

0.0

0.0

0.0

0.0

0.0

4.9
−0.7

0.1

4.1

0.0

0.0

0.0

4.2

0.0

0.0

0.0

0.0

0.0

4.2

Engineering
Structures

Buildings

0.0

0.1
−0.1

0.0

0.0

Land

Total
Property,
Plant and
Equipment

NonCurrent
Financial
Assets of
Airport of
Zurich
Noise
Fund

Total

Interest-free or Below Market Rate Loans
1.202

C.M.T. Medical Technologies Ltd. (Dec 2009)
CONSOLIDATED BALANCE SHEETS (in part)
December 31
2008

2009
U.S. Dollars

Note
Liabilities and equity
Non-current liabilities:
Government grants
Employee benefit liability
Interest in joint venture
Total non-current liabilities
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16
15
9

Convenience Translation
(Note 2e)
December 31, 2009
Euro

(In Thousands)

2,184
561
—
2,745

—
428
108
536

—
297
75
372
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CONSOLIDATED STATEMENTS OF
COMPREHENSIVE INCOME (in part)

Note
Profit (loss) from operations
Financial income
Financial expenses
Share of losses of a joint venture
Profit (loss) before income taxes
Income taxes
Profit (loss) from continuing operations

21f
21g

20

Convenience Translation
(Note 2d)
Year Ended December 31
Year Ended December 31,
2008
2009
2009
U.S. Dollars
Euro
(In Thousands), Except Per Share Data
(3,395)
2,235
1,551
511
559
388
(164)
(154)
(107)
(790)
(454)
(315)
(3,838)
2,186
1,517
281
335
232
(3,557)
2,521
1,749

CONSOLIDATED STATEMENTS OF CASH FLOWS
(in part)

(In Thousands)
Cash flows from operating activities:
Net profit (loss)
Adjustments for:
Depreciation
Inventory write-off ∗ )
Accrued severance pay, net
Gain from sale of property and equipment
Share of loss of a joint venture
Exchange differences
Accrued interest on Government grants
Increase in deferred taxes, net
Cost of share-based payments
Impairment of government grants liability
Operating cash flows before working capital changes
Cash flows from financing activities:
Proceeds from Government grants
Proceeds from exercise of stock options
Purchase of treasury shares
Net cash flows provided by (used in) financing activities

Year Ended December 31
2008
U.S. Dollars

2009

Convenience Translation
(Note 2d)
Year Ended December 31,
2009
Euro

(3,616)

2,521

1,749

211
11
135
—
790
(3)
77
(281)
166
—
1,106

209
—
(133)
(12)
454
7
71
(335)
707
(2,631)
(1,663)

145
—
(92)
(8)
315
4
49
(232)
490
(1,825)
(1,154)

375
—
(490)
(115)

576
578
—
1,154

400
401
—
801
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NOTES TO CONSOLIDATED FINANCIAL
STATEMENTS (in part)

Note 16: Government Grants

Note 2: Significant Accounting Policies (in part)

U.S. Dollars in Thousands
As of January 1,
Received during the year
Accrued interest
Released to profit and loss
As of December 31

December 31

a. Basis of Presentation of the Financial Statements:
(in part)
Changes in Accounting Policies in View of the Adoption
of New Standards: (in part)

2008
1,732
375
77
—
2,184

2009
2,184
576
71
(2,631)
200

IAS 20—Government Grants
Pursuant to an amendment to IAS 20, interest-free loans or
loans with a below-market rate of interest received by a company from the State will be accounted for upon initial recognition and in subsequent periods pursuant to the provisions
of IAS 39, “Financial Instruments: Recognition and Measurement.” Accordingly, the loans will be initially measured at fair
value and discounted at market interest. The difference between the loan amount received and the fair value will be
accounted for thereafter as a Government grant according to
the provisions of the Standard.
The amendment was adopted as a prospective change
from January 1, 2009 for Scientist’s grants received after that
date.
n. Government Grants
Government grants are recognized where there is reasonable
assurance that the grant will be received and the Company
will comply with the attached conditions.
Government grants from the Office of the Chief Scientist
in Israel for funding research and development activities that
include a liability to pay royalties to the State depending on future sales from development are recognized upon receipt as
a liability if an outflow of economic benefits from the research
activity has become probable and leads to sales entitling the
State to royalties. Amounts paid as royalties are recognized
as settlement of liability. When no such economic benefits are
probable, the receipts from the grant are deducted from research and development costs in the statement of income. In
such event, the royalty liability is accounted for as a contingent liability pursuant to IAS 37 until the date on which the
liability is recognized once all the above conditions are met.

Note 6: Other Account Receivables
December 31
U.S. Dollars in Thousands
Government authorities
Loans to employees(1)
Prepaid expenses
Interest receivable
Advances to suppliers
Other receivables
(1)

2008
264
35
122
75
—
408
904

2009
124
48
69
52
73
245
611

The loans are in NIS and bear interest at the rate of 4% which is
linked to the Consumer Price Index in Israel.

IFRS ATT 1.202

The Company participates in programs sponsored by the Israeli Government for the support of research and development
activities. The Company obtained grants from the Office of the
Chief Scientist in the Israeli Ministry of Industry, Trade and Labor (“the OCS”).
The Company is obligated to pay royalties to the OCS
amounting to 3%–3.5% of the sales of the products and
other related revenues generated from such projects, up to
an amount equal to 100% of grants received, linked to the exchange rate of the U.S. dollar, and bearing interest at LIBOR
from 1998.
On September 2009, the Company submitted an application to close one of the sponsored programs which has failed.
As a result, the Company released to the income statement
an amount of $ 2,631.
As of December 31, 2009, the liability for OCS grants is in
the amount of $ 200 ($ 2,184 thousand in 2008) which represents the amounts received during 2009 (including interest)
and not used due to failure of the program mentioned above.

Note 20: Income Taxes (in part)
g. Deferred Taxes
Deferred taxes are calculated using tax rate of 15% in 2008
and between 17%–23% in 2009. The tax rate is composed of
a weighted combination of the various applicable rates or tax
exemptions. Significant components of the Group’s deferred
tax assets are as follows:
December 31
U.S. Dollars in Thousands
Net operating losses
Employee benefits
Government grants
Research and development costs
Other deferred tax assets, net
Total deferred tax assets

2008
36
199
305
615
3
1,158

2009
308
174
34
958
19
1,493

U.S. Dollars in Thousands
Net operating losses
Employee benefits
Government grants
Research and development costs
Other deferred tax assets, net
Total deferred tax benefit

Year Ended December 31
2008
2009
44
(272)
(19)
25
(45)
271
(269)
(343)
8
(16)
(281)
(335)
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Note 21: Selected Statements of Income Data (in part)
g. Financial Expenses

U.S. Dollars in Thousands
Amortization
Exchange rate differences
Bank charges
Interest on Government grants

Year Ended December 31
2008
2009
12
51
46
—
29
32
77
71
164
154

Note 22: Financial Instruments (in part)

IAS 24, RELATED PARTY
DISCLOSURES
IFRSs Overview and Comparison
to U.S. GAAP
1.203 An entity should apply the requirements of IAS 24,

Related Party Disclosures, when identifying related party relationships and transactions; outstanding balances between
the related party and itself; and the circumstances when disclosure about these relationships, transactions, and balances
would be required. An entity should also determine the specific disclosures to provide in accordance with IAS 24.

Market Risk

Author’s Note

Market risk is the risk that the fair value of future cash flows
of a financial instrument will fluctuate because of changes in
market prices. Market prices comprise three types of risk: interest rate risk, currency risk and other price risk, such as equity risk. Financial instruments affected by market risk include
government grants, deposits and long-term investments.
The sensitivity analyses in the following sections relate to
the position as at 31 December 2009 and 2008.
The sensitivity analyses have been prepared on the basis
that the amount of net debt, the ratio of fixed to float interest
rates of the debt and derivatives and the proportion of financial
instruments in foreign currencies are all constant and on the
basis of the hedge designations in place at 31 December
2009.
The analyses exclude the impact of movements in market
variables on the carrying value of pension and other postretirement obligations, provisions and on the non-financial assets and liabilities of foreign operations.
The following assumptions have been made in calculating
the sensitivity analyses:
• The sensitivity of the income statement is the effect of
the assumed changes in interest rates on the net interest income for one year, based on the floating rate
non-trading financial assets and financial liabilities held
at 31 December 2008, including the effect of hedging
instruments.

In November 2009, the IASB revised IAS 24 by simplifying the definition of a related party, clarifying
its intended meaning, and eliminating inconsistencies
with the definition. The revisions also provide a partial exemption from the disclosure requirements for
government-related entities. The revised IAS 24 is effective for annual periods beginning on or after January
1, 2011. Early application is permitted. Because the survey companies selected for this edition generally have
annual periods ending on or before December 31, 2009,
the narrative text and illustrative excerpts that follow
may not reflect this newest revision to IAS 24.

Consumer Price Index (“CPI”) Rate Risk
The CPI rate risk is the risk that the fair value or future cash
flows of a financial instrument will fluctuate because of change
in market CPI rate. The goup’s exposure to the risk of changes
in market CPI rates relates primarily to the Company’s other
current assets and liabilities with interest rates.
CPI Rate Sensitivity
The Company’s exposure to the risk of changes in the CPI
rate sensitivity is immaterial.

Recognition and Measurement
IFRSs
1.204 For the purposes of IAS 24 disclosures, a party is

related to the entity if it has the following characteristics:
• Controls, is controlled by, or is under common control with the entity, directly or indirectly through an
intermediary
• Either has an interest in the entity that gives it either
significant influence or joint control over the entity, directly or indirectly through an intermediary, or is an
associate or joint venture of the entity
• Is a member of the key management personnel of the
entity or its parent
• Is a close family member of an individual who is a member of the key management personnel or other related
party with control, significant influence, or joint control
over the entity (close family member)
• Is an entity that a close family member controls, jointly
controls, or has significant influence over or with whom
significant voting power resides
• Is a postemployment benefit plan for the benefit of the
employees of the entity or any related party to the entity
1.205 Key management personnel are those persons hav-

ing authority and responsibility for planning, directing, and
controlling the activities of the entity, either directly or indirectly. This includes directors of the entity, regardless of
whether they are an executive. A close family member is
one who would be expected to influence or be influenced by
the individual in the family member’s interactions with the
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entity. An entity may consider the following to be close family members under IAS 24:
• Domestic partners
• Own and domestic partner’s children
• Other dependents

entity does not receivables and payables for key management
personnel separately on the balance sheet, it should present
in a note disclosure a disaggregation of the balance sheet
amounts in which such receivables or payables are included.
U.S. GAAP

U.S. GAAP
1.206 The FASB ASC definition of related parties is sim-

ilar, but not identical, to that in IAS 24. In the FASB ASC
glossary definition, related parties include the following:
• Entity’s affiliates (that is, parties that, directly or indirectly through one or more intermediaries, control, are
controlled by, or are under common control with an
entity)
• Entities for which investments in their equity securities
would be required to be accounted for by the equity
method by the investing entity, absent the election of
the fair value option
• Trusts for the benefit of employees, such as pension and
profit-sharing trusts that are managed by or under the
trusteeship of management
Author’s Note
The requirements of the previous bullet points are likely
a lower threshold for meeting the definition of a related
party than IAS 24 requires in its guidance related to
close family members.
• Principal owners of the entity and members of their

immediate families
• Entity’s management (that is, a person responsible for

achieving an entity’s objectives and who has the authority to establish policies and make decisions in pursuit of
these objectives, regardless of whether the person has a
formal title) and members of their immediate families
Author’s Note
Unlike IFRSs, directors are not specifically scoped into
the FASB ASC glossary definition of management.
However, directors have both the responsibility and authority to set and pursue an entity’s objectives.
• Other parties with which the entity may deal if one party

controls or can significantly influence the management
or operating policies of the other to an extent that one
of the transacting parties might be prevented from fully
pursuing its own separate interests
• Other parties that can significantly influence the management or operating policies of the transacting parties
or that have an ownership interest in one of the transacting parties and can significantly influence the other
to an extent that one or more of the transacting parties
might be prevented from fully pursuing its own separate
interests

Presentation
IFRSs
1.207 IAS 24 does not require a particular presentation of

related party information. IAS 1 requires separate presentation when the transactions or balances are material. If an

IFRS ATT 1.206

1.208 Unlike IFRSs, FASB ASC 850-10-50-2 requires sep-

arate presentation of notes or accounts receivable from officers, employees, or affiliated entities on the balance sheet
and prohibits an entity from including these accounts with
other notes receivable or accounts receivable. IFRSs permit
an entity to provide this disaggregation in a note disclosure.

Disclosure
IFRSs
1.209 An entity should disclose relationships between par-

ents and subsidiaries, regardless of whether there are transactions between the related party and the entity, including the
name of the entity’s parent and, if different, the ultimate controlling party. When neither the parent nor ultimate controlling party prepares publicly available financial statements, an
entity should disclose the name of the next most senior parent
that does prepare such statements.
1.210 An entity should disclose information about (a) the

compensation of key management personnel, both in total
and separately for each of the categories described in IAS
19, Employee Benefits (that is, short-term benefits, postemployment benefits, other long-term employee benefits, and
termination benefits), and (b) share-based payments, as described in IFRS 2, Share-based Payment.
1.211 In addition, when the entity has transactions with re-

lated parties, it should disclose the nature of the related party
relationship. At a minimum, an entity should also disclose
the following:
• Amounts of transactions
• Amounts of, and other information about, outstanding
balances, including the following:
— Terms and conditions
— Whether the balances are secured
• Details of any guarantees given or received
• Provision for uncollectible amounts and any bad debt
expense recognized during the period
IAS 24 does not require an entity to disclose this information for the comparative periods presented in the financial
statements.
1.212 IAS 24 requires an entity to make these disclosures

separately for each of the following: parent, entities with joint
control or significant influence over the entity, subsidiaries,
associates, joint ventures, key management personnel of the
entity and its parent, and other related parties. IAS 24 provides
examples of transactions that an entity would be expected to
disclose, including, for example, purchases or sales of goods;
property, plant, and equipment; and financing arrangements.
1.213 IAS 24 permits an entity to aggregate items of a simi-

lar nature, unless disaggregation is necessary for understanding the effects of the transactions in the entity’s financial
statements.
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U.S. GAAP
1.214 Like IFRSs, FASB ASC 850-10-50-6 requires an en-

Presentation and Disclosure
Excerpts—Initial Application

tity to disclose the nature of any control relationship even
when there are no transactions between the entities.

Early Adoption—Presentation of Investment
in Bonds of Related Party

1.215 Like IFRSs, FASB ASC 850-10-50-1 requires an en-

1.220

tity to disclose material related party transactions. However,
unlike IFRSs, this paragraph exempts the following from this
requirement:
• Compensation arrangements, expense allowances, and
other similar items in the ordinary course of business,
and
• Transactions that are eliminated in consolidation.
1.216 Like IFRSs, FASB ASC 850-10-50-1 requires an en-

tity to disclose the following:
• Nature of the relationships
• Description of the transactions and other information
necessary for understanding of the effects of the transactions on the financial statements
• Amounts of the transactions
• Outstanding balances and, if not otherwise apparent, the
terms and manner of settlement
1.217 Unlike IFRSs, FASB ASC 850-10-50-1 requires an

entity to disclose the amount of transactions for each period
for which the entity presents an income statement and to disclose the effects of any change in the method of establishing
the terms from that used in the preceding period. For outstanding balances, an entity should disclose the amount at
each balance sheet date presented.
1.218 Unlike IFRSs, FASB ASC 740-10-50-17 also in-

cludes guidance for disclosures about the tax effects of transactions between an entity and its affiliates when the entity
prepares separate (unconsolidated) financial statements.
1.219 Like IFRSs, FASB ASC 850-10-50-3 permits aggre-

gation of similar transactions by type of related party in certain circumstances.

JSC BTA Bank (Dec 2009)
CONSOLIDATED STATEMENT OF FINANCIAL
POSITION AS AT 31 DECEMBER 2009 (in part)
(Millions of Kazakhstani Tenge)
Note
Assets
Cash and cash equivalents
Obligatory reserves
Trading securities
Amounts due from credit institutions
Derivative financial assets
Available-for-sale investment
securities
Loans to customers
Bonds of NWF Samruk-Kazyna
Investments in associates
Property and equipment
Goodwill
Current income tax asset
Deferred tax assets
Other assets
Total assets

2009

2008

7
8
9
10
11

78,215
145
115,784
31,444
25,980

87,893
64,054
128,150
85,174
21,650

12
13
14
15

19,019
1,040,773
512,246
85,088
9,911
1,841
5,708
5,267
37,238
1,968,659

20,482
1,617,063
—
72,371
13,704
37,421
5,505
5,046
35,688
2,194,201

16
18
18

CONSOLIDATED STATEMENT OF INCOME FOR
THE YEAR ENDED 31 DECEMBER 2009 (in part)
(Millions of Kazakhstani Tenge)
Note
Interest income
Loans
Bonds of NWF Samruk-Kazyna
Investment securities, held for sale
Deposits in other banks
Trading securities

2009

2008

189,523
28,551
2,490
5,756
226,320
11,405
237,725

366,037
2,766
17,833
386,636
9,831
396,467
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CONSOLIDATED STATEMENT OF CHANGES IN
CASH FLOWS FOR THE YEAR ENDED 31
DECEMBER 2009 (in part)

Below is the list of major shareholders as at 31 December:

(Millions of Kazakhstani Tenge)
Note
Cash flows from investing activities
Purchase of available-for-sale
investment securities
Disposal of available-for-sale
investment securities
Purchase of bonds of NWF
Samruk-Kazyna
Acquisition of non-controlling interest
Investment in associates
Cash of disposed subsidiaries
Acquisition of subsidiaries, less
cash received
Dividends received from associates
Purchase of property and equipment
Proceeds from disposal of property
and equipment
Net cash used in investing activities

14:59

6

2009

2008

(17,943)

(58,061)

9,505

26,905

(645,000)
(292)
(3,269)
(1,996)

—
(8,970)
(33,690)
(15,170)

—
—
(4,531)

26,625
658
(5,251)

2,359
(661,167)

1,102
(65,852)

Note 1. Principal Activities
JSC BTA Bank and its subsidiaries (together the “Group”)
provide retail and corporate banking services, insurance services, leasing and other financial services in Kazakhstan,
Russian Federation, Belorussia, Georgia and Armenia. The
parent company of the Group is BTA Bank (the “Bank”), a joint
stock company. The Bank is incorporated and domiciled in the
Republic of Kazakhstan. Note 3 lists the Bank’s subsidiaries
and associates.
The address of the Bank’s registered office is: 97
Zholdasbekov Street, Samal-2, Almaty, 050051, Republic of
Kazakhstan.
The Bank accepts deposits from the public and extends
credit, transfers payments within Kazakhstan and abroad, exchanges currencies and provides other banking services to
its commercial and retail customers. In addition, the Group is
authorized to accept pension fund deposits. The Bank has a
primary listing in the Kazakhstani Stock Exchange (“KASE”).
Certain of the Group’s debt securities are listed on the Luxemburg Stock Exchange and London Stock Exchange with a
secondary listing on the KASE. Its head office is located in
Almaty, Kazakhstan. As of 31 December 2009 the Bank had
22 regional branches and 230 cash settlement units (as at 31
December 2008, the Bank had 22 regional branches and 279
cash settlement units), located throughout Kazakhstan and
representative offices in Shanghai, China; Moscow, Russia;
Kiev, Ukraine; Dubai, United Arab Emirates; London, Great
Britain.
National Welfare Fund Samruk-Kazyna is the ultimate parent (the “Parent” or the “Controlling shareholder”) of the
Group.

Shareholders
Common shares:
NWF Samruk-Kazyna JSC
KT Asia Investment Group B.V.
Drey Associates Limited
Strident Energy Limited
InvestCapital Company LLP
SMKK LLP
Yassy Invest LLP
Agroinvest LLP
CP-CreditPrive SA
Makta Aral Company LLP
Other less than 5%

2009
%

2008
%

75.10
2.40
2.40
2.38
0.70
—
1.79
1.78
1.68
—
11.77
100.00

0
9.66
9.65
9.56
8.14
7.77
7.19
7.15
6.74
6.67
27.47
100.00

As described in more detail in Note 2, in accordance with Law
of the Republic of Kazakhstan on Bank and banking activities
in February 2009 Agency of the Republic of Kazakhstan on
Regulation and Supervision of Financial Market and Financial
Organizations (the “FMSA”) made an offer to the Government
of the Republic of Kazakhstan to purchase a majority interest in BTA Bank JSC. The purchase was carried out through
an additional emission. As part of this emission, the Government represented by the Controlling shareholder purchased
25,246,343 shares at the price of KZT 8,401 per share that
resulted in KZT 212,095 million invested to the Bank’s equity and the share of the controlling shareholder in the Bank’s
equity amounted to 75.10%.
As of 31 December 2009 members of the Board of Directors and Management Board owned 37 ordinary shares or
0.0001% of issued capital (31 December 2008—111 shares
or 0.0013 %).
No dividends to common shareholders were paid during
2009 and 2008.

Note 4. Summary of Significant Accounting Policies
(in part)
Changes in Accounting Policies
IAS 24 “Related Party Disclosures” (Revised)
The revised IAS 24, issued in November 2009, simplifies the
disclosure requirements for government-related entities and
clarifies the definition of a related party. Previously, an entity
controlled or significantly influenced by a government was
required to disclose information about all transactions with
other entities controlled or significantly influenced by the same
government. The revised standard requires disclosure about
these transactions only if they are individually or collectively
significant. The revised IAS 24 is effective for annual periods
beginning on or after 1 January 2011, with earlier application
permitted. The Group has decided to early adopt the revised
IAS 24 from 1 January 2009.

Note 33. Related Party Transactions
In accordance with IAS 24 “Related Party Disclosures”, parties are considered to be related if one party has the ability to
control the other party or exercise significant influence over
the other party in making financial or operational decisions. In
considering each possible related party relationship, attention
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is directed to the substance of the relationship, not merely the
legal form.
Related parties, except those, who are subject to the restriction of the legislation, may enter into transactions which
unrelated parties might not, and transactions between related
parties may not be effected on the same terms, conditions and
amounts as transactions between unrelated parties.
(Millions of Kazakhstani Tenge)
As at 31 December 2009 and 2008 the Group had the following transactions with related parties.
31 December 2009

Loans outstanding at 1
January, gross
Loans issued during the
period
Loan repayments during
the period
Loans outstanding at 31
December, gross
Less: allowance for
impairment at 31
December

Shareholders

Entities Under
Common
Control

—

31 December 2008

Associates

Key
Management
Personnel

Other
Related
Parties

Associates

Key
Management
Personnel

Other
Related
Parties

Shareholders

—

—

1,295

7

—

—

8,210

1,352

—

15,575

—

153

7

—

—

1,439

2

—

(11,099)

—

(863)

(11)

—

—

(8,354)

(1,347)

—

4,476

—

585

3

—

—

1,295

7

—

—

—

—

—

—

—

—

—

Loans outstanding at 31
December, net

—

4,476

—

585

3

—

—

1,295

7

Interest income on loans

—

1,623

—

51

1

—

—

553

2

Interest rates
Maturities
Amounts due from credit
institutions (deposits)
Deposits at 1 January
Deposits placed during
the period
Deposits withdrawn
during the period

—
—

8%–16%
2010–2011

—
—

12%
2016

—
—

—
—

—
—

12%–19%
2010–2016

15%–19%
2010–2014

—

—

6,359

—

—

—

5,096

—

5,582

—

—

11,430

—

—

—

24,842

—

—

—

—

(14,556)

—

—

—

(23,579)

—

(5,582)

Deposits at 31
December

—

—

3,233

—

—

—

6,359

—

—

Interest income on
amounts due from
credit institutions

—

—

700

—

—

—

1,319

—

1,721

Interest rates
Maturities

—
—

—
—

10%–18%
2010–2014

—
—

—
—

—
—

12%–14%
2009

—
—

11%–14%
2008

IFRS ATT 1.220

P1: mmm
ACPA166-01(E)

AICPA

AICPA-IFRS-ATT.cls

December 18, 2010

106

14:59

IFRS Accounting Trends & Techniques

(Millions of Kazakhstani Tenge)
31 December 2009
Amounts Due from
Credit Institutions
(Loans)
Loans at 1 January
Loans placed during the
period
Loans withdrawn during
the period
Loans at 31 December,
gross
Less: allowance for
impairment at 31
December
Loans at 31 December,
net
Interest income on
amounts due from
credit institutions
Interest rates
Maturities
Amounts due to credit
institutions
Loans at 1 January
Loans received during
the period
Loans repaid during the
period

Shareholders

Entities Under
Common
Control

—

—

—

31 December 2008

Associates

Key
Management
Personnel

Other
Related
Parties

Associates

Key
Management
Personnel

Other
Related
Parties

Shareholders

7,329

—

—

—

9,497

—

8,398

—

7,840

—

—

—

26,394

—

—

—

—

(9,171)

—

—

—

(28,562)

—

(8,398)

—

—

5,998

—

—

—

7,329

—

—

—

—

(615)

—

—

—

(3,683)

—

—

—

5,383

—

—

—

3,646

—

—

—
—
—

—
—
—

370
4%–11%
2011–2013

—
—
—

—
—
—

—
—
—

—
7%–15%
2009-2013

—
—
—

—
8%–11%
2008–2013

—

—

6,883

—

—

—

430

—

558

—

138,445

73,974

—

—

—

494,489

—

—

—

(96,855)

(79,863)

—

—

—

(488,036)

—

(558)

Loans at 31 December

—

41,590

994

—

—

—

6,883

—

—

Interest expenses on
amounts due to credit
institutions

—

(40)

(232)

—

—

9%
2013–2016

6%–8%
2010–2012

—
—

—
—

—
—

11%
On demand
-2009

—

512,246

—

—

—

—

—

—

—

—

28,551

—

—

—

—

—

—

—

—

Interest rates
Maturities
Bonds of
Samruk-Kazyna
Interest income on
bonds of NWF
Samruk-Kazyna
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(Millions of Kazakhstani Tenge)
31 December 2009

Trading securities
Securities at 1 January
Securities purchased
during the period
Securities sold during
the period

Shareholders

Entities Under
Common
Control

—

31 December 2008

Associates

Key
Management
Personnel

Other
Related
Parties

Associates

Key
Management
Personnel

Other
Related
Parties

Shareholders

—

—

—

—

—

1,619

—

—

—

115,377

—

—

—

—

416

—

—

—

(67,168)

—

—

—

—

(2,035)

—

—

Securities at 31
December

—

48,209

—

—

—

—

—

—

—

Interest income on
financial assets

—

4,598

—

—

—

—

147

—

—

—
—

7%–11%
2013–2026

—
—

—
—

—
—

—
—

9%
2008

—
—

—
—

—

—

695

—

—

—

1

—

1,281

—

47,841

43,025

—

—

—

859,637

—

—

—

(47,841)

(42,932)

—

—

—

(858,943)

—

(1,281)

—

—

788

—

—

—

695

—

—

Interest rates
Maturities
Cash and cash
equivalents
Deposits at 1 January
Deposits received
during the period
Deposits repaid during
the period
Deposits at 31
December, gross
Less: allowance for
impairment at 31
December

—

—

—

—

—

—

(28)

—

—

Deposits at 31
December, net

—

—

788

—

—

—

667

—

—

Interest income on
deposits up to 90
days

—

—

202

—

—

—

64

—

9

Interest rates
Maturity

—
—

—
—

1%–18%
On demand

—
—

—
—

—
—

1%–12%
On demand
2009

—
—

—
On demand
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(Millions of Kazakhstani Tenge)
31 December 2009

Associates

Other
Related
Parties

Shareholders

—

—

705

287

—

2,617,811

—

562

(6)

(2,425,466)

—

Deposits at 31
December

—

192,345

—

Interest iexpense on
amounts due to
customers

—

(1,505)

—

(2)

—
—

4%–12%
2010–2011

—
—

—
—

—

94

1,165

3

—

—

(1,107)

Interest rates
Maturities
Commitments and
guarantees issued
Less: allowance for
impairment
Commitments issued,
net

Shareholders

6

31 December 2008
Key
Management
Personnel

Amounts due to
customers
Deposits at 1 January
Deposits received
during the period
Deposits repaid during
the period

Entities Under
Common
Control

Associates

Key
Management
Personnel

Other
Related
Parties

18

—

4,151

4,796

383

668

—

48,083

1,379

(1,242)

(663)

(680)

—

(51,529)

(5,888)

25

7

6

—

705

287

(6)

—

—

(113)

(34)

—
—

—
On demand

—
—

9%–13%
2009–2011

9%–10%
2009–2011

—

—

9,145

3

—

—

—

—

(7,741)

—

—

—

94

58

3

—

—

1,404

3

—

Interest rates
Maturities
Commitments and
guarantees received

—
—

—
—

2%
2010–2011

—
—

—
—

—
—

2%–3%
2009–2010

—
2009–2010

—
—

—

80

234

—

—

—

3,105

—

—

Interest rates
Maturities
Allowance for
impairment
Fee and commission
income
Other income
Fee and commission
expense
Other expense

—
—

—
—

—
—

—
—

—
—

—
—

2%
2009

—
—

—
—

—

—

—

—

—

—

(11,542)

—

—

—
—

—
—

69
—

—
—

—
—

—
—

163
28

1
1

68
—

—
—

—
—

—
(10)

—
—

—
—

—
—

(76)
(51)

—
—

—
—

As at 31 December the Group had the following transactions with related parties:
The aggregate remuneration and other benefits paid to
members of the Management Board and Board of Directors
for 2009 was KZT 460 million (2008—KZT 624 million).
As at 31 December 2009 the Bank had no loans issued to
the Group management for investment to mutual investment
funds, managed by a subsidiary of the Group (2008—KZT
807 million), all loans are presented by consumer loans.
Included in the table above are the following transactions
with related parties outstanding as at 31 December 2009 and
2008:
• Operations with associates such as: loans—including
provisioning matters, due from credit institutions (loans
issued and deposits placed) with the Group and guarantees and letters of credit to investees, and mutual investments.

IFRS ATT 1.220

• Shareholders: loans—including provisioning matters,
deposits placed with the Group.
• Members of Board of Directors: loans—including provisioning matters, deposits attracted with the Group, total
remuneration paid during the period.
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Presentation and Disclosure
Excerpts—Continuing Application
Author’s Note
None of the excerpts that follow reflect the revisions to
IAS 24 that are effective for annual periods beginning
on or after January 1, 2011.

Disaggregation of Income, Expenses,
and Various Transactions by Category
of Related Party
1.221

Repsol YPF S.A. (Dec 2009)
NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (in part)
Note 32. Information on Related Party Transactions
Repsol YPF undertakes transactions with related parties under general market conditions.

For the purposes of presenting this information, the following are considered to be related parties:
a. Major Shareholders: according to the most recent information available, the major shareholders in the company that are considered related parties of Repsol YPF
are:
— Sacyr Vallehermoso, S.A. owns 20.01% of the share
capital.
— Criteria Caixa Corp. S.A. (member of Caixa Group)
holds, directly and indirectly, 14.31% of the share
capital of Repsol YPF, S.A.
— Petróleos Mexicanos (Pemex) has an ownership interest of 4.806% through its subsidiaries Pemex International España, S.A. and various financial instruments (see Note 15.1).
b. Executives and Directors: includes members of the
Board of Directors and of the Executive Committee.
c. Group companies for the part not owned by the Group:
includes transactions with Group companies or entities
for the part not eliminated in the consolidation process
(corresponding to the non-owned portion in the proportionately consolidated companies and transactions undertaken with companies accounted for using the equity
method).
Income, expenses and other transactions recorded in 2009
with related parties were as follows:

Major
Shareholders
Expense and income:
Financial expenses
Management or cooperation agreements
Operating leases
Receipts from services
Purchase of goods (finished or in progress)
Other expenses
Total expenses
Financial income(1)
Management or cooperation agreements
Transfer of R&D and license agreements
Provision of services
Sale of goods (finished or in progress)
Other income
Total income

Millions of Euros
Executives and
Group Companies
Directors
or Entities

Total

5
—
2
6
2,081
9
2,103

—
—
—
—
—
—
—

—
1
8
370
4,783
12
5,174

5
1
10
376
6,864
21
7,277

23
—
—
36
323
4
386

—
—
—
—
—
—
—

23
6
1
26
910
57
1,023

46
6
1
62
1,233
61
1,409
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Major Shareholders
Other transactions
Purchase of property, plant and equipment, intangible and other assets
Finance agreements: credits and capital contributions (lender)(1)
Amortisation or cancellation of loans and leases (lessor)
Disposal of property, plant and equipment, intangible or other assets
Finance agreements: credits and capital contributions (lessor)(2)
Guarantees given
Guarantees received
Commitments acquired(3)
Cancelled commitments/guarantees
Dividends and other profit distributed(4)
Other transactions(5)
(1)
(2)
(3)
(4)
(5)

11
—
1
—
915
151
50
98
(1)
750
2,482

Millions of Euros
Executives and
Group Companies
Directors
or Entities
—
—
—
—
—
—
—
—
—
1
—

—
345
3
1
3
—
—
43,750
—
—
—

Total
11
345
4
1
918
151
50
43,848
(1)
751
2,482

See Note 33 “Information on the members of the Board of Directors and executives” for disclosure on loans granted to members of the Executive
Committee. The balance of these loans is less than €1 million.
Includes €403 million of credit facilities with Caixa Group.
Corresponds to purchase commitments prevailing at the financial statements date, net of committed sales.
Dividend distributed to Executives and Directors was under €1 million.
Includes short term investments in the amount of €747 million, exchange rate hedges in the amount of €736 million and interest rate hedges
in the amount of €806 million with the Caixa Group as counterparty.

The table below details the revenue and expense recognised in connection with related party transactions in 2008
and other related party transactions:

Major
Shareholders
Expense and Income:
Financial expenses
Management or cooperation agreements
Operating leases
Receipts from services
Purchase of goods (finished or in progress)
Other expenses
Total Expenses
Financial income(1)
Management or cooperation agreements
Provision of services
Sale of goods (finished or in progress)
Other income
Total Income

6
—
2
8
2,109
14
2,139
10
—
32
466
5
513

Major
Shareholders
Other Transactions:
Purchase of property, plant and equipment, intangible and other assets
Finance agreements: credits and capital contributions (lender)(1)
Finance agreements: credits and capital contributions (lessor)(2)
Guarantees given
Guarantees received
Commitments acquired(3)
Dividends and other profit distributed(4)
Other transactions(5)
(1)
(2)
(3)
(4)
(5)

6
—
2
8
2,109
14
466
5

Millions of Euros
Executives and
Group Companies
Directors
or Entities
—
—
—
—
—
—
—
—
—
—
—
—
—

Total

1
1
3
366
5,056
6
5,433
30
7
20
1,650
47
1,754

7
1
5
374
7,165
20
7,572
40
7
52
2,116
52
2,267

Millions of Euros
Executives and
Group Companies
Directors
or Entities

Total

—
—
—
—
—
—
—
—

1
1
3
366
5,056
6
1,650
47

7
1
5
374
7,165
20
2,116
52

See Note 33 “Information on the members of the Board of Directors and executives” for disclosure on loans granted to members of the Executive
Committee. The balance of these loans is less than €1 million.
Includes credit lines of €488 million contracted with La Caixa.
Corresponds to purchase commitments presently outstanding, net of sales commitments.
Dividends distributed to Executives and Directors amount to less than €1 million.
Includes short-term investments of €520 million, exchange rate hedging transactions of €216 million and interest rate hedging transaction of
€557 million contracted with La Caixa.
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The transactions performed by Repsol YPF, S.A. with its
Group companies, and by the Group companies among themselves, form part of the Company’s ordinary business activities in terms of their purpose and conditions. Sales to related parties are performed in accordance with the policies
described in Note 4.21

appropriations have been made and a dividend of at least 4%
has been declared.
Under the system established and approved by the Nomination and Compensation Committee, the amounts of the
annual remuneration earned in 2009 and 2008 by virtue of
membership of each of the Group’s governing bodies are as
follows:

Note 33. Information on the Members of the Board of
Directors and Executives
33.1) Remuneration of Directors
The remuneration received by the Executive Directors, as detailed under the paragraphs a, b and c of this Note, amount
to € 6.305 million, which means 0.404% of the net income
attributed to the parent company.
a) Due to Membership of the Board
In accordance with Article 45 of the bylaws, the Company may
pay remuneration equal to 1.5% of its net income to its Board
members each year, but this amount can only be paid once
the appropriations to the legal reserve and other obligatory

Antonio Brufau
Luis Suárez de Lezo
Antonio Hernández-Gil
Carmelo de las Morenas
Henri Philippe Reichstul
Paulina Beato
Javier Echenique
Artur Carulla
Luis del Rivero
Juan Abelló
Pemex Intern. España
José Manuel Loureda
Luis Carlos Croissier
Isidro Fainé
Juan Marı́a Nin
Ángel Durández
Ma Isabel Gabarró Miquel

Board
172,287
172,287
71,786
172,287
172,287
172,287
172,287
172,287
172,287
172,287
172,287
172,287
172,287
172,287
172,287
172,287
114,858

Governing Body
Board of Directors
Delegate Commitee
Audit and Control Committee
Strategy, Investment and Corporate Social
Responsability Committee
Nomination and Compensation Commitee

Euros
2009
2008
172,287
172,287
172,287
172,287
86,144
86,144
43,072
43,072

43,072
43,072

The remuneration earned in 2009 by the members of the
Board of Directors in their capacity as Board members in connection with the above-mentioned bylaw-stipulated directors’
emoluments amounted to € 4,914 million, the detail being as
follows:
Remuneration of Membership to Governing Bodies
Delegate C
Audit C
Nomination C
Strategy C
172,287
—
—
—
172,287
—
—
—
71,786
—
17,947
—
—
86,144
—
—
172,287
—
—
—
—
86,144
—
—
172,287
86,144
—
—
114,858
—
43,072
—
172,287
—
—
—
—
—
—
43,072
172,287
43,072
—
—
28,715
43,072
—
—
—
43,072
172,287
—
—
—
—
—
43,072
43,072
—
86,144
—
—
—
—
28,715
28,715

Total
344,574
344,574
161,519
258,431
344,574
258,431
430,718
330,217
344,574
215,359
387,646
244,074
215,359
344,574
258,431
258,431
172,288

Additionally, the following should be noted:
• The members of the parent’s Board of Directors have
not been granted any loans or advances by any Group
company, jointly controlled entity or associate.
• No Group company, jointly controlled entity or associate
has pension or life insurance obligations to any former
or current member of the parent’s Board of Directors,
except in the case of the Executive Chairman, and of
the General Counsel, who, as Executive Directors, are
subject to the commitments set forth in their respective
service agreements, which consider defined contribution systems.

the Group, have amounted to a total € 3.969 million, of which
€ 2.625 was earned by Mr. Antonio Brufau and € 1.344 million
by Mr. Luı́s Suárez de Lezo.
In addition, the multi-annual variable compensation paid to
Mr. Antonio Brufau, determined on the basis of the level of
success with respect to the objectives of the Medium-term
Incentives Program for senior management personnel corresponding to the 2009 period, totalled € 0.988 million. The
multi-annual variable compensation paid to Mr. Luis Suárez
de Lezo under said program totaled € 0.222 million.
These figures do not include the amounts reflected in the
following paragraph e).

b) Due to the Holding of Executive Posts and the Discharge
of Executive Duties

c) Due to Membership to the Boards of Directors of Affiliates

The annual monetary fixed and variable remuneration and
in kind (housing and miscellanea) received in 2009 by the
members of the Board of Directors who, during that period had
employment relationships or had performed executive tasks at

The remuneration earned in 2009 by the members of the parent’s Board of Directors in their capacity as directors of other
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Group companies, jointly controlled entities and associates
amounted to € 0.437 million, the detail being as follows:

Antonio Brufau
Luis Suarez de Lezo

14:59

YPF
67,738
67,917

Euros
Gas
Natural
CLH
265,650
—
— 35,869

Total
333,388
103,786

d) Due to Third-Party Liability Insurance Premiums
The members of the Board of Directors are covered by the
same third-party liability insurance policy as that covering all
the directors and senior management personnel of the Repsol
YPF Group.
e) Due to Life Insurance and Retirement Policies,
Contributions to Pension Plans and Long-Service Bonuses
The cost of the retirement, disability and death insurance policies and the contributions to pension plans and long-service
bonuses including, if applicable, the related payments on account, incurred by the Company on behalf of the members of
the Board of Directors with executive functions at the Group
amounted to € 2.747 million in 2009. Of this amount, € 2.468
million correspond to Mr. Antonio Brufau and € 0.279 million
to Mr. Luı́s Suárez de Lezo.
f) Incentives
Directors not holding executive positions at the Company have
not been paid multi-annual variable compensation.
33.2) Indemnity Payments to Members of the Board of
Directors
No director received any indemnity payment from Repsol YPF
in 2009.

33.4) Remuneration of Executives
a) Scope
For reporting purposes, in this section Repsol YPF deems
“executives” to be the members of the Repsol YPF Group’s
Executive Committee. This consideration, made purely for reporting purposes herein, neither substitutes nor implies an
interpretation of other “Top Management” or similar concepts
applicable to the Company under prevailing legislation (such
as Royal Decree 1382/1985), nor does it have the effect of
creating, recognising, amending or extinguishing any existing
legal or contractual rights or obligations.
The information included in this Note relates to the nine
persons who have been members of the Executive Committee of the Group in 2009, excluding, unless stated otherwise,
those who are also members of the Parent Company Board of
Directors, since the information relating to them is disclosed
in the paragraph 1) of this Note.
b) Wages and Salaries
Executives receive fixed and variable remuneration. The latter
consists of an annual bonus calculated as a given percentage
of the fixed remuneration earned on the basis of the degree
to which certain targets are met and, where appropriate, the
payment relating to the multi-annual incentive plan.
The total remuneration earned in 2009 by executives who
form or formed part of the Executive Committee, during the
period in which they belonged to the Committee, amounted
to € 12.652 million, the detail being as follows:
Description
Salary
Attendance fees
Variable remuneration
Compensation in kind

Millions of Euros
5.590
0.390
5.769
0.903

c) Executive Welfare Plan and Long Service Bonus
33.3) Transactions with Directors
Following is a disclosure of the transactions performed with
directors, as required by Law 26/2003, of July 17, which
amended Securities Market Law 24/1988, of July 28, and the
Joint Stock Companies Act, in order to reinforce the transparency of listed corporations.
Except for the remuneration earned, the dividends received
from the shares held by them and, in the case of institutional
outside directors, the transactions described in Note 32 (“Information on Related Party Transactions—Significant Shareholders”), the directors of Repsol YPF did not perform any
material related-party transactions with the Company or Repsol YPF Group companies outside of ordinary business or
under conditions other than market conditions.
Except as detailed in Appendix III, none of the directors
have ownership interests or hold positions in companies engaging in an activity that is identical, similar or complementary
to the activity constituting the corporate purpose of Repsol
YPF, and none of them have performed, as independent professionals or as employees, activities that are identical, similar
or complementary to the activity that constitutes the corporate
purpose of Repsol YPF.
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In 2009, the contributions made by the Group to its executives
in both instruments amounted to € 1.419 million.
d) Pension Fund and Insurance Premiums
The contributions made by the Group in 2009 to the hybrid
defined contribution pension plans for executives adapted to
the Pension Plans and Funds Law (see Note 4.16 and Note
21) plus the life and accident insurance premiums paid totaled
€ 0.493 million (this amount is included in the disclosures
reported in section b) above).
Executives are covered by the same civil liability insurance
policy as that covering all the directors and senior management personnel of the Repsol YPF Group.
e) Advances and Loans
At December 31, 2009, the Company had granted loans to its
executives amounting to € 0.272 million, which earned average interest of 3.062%. All these loans were granted before
2003.
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33.5) Indemnity Payments to Executives
In 2009 Repsol YPF paid € 9 million of indemnity payments
to Company executives in connection with the termination of
the contract and non-compete agreements.
33.6) Transactions with Executives
Except for the information disclosed in sections 4 and 5 of
this Note and the dividends pertaining to the shares of the
Company held by them, the executives of Repsol YPF did not
perform any material related-party transactions with the Company or Repsol YPF Group companies outside of ordinary
business or under conditions other than market conditions.
In addition, the executives to which this Note is referred
(see Note 33.4.a) have, in their respective contracts, the right
to receive a compensation in the event of termination of relationship with the company, provided that the termination was
not due to a breach of obligations of the such management
member, due to retirement, handicap or the employee’s voluntary withdrawal not founded in some of the compensable
assumptions gathered in the mentioned contracts.
Said compensations shall be recognised as a provision and
a personnel expense only when the termination of the relationship between the executive and the Group is due to a reason
that entitled him or her to such perception. The Group has
a collective insurance policy contracted which aims to guarantee the payment of such compensations to the executives
to which this Note is referred (see Note 33.4.a), including the
General Counsel Director.

(iii) Non-executive directors
P J Housden (appointed 17 October 2008)
D J Mangelsdorf
D B Trebeck
S L Tregoning (appointed 2 December 2008)
G D W Curlewis (resigned 17 October 2008)
D F Groves (resigned 18 May 2009)
(b) Other Key Management Personnel
The following persons also had authority and responsibility for
planning, directing and controlling the activities of the Group,
directly or indirectly, during the financial year and also for the
year ended 30 September 2009, except where indicated:
Name
B J Griffin
N P Hart
M P Henry
A N Johns
K J Lloyd
G R Mathason
R S Porcheron
S J Tainsh
I Wilton
J de Salis
A K Scott

Position
General Manager, Storage & Logistics (appointed
17 March 2009)
General Manager, Ports & New Business
General Manager, Merchandise
Chief Development Officer
General Manager, Country Operations
General Manager, Account Management
General Manager, Human Resources
General Manager, Trading
Chief Financial Officer (appointed 22 June 2009)
General Manager, AG Finance (position redundant
30 January 2009)
Chief Financial Officer (resigned 6 April 2009)

(c) Key Management Personnel Compensation
Consolidated
2009
2008
$
$

Management Compensation
Author’s Note
The related party disclosures of Graincorp Limited incorporate the disclosure requirements of IAS 24 as well
as those prescribed by the Australian Corporations Act
2001. Therefore, these disclosures may exceed those
discussed in IAS 24 alone.

1.222

Graincorp Limited (Sep 2009)
NOTES TO THE FINANCIAL STATEMENTS (in part)
Note 34. Key Management Personnel Disclosures and
Related Party Transactions
(1) Key Management Personnel Disclosures
(a) Directors
The following persons were directors of GrainCorp Limited
during the financial year.
(i) Chairman – non-executive
D C Taylor
(ii) Executive director
M D Irwin (Managing Director)

Short-term employee
benefits
Post-employment
benefits
Long-term benefits
Share-based payments
Termination payments

Parent Entity
2009
2008
$
$

4,959,938

4,237,022

—

—

385,706
75,847
983,235
118,000
6,522,726

467,784
84,880
471,518
528,424
5,789,628

—
—
—
—
—

—
—
—
—
—

Detailed remuneration disclosures are provided in sections
A-F of the remuneration report on pages 6 to 17.
(d) Equity Instrument Disclosures Relating to Key
Management Personnel
(i) Performance Share Rights provided as remuneration and
shares issued on exercise of such rights
Details of rights provided as remuneration and shares issued
on the exercise of such rights, together with terms and conditions of the rights, can be found in section H of the remuneration report on pages 19 to 21.
(ii) Performance Share Rights holdings
The numbers of performance rights in the Company held during the financial year by each director of GrainCorp Limited
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and other Key Management Personnel of the Group, including
their personally related entities, are set out below.
2009

Name
Directors of GrainCorp Limited
M D Irwin
Other key management personnel of the group
B J Griffin(1)
N P Hart
M P Henry
A N Johns
K J Lloyd
G R Mathason
R S Porcheron
S J Tainsh
I Wilton(2)
J de Salis(3)
A K Scott(4)
(1)
(2)
(3)
(4)

Balance at the
Start of the Year

Granted During
the Year as
Compensation

Other Changes
During the Year

Balance at the
End of the Year

Vested and
Exercisable at
the End of the
Year

47,098

—

—

47,098

—

—
101,542
17,957
103,186
109,267
39,121
28,793
103,186
—
85,227
20,974

—
—
—
—
—
—
—
—
—
—
—

—
(40,274)
—
(41,096)
(43,561)
(15,781)
(10,567)
(41,096)
—
(85,227)
(20,974)

—
61,268
17,957
62,090
65,706
23,340
18,226
62,090
—
—
—

—
7,840
—
8,000
8,480
3,072
2,057
8,000
—
—
—

B Griffin appointed 17 March 2009.
I Wilton appointed 22 June 2009.
J de Salis position redundant 30 January 2009.
A K Scott resigned 6 April 2009.

The numbers of options and performance share rights in the
Company held during the 2008 financial year by each director
of GrainCorp Limited and other Key Management Personnel
of the Group, including their personally related entities, are
set out below.
2008

Name
Directors of GrainCorp Limited
T B Keene(1)
M D Irwin(2)
Other key management personnel of the group
N P Hart
M P Henry
A N Johns
K J Lloyd
G R Mathason(4)
R S Porcheron(4)
J de Salis
A K Scott
S J Tainsh
J P Breeze(3)
(1)
(2)
(3)
(4)

Balance at the
Start of the Year

Granted During
the Year as
Compensation

Other Changes
During the Year

Balance at the
End of the Year

Vested and
Exercisable at
the End of the
Year

326,312
—

—
47,098

(326,312)
—

—
47,098

—
—

80,568
—
82,212
87,144
31,302
21,323
68,276
—
82,212
60,149

20,974
17,957
20,974
22,123
7,819
7,470
16,951
20,974
20,974
14,940

—
—
—
—
—
—
—
—
—
(75,089)

101,542
17,957
103,186
109,267
39,121
28,793
85,227
20,974
103,186
—

—
—
—
—
—
—
—
—
—
—

T B Keene retired 28 March 2008.
M D Irwin appointed 31 March 2008.
J P Breeze retired 2 April 2008. Performance share rights were forfeited.
Promoted to Executive on 11 April 2008.
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(iii) Share holdings
The numbers of shares in the Company and subsidiaries held
during the financial year by each director of GrainCorp Limited
and other Key Management Personnel of the Group, including
their personally related entities, are set out in the following
table:
2009

Name
Directors of GrainCorp Limited
Ordinary shares—held in the parent company,
GrainCorp Limited
D C Taylor
M D Irwin
P J Housden(3)
D J Mangelsdorf
D B Trebeck
S L Tregoning(4)
G D W Curlewis(1)
D F Groves(2)
Other key management personnel of the group
Ordinary shares—held in the parent company,
GrainCorp Limited

Balance at the
Start of the Year

Movements
Arising from
Changes in
Board/KMP
Status

Granted During
the Year as
Compensation

Other Changes
During the Year

Balance at the
End of the Year

7,453
—
—
7,006
29,203
—
—
1,591,055

—
—
—
—
—
—
—
(1,595,801)

—
—
—
—
—
—
—
—

2,895
8,730
3,900
4,382
4,877
5,400
—
4,746

10,348
8,730
3,900
11,388
34,080
5,400
—
—

—
1,321
86
1,208
2,197
2,123
522
2,633
—
521
—

—
—
—
—
—
—
—
—
—
(521)
—

—
—
—
—
—
—
—
—
—
—
—

3,050
2,499
480
99
12,400
390
99
—
6,900
—
—

3,050
3,820
566
1,307
14,597
2,513
621
2,633
6,900
—
—

B J Griffin(5)
N P Hart
M P Henry
A N Johns
K J Lloyd
G R Mathason
R S Porcheron
S J Tainsh
I Wilton(6)
J de Salis(7)
A K Scott(8)
(1)
(2)
(3)
(4)
(5)
(6)
(7)
(8)

G D W Curlewis resigned 17 October 2008.
D F Groves resigned 18 May 2009.
P J Housden appointed 17 October 2008.
S L Tregoning appointed 2 December 2008.
B Griffin appointed 17 March 2009.
I Wilton appointed 22 June 2009.
J de Salis position redundant 30 January 2009.
A K Scott resigned 6 April 2009.
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2008

Name
Directors of GrainCorp Limited
Ordinary shares—held in the parent company,
GrainCorp Limited
D C Taylor
D J Mangelsdorf
M D Irwin(1)
G D W Curlewis
D F Groves
D B Trebeck
G T Lane(8)
S J Millear(9)
T B Keene(2)
J W Eastburn(3)
R R Flanery(4)
R G Freeman(5)
Other key management personnel of the group
Ordinary shares—held in the parent company,
GrainCorp Limited
J P Breeze(6)
N P Hart
M P Henry
A N Johns
K J Lloyd
G R Mathason(7)
R S Porcheron(7)
J de Salis
A K Scott
S J Tainsh
(1)
(2)
(3)
(4)
(5)
(6)
(7)
(8)
(9)

Balance at the
Start of the Year

Movements
Arising from
Changes in
Board/KMP
Status

Granted During
the Year as
Compensation

Other Changes
During the Year

Balance at the
End of the Year

6,934
5,157
—
1,000
1,784,397
26,607
7,744
51
249,420
1,001
82,897
136,199

—
—
—
(1,000)
—
—
(7,744)
(51)
(250,368)
(1,001)
(82,897)
(136,199)

—
—
—
—
—
—
—
—
948
—
—
—

519
1,849
—
—
(193,342)
2,596
—
—
—
—
—
—

7,453
7,006
—
—
1,591,055
29,203
—
—
—
—
—
—

695
1,209
—
1,096
2,197
—
—
410
—
2,211

(833)
—
—
—
—
2,123
379
—
—
—

138
—
—
—
—
—
—
—
—
—

—
112
86
112
—
—
143
111
—
422

—
1,321
86
1,208
2,197
2,123
522
521
—
2,633

M D Irwin appointed 31 March 2008.
T B Keene retired 28 March 2008.
J W Eastburn resigned 6 June 2008.
R R Flanery resigned 22 February 2008.
R G Freeman resigned 3 June 2008.
J P Breeze retired 2 April 2008.
Promoted to Executive on 11 April 2008.
G T Lane resigned 23 May 2008.
S J Millear resigned 12 May 2008.

(e) Other Transactions with Key Management Personnel
Transactions for storage, handling, transport, testing, seed
sales and purchase of grain, fertiliser and other agricultural
products from directors or director-related entities took place
during both financial years covered by this report and occurred within a normal customer relationship on terms no
more favourable than those available on similar transactions to
other customers. Below are aggregate amounts due, from and
to directors, any other Key Management Personnel and their
director-related and KMP-related entities at balance date.
These balances are the result of transactions conducted under normal trading terms and conditions.
Directors and other Key Management Personnel who transacted business with the Group were M D Irwin, D J Mangelsdorf, D B Trebeck and A N Johns. (2008: M D Irwin, T B Keene,
G D W Curlewis, D B Trebeck, M P Henry, A N Johns and S J
Tainsh).

IFRS ATT 1.222

Consolidated
2009
2008
$
$
Current receivables
Director-related and
KMP-related entities(1)
Current payables
Directors and other Key
Management Personnel
Director-related and
KMP-related entities(2)

Parent
Entity
2009 2008
$
$

3,718,064

4,105,849

—

—

—

—

—

—

—

220,779

—

—

2009:
(1) Includes $3,298,719 receivable relating to Allied Mills Pty Ltd of
which M D Irwin and A N Johns are directors, $140,174 receivable from D J Manglesdorf, and $279,171 receivable from entities
related to D B Trebeck.
2008:
(1) Includes $4,075,453 receivable relating to Allied Mills Pty Ltd of
which M D Irwin and A N Johns are directors, and $29,225 receivable relating to Delta Agribusiness Pty Ltd of which A N Johns is
a director.
(2) Includes $165,010 payable relating to Austasia Grains Pty Ltd of
which S J Tainsh is a director.
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(2) Related Party Transactions
(a) Transactions with Related Parties—Wholly-Owned
Members of the Group
Details of wholly-owned members of the Group and ownership
interests in controlled entities are set out in note 35. Aggregate
amounts included in the determination of profit from ordinary
activities before income tax that resulted from transactions
with wholly-owned entities within the Group were as follows:

Fee for liabilities guarantee
Tax losses assumed from wholly owned tax
consolidated entities
Interest expense payable to subsidiaries
Interest revenue from subsidiaries

Parent Entity
2009
2008
$
$
3,603,996
6,203,133
—
13,324
4,794,363

19,645
4,020,092
5,684,974

(b) Transactions with Related Parties—Associates
Details of associated companies are shown in note 38. Aggregate amounts included in the determination of profit from
ordinary activities before income tax that resulted from transactions with associates were as follows:

Freight income from Allied Mills
Rental charge from Allied Mills
Sales income from Allied Mills
Purchases from Allied Mills
Interest received from Allied Mills
Storage income from Allied Mills
Agency service fees to Australian Grain Accumulation Services
Membership fees to National Grower Register Pty Limited (“NGR”)
Rental income from NGR
Interest income from NGR

Consolidated
2009
2008
$
$
31,274,512
14,365,260
44,174
16,441
119,396,985
176,855,862
9,554,642
348,024
1,179,282
1,811,751
13,165,396
7,785,433
939,666
2,046,219
260,422
247,721
5,080
13,000
108,966
123,107

Parent Entity
2009
2008
$
$
—
—
—
—
—
—
—
—
1,179,282
1,811,751
—
—
—
—
—
—
—
—
—
—

(c) Outstanding Balances in Relation to Transactions
with Related Parties
Aggregate amounts receivable from and payable to other related parties at balance sheet date were as follows:
Consolidated
2009
$
Subsidiaries
Current borrowings (note 21)
Non-current receivables (note 14)
Associates
Loan to NGR (note 14)
Loan to Wheat Australia (note 14)
Loan to Allied Mills (note 14)
Current receivable (note 10) loan interest Allied Mills

2008
$

Parent Entity
2009
$

2008
$

—
—

—
—

—
142,292,501

899,000
25,746,000

1,000,000
17,000
19,092,000
239,879

1,358,000
17,000
19,092,000
465,573

—
—
19,092,000
239,879

—
—
19,092,000
465,573
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A provision for impairment of advances to associated entities
of $1,000,000 has been raised in relation to the amount owing
by NGR (2008: $1,358,000). The Group received $358,000
in respect of this impaired advance during the year ended
30 September 2009. (2008: revenue $25,011). The impairment reversal is included in other expenses in the income
statement.
(d) Terms and Conditions
Transactions between GrainCorp and related parties in the
Group during the years ended 30 September 2009 and 2008
consisted of:
(i) loans advanced and repaid within the Group;
(ii) payment of dividends to GrainCorp;
(iii) management fees for administrative services paid to
GrainCorp;
(iv) liability guarantee fees paid to GrainCorp;
(v) sale of goods; and
(vi) reimbursement of expenses.
These transactions occurred within a normal customer relationship on terms no more favourable than those available on
similar transactions to other customers, except when there
is no interest or fixed terms for repayment on intercompany
loans within the Group. Outstanding balances are unsecured
and repayable in cash.

IFRIC 13, CUSTOMER LOYALTY
PROGRAMMES
IFRSs Overview and Comparison
to U.S. GAAP
1.223 IFRIC 13, Customer Loyalty Programmes, addresses

Recognition and Measurement
IFRSs
1.226 Paragraph 13 of IAS 18, Revenue, requires an entity

to apply the revenue recognition criteria separately to identifiable components of a single transaction in order to reflect
the substance of the transaction. IFRIC 13 requires an entity
to account for award credits as an identifiable component of
the sale transaction in which they are awarded to the customer. Therefore, an entity should allocate the consideration
received or receivable in these transactions among the award
credits and other goods or services received. An entity should
measure the amount allocated as the fair value of the amount
for which the award credits could be sold.
1.227

When an entity itself provides the awards, it should
recognize revenue when the award credits are redeemed and
it delivers the products or services awarded. The entity measures the amount of revenue based on the percentage of actual
award credits redeemed relative to the total award credits expected to be redeemed.

1.228

When a third party provides the awards, an entity
should determine whether, in giving award credits to customers, it is acting on its own account or as an agent for the
third party. When the entity collects consideration as an agent
for a third party, it should measure revenue only at the net
amount it retains, rather than the amount it collects, recognized only when the third party is entitled to the consideration
and obligated to provide the awards. The facts and circumstances of the arrangement should determine when this obligating event occurs, and it may not occur until the customer
redeems award credits. When an entity receives consideration
on its own account, it should recognize revenue when it provides the awards, measured as the amount of consideration
allocated to the redeemed award credits.

recognition and measurement of revenues and liabilities related to programs that provide incentives to customers to buy
an entity’s products or services. Although not formally defined in IFRIC 13, such programs usually grant points or
credits (award credits) that a customer can accumulate to
become eligible for awards that provide free or discounted
products or services. The entity may provide the products or
services directly or through a third-party entity. In addition,
rather than operating a program itself, an entity may participate in a program operated by another entity. Awards may
also be linked to continued purchases or interaction with the
company over time or to specific purchases.

1.229

1.224

1.230

IFRIC 13 applies to award credits that meet the following criteria:
• Entity grants the award credits to the customer as part
of a sales transaction.
• Customers, when qualified, can use the award credits in
the future to acquire other goods or services.

1.225

IFRIC 13 is effective for annual periods beginning
on or after July 1, 2008. Early application is permitted with
disclosure of that fact.

IFRS ATT 1.223

Obligations under award credit contracts may lead
to an onerous contract—one in which the costs to fulfill the
contract exceed the consideration received or receivable. If
the contractual obligation under an award credit contract becomes onerous, an entity should recognize a liability for the
excess, measured in accordance with IAS 37, Provisions,
Contingent Liabilities and Contingent Assets. IFRIC 13 explains that one circumstance in which an entity might need
to recognize a liability is when the entity revises its estimate
of award credits to be redeemed.
U.S. GAAP

FASB ASC does not include specific guidance on
accounting for the type of award credits or customer loyalty programs covered by IFRIC 13. These award credits are
explicitly scoped out of the guidance in FASB ASC 605-2515-2A on revenue recognition for multiple element arrangements. Therefore, an entity should evaluate other appropriate
guidance in FASB ASC to determine the most relevant guidance for its specific situation and apply those requirements
by analogy. Some entities may apply the guidance for multiple element arrangements and recognize revenue in a manner
similar to that required by IFRIC 13. Unlike IFRIC 13, other
entities may apply an incremental cost approach and would
recognize and measure revenues differently.
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Author’s Note
FASB and the IASB are currently working on a joint
project on revenue that includes guidance on customer
loyalty programs. In June 2010, FASB and the IASB
jointly published an exposure draft, Proposed Accounting Standards Update—Revenue Recognition (Topic
605): Revenue from Contracts with Customers, which
includes requirements on accounting for the issues
coverd by IFRIC 13.

Presentation
IFRSs
1.231

Application of IFRIC 13 does not affect presentation. IAS 1 requires separate presentation or disclosure if the
amounts are material.
U.S. GAAP

1.232

FASB ASC does not provide specific presentation
guidance on this issue.

Disclosure
IFRSs
1.233

IFRIC 13 does not include disclosure requirements
but does state that an entity should apply any necessary
change in accounting policy retrospectively and to provide
relevant disclosures in accordance with IAS 8.
U.S. GAAP

1.234

Disclosure requirements would depend on the particular section of FASB ASC that an entity uses to recognize
and measure revenue for these award credits.

Presentation and Disclosure
Excerpts—Initial Application
Change in Accounting Policy—No Material
Effect on Financial Statements
1.235

Galenica Ltd. (Dec 2009)
NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (in part)

of 1 January 2009, Galenica adopted the following new and
amended standards and interpretations. These changes have
no material impact on the financial statements of the Group.
IFRIC 13—Customer Loyalty Programmes
The interpretation provides guidance on the accounting treatment for customer loyalty programmes operated by manufacturers or service providers themselves, or by third parties.
The restatement from the first-time application of IFRIC 13,
which was recognised in retained earnings as at 1 January
2008, led to an increase of CHF 2.0 million in other liabilities as at 1 January 2008, and of CHF 2.2 million as at 31
December 2008. The adjustment led to an increase in sales
revenue reductions of CHF 0.2 million in the consolidated income statement. Earnings per share decreased by CHF 0.03
accordingly in 2008.

Note 3. Summary of Significant Accounting Polices
(in part)
Income (in part)
Net Sales
Net sales consisting of sale of goods and services correspond
to sales after deduction of price discounts, cash discounts,
bulk discounts and other discounts and loyalty bonuses from
customer retention programmes, as well as taxes linked directly to sales.
Sale of Goods
The sale of all products arising from the production and trading companies of Galenica is recognised as sale of goods.
The sale of products is recognised in sales upon the transfer of the principal risks and rewards to the purchaser and
once it is sufficiently certain the Galenica Group will enjoy an
economic benefit that can be reliably measured. In the retail
trade, the transfer of principal risks and rewards occurs with
the transfer of ownership to the purchaser or the legal transfer of ownership in accordance with recognised international
trading practice.
Should principal risks remain with Galenica following the
sale of products, the transaction is not considered a sale
and the revenue is not recognised. Price discounts, cash
discounts, bulk discounts and other discounts and loyalty
bonuses granted to customers are recognised on the basis
of sales. These reductions in revenue for receivables pending on the balance sheet date are estimated on the basis of
past experience, historical developments or contractual provisions, deducted from revenues and reported in the consolidated statement of financial position as accrued expenses
or a reduction in trade accounts receivable. Loyalty bonuses
from customer retention programmes are estimated on the
basis of past experience and deducted directly from the corresponding revenues and accrued at the time of the sales
concerned.

Note 2. Accounting Principles (in part)
Changes in Accounting Policies (in part)
The accounting policies adopted are consistent with those of
the previous financial year with the following exceptions. As
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Change in Accounting Policy—Retrospective
Adjustment to Financial Statements
1.236

Clicks Group Limited (Dec 2009)
CONSOLIDATED INCOME STATEMENT FOR THE
YEAR ENDED 31 AUGUST 2009

Continuing operations
Revenue
Turnover
Cost of merchandise sold
Gross profit
Other income
Expenses
Depreciation and amortisation
Occupancy costs
Employment costs
Other costs
Operating profit
(Loss)/profit on disposal of property, plant and equipment
Profit on disposal of business
Profit before financing costs
Net financing costs
Financial income
Financial expense
Profit before taxation
Income tax expense
Profit for the year from continuing operations
Discontinued operations
Profit for the year from discontinued operations
Total profit for the year

Notes

2009
R’000

2008 (Restated)
R’000

1

12,754,202

11,711,517

1

12,175,312
(9,657,930)
2,517,382
564,482
(2,372,694)
(113,665)
(352,055)
(1,156,928)
(750,046)
709,170
(7,177)
—
701,993
(54,773)
14,408
(69,181)
647,220
(174,619)
472,601

11,193,577
(8,984,267)
2,209,310
499,209
(2,118,071)
(95,378)
(306,488)
(986,128)
(730,077)
590,448
13,925
1,244
605,617
(51,184)
18,731
(69,915)
554,433
(146,897)
407,536

—
472,601

33,538
441,074

472,387
214
472,601

441,201
(127)
441,074

1
3
4
5
6

2
1

8

7

Attributable to:
Equity holders of the parent
Minority interest
Earnings per share (cents)
Continuing operations
Discontinued operations
Total

9
9
9

165.6
—
165.6

136.7
11.3
148.0

Diluted earnings per share (cents)
Continuing operations
Discontinued operations
Total

9
9
9

163.8
—
163.8

134.2
11.0
145.2
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CONSOLIDATED BALANCE SHEET
AT 31 AUGUST 2009
Notes
Assets
Non-current assets
Property, plant and equipment
Intangible assets
Goodwill
Deferred tax assets
Loans receivable
Current assets
Inventories
Trade and other receivables
Loans receivable
Cash and cash equivalents
Derivative financial assets
Total assets
Equity and liabilities
Equity
Share capital
Share premium
Share option reserve
Treasury shares
Other reserves
Distributable reserve
Equity attributable to equity holders of the parent
Minority interest
Non-current liabilities
Interest-bearing borrowings
Employee benefits
Deferred tax liabilities
Operating lease liability
Current liabilities
Trade and other payables
Employee benefits
Provisions
Interest-bearing borrowings
Income tax payable
Derivative financial liabilities
Total equity and liabilities

10
11
12
13
14
15
16
14
27.4
17

18
18
19
18
20

21
22
13
23
24
22
25
21
17

2009
R’000

2008 (Restated)
R’000)

1,361,915
829,513
302,313
96,124
88,243
45,722
2,819,291
1,421,496
908,398
11,342
409,754
68,301
4,181,206

1,252,989
734,485
302,141
85,811
72,482
58,070
2,332,333
1,370,889
807,897
8,064
101,139
44,344
3,585,322

1,125,263
3,029
—
24,549
(488,258)
(5,233)
1,588,891
1,122,978
2,285
317,753
37,428
91,134
83,351
105,840
2,738,190
2,408,117
240,596
6,254
29,877
33,316
20,030
4,181,206

1,141,604
3,242
121,461
23,832
(463,622)
39
1,456,506
1,141,458
146
370,635
61,460
130,866
80,216
98,093
2,073,083
1,827,998
104,262
7,630
54,180
75,956
3,057
3,585,322
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CONSOLIDATED STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 31 AUGUST 2009
Notes
Cash effects of operating activities
Profit before working capital changes
Working capital changes
Cash generated by operations
Interest received
Interest paid
Taxation paid
Cash inflow from operating activities before distributions
Distributions paid to shareholders
Net cash effects of operating activities
Cash effects of investing activities
Investment in property, plant and equipment and intangible assets to
maintain operations
Investment in property, plant and equipment and intangible assets to
expand operations
Proceeds from disposal of business
Acquisition of business net of cash acquired
Proceeds from disposal of property, plant and equipment
Decrease in loan receivables
Net cash effects of investing activities
Cash effects of financing activities
Share cancellation expenses
Purchase of treasury shares
Proceeds from disposal of treasury shares
Interest-bearing borrowings repaid
Net cash effects of financing activities
Net increase/(decrease) in cash and cash equivalents
Cash and cash equivalents at the beginning of the year
Cash and cash equivalents at the end of the year

IFRS ATT 1.236

27.1
27.2

27.3
26

27.6
27.7

27.5
27.4

2009
R’000

2008 (Restated)
R’000

825,407
489,583
1,314,990
14,346
(42,683)
(229,158)
1,057,495
(191,099)
866,396

722,059
(222,516)
499,543
18,773
(61,385)
(192,609)
264,322
(156,793)
107,529

(110,161)

(88,919)

(114,464)
—
(9,924)
1,600
14,319
(218,630)

(85,381)
316,356
(1,725)
35,286
7,522
183,139

(99)
(337,501)
42,387
(43,938)
(339,151)
308,615
101,139
409,754

(383)
(607,041)
43,972
(39,352)
(602,804)
(312,136)
413,275
101,139
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CONSOLIDATED STATEMENT OF CHANGES IN
EQUITY FOR THE YEAR ENDED 31 AUGUST 2009

Foreign currency
translation reserve
Share option reserve
Profit for the year—as
previously reported
As restated for the
adoption of IFRIC
13 “Customer
Loyalty
Programmes”
Distributions to
shareholders
Balance at 31 August
2008

Distributable
Reserve
R’000

Equity
Attributable
to Equity
Holders of
the Parent
R’000

Share
Capital
(Note 18)
R’000

Minority
Interest
R’000

Total
Equity
R’000

316,115

(11)

1,091,610

1,296,188

—

1,296,188

—

—

(1,641)

(1,641)

—

(1,641)

23,786

(258,548)

(11)

1,089,969

1,294,547

—

1,294,547

—

—

—

—

—

—

273

273

(118)

(165,484)

—

165,602

—

—

—

—

—

—

—

(383)

—

—

—

—

(383)

—

(383)

(25,790)

—

—

—

(389,816)

—

(47,394)

(437,210)

—

(437,210)

(32,086)

—

—

—

(481,182)

—

—

(481,182)

—

(481,182)

6,296

—

—

—

91,366

—

(47,394)

43,972

—

43,972

—

—

—

46

—

50

441,201

441,297

(127)

441,170

—
—

—
—

—
—

—
46

—
—

50
—

—
—

50
46

—
—

50
46

—

—

—

—

—

—

442,435

442,435

(127)

442,308

—

—

—

—

—

—

(1,234)

(1,234)

—

(1,234)

—

—

(148,663)

—

19,140

—

(27,270)

(156,793)

—

(156,793)

290,325

3,242

121,461

23,832

(463,622)

39

1,456,506

1,141,458

146

1,141,604

Share
Premium
(Note 18)
R’000

Share
Option
Reserve
(Note 19)
R’000

Treasury
Shares
(Note 18)
R’000

Other
Reserves
(Note 20)
R’000

3,360

435,991

23,786

(258,548)

—

—

—

—

316,115

3,360

435,991

—

—

—

—

—

Notes
Balance at
1 September 2007
As restated for the
adoption of IFRIC
13 “Customer
Loyalty
Programmes”
Restated balance at
1 September 2007
Acquisition of
subsidiary
Treasury shares
cancelled
Share cancellation
expenses written
off
Net cost of own
shares purchased
Treasury shares
purchased
Disposal of treasury
shares
Total recognised
income and
expenses for the
year

Net
Number of
Shares in
Issue
(Note 18)
’000

36

36
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Notes
Balance at 31 August
2008
Additional shares
issued
Acquisition of
subsidiary
Treasury shares
cancelled
Share cancellation
expenses written
off
Net cost of own
shares purchased
Treasury shares
purchased
Disposal of treasury
shares
Total recognised
income and
expenses for the
year
Foreign currency
translation reserve
Share option reserve
Profit for the year
Distributions to
shareholders

35

Balance at 31 August
2009

Net
Number of
Shares in
Issue
(Note 18)
’000

Distributable
Reserve
R’000

Equity
Attributable
to Equity
Holders of
the Parent
R’000

Share
Capital
(Note 18)
R’000

Minority
Interest
R’000

Total
Equity
R’000

290,325

39

1,456,506

1,141,458

146

1,141,604

(74,202)

—

—

—

—

—

—

—

(4,987)

—

(4,987)

1,925

(3,062)

—

—

300,899

—

(300,684)

—

—

—

—

(99)

—

—

—

—

(99)

—

(99)

(14,227)

—

—

-

(270,155)

—

(24,959)

(295,114)

—

(295,114)

(19,336)

—

—

—

(337,501)

—

—

(337,501)

—

(337,501)

5,109

—

—

—

67,346

—

(24,959)

42,387

—

42,387

—

—

—

717

—

(285)

472,387

472,819

214

473,033

—
—
—

—
—
—

—
—
—

—
717
—

—
—
—

(285)
—

—
—
472,387

(285)
717
472,387

—
—
214

(285)
717
472,601

—

—

(195,562)

—

18,822

—

(14,359)

(191,099)

—

(191,099)

276,306

3,029

—

24,549

(488,258)

(5,233)

1,588,891

1,122,978

2,285

1,125,263

Share
Premium
(Note 18)
R’000

Share
Option
Reserve
(Note 19)
R’000

Treasury
Shares
(Note 18)
R’000

Other
Reserves
(Note 20)
R’000

3,242

121,461

23,832

(463,622)

208

2

74,200

—

—

—

—

—

(215)

—

ACCOUNTING POLICIES (in part)
Clicks Group Limited is a company domiciled in South Africa.
The consolidated financial statements as at and for the year
ended 31 August 2009 comprise the company, its subsidiaries
and other entities that it controls (collectively referred to as
“the group”).
Basis of Preparation
The consolidated financial statements for the group and for
the company are prepared in accordance with International
Financial Reporting Standards (“IFRS”), its interpretations
adopted by the International Accounting Standards Board
(“IASB”) and the South African Companies Act (Act No. 61
of 1973), as amended.
The financial statements are presented in South African
Rands (“Rands”), rounded to the nearest thousand. They are

Standard/Interpretation
IAS 39 and IFRS 7 amendment
IFRIC 12
IFRIC 13
IFRIC 14

IFRS ATT 1.236

prepared on the basis that the group and the company are going concerns, using the historical cost basis of measurement
unless otherwise stated.
The accounting policies set out below have been applied
consistently in all material respects to all periods presented in
these consolidated financial statements, except for the adoption of IFRIC 13 “Customer Loyalty Programmes,” the impact
of which is disclosed in note 36.
Recent Accounting Developments (in part)
Impact of New International Financial Reporting Standards
Standards, Amendments and Interpretations Effective
for 2009
Clicks Group adopted the following IFRSs and International
Financial Reporting Interpretations Committee (“IFRIC”) interpretations in current financial year. Where there has been
an impact on the financial statements this is described further
in the table below.

Standard’s Name
Reclassification of Financial Assets
Service Concession Arrangements
Customer Loyalty Programmes
IAS 19—The Limit on a Defined Benefit
Asset, Minimum Funding Requirements
and their Interaction

Impact
No financial impact
No financial impact
Financial impact disclosed in note 36
No financial impact
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NOTES TO THE ANNUAL FINANCIAL STATEMENTS
(in part)
Note 1. Revenue From Continuing Operations
Group

Turnover(∗)
Financial income
Other income
Distribution and logistics fees
Rental income
Cost recoveries and other
(∗)

2009
R’000

2008
R’000

12,175,312
14,408
564,482
339,023
2,231
223,228
12,754,202

11,193,577
18,731
499,209
291,270
4,676
203,263
11,711,517

Comparative figures have been restated on implementation of
IFRIC 13 “Customer Loyalty Programmes.” See note 36 for further
details.

Note 8. Income Tax Expense
Group

Discontinued operations
South African normal tax
Current tax
Current year
Capital gains tax
Current year
Deferred tax
Current year
Foreign tax
Current tax
Current year
Total income tax expense
Reconciliation of rate of tax (%)
Standard rate—South Africa
Adjusted for:
Capital gains tax
Change in tax rate
Disallowable expenditure
Exempt income and allowances
Foreign tax rate variations
Foreign withholding tax
Prior-year overprovision
Secondary tax on companies deferred
Sale of business
Other
Effective tax rate
∗

Company

2009
R’000

2008
R’000

2009
R’000

2008
R’000

—

12,345

—

—

—

14,315

—

—

—

(29,349)

—

—

—
—
174,619

170
(2,519)
144,378

—
—
1,225

—
—
18

28.00

28.00

28.00

28.00

(0.29)
—
0.56
(1.55)
0.12
0.08
(0.13)
0.19
—
—
26.98

2.71
(0.33)
1.56
(3.90)
0.11
0.11
(0.15)
—
(3.52)
0.08
24.67

—
—
—
—
—
—
—
—
—
—
28.00

—
—
—
(28.00)
—
—
—
0.05
—
—
0.05

Comparative figures have been restated on implementation of IFRIC 13 “Customer Loyalty Programmes.” See note 36 for further details.

Subsidiaries of the group have estimated computed tax losses
of R23.9 million (2008: R37.9 million) available for set-off
against future taxable income of those subsidiaries. A deferred tax asset of R6.7 million (2008: R10.6 million) has been
recognised in respect of the total computed tax losses (see
note 13).

IFRS ATT 1.236
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Note 9. Earnings Per Share(∗)
Group

Reconciliation of headline earnings
Profit attributable to equity holders of the parent
Adjustments:
Profit from discontinued operations (see note 7)
Profit before tax from discontinued operations
Tax relating to discontinued operations
Basic earnings from continuing operations attributable to equity holders of the parent
Profit attributable to equity holders of the parent
Adjustments:
Loss/(profit) on disposal of property, plant and equipment
Loss/(profit) before tax
Tax
Profit on disposal of businesses
Profit before tax
Tax
Headline earnings

2009
R’000

2008
R’000

472,387

441,201

—
—
—
472,387

(33,538)
(31,019)
(2,519)
407,663

472,387

441,201

6,100
7,177
(1,077)
—
—
—
478,487

(12,412)
(13,921)
1,509
(29,162)
(24,893)
(4,269)
399,627

Earnings per share—continuing operations
Earnings per share—discontinued operations
Earnings per share
Headline earnings per share
Diluted earnings per share—continuing operations
Diluted earnings per share—discontinued operations
Diluted earnings per share
Diluted headline earnings per share
Reconciliation of shares in issue to weighted average number of shares in issue
Total number of shares in issue at the beginning of the year
Treasury shares held for the full year and/or cancelled
Treasury shares purchased during the year weighted for period held
Treasury shares utilised for share options weighted for period in issue
Weighted average number of shares in issue for the year

165.6
—
165.6
167.7
163.8
—
163.8
165.9

136.7
11.3
148.0
134.0
134.2
11.0
145.2
131.5

324,139
(33,814)
(7,629)
2,553
285,249

335,957
(19,842)
(21,213)
3,264
298,166

Reconciliation of weighted average number of shares in issue to weighted average diluted
number of shares in issue
Weighted average number of shares in issue for the year
Dilutive effect of share options and forward purchase of shares
Weighted average diluted number of shares in issue for the year

285,249
3,100
288,349

298,166
5,681
303,847

(∗)

Comparative figures have been restated on implementation of IFRIC 13 “Customer Loyalty Programmes.” See note 36 for further details.
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Note 13. Deferred Tax Assets/(Liabilities)
Group

Company

Balance at the beginning of the year
Acquisition of business
Current deferred tax charge/(credit)
Balance at the end of the year

2009
R’000
88,243
(83,351)
4,892
(7,734)
1,406
11,220
4,892

2008
R’000
72,482
(80,216)
(7,734)
(46,288)
—
38,554
(7,734)

2009
R’000
—
—
—
1,203
—
(1,203)
—

2008
R’000
1,203
—
1,203
1,221
—
(18)
1,203

Arising as a result of:
Capital gains tax
Employee obligations
Income and expense accrual∗
Inventory
Onerous leases
Operating lease liability
Prepayments
Property, plant and equipment
STC credits
Tax losses
Trademarks
Other
Balance at the end of the year

(27,795)
90,206
27,151
19,653
1,751
29,721
(4,907)
(58,783)
528
6,699
(76,172)
(3,160)
4,892

(25,850)
65,107
30,389
14,753
2,136
27,553
(179)
(57,703)
1,611
10,621
(76,172)
—
(7,734)

—
—
—
—
—
—
—
—
—
—
—
—
—

—
—
—
—
—
—
—
—
1,203
—
—
—
1,203

Deferred tax assets
Deferred tax liabilities∗

∗

Comparative figures have been restated on implementation of IFRIC 13 “Customer Loyalty Programmes.” See note 36 for further details.

The capital gains deferred tax liability arises on the revaluation of a forward purchase of shares by the company in a
subsidiary company.
In respect of the deferred tax assets recognised by two
subsidiary companies, the directors consider that sufficient
future taxable income will be generated by those subsidiary
companies to utilise the deferred tax assets recognised.
The tax loss relates primarily to two (2008: one) subsidiaries.

Note 24. Trade and Other Payables(∗)
Group
The Following are Included in Trade and Other Payables:
Trade payables
ClubCard deferred income (see note 24.1)
Non-trade payables and accruals
(∗)

2009
R’000
2,078,130
58,921
271,066
2,408,117

2008
R’000
1,462,966
47,909
317,123
1,827,998

Comparative figures have been restated on implementation of IFRIC 13 “Customer Loyalty Programmes.” See note 36 for further details.
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24.1 ClubCard Deferred Income
The deferred income relating to ClubCard discount is determined based on the value of unredeemed vouchers in issue
as well as the value of discount on qualifying sales that have
not been converted into vouchers.
Based on the historic redemption rate, it is assumed that
85% of all vouchers in issue are ultimately redeemed.
Estimates are made based on historic trends regarding the
value of discount on qualifying sales that will ultimately convert
into vouchers issued.

Note 36. Impact of Adoption of IFRIC 13
IFRIC 13 “Customer Loyalty Programmes,” effective for periods beginning on or after 1 July 2008, addresses accounting
by entities that operate or otherwise participate in customer
loyalty programmes for their customers.
IFRIC 13 applies to sales transactions in which the entities
grant their customers award credits that, subject to meeting
further qualifying conditions, the customers can redeem in
the future for free or discounted goods or services. The interpretation requires that an entity recognises credits that it
awards to customers as a separately identifiable component
of revenue, which would be deferred at the date of the initial
sale.
The impact of IFRIC 13 is as follows:

Consolidated Income Statement
Sales
Cost of merchandise sold
Gross profit
Other income
Expenses
Operating profit
Profit on disposal of capital items
Net financing cost
Net profit before taxation
Income tax expense
Net profit
Consolidated Balance Sheet
Equity and liabilities
Distributable reserves
Non-current liabilities
Deferred tax liabilities
Current liabilities
Trade and other payables
Provisions

IFRS ATT 1.236

Previously
Reported
11,281,156
(9,070,132)
2,211,024
499,209
(2,118,071)
592,162
15,169
(51,184)
556,147
(147,377)
408,770

IFRIC 13
Adjustment
(87,579)
85,865
(1,714)
—
—
(1,714)
—
—
(1,714)
480
(1,234)

Restated
Amount
11,193,577
(8,984,267)
2,209,310
499,209
(2,118,071)
590,448
15,169
(51,184)
554,433
(146,897)
407,536

1,459,381

(2,875)

1,456,506

81,334

(1,118)

80,216

1,780,089
51,546

47,909
(43,916)

1,827,998
7,630
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Presentation and Disclosure
Excerpts—Continuing Application
Author’s Note
China Southern Airlines Company Limited adopted
IFRIC 13 in 2008. The relevant disclosures on initial
application appear in the 2009 edition of IFRS Accounting Trends and Techniques.

1.237

China Southern Airlines Company Limited
(Dec 2009)
CONSOLIDATED BALANCE SHEETS AS AT
DECEMBER 31, 2009 AND 2008 (in part)
(Prepared in Accordance With International Financial Reporting Standards)
(Expressed in Renminbi)
Current liabilities
Financial liabilities
Bank and other loans
Short-term financing bills
Obligations under finance leases
Trade and bills payables
Sales in advance of carriage
Deferred revenue
Income tax payable
Amounts due to related companies
Accrued expenses
Other liabilities
Net current liabilities

Note
28
33
34
35
36
37
38
39
40
49

Total assets less current liabilities

Note
Non-current liabilities and deferred items
Bank and other loans
Obligations under finance leases
Deferred revenue
Provision for major overhauls
Provision for early retirement benefits
Deferred benefits and gains
Deferred tax liabilities
Net assets

33
35
37
41
42
26

2009
RMB Million

2008
RMB Million

44
17,452
—
1,431
4,992
2,196
316
44
94
8,153
3,376
38,098

116
22,178
2,000
1,781
1,353
2,244
261
120
102
8,420
2,963
41,538

(28,441)

(32,290)

56,652

41,504

2009
RMB Million

2008
RMB Million

27,875
11,887
594
953
148
1,080
853
43,390
13,262

17,429
11,157
445
945
179
1,109
761
32,025
9,479
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NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (in part)
(Prepared in accordance with International Financial Reporting Standards).
(Expressed in Renminbi).

Note 2. Principal Accounting Policies (in part)
(v) Revenue Recognition (in part)
Revenue is measured at the fair value of the consideration received or receivable. Provided it is probable that the economic
benefits will flow to the Group and the revenue and costs, if
applicable, can be measured reliably, revenue is recognised
in profit or loss as follows:
(ii) Frequent Flyer Revenue
The Group maintains two frequent flyer award programmes,
namely, the China Southern Airlines Sky Pearl Club and the
Egrets Mileage Plus, which provide travel and other awards
to members based on accumulated mileages.
Revenue received in relation to mileage earning flights is allocated, based on fair value, between the flight and mileages
earned by members of the Group’s frequent flyer award programmes. The value attributed to the awarded mileages is deferred as a liability, within deferred revenue, until the mileages
are ultimately utilised.
Revenue received from third parties for the issue of
mileages under the frequent flyer award programmes is also
deferred as a liability, within deferred revenue.
As members of the frequent flyer award programmes redeem mileages for an award, revenue is recorded in profit or
loss. Revenue in relation to flight awards is recognised when
the transportation is provided. Revenue is recognised at the
point of redemption where non-flight rewards are selected.

IFRS ATT 1.237
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The value attributed to mileages that are expected to expire
is recognised as revenue, based on the number of mileages
that have been redeemed relative to the total number expected to be redeemed.

Note 3. Changes in Accounting Policies (in part)
The IASB has issued certain new and revised IFRSs and
interpretations that are first effective for the current accounting
period of the Group. Of these, the following developments are
relevant to the Group’s financial statements:
• IFRIC 13, Customer loyalty programmes
The amendments to Improvements to IFRSs (2008) and IAS
23 have had no material impact on the Group’s financial statements as the amendments and interpretations were consistent with policies already adopted by the Group. The impact
of the remainder of these developments is as follows:
• During the year ended December 31, 2008, the Group
early adopted IFRIC 13, Customer loyalty programmes,
which is effective for accounting periods beginning on or
after July 1, 2008. The impact of the adoption of IFRIC
13 on the 2008 consolidated financial statements was
disclosed in Note 3 to the Group’s financial statements
for the year ended December 31, 2008. Further details
of the accounting policy are set out in Note 2(v)(ii).

Note 37. Deferred Revenue

Current portion
Non-current portion

2009
RMB Million
316
594
910

2008
RMB Million
261
445
706

Deferred revenue represents the unredeemed frequent flyer
revenue.
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SECTION 2: STATEMENT OF FINANCIAL POSITION
AND RELATED DISCLOSURES∗
IAS 1, PRESENTATION OF FINANCIAL
STATEMENTS
IAS 27, CONSOLIDATED AND
SEPARATE FINANCIAL STATEMENTS
IASB’S FRAMEWORK FOR THE
PREPARATION AND PRESENTATION
OF FINANCIAL STATEMENTS
Author’s Note
Several items that readers may associate with a statement of financial position are covered in other sections
within this publication more specific to that topic:
• Section 1. Government grants and customer loyalty programs.
• Section 3. Income, expenses, gains, losses, and
changes in fair value associated with balance
sheet items.
• Section 5. Cash and cash equivalents.
• Section 6. Construction contracts, assets held for
sale, liabilities held for sale, and share-based
payments.
• Section 8. Financial instruments and related disclosures, loans and receivables, available for sale
financial assets, held to maturity investments,
financial assets or financial liabilities held for
trading, financial assets or financial liabilities designated as fair value through profit or loss, accounts payable, and financial liabilities held at
amortized cost.

IFRS Overview and Comparison
to U.S. GAAP
2.01

International Accounting Standard (IAS) 1, Presentation of Financial Statements, requires a statement of
financial position (that is, a balance sheet) at the end of the
period as part of a complete set of financial statements, but
does not prescribe a particular title for the statement. IAS 27,
Consolidated and Separate Financial Statements, requires an
entity to present a balance sheet that includes all entities (subsidiaries) that it controls, except in certain circumstances.

2.02 A complete set of financial statements should include

two balance sheets: one for the end of the current period
and one for the comparable previous period, except when
International Financial Reporting Standards (IFRSs) permit
∗

Unless otherwise indicated, references to International Accounting Standards Board (IASB) standards and interpretations throughout this 2010
edition of IFRS Accounting Trends & Techniques refer to the version
of those standards and interpretations included in the IFRS 2010 bound
volume, the official printed consolidated text of IASB standards and interpretations, including revisions, amendments, and supporting documents,
issued as of January 1, 2010.

or require otherwise. For example, when an entity applies
a change in accounting principle retrospectively, it should
include a restated balance sheet as at the beginning of the
earliest period presented.
2.03

When an entity changes the presentation or classification of balance sheet items, it should also reclassify comparative period information, unless it is impracticable to do
so.

2.04

The International Accounting Standards Board’s
(IASB’s) Framework for the Preparation and Presentation of
Financial Statements (framework) establishes the concepts
that underlie the preparation and presentation of financial
statements for external users and contains definitions of the
elements of financial statements (that is, assets, liabilities,
equity, income, and expenses). Among other purposes, the
framework assists preparers of financial statements in applying IFRSs and in dealing with topics that have yet to form
the subject of a specific standard or interpretation. IAS 8,
Accounting Policies, Changes in Accounting Estimates and
Errors, states that an entity’s management should first refer
to, and first consider the applicability of, the requirements in
IFRSs dealing with similar and related issues and then to the
definitions, recognition criteria, and measurement concepts
in the framework. Although the framework is not a standard,
the requirements of IAS 8 essentially establish the framework
as part of the IFRSs’ hierarchy of accounting and reporting
requirements.

Presentation
IFRSs
2.05

At a minimum, IAS 1 requires a balance sheet to include the following line items:
• Financial assets, such as the following:
— Cash and cash equivalents
— Trade and other receivables
— Investments accounted for using the equity method
(for example, associates and some joint ventures)
— Other financial assets (excluding the amounts included in the preceding line items)
• Inventories
• Property, plant, and equipment (PPE)
• Investment property
• Intangible assets
• Biological assets
• Assets and related liabilities classified as held for sale
or included in disposal groups classified as held for sale
under IFRS 5, Non-current Assets Held for Sale and
Discontinued Operations, such as the following:
— Total of assets held for sale and assets included in
disposal groups
— Liabilities included in disposal groups
• Income tax assets and liabilities as defined in IAS 12,
Income Taxes, such as the following:
— Assets and liabilities for current tax
— Deferred tax assets and liabilities

IFRS ATT 2.05
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• Financial liabilities, such as the following:

•
•
•
•

15:15

— Trade and other payables
— Other financial liabilities (excluding amounts shown
in the preceding line items)
Provisions
Noncontrolling interest presented within equity
Issued capital and reserves attributable to owners of the
parent
Additional line items, headings, and subtotals when presentation of these is relevant to understanding the entity’s financial position

2.06 IAS 1 requires an entity to present a classified balance

sheet, except when a presentation based on liquidity provides
reliable, but more relevant information. A classified balance
sheet presents current and noncurrent assets and liabilities
separately. A current asset is one that the entity expects to
realize, intends to sell or consume in its normal operating
cycle or 12 months after the reporting date, or holds for trading, or is a cash or cash equivalent whose exchange or use
is unrestricted for at least 12 months after the reporting date.
Similarly, a current liability is one that the entity intends to
settle within its normal operating cycle or 12 months after
the reporting date or one for which the entity has no unconditional right to defer settlement for at least 12 months after
the reporting date. An entity should classify all other assets
and liabilities as noncurrent. IAS 1 permits a liquidity order
balance sheet when it provides more relevant information to
users of the financial statements, which may be true for financial institutions (including banks and insurance companies).
IAS 1 also permits a mixed presentation (that is, some assets
and liabilities in the classified format and others in liquidity
order) when it provides more relevant information to users.
A mixed presentation may be more relevant when an entity
has diverse operations (for example, an entity with both manufacturing and finance subsidiaries).
2.07

IAS 1 does not prescribe a particular organization of
information (for example, either an increasing or decreasing
order of liquidity). Regardless of the method of organization
selected, an entity should distinguish amounts expected to
be realized or settled within 12 months after the reporting
date from those expected to be realized or settled later when
combined in a single line item on the balance sheet.

2.08

Specific IFRSs may require additional disclosures
about balance sheet items. For example, IAS 39, Financial
Instruments: Recognition and Measurement, requires entities
to present treasury stock as a reduction within stockholders’
equity.
U.S. GAAP

2.09

The Financial Accounting Standards Board (FASB)
Accounting Standards CodificationTM (ASC) requires an entity to present a balance sheet, although a comparative balance
sheet is preferred. U.S. Securities and Exchange Commission
(SEC) Regulation S-X, together with Financial Reporting
Releases, prescribe the form and content of, and requirements
for, financial statements filed with the SEC. Rule 3A-02,
“Consolidated Financial Statements of the Registrant and Its
Subsidiaries,” generally requires consolidated financial
statements, although it does allow combined financial statements in some circumstances. Rule 3-01(a) also requires an
entity to present a consolidated balance sheet for the current

IFRS ATT 2.06

period and one comparative period, unless the registrant has
been in existence for less than one year. SEC regulations are
more prescriptive in terms of formats than IFRSs.
2.10

FASB ASC does not require an entity to present a
classified balance sheet or mandate any particular ordering
of balance sheet accounts. However, FASB ASC 210-10-054 states that companies usually present a classified balance
sheet to facilitate calculation of working capital. The FASB
ASC glossary includes definitions of current assets and liabilities, similar to those in IFRSs, if an entity chooses to use
this classification. FASB ASC 210-10-45-2 provides additional guidance for determining these classifications. IFRSs
are more prescriptive with respect to required line items.

Disclosure
IFRSs
2.11

As appropriate to its operations, entities should disclose additional subclassifications of the required line items,
either on the face of the balance sheet or in the notes. For
each class of share capital, however, entities should disclose
the following:
• Number of shares authorized
• Number of shares issued and fully paid
• Number of shares issued and not fully paid
• Par value or that shares have no par
• Reconciliation of the number of shares outstanding at
the beginning and end of the period
• Rights, preferences, and restrictions, including restrictions on dividend distributions or repayment of capital
• Shares reserved for issue under share-based payment or
sale contracts, including terms and amounts

2.12

Entities should also describe the nature and purpose
of each reserve. Entities without share capital (for example,
trusts) should disclose information similar to the requirements previously mentioned.

2.13

Specific IFRSs may require additional disclosures
about balance sheet items.
U.S. GAAP

2.14

FASB ASC also sets forth disclosure guidelines regarding capital structure and other balance sheet items. Depending upon the specific asset, liability, or capital account,
FASB ASC may be more or less prescriptive than IFRSs.
SEC regulations also contain additional requirements for disclosures that registrants should provide outside the financial
statements.
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Classified Presentation—Decreasing Liquidity
2.15

TABLE 2-1: FORMAT OF STATEMENT OF FINANCIAL
POSITION
2009
Classified
Current assets, noncurrent assets, current
liabilities, noncurrent liabilities, equity........................
Noncurrent assets, current assets, equity,
noncurrent liabilities, current liabilities.......................
Noncurrent assets, current assets, current
liabilities, noncurrent liabilities, equity........................
Noncurrent assets, current assets, noncurrent
liabilities, current liabilities, equity..............................

Gerdau S.A. (Dec 2009)

2008

CONSOLIDATED BALANCE SHEETS
43

16

64

—

32

73

4

—

Liquidity Order
Most current to least current.........................................
Least current to most current........................................

14
3

7
4

Total..................................................................................

160

100

Presentation and Disclosure
Excerpts—Continuing Application
Author’s Note
A revised version of IAS 1 was issued in September
2007 and supersedes IAS 1 as revised in 2003 and
amended in 2005. It is effective for annual periods beginning on or after January 1, 2009, with earlier application permitted. Because some survey companies
selected for this edition have annual periods beginning
before January 1, 2009 (for example, those with fiscal
year ends of September 30, 2009), the illustrative excerpts that follow may not reflect the changes required
by the newest version of IAS 1. An Author’s Note will
be provided when the excerpt may not reflect the requirements of the revised IAS 1.

As of December 31, 2009 and 2008
In thousands of Brazilian reais (R$)

Current Assets
Cash and cash equivalents
Short-term investments
Held for trading
Available for sale
Trade accounts receivable—net
Inventories
Tax credits
Prepaid expenses
Unrealized gains on derivatives
Other current assets
Non-Current Assets
Available for sale securities
Tax credits
Deferred income taxes
Unrealized gains on derivatives
Prepaid expenses
Judicial deposits
Other non-current assets
Prepaid pension cost
Investments in associates and
jointly-controlled entities
Other investments
Goodwill
Other intangibles
Property, plant and equipment,
net
Total assets

Note

2009

2008

4

2,091,944

2,026,609

5
5
6
7
8

2,619,418
58,296
2,585,709
5,751,593
788,564
66,761
5,737
196,664
14,164,686

2,759,486
627,151
3,683,933
10,398,263
857,923
89,262
10,035
322,878
20,775,540

20

49,690
484,434
1,347,036
14,297
99,097
324,678
215,251
516,360

77,563
521,441
1,766,355
68,145
129,368
258,620
323,415
271,447

11
11
12
13

1,199,910
19,635
8,424,341
992,800

1,775,073
21,768
11,294,102
1,712,930

10

16,731,101
30,418,630
44,583,316

20,054,747
38,274,974
59,050,514

16

5
8
9
16
18

Author’s Note
Two Brazilian survey entities, Gerdau S.A. and GOL
Linhas Aéreas Inteligentes S.A. were selected to illustrate the classified method of presentation. Despite
having the same country of domicile, leading a reader
to expect the entities to have similar presentation formats, they use different orderings of liquidity.
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Current Liabilities
Trade accounts payable
Short-term debt
Debentures
Taxes payable
Payroll and related liabilities
Dividends payable
Unrealized losses on derivatives
Environmental liabilities
Other current liabilities
Non-Current Liabilities
Long-term debt
Debentures
Deferred income taxes
Unrealized losses on derivatives
Provision for tax, civil and labor liabilities
Environmental liabilities
Employee benefits
Put options on minority interest
Other non-current liabilities
Equity
Capital
Treasury stocks
Legal reserves
Stock options
Retained earnings
Other reserves
Equity attributable to the equity holders of the parent
Non-controlling interests
Equity
Total liabilities and equity
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Note
14
15
17
16
21

14
15
9
16
18
21
20
16-f

2009
1,705,058
1,356,781
—
675,681
354,518
365,811
2,483
9,835
348,354
4,818,521

2008
2,855,419
3,788,085
145,034
517,272
551,941
7,820
69,435
17,759
522,672
8,475,437

12,563,155
600,979
2,273,759
90,377
447,171
66,642
961,300
518,096
238,523
17,760,002

18,595,002
705,715
3,060,268
314,267
467,076
74,996
1,275,985
698,321
339,869
25,531,499

14,184,805
(124,685)
200,205
9,018
5,795,720
(1,557,590)
18,507,473
3,497,320
22,004,793
44,583,316

14,184,805
(122,820)
144,062
1,426
5,099,384
859,645
20,166,502
4,877,076
25,043,578
59,050,514

22
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Classified Presentation—Increasing Liquidity
2.16

Gol Linhas Aéreas Inteligentes S.A.
(Dec 2009)
CONSOLIDATED STATEMENTS OF FINANCIAL
POSITION AS OF DECEMBER 31, 2009 AND 2008
(In thousands of Brazilian Reais)

Assets
Non-current assets
Property, plant and equipment, net
Intangible assets
Other non-current assets
Prepaid expenses
Deposits
Deferred income tax
Restricted cash
Other non-current assets
Total other non-current assets
Total non-current assets
Current assets
Other current assets
Prepaid expenses
Deposits
Recoverable taxes, net
Inventories, net
Trade and other receivables
Restricted cash
Short-term investments
Cash and cash equivalents
Total current assets
Total assets
Shareholders’ equity and liabilities
Shareholders’ equity
Issued capital
Capital reserves
Treasury shares
Other reserves
Retained earnings (accumulated losses)
Total shareholders’ equity
Non-current liabilities
Other non-current liabilities
Tax obligations
Provisions
Deferred taxes
Advances from customers
Smiles deferred revenue
Long-term debt
Total non-current liabilities
Current liabilities
Other current liabilities
Dividends payable
Advances from customers
Smiles deferred revenue
Provisions
Advance ticket sales
Sales taxes and landing fees
Tax obligations
Salaries, wages and benefits
Accounts payable
Short-term debt
Total current liabilities
Total shareholders’ equity and liabilities

Notes

2009

2008

8
9

3,325,713
1,231,785

3,011,105
1,210,320

7
6
5
13

63,574
805,140
866,136
7,264
17,304
1,759,418
6,316,916

58,793
493,460
603,071
6,589
98,956
1,260,869
5,482,294

42,983
124,728
50,429
86,125
137,959
519,308
18,820
40,444
1,382,408
2,403,204
8,720,120

52,386
123,801
237,914
110,767
188,164
344,927
176,697
245,585
169,330
1,649,571
7,131,865

2,062,272
60,263
(11,887)
818
498,520
2,609,986

1,250,618
89,556
(41,180)
(16,373)
(211,013)
1,071,608

115,429
88,642
76,834
562,303
64,087
221,414
2,542,167
3,670,876

142,283
41,055
157,310
421,967
—
262,626
2,452,437
3,477,678

85,789
186,416
126,059
92,541
66,259
561,347
76,331
57,277
233,162
362,382
591,695
2,439,258
8,720,120

219,308
577
—
90,043
165,287
572,573
97,210
39,605
146,805
283,719
967,452
2,582,579
7,131,865

7
6
5
10
11
13
23a
12

14

17
18
5
19
20
23b

14
19
20
18
25
17
23b
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Liquidity Order Presentation—Decreasing
Liquidity
2.17

Deutsche Bank Aktiengesellschaft (Dec 2009)
CONSOLIDATED BALANCE SHEET
In € m
Assets:
Cash and due from banks
Interest-earning deposits with banks
Central bank funds sold and securities purchased under resale agreements
Securities borrowed
Financial assets at fair value through profit or loss
Trading assets
Positive market values from derivative financial instruments
Financial assets designated at fair value through profit or loss
Total financial assets at fair value through profit or loss of which €79 billion and €69 billion
were pledged to creditors and can be sold or repledged at December 31, 2009, and 2008,
respectively
Financial assets available for sale of which €492 million and €464 million were pledged to
creditors and can be sold or repledged at December 31, 2009, and 2008, respectively
Equity method investments
Loans
Property and equipment
Goodwill and other intangible assets
Other assets
Assets for current tax
Deferred tax assets
Total assets
Liabilities and Equity:
Deposits
Central bank funds purchased and securities sold under repurchase agreements
Securities loaned
Financial liabilities at fair value through profit or loss
Trading liabilities
Negative market values from derivative financial instruments
Financial liabilities designated at fair value through profit or loss
Investment contract liabilities
Total financial liabilities at fair value through profit or loss
Other short-term borrowings
Other liabilities
Provisions
Liabilities for current tax
Deferred tax liabilities
Long-term debt
Trust preferred securities
Obligation to purchase common shares
Total liabilities
Common shares, no par value, nominal value of €2.56
Additional paid-in capital
Retained earnings
Common shares in treasury, at cost
Equity classified as obligation to purchase common shares
Net gains (losses) not recognized in the income statement, net of tax
Total shareholders’ equity
Minority interest
Total equity
Total liabilities and equity

IFRS ATT 2.17

[Notes]

Dec. 31, 2009

Dec. 31, 2008

[19], [20]
[19], [20]

9,346
47,233
6,820
43,509

9,826
64,739
9,267
35,022

234,910
596,410
134,000

247,462
1,224,493
151,856

[11], [13], [20], [35]

965,320

1,623,811

[15], [19], [20]
[16]
[17], [18]
[21]
[23]
[24], [25]
[33]
[33]

18,819
7,788
258,105
2,777
10,169
121,538
2,090
7,150
1,500,664

24,835
2,242
269,281
3,712
9,877
137,829
3,512
8,470
2,202,423

[26]
[19], [20]
[19], [20]
[11], [13], [35]

344,220
45,495
5,564

395,553
87,117
3,216

64,501
576,973
73,522
7,278
722,274

68,168
1,181,617
78,003
5,977
1,333,765

[28]
[24], [25]
[18], [27]
[33]
[33]
[29]
[29]

42,897
154,281
1,307
2,141
2,157
131,782
10,577
—
1,462,695

39,115
160,598
1,418
2,354
3,784
133,856
9,729
4
2,170,509

[30]

1,589
14,830
24,056
(48)
—
(3,780)
36,647

1,461
14,961
20,074
(939)
(3)
(4,851)
30,703

1,322
37,969

1,211
31,914

1,500,664

2,202,423

[30]
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Liquidity Presentation—Increasing Liquidity
2.18

Prudential plc (Dec 2009)
CONSOLIDATED STATEMENTS OF FINANCIAL
POSITION
December 31
(In £ Millions)
Assets
Intangible assets attributable to shareholders:
Goodwill
Deferred acquisition costs and other intangible assets
Total

2009

2008

1,310
4,049
5,359

1,341
5,349
6,690

Intangible assets attributable to with-profits funds:
In respect of acquired subsidiaries for venture fund and other investment purposes
Deferred acquisition costs and other intangible assets
Total
Total

124
106
230
5,589

174
126
300
6,990

Other non-investment and non-cash assets:
Property, plant and equipment
Reinsurers’ share of insurance contract liabilities
Deferred tax assets
Current tax recoverable
Accrued investment income
Other debtors
Total

367
1,187
2,708
636
2,473
762
8,133

635
1,240
2,886
657
2,513
1,232
9,163

Investments of long-term business and other operations:
Investment properties
Investments accounted for using the equity method
Financial investments:
Loans
Equity securities and portfolio holdings in unit trusts
Debt securities
Other investments
Deposits
Total

10,905
6

11,992
10

8,754
69,354
101,751
5,132
12,820
208,722

10,491
62,122
95,224
6,301
7,294
193,434

Properties held for sale
Cash and cash equivalents
Total assets

3
5,307
227,754

—
5,955
215,542
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(In £ Millions)
Equity and Liabilities
Equity
Shareholders’ equity
Minority interests
Total equity

2009

2008

6,271
32
6,303

5,058
55
5,113

145,713
24,880
15,805
10,019
196,417

136,030
23,446
14,501
8,414
182,391

2,691
703
3,394

1,987
971
2,958

2,751
1,284

1,977
1,308

3,482
3,809
3,872
1,215
594
1,612
643
1,501
877
17,605

5,572
3,843
3,229
842
630
1,496
461
4,832
890
21,795

Total liabilities

221,451

210,429

Total equity and liabilities

227,754

215,542

Liabilities
Policyholder liabilities and unallocated surplus of with-profits funds:
Insurance contract liabilities
Investment contract liabilities with discretionary participation features
Investment contract liabilities without discretionary participation features
Unallocated surplus of with-profits funds
Total
Core structural borrowings of shareholder-financed operations:
Subordinated debt
Other
Total
Other borrowings:
Operational borrowings attributable to shareholder-financed operations
Borrowings attributable to with-profits funds
Other non-insurance liabilities:
Obligations under funding, securities lending and sale and repurchase agreements
Net asset value attributable to unit holders of consolidated unit trusts and similar funds
Deferred tax liabilities
Current tax liabilities
Accruals and deferred income
Other creditors
Provisions
Derivative liabilities
Other liabilities
Total

TABLE 2-2: CAPITAL STRUCTURE
2009
Companies With One Class of Common Stock and:
No other equity instrument....................................................
One class of preferred stock .................................................
Two or more classes of preferred stock................................
Total...................................................................................

107
18
9
134

Dual-Listed Companies
Each Company has One Class of Common Stock...............

5

Other Companies With More Than One Class of
Common Stock and:
No other equity instrument....................................................
One class of preferred stock .................................................
Total...................................................................................

18
3
21

Total Companies..................................................................

160
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One Class of Share Capital, Change in Equity
Structure
2.19

Heatherdale Resources Ltd (Dec 2009)
CONSOLIDATED STATEMENTS OF FINANCIAL
POSITION
(Expressed in United States Dollars)

Equity
Share capital
Deficit
Total equity attributable to equity holders of Company
Non-controlling interest
Total Equity

Notes

October 31, 2009

October 31, 2008

10

$7,247,276
(4,095,963)
3,151,313
14,411,765
17,563,078

$7,247,276
(1,506,514)
5,740,762
—
5,740,762

5,16

CONSOLIDATED STATEMENTS OF CHANGES
IN EQUITY
(Expressed in United States Dollars)

Balance at November 1, 2007
Issuance of share capital
Total comprehensive loss for the year
Balance at October 31, 2008
Non-controlling interest in Niblack Project LLC (note 5)
Total comprehensive loss for the year
Balance at October 31, 2009

Share Capital
$
—
7,247,276
—
7,247,276
—
—
$7,247,276

NOTES TO CONSOLIDATED FINANCIAL
STATEMENTS
For the years ended October 31, 2009 and 2008
(Expressed in United States dollars, unless stated otherwise)

Note 2. Significant Accounting Policies
(j) Share Capital
Common shares are classified as equity. Transaction costs
directly attributable to the issue of common shares and share
options are recognized as a deduction from equity, net of any
tax effects.

Note 10. Share Capital
(a) Authorized Share Capital
At October 31, 2009 the authorized share capital consisted of
an unlimited number of common shares without par value. All
issued common shares are fully paid. Certain of the common
shares were issued at $0.01 per share and certain of the
common shares were issued at $0.50 per share.

Attributable to Equity Holders of the Company
NonAccumulated
Controlling
Deficit
Total
Interest
$
—
$
—
$
—
—
7,247,276
—
(1,506,514)
(1,506,514)
—
(1,506,514)
5,740,762
—
—
—
14,411,765
(2,589,449)
(2,589,449)
—
$(4,095,963)
$3,151,313
$14,411,765

Total Equity
$
—
7,247,276
(1,506,514)
5,740,762
14,411,765
(2,589,449)
$17,563,078

(b) Reconciliation of Movement in Capital

Common Shares
Issued October 31, 2007
Issued for cash in 2008
Share issuance costs in 2008
As at October 31, 2008 and 2009

Number of
Common
Shares
1
32,600,000
—
32,600,001

Dollar
Amount
$
1
7,558,243
(310,968)
$7,247,276

Note 17. Subsequent Events
Equity Structure and Subsequent Issuances
The equity structure (the number and type of equity instruments issued) of the Group going forward will reflect the equity
structure of Brass Capital including the equity instruments issued by Brass Capital to effect the combination. The following
are the equity adjustments and issuances affected by Brass
Capital:
• consolidated its share capital on the basis of 2.5 old
shares for 1 new share;
• issued 32,600,001 common shares to the Group shareholders in connection with the qualifying transaction;
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• issued 14,358,500 common shares at Cdn$1.00
per common share on completion of a brokered
and non-brokered private placement financing concurrent with qualifying transaction for gross proceeds of Cdn$14,358,500. After share issue costs
of Cdn$640,920 the Group raised net proceeds of
Cdn$13,717,580;
• issued 3,747,000 options with an exercise price of
Cdn$1.00 per common share, with 2,217,000 options
expiring November 17, 2012 and 1,530,000 options expiring November 17, 2014;
• issued 162,000 compensation options to the agents
in connection with the brokered portion of the private
placement financing exercisable at Cdn$1.00 per common share with an expiry of May 17, 2011.
The common shares commenced trading under the symbol
HTR as a Tier 1 Issuer on the TSX-V on November 19, 2009.

Multiple Classes of Common Share Capital
2.20

China Eastern Airlines Corporation Limited
(Dec 2009)
CONSOLIDATED BALANCE SHEETS (in part)
As of December 31, 2009 and 2008
(Amounts in thousands)

Note
Equity
Capital and reserves attributable
to the equity holders of the
Company
Share capital
Reserves
Minority interests
Total equity
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39
40

December 31
2009
2008
RMB’000
RMB’000

9,581,700
(8,347,147)
1,234,553
441,628
1,676,181

4,866,950
(17,964,351
(13,097,401
457,892
(12,639,509

NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (in part)
Note 39. Share Capital
December 31
2009
2008
RMB’000
RMB’000
Registered, issued and fully paid
of RMB1.00 each
A shares listed on The Shanghai
Stock Exchange (“A Shares”)
—Tradable shares held by CEA
Holding with trading
moratorium
—Tradable Shares held by
other investors with trading
moratorium
—Tradable Shares without
trading moratorium
H shares listed on The Stock
Exchange of Hong Kong
Limited (“H Shares”)
—Tradable Shares held by CES
Global with trading
moratorium
—Tradable shares without
trading moratorium

6,087,375

3,300,000

(a), (b)
& (c)

4,831,375

2,904,000

(c)

860,000

—

396,000

396,000

3,494,325

1,566,950

(b)

1,437,375

—

(c)

2,056,950
9,581,700

1,566,950
4,866,950

Pursuant to articles 49 and 50 of the Company’s Articles of Association, each of the listed A shares and the listed H shares
are all registered ordinary shares and carry equal rights.
a) On January 4, 2007, the Company’s share reform plan
was approved by the Ministry of Commerce and implemented on January 9, 2007. In this connection,
CEA Holding granted 96 million shares in total to
the holders of the circulating shares and the original 2,904,000,000 non-circulating shares held by CEA
Holding were granted the status of listing with a lock up
period of 36 months from the effective date of the share
reform.
b) On May 19, 2009, China Securities Regulatory Commission (the “CSRC”) approved the Company’s application
for additional issuance of 1,437,375,000 H Shares of par
value of RMB1.00 each. CES Global subscribed for all
the shares under this issue and undertook that it would
not transfer the subscribed H Shares within 36 months
from the completion date of the issuance. The issue
price was HKD1.13 per share and the total proceed of
HKD1,630,342,000, equivalent to RMB1,437,375,000
(the “Proceeds of 1st H Shares issuance”) from the issuance was received by the Company on June 26, 2009
and verified by a PRC Certified Public Accountants firm.
On June 5, 2009, CSRC approved the Company’s application for non-public issuance of 1,437,375,000 A Shares
of par value of RMB1.00 each to CEA Holding. The issue price was RMB3.87 per share and the total proceed
of RMB5,562,641,000 (the “Proceeds of 1st A Shares issuance”) from the issue was received by the Company on
June 25, 2009 and verified by a PRC Certified Public Accountants firm. According to the commitment of CEA Holding, it would not transfer the shares of the Company in which
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it owns interests (including the original 2,904,000,000 noncirculating shares as mentioned in Note (a) above) within
3 years after the completion of this non-public issue.
The total amount of the aforementioned Proceeds of 1st
A Shares issuance and Proceeds of 1st H Shares issuance
were RMB7,000,016,000, after deducting the share issue expenses of RMB14,878,000, the net proceeds raised from
the above share issues amounted to RMB6,985,138,000,
of which RMB2,874,750,000 is recorded as share capital
and the remaining RMB4,110,388,000 is recorded as share
premium.
c) On November 27, 2009, CSRC approved the Company’s
application for additional issuance of 490,000,000 new
H Shares of par value of RMB 1.00 each to CES
Holding. The issue price was HKD1.56 per share and
the total proceed of HKD764,400,000, equivalent to
RMB673,383,000 (the “Proceeds of 2nd H Shares
issuance”), was received by the Company on December 10, 2009 and has been verified by a PRC Certified
Public Accountants firm.

On December 2, 2009, CSRC approved the Company’s application for non- public issuance of 1,350,000,000 A Shares
of par value of RMB1.00 each, 490,000,000 shares of which
were subscribed by CEA Holding which undertook that it
would not transfer the subscribed A Shares within 36 months
from the completion date of the issuance. The remaining
860,000,000 shares under this issue were subscribed by other
investors which undertook that it would not transfer the subscribed A Shares within 12 months from the completion date
of the issuance. The issue price was RMB4.75 per share and
the total proceed of RMB6,412,500,000 from this issue (the
“Proceeds of 2nd A Shares issuance”), was received by the
Company on December 15, 2009 and has been verified by a
PRC Certified Public Accountants firm.
The total amount of the aforementioned Proceeds of
2nd A Shares issuance and Proceeds of the second H
Shares issuance were RMB7,085,883,000, after deducting
the share issue expenses of RMB14,854,000, the net proceeds raised from the above share issues amounted to
RMB7,071,029,000, of which RMB1,840,000,000 is recorded
as share capital and the remaining RMB5,231,029,000 is
recorded as share premium.

Note 40. Reserves (in part)

At January 1, 2009
Unrealized gain on cash flow hedges
(Note 37)
Realized loss on cash flow hedges
(Note 37)
Capital reserve attributed by
shareholders of an associate
Fair value movements of available for
sale investments held by associates
Issuance of new shares (Note 39)
Profit attributable to equity holders of
the Company
At December 31, 2009

Share
Premium
(Note 39)
RMB’000
1,006,455

Revaluation
Reserve
RMB’000
23,816

Capital
Reserve
(Note (b))
(720,057)

Hedging
Reserve
(Note 37)
(195,390)

Other
Reserves
3,087

Accumulated
Losses
(18,082,262)

Total
(17,964,351)

—

—

—

59,384

—

—

59,384

—

—

—

(1,470)

—

—

(1,470)

—

—

—

—

49,692

—

49,692

—
9,341,417

—
—

—
—

—
—

(585)
—

—
—

(585)
9,341,417

—
10,347,872

—
23,816

—
(720,057)

—
(137,476)

—
52,194

168,766
(17,913,496)

168,766
(8,347,147)
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2.21

Capital Structure—Equalization Agreement

Rio Tinto Limited and Rio Tinto plc (Dec 2009)

Author’s Note
Five survey companies have a capital structure governed by an equalization agreement whereby two parent entities, together with the other entities under common control, operate as a single reporting unit. The parent entities have the same directors. The two entities are
domiciled in different countries and the structure generally has tax advantages for both the companies and
their shareholders This structure is generally referred
to as a dual listed company structure (DLC structure).
These companies are:
• BHP Billiton Limited (Australia) and BHP Billiton
plc (United Kingdom)
• Mondi Limited (South Africa) and Mondi plc
(United Kingdom)
• Reed Elsevier N.V. (The Netherlands) and Reed
Elsevier plc (United Kingdom)
• Rio Tinto Limited (Australia) and Rio Tinto plc
(United Kingdom)
• Unilever N.V. (The Netherlands) and Unilever plc
(United Kingdom)
Although the companies may issue separate annual reports, the financial statements contained therein are
identical.

Author’s Note
The shareholders of Rio Tinto Limited and Rio Tinto
plc approved the dual listing merger in 1995. Since that
time, the ratio of dividend, voting and capital distribution rights attached to each Rio Tinto plc share and
to each Rio Tinto Limited share has been fixed in an
Equalization Ratio of 1:1. Readers who are interested
in understanding more fully the dual listed structure
should refer to the section of Rio Tinto’s annual report
entitled “Shareholder Information.”
GROUP STATEMENT OF FINANCIAL POSITION
(in part)
At 31 December
US $m
Capital and Reserves
Share capital
—Rio Tinto plc
—Rio Tinto Limited (excluding Rio Tinto
plc interest)
Share premium account(a)
Other reserves
Retained earnings
Equity attributable to Rio Tinto
shareholders
Attributable to outside equity
shareholders(a)
Total equity
(a)

Note

2009

2008

28

246

160

29
30
30

4,924
4,174
14,010
20,477

961
4,705
(2,322)
17,134

30

43,831

20,638

2,094
45,925

1,823
22,461

Refer to statement of changes in equity.

GROUP STATEMENT OF CHANGES IN EQUITY
(in part)
Years ended 31 December 2009
Attributable to Shareholders of Rio Tinto

US $m
Opening balance
Total comprehensive income for the year (b)
Currency translation arising from Rio Tinto Limited’s
share capital (c)
Dividends
Own shares purchased from Rio Tinto shareholders
to satisfy share options
Ordinary shares issued
Shares issued to outside interests
Subsidiaries now equity accounted
Employee share options and other IFRS 2 charges
taken to the income statement
Closing balance
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Share Capital
(Notes 28 and 29)
1,121
—

Share
Premium
(a)
4,705
—

Retained
Earnings
(Note 30)
17,134
4,168

Other
Reserves
(Note 30)
(2,322)
4,401

Total
20,638
8,569

Outside
Interests
1,823
846

Total
Equity
22,461
9,415

710
—

—
—

—
(876)

—
—

710
(876)

—
(410)

710
(1,286)

—
3,339
—
—

—
(531)
—
—

(17)
3
—
—

(35)
11,936
—
—

(52)
14,747
—
—

—
—
53
(218)

(52)
14,747
53
(218)

—
5,170

—
4,174

65
20,477

30
14,010

95
43,831

—
2,094

95
45,925
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Unnumbered Note to the Group Financial Statements
Outline of Dual Listed Companies Structure and Basis
of Financial Statements
The Rio Tinto Group
These are the financial statements of the Rio Tinto Group
(the ‘Group’), formed through the merger of economic interests (‘merger’) of Rio Tinto plc and Rio Tinto Limited, and
presented by both Rio Tinto plc and Rio Tinto Limited as their
consolidated accounts in accordance with both United Kingdom and Australian legislation and regulations.
Merger Terms
On 21 December 1995, Rio Tinto plc and Rio Tinto Limited, which are listed respectively on Stock Exchanges in the
United Kingdom and Australia, entered into a dual listed companies (‘DLC’) merger. This was effected by contractual arrangements between the companies and amendments to Rio
Tinto plc’s Memorandum and Articles of Association and Rio
Tinto Limited’s constitution.
As a result, Rio Tinto plc and Rio Tinto Limited and their
respective groups operate together as a single economic enterprise, with neither assuming a dominant role. In particular,
the arrangements:
• confer upon the shareholders of Rio Tinto plc and
Rio Tinto Limited a common economic interest in both
groups;
• provide for common boards of directors and a unified
management structure;
• provide for equalised dividends and capital distributions;
and
• provide for the shareholders of Rio Tinto plc and Rio
Tinto Limited to take key decisions, including the election of directors, through an electoral procedure in which
the public shareholders of the two companies effectively
vote on a joint basis.
The merger involved no change in the legal ownership of any
assets of Rio Tinto plc or Rio Tinto Limited, nor any change
in the ownership of any existing shares or securities of Rio
Tinto plc or Rio Tinto Limited, nor the issue of any shares,
securities or payment by way of consideration, save for the issue by each company of one special voting share to a trustee
company which provides the joint electoral procedure for public shareholders. During 2002, each of the parent companies
issued a DLC Dividend Share to facilitate the efficient management of funds within the DLC structure.

NOTES TO THE 2009 FINANCIAL STATEMENTS
(in part)
Note 1. Principal Accounting Policies (in part)
Judgements in Applying Accounting Policies and Key
Sources of Estimation Uncertainty (in part)
Many of the amounts included in the financial statements involve the use of judgement and/or estimation. These judgements and estimates are based on management’s best knowledge of the relevant facts and circumstances, having regard
to previous experience, but actual results may differ from
the amounts included in the financial statements. Information
about such judgements and estimation is contained in the accounting policies and/or the Notes to the financial statements,
and the key areas are summarised below.
Areas of judgement that have the most significant effect on
the amounts recognised in the financial statements are:
• Merger accounting for the 1995 merger of the economic
interests of Rio Tinto plc and Rio Tinto Limited into the
dual listed companies (‘DLC’) structure (page A-8).
Critical Accounting Policies and Estimates
b) Dual Listed Company Reporting
As explained in detail in the ‘Outline of Dual Listed Companies’ Structure and basis of financial statements’ section
on page A-8 the consolidated financial statements of the Rio
Tinto Group deal with the results, assets and liabilities of both
of the dual listed companies, Rio Tinto plc and Rio Tinto Limited, and their subsidiaries. In other words, Rio Tinto plc and
Rio Tinto Limited are viewed as a single parent company with
their respective shareholders being the shareholders in that
single company.
The 2009 Annual report satisfies the obligations of Rio Tinto
Limited to prepare consolidated accounts under Australian
company law, as amended by an order issued by the Australian Securities and Investments Commission on 27 January 2006 (as amended on 22 December 2006). The 2009
Financial statements disclose the effect of the adjustments to
consolidated IFRS profit, consolidated total comprehensive
income and consolidated shareholders’ funds for the Group
that would be required under the version of IFRS that is applicable in Australia (‘Australian IFRS’).
The US dollar is the presentation currency used in these
financial statements, as it most reliably reflects the Group’s
global business performance.
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Preference Shares
2.22

Koninkluke Philips Electronics NV (Dec 2009)
Author’s Note
A brief reference to an anti-takeover strategy with respect to preference shares is referenced in the stockholders’ equity note disclosure shown below. Philips
Electronics’ gives the following more extensive explanation of this strategy in its Governance Report included in the Annual Report, but not in the consolidated financial statements:
Preference shares and the Stichting Preferente Aandelen Philips
As a means to protect the Company and its stakeholders against an unsolicited attempt to obtain (de
facto) control of the Company, the General Meeting
of Shareholders in 1989 adopted amendments to the
Company’s articles of association that allow the Board
of Management and the Supervisory Board to issue
(rights to) preference shares to a third party. As a result,
the Stichting Preferente Aandelen Philips (the ‘Foundation’) was created, which was granted the right to
acquire preference shares in the Company. The mere
notification that the Foundation wishes to exercise its
rights, should a third party ever seem likely in the judgment of the Foundation to obtain (de facto) control of
the Company, will result in the preference shares being
effectively issued. The Foundation may exercise this
right for as many preference shares as there are ordinary shares in the Company outstanding at that time.
No preference shares have been issued as of December 31, 2009. In addition, the Foundation has the right
to file a petition with the Enterprise Chamber of the
Amsterdam Court of Appeal to commence an inquiry
procedure within the meaning of section 2:344 Dutch
Civil Code.
The object of the Foundation is to represent the interests of the Company, the enterprises maintained by
the Company and its affiliated companies within the
Group, in such a way that the interests of Philips, those
enterprises and all parties involved with them are safeguarded as effectively as possible, and that they are afforded maximum protection against influences which,
in conflict with those interests, may undermine the autonomy and identity of Philips and those enterprises,
and also to do anything related to the above ends or conducive to them. In the event of (an attempt at) a hostile
takeover or other attempt to obtain (de facto) control of
the Company this arrangement will allow the Company
and its Board of Management and Supervisory Board
to determine its position in relation to the third party
and its plans, seek alternatives and defend Philips’ interests and those of its stakeholders from a position of
strength. The members of the self-electing Board of the
Foundation are Messrs S.D. de Bree,F.J.G.M. Cremers
and M.W. den Boogert. No Philips board members or
officers are represented on the board of the Foundation.
The Company does not have any other anti-takeover
measures in the sense of other measures which exclusively or almost exclusively have the purpose of frustrating future public bids for the shares in the capital of

IFRS ATT 2.22

15:15

the Company in case no agreement is reached with the
Board of Management on such public bid. Furthermore
the Company does not have measures which specifically have the purpose of preventing a bidder who has
acquired 75% of the shares in the capital of the Company from appointing or dismissing members of the
Board of Management and subsequently amending the
articles of association of the Company. It should be
noted that also in the event of (an attempt at) a hostile
takeover or other attempt to obtain (de facto) control of
the Company, the Board of Management and the Supervisory Board are authorized to exercise in the interests
of Philips all powers vested in them.
CONSOLIDATED BALANCE SHEETS OF THE
PHILIPS GROUP AS OF DECEMBER 31
Equity
Minority interests
Stockholders’ equity:
Preference shares, par value EUR 0.20 per share:
—Authorized: 2,000,000,000 shares (2008:
2,000,000,000 shares), issued none
Common shares, par value EUR 0.20 per share:
—Authorized: 2,000,000,000 shares (2008:
2,000,000,000 shares)
—Issued and fully paid: 972,411,769 shares (2008:
972,411,769 shares)
Capital in excess of par value
Retained earnings
Revaluation reserve
Other reserves
Treasury shares, at cost 44,954,677 shares (2008:
49,429,913 shares)
Total equity

2008
49

2009
49

194
—
17,101
117
(580)

194
—
15,947
102
(461)

(1,288)
15,544
15,593

(1,187)
14,595
14,644

NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (in part)
Note 11. Group Financial Statements (in part)
11.11 Significant accounting policies (in part)
Share capital
Incremental costs directly attributable to the issuance of
shares are recognized as a deduction from equity. When
share capital recognized as equity is repurchased, the amount
of the consideration paid, including directly attributable costs,
is recognized as a deduction from equity. Repurchased
shares are classified as treasury shares and are presented
as a deduction from stockholders’ equity.

Note 25. Stockholders’ Equity
Common shares
As of December 31, 2009, the issued and fully paid share
capital consists of 972,411,769 common shares, each share
having a par value of EUR 0.20.
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Preference shares
The ‘Stichting Preferente Aandelen Philips’ has been granted
the right to acquire preference shares in the Company. Such
right has not been exercised. As a means to protect the Company and its stakeholders against an unsolicited attempt to acquire (de facto) control of the Company, the General Meeting
of Shareholders in 1989 adopted amendments to the Company’s articles of association that allow the Board of Management and the Supervisory Board to issue (rights to acquire)
preference shares to a third party. As of December 31, 2009,
no preference shares have been issued.
Option rights/restricted shares
The Company has granted stock options on its common
shares and rights to receive common shares in the future
(see note 30).
Treasury shares
In connection with the Company’s share repurchase programs, shares which have been repurchased and are held
in treasury for (i) delivery upon exercise of options and convertible personnel debentures and under restricted share programs and employee share purchase programs, and (ii) capital reduction purposes, are accounted for as a reduction of
stockholders’ equity. Treasury shares are recorded at cost,
representing the market price on the acquisition date. When
issued, shares are removed from treasury stock on a first-in,
first-out (FIFO) basis.
Any difference between the cost and the cash received at
the time treasury shares are issued, is recorded in capital in
excess of par value, except in the situation in which the cash
received is lower than cost and capital in excess of par has
been depleted.
The following transactions took place resulting from employee option and share plans:
2008
Shares acquired
Average market price
Amount paid
Shares delivered
Average market price
Amount received
Total shares in
treasury at end
of year
Total cost

EUR
EUR

273
24.61
—
4,541,969
23.44
52 million

EUR

47,577,915
1,263 million

EUR

2009

EUR
EUR

2,128
19.10
—
4,477,364
13.76
32 million

EUR

43,102,679
1,162 million

EUR

In order to reduce share capital, the following transactions
took place in 2008; in 2009 there were no transactions to
reduce share capital:

Shares acquired
Average market price
Amount paid
Reduction of capital
stock
Total shares in
treasury at
year-end
Total cost

EUR
EUR

2008
146,453,094
22.52
3,298 million

2009
—
—
—

170,414,994

EUR

1,851,998
25 million

—

EUR

1,851,998
25 million

Net income and distribution from retained earnings
A proposal will be submitted to the General Meeting of Shareholders to pay a dividend of EUR 0.70 per common share, in
cash or shares at the option of the shareholder, against the
net income for 2009 and the retained earnings.
Limitations in the distribution of stockholders’ equity
Pursuant to Dutch law, limitations exist relating to the distribution of stockholders’ equity of EUR 1,255 million (2008:
EUR 1,296 million). Such limitations relate to common stock
of EUR 194 million (2008: EUR 194 million) as well as to legal
reserves required by Dutch law included under revaluation reserves of EUR 102 million (2008: EUR 117 million), retained
earnings of EUR 829 million (2008: EUR 985 million) and
other reserves of EUR 130 million (2008: nil, as the amount
was a loss).
In general, gains related to available-for-sale financial assets, cash flow hedges and currency translation differences
cannot be distributed as part of stockholders’ equity as they
form part of the legal reserves protected under Dutch law.
By their nature, losses relating to available-for-sale financial assets, cash flow hedges and currency translation differences, reduce stockholders’ equity, and thereby distributable
amounts.
Therefore gains related to available-for-sale financial assets (2009: EUR 120 million) and gains related to cash flow
hedges (2009: EUR 10 million), representing an aggregate
amount of EUR 130 million included in other reserves, limit
the distribution of stockholders’ equity. The loss related to currency translation differences (2009: EUR 591 million) also reduces distributable amounts.
The legal reserve required by Dutch law of EUR 829 million (2008: EUR 985 million) included under retained earnings
relates to investments in affiliated companies.
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Multiple Classes of Preference Shares,
Treasury Shares, Minority Interest
2.23

JSC Halyk Bank (Dec 2009)
CONSOLIDATED STATEMENT OF FINANCIAL
POSITION AS AT 31 DECEMBER 2009, 2008
AND 2007
(Millions of Kazakhstani Tenge)
Liabilities and Equity
Liabilities
Amounts due to customers
Amounts due to credit institutions
Financial liabilities at fair value through profit or loss
Debt securities issued
Provisions
Deferred tax liability
Insurance liabilities
Other liabilities
Total liabilities
Equity
Share capital
Share premium reserve
Treasury shares
Retained earnings and other reserves
Non-controlling interest
Total equity
Total liabilities and equity

IFRS ATT 2.23

Notes

31 December 2009

31 December 2008

31 December 2007

19,38
20,38
7
21
22
23
17
24

1,274,069
172,706
3,201
263,893
4,433
6,194
9,586
7,975
1,742,057

867,392
289,608
6,048
262,991
2,889
8,854
8,618
13,894
1,460,294

935,429
247,452
2,851
224,886
1,885
3,897
7,389
10,261
1,434,050

25

143,695
1,317
(103)
135,693
280,602
350
280,952
2,023,009

65,531
1,908
(69)
123,428
190,798
257
191,055
1,651,349

65,531
1,952
(66)
92,253
159,670
1,355
161,025
1,595,075
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CONSOLIDATED STATEMENTS OF CHANGES IN
EQUITY FOR THE YEARS ENDED 31 DECEMBER
2009, 2008 AND 2007
(Millions of Kazakhstani Tenge)
Share Capital

Common
Shares

NonConvertible
Preferred
Shares

Convertible
Preferred
Shares

Share
Premium
Reserve

Treasury
Shares

49,824

2,474

13,233

1,908

(69)

121

(1,797)

22,502

—

—

—

—

—

—

—

—

—

—

—

—

1,546

—

—

—

—

—

25

—

33,747

—

—

25

—

48,019

—

25
25

—
—

(3,602)
—

—

—

Notes
31 December 2008
Net income
Other comprehensive
income/ (loss)
Total comprehensive
income/ (loss)
Common shares
issued
Preferred shares
issued
Treasury shares
purchased
Treasury shares sold
Dividends—preferred
shares
Release of property
and equipment
revaluation reserve
on depreciation and
disposal of
previously revalued
assets
Changes in minority
interest share of net
assets
31 December 2009

Revaluation
Property
Reserve of
and
AvailableEquipment
for-Sale
Investment Revaluation
Reserve∗
Securities∗

Cumulative
Translation
Reserve∗

Total

NonControlling
Interest

Total
Equity

102,602

190,798

257

191,055

—

15,710

15,710

166

15,876

821

(4,133)

—

(1,766)

(13)

(1,779)

1,546

821

(4,133)

15,710

13,944

153

14,097

—

—

—

—

—

33,747

—

33,747

—

—

—

—

—

—

48,019

—

48,019

—
—

(601)
10

(47)
13

—
—

—
—

—
—

—
—

(4,250)
23

—
—

(4,250)
23

—

—

—

—

—

—

—

(1,679)

(1,679)

—

(1,679)

—

—

—

—

—

—

(248)

248

—

—

—

Retained
Earnings∗

—

—

—

—

—

—

—

—

—

—

(60)

(60)

83,571

46,891

13,233

1,317

(103)

1,667

(976)

18,121

116,881

280,602

350

280,952

NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS FOR THE YEARS ENDED 31
DECEMBER 2009, 2008 AND 2007 (in part)
(Millions of Kazakhstani Tenge)

Note 1. Principal Activities
JSC Halyk Bank (the “Bank”) and its subsidiaries (together
the “Group”) provide retail and corporate banking services
principally in Kazakhstan, Russia, Kyrgyzstan and Georgia,
and pension asset management and insurance services in
Kazakhstan. The Bank was incorporated in 1995 and is domiciled in Kazakhstan. The Bank operates under a general license for banking operations, operations with securities and
custody services renewed by the Agency for Regulation and
Supervision of Financial Markets and Financial Organizations
of the Republic of Kazakhstan (“FMSA”) on 6 August 2008.
The Bank is a member of the obligatory deposit insurance
system provided by the JSC Kazakhstan Fund for Deposits
Guarantee.

On 15 January 2009, the Group and JSC “Sovereign Wealth
Fund “Samruk-Kazyna” (“Samruk-Kazyna”), an entity controlled by the Kazakhstan Government, have signed a series of agreements related to the realization of joint measures towards the support of the economy of the Republic
of Kazakhstan within the terms of a stabilization program of
the Kazakhstan Government. In accordance with the agreements signed Samruk-Kazyna will not intervene in the operating policies of the Group and its stake in the share capital of
the Group will not exceed 25% of the issued common shares
of the Group. On 27 March 2009, Samruk-Kazyna acquired
259,064,909 common shares of the Group for a total amount
of KZT 26,951 million. On 29 May 2009, Samruk-Kazyna acquired 196,232,499 non-convertible preferred shares of the
Group for a total amount of KZT 33,049 million. As at 31
December 2009 Samruk-Kazyna owned a 24.57% stake of
voting shares in the Group’s share capital. The Group is ultimately controlled by Timur Kulibayev and his wife Dinara
Kulibayeva.
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CONSOLIDATED STATEMENTS OF CHANGES IN
EQUITY FOR THE YEARS ENDED 31 DECEMBER
2009, 2008 AND 2007
(Millions of Kazakhstani Tenge)
Share Capital

Common
Shares

NonConvertible
Preferred
Shares

Convertible
Preferred
Shares

Share
Premium
Reserve

Treasury
Shares

49,824

2,474

13,233

1,908

(69)

—

—

—

—

—

—

—

—

—

—

—

1,546

—

—

—

—

—

—

1,546

25

33,747

—

—

—

—

25

—

48,019

—

—

25
25

—
—

(3,602)
—

—
—

—

—

—

—

Notes
31 December 2008
Net income
Other comprehensive
income/ (loss)
Total comprehensive
income/ (loss)
Common shares
issued
Preferred shares
issued
Treasury shares
purchased
Treasury shares sold
Dividends—preferred
shares
Release of property
and equipment
revaluation reserve
on depreciation and
disposal of
previously revalued
assets
Changes in minority
interest share of net
assets
31 December 2009

Revaluation
Property
Reserve of
and
AvailableCumulative
for-Sale Equipment
Translation Investment Revaluation
Reserve∗ Securities∗
Reserve∗
121

(1,797)

Retained
Earnings∗

Total

NonControlling
Interest

Total
Equity

22,502

102,602

190,798

257

191,055

—

—

15,710

15,710

166

15,876

821

(4,133)

—

(1,766)

(13)

(1,779)

821

(4,133)

15,710

13,944

1253

14,097

—

—

—

—

33,747

—

33,747

—

—

—

—

—

48,019

—

48,019

(601)
10

(47)
13

—
—

—
—

—
—

—
—

(4,250)
23

—
—

(4,250)
23

—

—

—

—

—

—

(1,679)

(1,679)

—

(1,679)

—

—

—

—

—

(248)

248

—

—

—

—

—

—

—

—

—

—

—

—

—

(60)

(60)

83,571

46,891

13,233

1,317

(103)

1,667

(976)

18,121

116,881

280,602

350

280,952

As at 31 December 2009, 2008 and 2007, the Group was
owned by the following shareholders, which own more than
5% of the issued shares of the Group:

Timur Kulibayev and Dinara Kulibayeva
Samruk-Kazyna
Others (individually own less than 5%)
(∗)
(∗∗)

31 December 2009
31 December 2008
31 December 2007
Stake in
Stake in
Stake in
Stake in
Stake in
Stake in
Total Shares
Total Voting
Total Shares
Total Voting
Total Shares
Total Voting
Issued(∗)
Shares(∗∗)
Issued(∗)
Shares(∗∗)
Issued(∗)
Shares(∗∗)
41.80%
67.33%
61.86%
93.33%
61.86%
94.15%
26.81%
24.57%
—
—
—
—
31.39%
8.10%
38.14%
6.67%
38.14%
5.85%
100.00%
100.00%
100.00%
100.00%
100.00%
100.00%

Total shares issued include common and preferred shares.
GDRs are not included in the calculation of stake in total voting shares since the information on the holders of GDRs is undisclosed and as
such GDRs are recognized as non-voting, Holders of GDRs have the option to disclose their information at any time. On disclosure of their
information the holders of GDRs have the right to participate in voting.
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Note 3. Significant Accounting Policies (in part)
Equity
Share capital—The Group classifies a financial instrument
that it issues as a financial asset, financial liability or an equity
instrument in accordance with the substance of the contractual arrangement. An instrument is classified as a liability if it
is a contractual obligation to deliver cash or another financial
asset, or to exchange financial assets or financial liabilities
on potentially unfavourable terms. An instrument is classified
as equity if it evidences a residual interest in the assets of
the Group after the deduction of liabilities. The components
of a compound financial instrument issued by the Group are
classified and accounted for separately as financial assets,
financial liabilities or equity as appropriate.
External costs directly attributable to the issue of new
shares, other than on a business combination, are shown as a
deduction from the proceeds in equity. Prior to 13 May 2003,
any excess of the fair value of consideration received over

the nominal value of shares issued was recognized as share
premium reserve. Effective 13 May 2003, upon change in
law concerning “Joint Stock Companies”, the nominal amount
concept was restricted to placement of shares only between
the founders of an entity. For all other investors, share capital is recorded at placement value being the consideration
received by an entity for its shares.
Treasury shares—When the group acquires its own share
capital, the amount of the consideration paid, including directly attributable costs, net of any related tax benefit, is recognised as a change in equity. Shares repurchased by the Group
are cancelled. Repurchased shares are classified as treasury
shares and are held at cost. These shares are treated as a
deduction from the issued and weighted average number of
shares, and the cost price of the shares is presented as a
deduction from total equity. The par value of the shares is
presented as a deduction from ordinary share capital and the
remainder of the cost is presented as a deduction from ordinary share premium. Dividends received on treasury shares
are eliminated on consolidation.
Dividends—Dividends are recognized as a liability and deducted from equity on the date they are declared. Dividends
are disclosed when they are proposed before the reporting
date or proposed or declared after the reporting date but before the consolidated financial statements are authorized for
issue.

Note 25. Equity
Authorized, issued and fully paid number of shares as at 31
December 2009, 2008 and 2007 were as follows:

Common
Non-convertible preferred
Convertible preferred

Common
Non-convertible preferred
Convertible preferred

Common
Non-convertible preferred
Convertible preferred

Share Capital
Authorized
2,400,000,000
600,000,000
80,225,222

Share Capital
Authorized and
Not Issued
(1,091,584,040)
(2,90,140,570)
—

31 December 2009
Fully Paid and
Issued Share
Capital
1,308,415,960
309,859,430
80,225,222

Share Capital
Repurchased
(7,899,791)
(23,970,179)
(294,821)

Outstanding
Shares
1,300,516,169
285,889,251
79,930,401

Share Capital
Authorized
1,129,016,660
24,742,000
80,225,222

Share Capital
Authorized and
Not Issued
(145,000,000)
—
—

31 December 2008
Fully Paid and
Issued Share
Capital
984,016,660
24,742,000
80,225,222

Share Capital
Repurchased
(4,585,603)
(199,321)
(113,677)

Outstanding
Shares
979,431,057
24,542,679
80,111,545

Share Capital
Authorized
1,129,016,660
24,742,000
80,225,222

Share Capital
Authorized and
Not Issued
(145,000,000)
—
—

31 December 2007
Fully Paid and
Issued Share
Capital
984,016,660
24,742,000
80,225,222

Share Capital
Repurchased
(4,257,172)
(55,237)
(32,610)

Outstanding
Shares
979,759,488
24,686,763
80,192,612
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All shares are KZT denominated. Movements of shares outstanding are as follows:

31 December 2006
Capital contributions
Purchase of treasury shares
31 December 2007
Capital contributions
Purchase of treasury shares
31 December 2008
Capital contributions
Purchase of treasury shares
Sale of treasury shares
31 December 2009

Common
970,689,036
9,468,878
(398,426)
979,759,488
—
(328,431)
979,431,057
324,399,300
(4,663,879)
1,349,691
1,300,516,169

Number of Shares
Non-Convertible
Preferred
24,742,000
—
(55,237)
24,686,763
—
(144,084)
24,542,679
285,117,430
(24,023,569)
252,711
285,889,251

At 31 December 2009, the Group held 7,899,791 of the
Group’s common shares as treasury shares at KZT 103 million (31 December 2008—4,585,603 at KZT 69 million; 31
December 2007—4,257,172 at KZT 66 million).
Common shares
Each common share is entitled to one vote and dividends.
Preferred shares
In accordance with IAS 32 “Financial Instruments: Presentation,” both the non-convertible and convertible preferred
shares (together, the “Preferred Shares”) are classified as
compound instruments. On a return of capital on liquidation,
the assets of the Group available for distribution are applied
in priority to any payment to the holders of common shares
in paying to the holders of the Preferred Shares an amount
equal to the nominal capital paid up or credited as paid up.
The terms of the Preferred Shares require that the Bank
pay a nominal dividend amount of 0.01 KZT per share in order to comply with Kazakhstan legislation, which represents
the liability component. This legislation requires joint stock
companies to pay a certain guaranteed amount of dividends
on preferred shares. According to Kazakhstan legislation on
Joint Stock Companies, dividend payments on the preference
shares cannot be less than the dividends paid on common
shares. Furthermore, the dividends on common shares will
not be paid until dividends on preference shares are fully paid.
The payment of additional dividends on the Preferred
Shares is determined based on a formula specified in the preference share agreement and is based on the Group’s profitability. Where the Group has net income no greater than KZT
160 times the quantity of issued Preferred Shares, multiplied
by a factor of inflation as published by the NBK plus one per
cent, the dividend per Preferred Share is determined as net
income divided by the quantity of issued Preferred Shares.
Where net income is greater than this, the dividend per Preferred Share is calculated as KZT 160 multiplied by a factor of
inflation as published by the NBK plus one per cent. Inflation
in either calculation will range between three and nine per
cent. Dividends on the Preferred Shares are only paid if declared and approved by the Board of Directors at the Annual
General Meeting of the Shareholders.
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Convertible
Preferred
80,215,187
—
(22,575)
80,192,612
—
(81,067)
80,111,545
—
(181,344)
200
79,930,401

Nominal (Placement) Amount
Non-Convertible Convertible
Common
Preferred
Preferred
44,939
2,474
13,233
4,847
—
—
(28)
—
—
49,758
2,474
13,233
—
—
—
(3)
—
—
49,755
2,474
13,233
33,747
48,019
—
(47)
(3,602)
—
13
—
—
83,468
46,891
13,233

The Preferred Shares do not have any voting rights, unless
the payment of preferred dividends has been delayed for three
months or more from the date they became due.
Share premium reserve—Share premium reserve represents an excess of contributions received over the nominal
value of shares issued.
Convertible preferred shares—Each convertible preferred
share is convertible to one common share at the discretion of
the Board of Directors. In addition, the Group will pay a compensation amount to each convertible preferred shareholder
on conversion based on a formula specified in the preference
share agreement. This payment is calculated such that, at
the date of conversion, if the value of the common shares received by the preferred shareholder is less than KZT 160 per
share, the Group will reimburse the preferred shareholders
for the difference in cash at the time of conversion.
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Note 27. Share Capital and Premium

Redeemable Cumulative Option-Holding
Preference Shares, Minority
Interest—Preference Shares

27.1 Ordinary Share Capital
Group
2009
2008
Rm
Rm

ABSA Group Limited (Dec 2009)
Authorised
880,467,500 (2008: 800,000,000) ordinary shares of
R2,00 each

CONSOLIDATED STATEMENT OF FINANCIAL
POSITION (in part)
As at 31 December
Group
Note
Equity
Capital and Reserves
Attributable to ordinary equity
holders of the Group:
Share capital
Share premium
Other reserves
Retained earnings
Minority interest—ordinary
shares
Minority interest—preference
shares
Total equity

27
27
28

2009
Rm

2008(1)
Rm

2007(1)
Rm

1,432
4,784
1,178
43,153
50,547

1,354
2,251
3,010
40,992
47,607

1,350
2,292
384
33,612
37,638

1,299

1,042

341

4,644
56,490

4,644
53,293

4,644
42,623

Issued
718,210,043 (2008: 680,278,301) ordinary shares of
R2.00 each
1,841,624 (2008: 2,400,220) treasury shares held by
the Absa Group
Limited Share Incentive Trust
545,111 (2008: 905,111) treasury shares held by
Absa Life Limited
Nil (2008: 500) treasury shares held by Absa Group
Limited
Employee Share Ownership Administrative Trust
Total issued capital
Share capital
Share premium

1,761

1,600

1,437

1,361

(4)

(5)

(1)

(2)

—
1,432

(0)
1,354

1,432
4,784
6,216

1,354
2,251
3,605

Authorised shares
29

ACCOUNTING POLICIES (in part)
For the year ended 31 December.

Note 1. Summary of Significant Accounting Policies
(in part)
1.8 Share capital
Ordinary shares
Incremental costs directly attributable to issue of ordinary
shares and share options are recognised as a deduction from
equity.
Preference share capital
Preference share capital is classified as equity if it is nonredeemable, or redeemable only at the Company’s option,
and any dividends are discretionary. Dividends thereon are
recognised as distributions within equity.
Preference share capital is classified as a liability if it is
redeemable on a specific future date or at the option of the
shareholders, or if dividend payments are not discretionary.
Dividends thereon are recognised as an interest expense in
the profit and loss component of the statement of comprehensive income.
Where preference shares contain both a liability and an
equity component, such components are classified separately
as financial liabilities and equity components.

The authorised share capital was increased during the current
year in terms of article 177.4 of the Articles of Association
of the Company, which states that upon redemption of any
issued redeemable preference share, that issued share shall:
• be automatically cancelled as to its issue, but not as to
its authorisation; and simultaneously
• be automatically converted from an authorised but unissued redeemable preference share to an authorised
but unissued ordinary share of R2,00 each ranking pari
passu in all respects with the authorised ordinary shares
(refer to note 27.2 for the redemption of preference
shares).
Unissued shares
The unissued shares are under the control of the directors
subject to a limit of 5% of issued ordinary share capital as at
the statement of financial position date, in terms of a general
authority to allot and issue them on such terms and conditions
and at such times as they deem fit. This authority expires at
the forthcoming annual general meeting of the Company.
The Group has a share incentive trust in terms of which
shares are issued and share options are granted. Details of
the share incentive trust are set out in note 55. As required by
IFRS and the JSE Limited, the Share Incentive Trust has been
consolidated into the Group’s annual financial statements.
Shares issued during the current year
The following ordinary shares were issued during the year
to meet the obligation of the Absa Group Limited Employee
Share Ownership Administrative Trust:
• On 17 March 2009, 93,900 shares at R64,80 per share,
being R2,00 par value and R62,80 share premium.
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• On 24 June 2009, 434,900 shares at R68,30 per share,
being R2,00 par value and R66,30 share premium.
The following ordinary shares were issued during the year to
meet the obligation of the Absa Group Limited Share Incentive
Trust:
• On 24 June 2009, 753,642 shares at R41,97 per share,
being R2,00 par value and R39,97 share premium.
The following ordinary shares were issued during the year
to meet the obligation of Batho Bonke Capital (Proprietary)
Limited exercising its options to subscribe for ordinary shares:
• On 15 June 2009, 36,649,300 shares at R68,30
per share, being R2,00 par value and R66,30 share
premium.
Shares issued during the previous year
The following ordinary shares were issued during the previous
year to meet the obligation of the Absa Group Limited Share
Ownership Administrative Trust:
• On 13 March 2008, 118,900 shares at R69,00 per share,
being R2,00 par value and R67,00 share premium.
• On 11 June 2008, 91,000 shares at R63,40 per share,
being R2,00 par value and R61,40 share premium.
• On 12 September 2008, 86,300 shares at R69,00
per share, being R2,00 par value and R67,00 share
premium.
• On 15 December 2008, 63,300 shares at R64,10
per share, being R2,00 par value and, R62,10 share
premium.
The following ordinary shares were issued to meet the obligation of the Absa Group Limited Share Incentive Trust:
• On 30 June 2008, 1,345,727 shares at R38,43 per
share, being R2,00 par value and R36,43 share
premium.
All shares issued by the Company were paid in full.
27.2 Preference share capital—unlisted
Group
2009
2008
Rm
Rm
Authorised
Nil (2008: 80,467,500) redeemable cumulative
option-holding preference shares of R2,00 each
Issued
Nil (2008: 75,260,000) redeemable cumulative
option-holding preference shares of R2,00 each

—

161

—

151

Authorised and issued preference shares
The authorised and issued preference shares were reduced
when the Group entered into an agreement with Batho Bonke
Capital (Proprietary) Limited (Batho Bonke) to assist in the
partial realisation and exercise of the 73,152,300 options. This
was achieved on 1 June 2009 through the repurchase and
cancellation of 49,9% of the preference shares and the exercise of the remaining 36,649,300 options by Batho Bonke.
The exercise by Batho Bonke of the remaining 50,1% options
was financed partially through the proceeds from the repurchase of 49,9% preference shares and through a three-month
back-up funding facility provided by the Group.

IFRS ATT 2.24

As a result the authorised ordinary share capital was increased in terms of article 177.4 of the Articles of Association
of the Company (refer to note 27.1).
The redeemable cumulative option-holding preference
shares expired on 1 July 2009.
On 1 September 2009, Batho Bonke successfully concluded and raised third-party funding of R1,686 million from
a consortium of financial institutions, thereby replacing the
Group’s back-up funding facility from 1 September 2009. All
conditions precedent have been fulfilled.
Previously these shares met the definition of debt under IAS
32—Financial instruments: Presentation, and were therefore
included under ‘Borrowed funds’ (refer to note 26).
The 73,152,300 preference shares held by Batho Bonke in
2008 were entitled to voting rights equivalent to those of the
listed ordinary shares. The shares held by the Absa Group
Limited Employee Share Ownership Administrative Trust were
not entitled to voting rights.
Shares redeemed during the current year
The following options held by the Absa Group Limited
Share Ownership Administrative Trust were exercised by
employees:
• On 17 March 2009, 93,900 preference shares were redeemed and converted into ordinary share capital at
R64,80 per share, being R2,00 par value and R62,80
share premium.
• On 24 June 2009, 434,900 preference shares were redeemed and converted into ordinary share capital at
R68,30 per share, being R2,00 par value and R66,30
share premium.
• On 1 July 2009, 1,578,900 preference shares were forfeited and cancelled.
The following options held by Batho Bonke were exercised
and cancelled:
• On 15 June 2009, 36,649,300 preference shares were
redeemed and converted into ordinary share capital at
R68,30 per share, being R2,00 par value and R66,30
share premium.
• On 15 June 2009, 36,503,000 preference shares were
bought back by Absa Group Limited at R29,10 per share
and cancelled.
Shares redeemed during the previous year
The following options held by the Absa Group Limited Employee Share Ownership Administrative Trust were exercised
by employees:
• On 13 March 2008, 118,900 preference shares were
redeemed and converted into ordinary share capital at
R69,00 per share being R2,00 par value and R67,00
share premium.
• On 11 June 2008, 91,000 preference shares were redeemed and converted into ordinary share capital at
R63,40 per share, being R2,00 par value and R61,40
share premium.
• On 12 September 2008, 86,300 preference shares were
redeemed and converted into ordinary share capital at
R69,00 per share, being R2,00 par value and R67,00
share premium.
• On 15 December 2008, 63,300 preference shares were
redeemed and converted into ordinary share capital at
R64,10 per share, being R2,00 par value and R62,10
share premium.
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Note 29. Minority Interest—Preference Shares (Listed)
Group
2009
2008
Rm
Rm
Authorised
30,000,000 (2008: 30,000,000) non-cumulative
non-redeemable preference shares of R0,01 each
Issued
4,944,839 (2008: 4,944,839) non-cumulative
non-redeemable preference shares of R0,01 each
Total issued capital
Share capital
Share premium

1

1

1

1

1
4,643
4,644

1
4,643
4,644

The preference shares have a dividend rate of 63,0% of the
prime overdraft lending rate. The holders of such shares shall
not be entitled to voting rights unless a declared preference
dividend remains in arrear and unpaid after six months from
the due date thereof, or a resolution is proposed by Absa Bank
Limited which directly affects the rights attached to the nonredeemable preference shares or the interest of the holders
thereof.

Note 55. Share-Based Payments (in part)

55.3 Absa Group Limited Employee Share Ownership
Administrative Trust
As of the implementation date (1 July 2004), all employees
of South African wholly owned subsidiaries (excluding executive directors of Absa Group Limited and Absa Bank Limited),
were eligible to participate in this one-off equity-settled sharebased payment scheme. Each employee who elected to participate was issued and allotted 200 compulsory redeemable
cumulative option-holding preference shares against a receipt
of the R400,00 subscription price. A maximum of 7,315,200
preference shares were available for allocation to the trust.
On 1 July 2004, 6,085,200 preference shares were issued.
The preference shares receive a dividend calculated on the
par value of the preference shares at a rate of 72% of the
prime overdraft rate. These dividends are compounded and
paid semi-annually in arrear on 30 September and 31 March
each year. The Group will redeem the preference shares on
exercise of the options by the employee or on forfeiture of the
options on the final option exercise date. Options vest after
three years from the date of issue and are forfeited after five
years from the date of issue. Options can be exercised on
1 March, 1 June, 1 September or 1 December each year.
Exercise may occur in lots of 100 only and on payment of
the option strike price, which will vary between R48,00 and
R69,00 dependent on the 30-day volume weighted trading
price on the JSE.
The number and weighted average exercise prices of share
options are as follows:

55.2 Batho Bonke Capital (Proprietary) Limited
The Group entered into a black economic empowerment
(BEE) transaction with Batho Bonke Capital (Proprietary) Limited in July 2004. The shares issued in terms of the transaction
vested immediately. Due to the shares issued vesting immediately and also as a result of the issue being before 1 January
2005, the provisions of IFRS 2 Share-based payments were
not applicable. In the current period 49,9% of the options were
repurchased from Batho Bonke (Proprietary) Limited at a discount to their fair value. Batho Bonke utilised the proceeds to
exercise 11,970,536 options. The Group provided bridging finance for the remaining 24,678,764 options. The life of these
options was effectively extended for three months, effective 1
June 2009. The modification did not result in an increase in
the fair value of these options and therefore, in terms of the
provisions of IFRS 2, no cost was recognised in the statement
of comprehensive income in the current period.
The bridging finance was redeemed on 1 September 2009
and Batho Bonke Capital (Proprietary) Limited exercised the
balance of the options outstanding.
The number and weighted average exercise price of share
options are as follows:
Weighted
Average
Exercise
Price
R
Outstanding at the beginning of
the year
Exercised during the year
Repurchased during the year
Outstanding at the end of the year
Of which are exercisable

48–69
68–30
—
48–69
48–69

Weighted
Average
Exercise
Price
R
Outstanding at the beginning of
the year
Exercised during the year
Forfeited during the year
Outstanding at the end of the year
Of which are exercisable

48–69
67–23
48–69
48–69
48–69

Group
Number of Options
2009
2008
’000
’000
559
(539)
(20)
—
—

946
(368)
(19)
559
559

Options exercised during the year resulted in 539,200 (2008:
367,600) shares being allocated at an average exercise price
of R67,23 (2008: R66,87) each. The related weighted average share price at the time of exercise was R98,99 (2008:
R102,94).

Group
Number of Options
2009
2008
’000
’000
73,152
(36,649)
(36,503)
—
—

73,152
—
—
73,152
73,152
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Deferred Shares, Convertible Redeemable
Preference Shares, Convertible Debentures
Classified as Equity, Receivable for Purchase
of Convertible Preference Shares
2.25

Seven Arts Pictures plc (Jun 2009)
Author’s Note
Seven Arts Pictures’s financial statements may not fully
reflect the requirements of IAS 1 revised because its
fiscal year end is June 30. It was not required to and
did not early adopt the revised standard.
CONSOLIDATED BALANCE SHEETS (in part)
Notes
Shareholders Equity
Issued capital
Convertible debentures
Additional paid in capital
Receivable from EBT
Accumulated deficit
Translation reserve
Profit (loss) current period
Shareholders equity

Year Ended
June 30, 2009

3 Months Ended
June 30, 2008

Year Ended
March 31, 2008

$16,174,814
3,432,450
7,735,990
(2,480,176)
(25,675,060)
(2,208,374)
4,736,965
$ 1,716,609

$19,454,686
3,432,450
4,415,026
—
(26,031,681)
(795,308)
356,621
$ 831,794

$19,454,686
3,432,450
4,355,100
—
(21,473,796)
(800,558)
(4,557,885)
$ 409,997

14
15
17
17

CONSOLIDATED STATEMENT OF
SHAREHOLDERS’ EQUITY (in part)
Common Stock
Shares
Amount
Balance, June 30, 2008
Exercise of stock options
Oct 2008 (£0.756 per
share)
EBT conversion of
2,500,000 preference
shares into 2,000,000
common shares
(£0.255 per share)
Exercise of stock options
Dec 2008 (£1.05 per
share)
Issuance of common
stock to Trafalgar in
exchange for
cancellation of
warrants (non-cash)
May 2009
Options issued for period
end June 30, 2009
Adjustment for issuance
of 700,000 shares in
settlement of the
March 31, 2007
Apollo loan
Share options subscribed
December 2, 2008
paid $200,000 but not
issued
EBT stock purchase
Net profit/(loss)
FX translation gain/(loss)

4,870,800

$2,149,292

12,500

5,161

2,000,000

825,800

10,000

34,000

Balance, June 30, 2009

6,927,300

Deferred Stock
Shares
Amount
13,184,000

$11,636,594

Convertible
Preference Shares
Shares
Amount
3,000,000

$5,668,800

Convertible
Debentures
Shares
Amount
1,750,000

$3,432,450

Additional Paid
in Capital
Amount
$4,415,026

Receivable
From EBT
Amount

Accumulated
Deficit
Amount

Translation
Adjustment
Amount

Total

$

$(25,675,060)

$ (795,309)

$ 831,793

10,446

15,607

3,303,200

—

4,129

13,246

17,375

14,038

(14,038)

—

195,521

195,521

(408,553)

(408,553)

(2,500,000)

(4,129,000)

221,142
(1,413,066)

221,142
(2,480,176)
4,736,965
(1,413,066)

$(2,208,375)

$1,716,609

(2,480,176)
4,736,965

IFRS ATT 2.25

$2,998,420

13,184,000

$11,636,594

500,000

$1,539,800

1,750,000

$3,432,450

$7,735,990

$(2,480,176)

$(20,938,095)
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NOTES TO CONSOLIDATED FINANCIAL
STATEMENTS (in part)
Note 1. Accounting Policies (in part)
1.20 Convertible preference shares and debentures
All convertible preference shares may be converted into ordinary shares on the election of the shareholder and are not
contingent on certain events. The principal term of the Group’s
convertible debentures and shares are as follows:
1. Langley Park Investment Trust PLC (“Langley”) has converted 1,250,000 of its convertible redeemable debentures (“Debentures”) into 1,000,000 ordinary shares,
which are included in the ordinary shares outstanding
after December 31, 2008. Langley’s remaining Debentures £1,750,000, or $3,432,450 (at the prevailing exchange rate as of March 31, 2007) are convertible into
700,000 ordinary shares on a 2-to-1 basis. There is no
due date or required due date on the Group’s Debentures. The Debentures rank junior to all the Group’s in-

debtedness and senior only to its ordinary and preference shares.
2. The Company set up an Employee Benefit Trust (“EBT”)
in December, 2008 and, shortly thereafter, the EBT
entered into an agreement to purchase the 3,000,000
convertible preference shares held by Armadillo Investment Trust (“Armadillo”) for £1,500,000, to be paid in
three equal installments of £500,000, and the return of
the 1,600,000 ordinary shares in Armadillo owned by
the company, valued at £800,000 for an aggregate purchase price of £2,300,000. The agreed upon purchase
price was to be loaned to the EBT by the Company at
a nominal interest rate and, to date, the Company has
advanced £500,000 as the first of three equal installments, together with the 1,600,000 ordinary shares of
Armadillo, to the EBT which has paid them over to Armadillo. The Company has guaranteed the second and
third installments that the EBT owes Armadillo, aggregating £1,000,000. The EBT in turn owes the Company
£1,475,000 ($2,436,110) and this amount has been
booked as a contra asset under share premium, which
is a deduction from shareholders’ equity. The EBT will
owe the Company an additional £1,000,000 when the
Company has made good on its obligation.

Note 14. Share Capital

Authorized
6,000,000, £1 convertible, redeemable preference shares for all periods
102,636,800 common shares of £0.25 each for all periods
13,184,000 deferred shares of £0.45 each for all periods
Allotted and Called Up
500,000 as at June 30 2009; 3,000,000, £1 convertible, redeemable preference
shares for other periods
6,927,300 as at June 30 2009; 4,870,800 common shares of £0.25 outstanding
for other periods
13,184,000 deferred shares of £0.45 each for all periods

During the year ended March 31, 2005, Seven Arts issued
approximately £3,000,000 of convertible redeemable preference shares to Armadillo Investments plc (“Armadillo”) in return for 3,000,000 ordinary shares from Armadillo, valued at
$5,669,000. The convertible redeemable preference shares
held by Armadillo were acquired by the Seven Arts Employee
Benefit Trust (“Trust”) on October 30, 2008 and 2,500,000 of
the preference shares were converted into 2,000,000 of the
Company’s ordinary shares on November 20, 2008. The remaining 500,000 convertible preference shares owned by the
EBT are convertible into 200,000 ordinary shares of Seven
Arts Pictures plc. The terms attached to the convertible redeemable preference shares include (i) no dividends, (ii) a
liquidation preference, (iii) conversion rights into common
shares, and (iv) redemption rights only in the event of certain defaults by the Company.
In the Fiscal Year ended June 30, 2009 the group added
an aggregate of 2,056,500 shares of common stock comprised of 2,000,000 shares issued to the EBT on conversion
of 2,500,000 convertible preference shares, 34,000 shares
issued to Trafalgar Capital Specialized Investment Fund and

Year Ended
30-Jun. 2009

3 Months Ended
30-Jun. 2008

Year Ended
31-Mar. 2008

$11,337,600
45,278,595
11,636,594
$68,252,789

$11,337,600
45,278,595
11,636,594
$68,252,789

$11,337,600
45,278,595
11,636,594
$68,252,789

$ 1,539,800

$ 5,668,800

$ 5,668,800

2,998,420
11,636,594
$16,174,814

2,149,292
11,636,594
$19,454,686

2,149,292
11,636,594
$19,454,686

22,500 shares issued upon conversion of stock options. The
EBT conversion resulted in an addition of $825,800 to the
share capital account and $3,303,200 to the share premium
account and in a reduction of $4,129,000 in the carrying value
of the preference shares in the capital account.
The Group’s deferred shares have essentially no rights for
participation with income or assets of the Group other than
their existing rights under share ownership. The Company has
the right to cancel the deferred shares or purchase them back
for a nominal price.
During the Fiscal Year ended March 31, 2007, Seven Arts
Pictures Inc. (“SAP Inc.”) assumed for its account a loan in the
amount of $2,500,000 made by Apollo Media GmbH (“Apollo”)
to Seven Arts Filmed Entertainment Limited relating to the motion picture Stander. In return, Seven Arts Pictures Plc (plc),
whose predecessor company had previously guaranteed the
loan up to an amount of $1,800,000, issued 700,000 new
shares to SAP Inc. who, in turn, pledged the shares to Apollo
to secure the loan. SAP Inc. further agreed with Plc that it
would be responsible for any residual liability to Apollo that
was not met from the sale of a maximum of 400,000 of these
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shares, and that proceeds from the sale of the balance of the
shares would be remitted back to Seven Arts Pictures Plc. The
company originally valued the shares issued as the amount
of the guaranty, but has now adjusted the entry to properly
reflect the then market value of the shares issued.

Note 15. Convertible Debentures
Group and Company
3 Months
Year Ended
Ended
Year Ended
30-Jun. 2009
30-Jun. 2008
31-Mar. 2008
Convertible
Debentures

During the year ended March 31, 2005, Seven Arts issued £3,000,000, of convertible debt to Langley Park Investment Trust PLC (“Langley”) in return for 3,000,000 ordinary
shares in Langley valued at approximately $5,204,000. Langley converted 1,250,000 of its convertible debentures into
1,000,000 ordinary shares on March 15, 2007. The remaining $1,750,000 of convertible debentures are convertible into
700,000 ordinary shares.
The convertible debentures bear no interest, are entitled
to a liquidation preference ahead of common and preferred
shareholders, are convertible into common shares and are redeemable only in the event of certain defaults by the company.

Author’s Note
$3,432,450

$3,432,450

$3,432,450

IFRSs does not provide specific guidance on the presentation of the following balance sheet line items. However, IAS 1 establishes that an entity provide additional
line items, headings and subtotals in the balance sheet
when such presentation is relevant to an understanding
of the entity’s financial position.

Current Assets—Prepaid Expenses
2.26

Telecom Corporation of New Zealand
(Jun 2009)
Author’s Note
Telecom Corporation of New Zealand’s financial statements may not fully reflect the requirements of IAS 1
revised because its fiscal year end is June 30. It was not
required to and did not early adopt the revised standard.
BALANCE SHEETS (in part)
As at 30 June 2009 and 2008
Group
(Dollars in millions)
Current Assets:
Cash
Short-term derivative assets
Receivables and prepayments
Taxation recoverable
Inventories
Total current assets

IFRS ATT 2.26

Notes

10
11
12

Parent

2009 NZ$M

2008 NZ$M

2009 NZ$M

2008 NZ$M

261
2
781
47
97
1,188

779
15
912
93
57
1,856

—
—
485
—
—
485

—
—
689
—
—
689
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NOTES TO THE FINANCIAL STATEMENTS (in part)
Note 11. Receivables and Prepayments
Group
30 June
Trade receivables
Less allowance for doubtful accounts receivable
Unbilled rentals and tolls
Prepaid expenses and other receivables
Due from subsidiaries

2009 NZ$M
510
(29)
481
182
118
—
781

Parent
2008 NZ$M
530
(32)
498
301
113
—
912

2009 NZ$M
—
—
—
—
—
485
485

2008 NZ$M
—
—
—
—
—
689
689

Notes

2009
US$ ’000

2008
US$ ’000

46,980
224,708
52,590
65,064
17,275
49,165
58,159
50,061
1,511,162
2,075,164
78,276
5,991,018

58,162
257,455
40,228
82,303
21,597
142,369
87,859
—
674,195
1,364,168
20,563
5,220,808

Bad debts of NZ$27 million (30 June 2008: NZ$41 million)
were written off against the allowance for doubtful accounts
during the year.

Current Assets—Amounts Due From Joint
Venture Partners, Supplier Advances for
Capital Expenditure, Time Deposits
2.27

Millicom International Cellular S.A. (Dec 2009)
CONSOLIDATED BALANCE SHEETS (in part)
As of December 31, 2009 and 2008

Assets
Current Assets
Inventories
Trade receivables, net
Amounts due from joint venture partners
Prepayments and accrued income
Current income tax assets
Supplier advances for capital expenditure
Other current assets
Time deposit
Cash and cash equivalents
Total current assets
Assets held for sale
Total assets

19

20
21
22
6

NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (in part)
Note 2. Summary of Consolidation and Accounting
Policies (in part)
2.13 Deposits (in part)
Time deposits
Cash deposits with banks with maturities of more than 3
months that generally earn interest at market rate are classified as time deposits.
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Non-Current Assets—Prepaid Expenses
and Advance Payments
2.28

SAP AG (Dec 2009)
NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (in part)
Note 15. Other Non-Financial Assets
Other non-financial assets

€ millions

Current
91
35
8
11
2
147

Prepaid expenses
Other tax assets
Advance payments
Inventories
Miscellaneous other assets
Total other non-financial assets

2009
Non-Current
35
0
0
0
0
35

Total
126
35
8
11
2
182

Current
84
27
8
5
2
126

2008
Non-Current
32
0
0
0
0
32

Total
116
27
8
5
2
158

Prepaid expenses primarily consist of prepayments for operating leases, support services and software royalties that will
be charged to expense in future periods.

Current Liabilities—Advances From Customers
2.29

C.M.T. Medical Technologies Ltd. (Dec 2009)
CONSOLIDATED BALANCE SHEETS (in part)
December 31
2008

2009
U.S. Dollars

Note
Liabilities and Equity
Current liabilities:
Other current liabilities
Total current liabilities

14

NOTES TO CONSOLIDATED FINANCIAL
STATEMENTS (in part)
Note 14. Other Current Liabilities

Employees and payroll accruals
Related parties
Accrued expenses
Advances from customers
Other accounts payable

IFRS ATT 2.28

December 31
2008
2009
U.S. Dollars in Thousands
1,827
1,541
63
—
19
273
244
80
416
322
2,569
2,216

Convenience
Translation (Note 2e)
December 31, 2009
Euro

(In thousands)

2,569
6,238

2,216
4,486

1,537
3,113
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Current and Non-Current Liabilities—Deferred
Income
2.30

Crucell N.V. (Dec 2009)
CONSOLIDATED STATEMENTS OF FINANCIAL
POSITION (in part)
(Amounts in thousands of Euro)
Liabilities and Equity
Other non-current liabilities and deferred income
Current Liabilities
Other current liabilities and deferred income

Notes

December 31, 2009

December 31, 2008
As Adjusted

January 1, 2007
As Adjusted

5.21

55,484
114,700

7,645
65,462

—
66,026

5.21

47,512
158,166
272,866

28,405
118,301
183,763

29,132
90,252
156,278

Total liabilities

NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (in part)
Note 1. General Information (in part)
1.4 Use of Estimates and Judgments (in part)
Revenue Recognition (in part)
Sales transactions concluded by the Group may be complex
as the underlying sales agreements can contain multiple components whose accounting treatment may be affected by the
other components. Reviewing these agreements requires due
care and a degree of management’s judgment. Revenue is not
recognized before it is assessed that significant risks and rewards of ownership have been transferred and that the Group
retains no continuing managerial involvement or effective control over the goods sold. For some transactions this can result
in cash receipts being initially recognized as deferred income
and then released to income over subsequent periods on the

basis of the performance of the conditions specified in the
agreement.
On September 28, 2009 the Group entered into a strategic
collaboration with affiliates of Johnson and Johnson (“JNJ”),
which included among others an equity purchase agreement
and two collaboration agreements. Management determined
that the strategic collaboration should be viewed as one overall agreement as the commercial effect of the full transaction cannot be understood without reference to the series of
agreements as a whole. This affects primarily the accounting
treatment of the premium paid by JNJ over the shares issued.
Management determined that, for accounting purposes, the
premium on the shares is not warranted by the share issuance
itself as it considered the price of the NYSE Euronext listed
shares of the Company at the date of issuance to be the best
fair value indicator. Hence the full premium in an amount of
€68,455 was allocated to the development programs. The
premium was classified as deferred income and will be amortized over the duration of the continuing performance obligations of the development programs.

Note 5. Notes to the Specific Items of the Consolidated
Financial Statements (in part)
5.21 Other liabilities and deferred income—current
and non-current
In thousands of Euro

As of December 31
Deferred income
Accrued salary expenses and payroll taxes
Accrued expenses
Other liabilities

Current
21,301
12,231
11,731
2,249
47,512

2009
Non-Current
54,980
—
—
504
55,484

Total
76,281
12,231
11,731
2,753
102,996

Current
7,882
9,817
8,540
2,166
28,405

2008
Non-Current
7,054
—
—
591
7,645

Total
14,936
9,817
8,540
2,757
36,050
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IAS 2, INVENTORIES

Collaboration with an affiliate of JNJ
On September 28, 2009, the Group entered into two collaboration agreements with Ortho-McNeil-Janssen Pharmaceuticals (an affiliate of JNJ) in conjunction with several other
agreements (See 5.17 ‘Issued share capital and reserves’).
The premium over the fair value of the shares paid by JNJ
for the 18% equity investment amounted to €68,455 and is
classified as deferred income. The amount is amortized over
the duration of the continuing performance obligations of the
development programs.

IFRS Overview and Comparison
to U.S. GAAP
2.32

IAS 2, Inventories, defines inventories as assets held
for sale in the ordinary course of business, assets in the process of production for such sale, and materials or supplies to
be consumed in the production or rendering of services.

Recognition and Measurement
IFRSs

Liabilities in Liquidity Order—Deferred
Revenue

2.33

IAS 2 applies to all inventories, except work in process under construction contracts (IAS 11, Construction Contracts); financial instruments (IAS 32, Financial Instruments:
Presentation, and IAS 39); and biological assets (IAS 41,
Agriculture).

2.31

AEGON N.V. (Dec. 2009)

2.34

CONSOLIDATED BALANCE SHEET OF AEGON N.V.
AS AT DECEMBER 31 (in part)
Amounts in EUR million

Deferred revenue liabilities
Total liabilities

Note
27

2009
69
279,751

2008
42
275,281

IAS 16, Property, Plant and Equipment, requires an
entity to include spare parts and servicing equipment as inventory, except that the entity may include major spare parts
and standby equipment in PPE when it expects to use these
items for more than one period or when the parts and equipment can only be used with an item of PPE. Entities should
classify intangible assets and investment properties as inventory when these items are developed and held for sale in the
ordinary course of business.

2.35 To the extent that inventories are measured according

Note 2. Summary of Significant Accounting Policies
(in part)

to standard industry practice at net realizable value, IAS 2
exempts the following industries from its measurement requirements: producers of agricultural and forest products,
agricultural products after harvest, and minerals and mineral
products. Measurement requirements also do not apply to
commodity broker-dealers who measure their inventories at
fair value less cost to sell. In these cases, an entity should
recognize changes in carrying value in profit or loss.

2.23 Deferred revenue liability

2.36

NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS OF AEGON N.V. (in part)
Amounts in EUR Million, Unless Otherwise Stated.

Initial fees and front-end loadings paid by policyholders and
other clients for future investment management services related to investment contracts without discretionary participation features are deferred and recognized as revenue when
the related services are rendered.

Note 27. Deferred Revenue Liabilities
At January 1
Income deferred
Release to income statement
Net exchange differences
Other
At December 31

IFRS ATT 2.31

2009
42
46
(13)
3
(9)
69

2008
50
13
(9)
(12)
—
42

An entity should recognize items that meet the definition of inventory when the items also meet the definition
of an asset and the recognition criteria. To meet the recognition criteria, the asset should be a probable source of future
economic benefits (probability criteria), and its cost should
be measured reliably (measurement reliability criteria). Cost
includes all costs, including purchase, conversion, and other
incurred costs, necessary to bring the assets to their present
condition and location. An entity should exclude from cost
(a) abnormal waste, storage, and administrative overheads
that do not contribute to bringing inventories to their present
location and condition and (b) selling costs.

2.37 At initial recognition, an entity should measure inven-

tories at cost of production. Production costs consist mainly
of direct labor, including supervisory costs and direct overhead. They also include a systematic allocation of fixed and
variable production overheads that are incurred. Unallocated
overheads are expensed in the period in which they are incurred. Capitalized cost should not include administrative
costs, other nonattributable costs, and profit margins. Entities should measure agricultural produce at fair value less
cost to sell at the point of harvest, in accordance with IAS
41. Subsequently, unless an entity is exempt as previously
explained, the requirements of IAS 2 apply.
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2.38 After initial recognition, an entity should measure in-

Presentation

ventories at the lower of cost or net realizable value. Convenient techniques for measuring cost, such as standard cost or
retail methods, can be used if the results approximate actual
cost.

IFRSs

2.39

item on the balance sheet, classified as current or noncurrent
in accordance with IAS 1.

An entity should use one of the following cost flow
assumptions to assign costs to inventories and expense:
• Specific identification for assets that are not interchangeable or segregated and produced for specific
projects
• First-in, first-out (FIFO)
• Weighted-average cost
IAS 2 requires an entity to apply the same cost flow assumption to inventories of similar nature and use. IAS 2 prohibits
the use of the last-in, first-out (LIFO) cost flow assumption.

2.40

An entity should not carry an asset at an amount exceeding the amount it expects to realize from sale or use.
When there are indicators that the cost is not recoverable,
such as damage or decline in selling price, an entity should
write-down inventories to net realizable value. Net realizable
value is the estimated selling price in the ordinary course of
business less estimated completion costs and costs necessary
to make the sale.

2.41

An entity should recognize the carrying amount of
inventories sold as an expense in profit or loss in the same
period as it recognizes the related revenue.
U.S. GAAP

2.42

Similar to IFRSs, the definition of inventory in the
FASB ASC glossary includes goods awaiting sale (the merchandise of a trading concern and the finished goods of a
manufacturer), goods in the course of production (work in
process), and goods to be consumed directly or indirectly
in production (raw materials and supplies). However, this
definition specifically excludes from classification as inventory long-term assets subject to depreciation accounting or
goods that, when put into use, will be classified as long term.
Therefore, an entity should not classify intangible assets and
investment properties held for sale in the normal course of
business as they could be classified under IFRSs.

2.43 Two key measurement differences between IFRSs and

FASB ASC are the following:
• FASB ASC 330-10-35-1 requires an entity to measure
inventories at the lower of cost or market value. Market
value, defined in the FASB ASC glossary as market, is
current replacement cost, with the constraint that market
value should not exceed net realizable value and should
not be lower than net realizable value less a normal
profit margin.
• FASB ASC 330-10-30-9 permits the use of the LIFO
cost flow assumption.

2.45 An entity should present inventories as a separate line

U.S. GAAP
2.46 Given the scope exclusions noted previously, in accor-

dance with FASB ASC 210-10-50-1, an entity should generally classify inventories as current.

Disclosure
IFRSs
2.47 IAS 2 requires the following disclosures:
• Accounting policies for measuring inventories and the

cost flow assumption applied
• Total carrying amount and carrying amounts of classi-

fications appropriate to the entity
• Carrying amount of any inventories held at fair value

less cost to sell
• Amount recognized as an expense during the period
• Amounts recognized as write-downs or reversals of

write-downs during the period and a recognition of the
circumstances that led to the write-down or reversal
• Carrying amount of inventories pledged as security for
liabilities
U.S. GAAP
2.48 Required disclosures are similar to those in IAS 1, ex-

cept that the SEC requires additional disclosures by entities
that use LIFO. Rule 5-02-6(c) of Regulation S-X requires
an entity to disclose the excess of replacement or current
cost over stated amounts for LIFO inventories. Topic 11(F),
“LIFO Liquidations,” of SEC Codification of Staff Accounting Bulletins requires disclosures about LIFO liquidations,
and topic 5(L), “LIFO Inventory Practices,” directs entities to
the AICPA issues paper Identification and Discussion of Certain Financial Accounting and Reporting Issues Concerning
LIFO Inventories for guidance in the absence of authoritative
literature.

2.44

Unlike IFRSs, FASB ASC 330, Inventory, does not
permit reversals (or recovery) of write-downs of inventory.
A write-down under FASB ASC 330-10-35-14 creates a new
cost basis, with the result that no recoveries should be recognized prior to sale or disposal.
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Presentation and Disclosure
Excerpts—Continuing Application

The charge to the group income statement relating to the write
down of inventories to net recognized value amounted to US$
10 million (2008: US$ 11 million and 2007: US$ 12 million).
The cost of inventories recognized as an expense and
included in cost of sales amounted to US$ 4,467 million
(September 2008: US$ 4,552 million and September 2007:
US$ 4,150 million).

First-in, First-out, Weighted Average Cost,
and Specific Identification
2.49

Sappi Ltd. (Sep 2009)
Author’s Note
Sappi’s financial statements may not fully reflect the
requirements of IAS 1 revised because its fiscal year
end is September 30. It was not required to and did not
early adopt the revised standard.
GROUP BALANCE SHEET (in part)

Assets
Current assets
Inventories
Trade and other receivables
Derivative financial instruments
Cash and cash equivalents
Total assets

15
16
30

2009
2008
(US$ Million)
2,430
792
858
10
770
7,297

1,701
725
698
4
274
6,109

NOTES TO THE GROUP ANNUAL FINANCIAL
STATEMENTS (in part)
For the year ended September 2009.

Note 2. Accounting Policies (in part)
2.2.8 Inventories
Inventories are stated at the lower of cost or net realized value.
Cost includes all costs of purchase, costs of conversion and
other costs incurred in bringing the inventories to their present
location and condition. Net realized value is the estimated selling price in the ordinary course of business, less the estimated
cost of completion, distribution and selling.
Cost is determined on the following basis:
• First in first out (FIFO): finished goods
• Weighted average: raw materials, work in progress and
consumable stores
• The specific identification basis is used to arrive at the
cost of items that are not interchangeable

Note 15. Inventories

Raw materials
Work in progress
Finished goods
Consumable stores and spares

IFRS ATT 2.49

2.50

Barry Callebaut AG (Aug 2009)
Author’s Note

At September 2009

Note

Fair Value Less Cost to Sell—Broker Trader
Exemption From IAS 2

2009
2008
(US$ Million)
155
163
83
62
347
324
207
176
792
725

Barry Callebaut’s financial statements may not fully
reflect the requirements of IAS 1 revised because its
fiscal year end is August 30. It was not required to and
did not early adopt the revised standard.
CONSOLIDATED BALANCE SHEET (in part)
As of August 31
(Thousands of CHF)
Assets
Current assets
Cash and cash equivalents
Short-term deposits
Trade receivables and other
current assets
Inventories
Current income tax assets
Derivative financial assets
Total current assets

Notes

13
14
15

2009

2008

33,993
2,137

35,172
947

524,847
1,294,545
5,489
221,649
2,082,660

531,132
1,414,601
2,914
321,020
2,305,786

SUMMARY OF ACCOUNTING POLICIES (in part)
Inventories
The Group principally acquires cocoa beans, any semifinished products resulting from cocoa beans (such as cocoa
liquor, butter, cake or powder), other raw materials such as
sweeteners, dairy and nuts and has industrial chocolate inventories with the purpose of selling them in the near future
and generating a profit from fluctuations in price or brokertraders’ margin. The Group therefore acts as a broker-trader’s
of such commodities and these inventories are measured at
fair value less costs to sell in accordance to the broker-trader
exemption per IAS 2.5 (Inventories).
Other inventories, such as finished consumer products and
other items related to the Price List Business are stated at the
lower of cost and net realizable value. The cost of inventories
comprises the costs of materials, direct production costs including labor costs and an appropriate proportion of production overheads and factory depreciation. For movements in
inventories, the average cost method is applied. Net realizable value is defined as the estimated selling price less costs
of completion and direct selling and distribution expenses.
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Notes (in part)

Barry Callebaut applies the broker-trader exemption in accordance with IAS 2.5 for the Contract Business and therefore measures its Contract Business inventories at fair value
less costs to sell. Barry Callebaut fulfills the requirement of a
broker-trader as it holds inventories with the purpose of generating a profit from short-term fluctuations in price or dealer’s
margin. All commodities, including industrial chocolate, are
valued based on the raw material prices at the balance sheet
date.
In the Price List Business Barry Callebaut is committed to
sell its products at a fixed price over a certain period of time,
i.e. the period of validity of the respective price list. Inventories
dedicated to the Price List Business are therefore measured
at the lower of cost or net realizable value.
As of August 31, 2009, inventories amounting to CHF 5.8
million (2008: CHF 21.6 million) are pledged as security for
financial liabilities.
In fiscal year 2008/09, inventory write-downs of CHF 5.5
million were recognized as expenses (2007/08: CHF 2.4
million).

Note 14. Inventories
As of August 31
(Thousands of CHF)
Cocoa bean stocks
Semi-finished and finished products
Other raw materials and packaging materials
Total inventories
Thereof stocks carried at fair value less
costs to sell
Cocoa bean stocks
Semi-finished and finished products
Other raw materials
Total stocks carried at fair value less
costs to sell

2009
436,754
722,986
134,805
1,294,545

2008
453,569
829,669
131,363
1,414,601

420,179
555,267
58,219

441,417
653,858
60,343

1,033,665

1,155,618

Specific Identification—Investment Properties
Held for Trading
2.51

Elbit Imaging Ltd. (Dec 2009)
CONSOLIDATED BALANCE SHEETS (in part)
December 31

2009
Note
Current Assets
Cash and cash equivalents
Short-term deposits and investments
Trade accounts receivables
Other receivables
Prepayments and other assets
Inventories
Trading property
Assets related to discontinued operation

(3)
(4)
(5)
(6)
(7)
(8)
(29)

NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (in part)

2008

(In Thousand NIS)

2009
Convenience Translation
(Note 2D)
US$’000

1,508,301
563,719
45,049
119,890
335,206
45,494
4,157,610
6,775,269

1,690,433
485,954
34,740
134,194
404,613
38,176
3,279,775
6,067,885

399,550
149,330
11,933
31,759
88,796
12,052
1,101,353
1,794,773

2,250
6,777,519

9,043
6,076,928

596
1,795,369

Note 2. Significant Accounting Policies (in part)

note 2AG.(1)a.); and (iv) certain property, plant and equipment and investment property measured at revocable amount
(see note 2AG.(1)a.). The principal accounting policies are set
out below.

B. Basis for preparation

E. Operating cycle

The consolidated financial statements have been prepared
on the historical cost basis except for (i) certain property,
plant and equipment which were measured at the transition
date to IFRSs (January 1, 2006) at “deemed cost”; (ii) financial instruments which are measured at fair value; (iii) certain trading property measured at net realizable value (see

The Group’s operating cycle in respect of operations relating
to the construction of real estate projects designated for sale,
which are classified as trading property is up to five years.
Accordingly, assets and liabilities (including specific borrowings) directly related to the trading property operations are
classified as current assets and liabilities. For other Group’s
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operations it is assumed that the operating cycle is twelve
months.
M. Trading property
Real estate properties for future sale (inventory) are classified as trading properties and are stated at the lower of
cost and net realizable value. Net realizable value for trading property under construction or development is the estimated selling price in the ordinary course of business less the
estimated costs of completion and the estimated costs necessary to make the sale, whereby all such items are taken
undiscounted. Net realizable value for operating trading property is the estimated selling price in the ordinary course of
business less estimated costs necessary to make the sale.
Costs of trading properties include costs directly associated
with their purchase (including payments for the acquisitions of
leasehold rights) and all subsequent direct expenditures for
the development and construction of such properties.
As for borrowing costs capitalized to trading property—see
note 2AD.
As for write down of trading property—see note 2AG (1)a.
Cost of trading properties is determined mainly on the basis
of specific identification of their individual costs (other than
non-specific borrowing costs capitalized to the cost of trading
property).
O. Investment property
Investment property is stated at cost less accumulated deprecation and impairment charges. Cost includes, inter-alia,
direct construction and supervision costs incurred in the construction period as well as borrowing costs capitalized in accordance with the Group’s accounting policy described in note
2AD. Depreciation is calculated by the straight-line method
over the estimated useful lives of the investment property.
The average annual deprecation rate is 1.6%.
The Group classified land acquired with no defined and final
designation as an investment property. When the final use of
a land is determined and it is evidenced by commencement
of activities to get it ready for its intended use, the Group
transfers the relevant part of the investment in the land to
property, plant and equipment and/or to trading property as
the case may be.
AG. Critical Judgment in Applying Accounting Policies
and Use of Estimates (in part)
The followings are the critical judgments and key sources of
estimation uncertainty, that management has made in the process of applying the Group’s accounting policies and that have
the most significant effect on the amounts recognized in these
financial statements.
(1) Use of estimates (in part)
a. Impairment/write down of real estate properties
For the Group trading property (commercial centers designated for sale and residential), such evaluation is based on
the estimated selling price in the ordinary course of business
less all estimated costs of completion and cost necessary to
make the sale (“Net Realizable Value”). (see note 8 H)
Estimations of the Recoverable Amount and/or Net Realizable Value involve, in general, critical estimation in respect
of the future operational cash flows expected to be gener-
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ated from the real-estate asset and the yield rate which will
be applied for each real estate asset.
Determination of the operational cash flow expected to be
generated from the real estate asset is based on reasonable
and supportable assumptions as well as on historical results
adjusted to reflect the Group’s best estimate of future market and economic conditions that management believes will
exist during the remaining useful life of the assets. Such determination is subject to significant uncertainties. In preparing
these projections, the Group takes assumptions the major of
which relate to market share of the real estate asset, benchmark operating figures such as occupancy rates and average
room rate (in respect of hotels) rental and management fees
rates (in respect of shopping and entertainment centers), selling price of apartments (in respect of residential units), time
period to complete the real estate assets under construction,
costs to complete the establishment of the real estate asset,
expected operational expenses and others.
The yield rate reflects economic environment risks, current
market assessments regarding the time value of money, industry risks as a whole and risks specific to each asset, and
it also reflects the return that investors would require if they
were to choose an investment that would generate cash flows
of amounts, timing and risk profile equivalent to those that
the Group expects to derive from the assets. Such rate is
generally estimated from the rate implied in current market
transactions for similar assets.
(2) Critical Judgment in Applying Accounting Policies
d. Revenue Recognition From Sale of Trading Property
Revenues from sale of real estate assets are recognized when
all the criteria mentioned in note 2 AB are met. Determination
whether these criteria have been met for each sale transaction, requires a significant judgment by the Group management. Significant judgment is made in determining whether,
as of the balance sheet date, the Group has transferred to the
buyer the significant risks and rewards associated with the
real estate assets sold. Such determination is based on an
analysis of the terms included in the sale agreement executed
with the buyer as well as an analysis of other commercial understandings with the buyer in respect of the real estate sold.
Generally, the sale agreement with the buyer is signed during
the construction period and the consummation of the transaction is subject to certain conditions precedents which have
to be fulfilled prior to delivery. Revenues are, therefore, recognized when all the significant conditions precedent included in
the agreement have been fulfilled by the Group and/or waived
by the buyer prior to the balance sheet date.
The delivery of the commercial center to the buyer is generally executed close to the end of construction and to the
opening of the commercial center to the public. As a result,
the Group has to use estimates in order to determine the
costs and expenses required to complete the construction
works which, as of the delivery date, has not been completed
and/or paid in full.
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Note 8—Trading Property
Composition
December 31
2009

2008
(In Thousand NIS)

Balance as of January 1
Acquisition and construction costs
Transfer from investment property
Disposal during the year
Capitalized borrowing costs
Write-down to net realizable value (see H below and note 26N)
Addition due to acquisitions of subsidiary
Foreign currency translation adjustments
Balance as of December 31

3,279,775
685,373
—
—
146,521
(216,962)
152,215
110,688
4,157,610

1,738,213
1,345,749
425,727
(232,682)
164,200
(8,248)
—
(153,184)
3,279,775

B. Additional information
December 31
2009

2008
(In Thousand NIS)

Accumulated write-down to net realizable value
Composition of trading property per stages of development:
Operational(∗)
Under construction
Under planning and design
Total
(∗)

225,210

8,248

478,742
1,385,976
2,292,892
4,157,610

—
1,286,000
1,993,775
3,279,775

In accordance with PC’s policy, operational commercial centers are designated for sale.

Regarding business segments and Geographical areas see
note 28.
(3) Composition of trading property distinguished between
freehold and leasehold rights:
December 31
2009

2008
(In Thousand NIS)

Freehold
Leasehold

2,743,509
1,414,101
4,157,610

2,177,369
1,102,406
3,279,775
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C. Additional information in respect of PC’s
trading property
During 2009, PC commenced the construction of two developments in Suwalki and Zgorzelec, in Poland with the completion of both schemes anticipated to occur in 2010. In addition,
PC continues to make progress with the construction of four
other projects (Casa Radio and Miercurea Ciuc in Romania,
Dream Island in Hungary and Koregaon Park in Pune,
India). The remainder of PC’s projects are either in the design
phase or waiting for permits. Commencement of construction
of these projects is depending, amongst other things, on the
availability of external financing.
The following table summarises general information regarding PC’s significant trading property projects (excluding trading property in India which is held jointly by PC and the
Company (see D below):

Project
Suwalki Plaza
Zgorzelec Plaza
Torun Plaza

Location
Poland
Poland
Poland

Purchase/
Transaction
Date
Jun-06
Dec-06
Feb-07

Lodz
Lods—new
Kielce Plaza
Lesnzo Plaza

Poland
Poland
Poland
Poland

Sep-01
Sep-09
Jan-08
Jun-08

Liberec Plaza

Czech Republic

Jun-06

Opava Plaza
Roztoky
Riga Plaza
Koregaon Park
Kharadi
Trivandrum
Casa Radio
Timisoara Plaza
Miercurea Ciuc Plaza
Iasi Plaza
Slatina Plaza
Targu Mures Plaza
Honedoara Plaza
Constanta Plaza
Belgrade Plaza(∗)
Kragujevac Plaza(∗)
Sport-Star Plaza(∗)
Shumen Plaza
Sofia Plaza Business
Center
Dream Island(i)
Arena Plaza Extension
Uj Udvar
Helios Plaza

Czech Republic
Czech Republic
Latvia
India
India
India
Romania
Romania
Romania
Romania
Romania
Romania
Romania
Romania
Serbia
Serbia
Serbia
Bulgaria

Jun-06
May-07
Feb-04
Oct-06
Feb-07
Jun-07
Feb-07
Mar-07
Jul-07
Jul-07
Aug-07
Mar-08
Feb-08
July-09
Aug-07
Oct-07
Dec-07
Nov-07

Bulgaria
Hungary
Hungary
Hungary
Greece

Jan-09
Sep-03
Nov-05
Sep-07
May-02

(∗)

(i)

As of December 31, 2009
Rate of
Status of
Ownership Nature of
Registration
by PC (%) Rights
of Land
100 Ownership
Completed
100 Leasing for 25 years
Completed
100 Perpetual leasehold
In Process
Ownership/Perpetual
100
usufruct
Completed
100 Ownership
Completed
100 Perpetual leasehold
Completed
100 Perpetual leasehold
Completed
Construction lease period with
100
subsequent ownership
Completed
Construction lease period with
100
subsequent ownership
Completed
100 Ownership
Completed
50 Ownership
Completed
100 Ownership
Completed
50 Ownership
Completed
50 Ownership
Completed
75 Leasing for 49 years
Completed
100 Ownership
Completed
100 Ownership
Completed
100 Ownership
In Process
100 Ownership
Completed
100 Ownership
Completed
100 Ownership
Completed
100 Ownership
Completed
100 Leasing for 99 years
In Process
100 Leasing for 99 years
In Process
100 Leasing for 99 years
In Process
100 Ownership
In Process
51
43.5
100
35
100

Ownership
Land use rights
Land use rights
Ownership
Ownership

In Process
Completed
Completed
Completed
Completed

Status of Permit
Under construction
Under construction
Planning and development stage
Planning and development stage
Planning and development stage
Planning and development stage
planning and development stage
Operational
Planning and development stage
Planning and development stage
Operational
Under construction
Planning and development stage
Planning and development stage
Under construction
Planning and development stage
Under construction
Planning and development stage
Planning and development stage
Planning and development stage
Planning and development stage
Planning and development stage
Planning and development stage
Planning and development stage
Planning and development stage
Planning and development stage
Planning and development stage
Under construction
Planning and development stage
Planning and development stage
Planning and development stage

In respect of all the projects in Serbia, PC is retaining the 100% holding in these projects after a decision to discontinue the negotiations
with a Serbian developer. As of the balance sheet date, PC paid an amount of €1.3 million (NIS 7 million) as part of a settlement agreement
signed with the Serbian developer and obligated to pay him every time there is any development in the projects.
In July 2008 a PC’s associated company (ErCorner) (50%) through its associate, Alom Sziget (60%) which owns approximately 320,000 square
meters of land on the island of Obuda in the Danube River, located in the heart of Budapest, Hungary (signed a concession agreement with
the ministry of finance in Hungary for a casino license for its planned entertainment and mixed use Dream Island development in Budapest.
According to concession agreement, the casino license, which will be formally issued towards the opening of the casino, will be granted to
Alom Sziget for a period of twenty years from the date of opening of the casino, with an option to extend the license term by additional ten
years (subject to the fulfillment of certain condition).
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In March 2009, PC, through ErCorner has acquired a further
27% stake in Alom Sziget. The total consideration paid by
ErCorner was €21.4 million (NIS 116.5 million) which consisted of a cash payment of €12 million (NIS 65.3 million) and
the assumption of €9.4 million (NIS 51.2 million) of debt, representing 27% of the project’s net debt liability. Following the
transaction, as of December 31, 2009 ErCorner holds 87% of
the equity and voting rights in Alom Sziget. Following the additional purchase of the 27% stake of Alom Sziget, commencing
the second quarter of 2009 Ercorner is proportionately (50%)
consolidated by PC.
D. Additional information in respect of EPI’s
trading property
The following information is in respect of trading property
which is held by Elbit-Plaza India Real Estate Holding Limited (“EPI”). EPI is jointly controlled by the Company and PC
(see note 11D.)
(1) Chennai
On December 16, 2007 EPI entered into a framework agreement, (“Framework Agreement”), with a third party (the
“Seller”) to acquire, through a Special Purpose Venture
(“SPV”), up to 135 acres of land in Chennai, India. Under the
Framework Agreement, the SPV will develop an integrated
multi-use project comprising of exclusive residential projects
to be comprised of villas (bungalows), high-rise buildings, related amenities, commercial and office areas and retail areas.
Under the Framework Agreement, EPI is to hold 80% of the
SPV. The total investment that EPI is anticipated to pay under
the Framework Agreement in consideration for its 80% holding
(through the SPV) in the project land is up to INR 4,277 million
(NIS 346.4 million) (“Purchase Price”), assuming purchase
of all 135 acres. The project land is to be acquired by the
SPV in batches subject to such land complying with certain
regulatory requirements and the due diligence requirements
of EPI. Through the balance sheet date the SPV acquired
approximately 62.7 acres of the project land and a total of
INR 1,986 million (NIS 161 million) of the Purchase Price,
was paid by EPI. In addition, as of the balance sheet date,
the SPV paid advances in the amount of INR 217 million (NIS
18 million) in order to secure acquisition of additional 7 acres.
The parties have entered into a shareholders agreement
in respect of the management of the SPV, which provides,
among other matters, for a five member board of directors,
one member appointed by the Seller for so long as it maintains a 10% holding in the SPV and four members appointed
by EPI. The shareholders agreement also includes certain restrictions and pre-emptive rights pertaining to transferring of
securities in the SPV. Profits from the SPV will be distributed
in accordance with the parties’ proportionate shareholdings,
subject to EPI being entitled to certain preferences out of the
SPV’s cash flow, as determined in the agreements.
(2) Bangalore
On March 13, 2008, EPI entered into an Amended and
Reinstated Share Subscription and Framework Agreement
(“Framework Agreement”), with a third party Indian partner
(“JV Partner”), and a wholly owned Indian subsidiary of EPI
(“Joint Venture Company”), to acquire, through the Joint Venture Company, up to 440 acres of land in Bangalore, India (the
“Project Land”).
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Under the Framework Agreement, following the consummation of the closing of the final stage of the 47 recognition, the
Joint Venture Company will develop on the Project Land, an
integrated multi-use project which includes mainly residential
project.
Under the Framework Agreement, the Joint Venture Company is to acquire ownership and development rights in respect of up to an approximate 230 acres of the entire Project
Land for a fixed amount of cash consideration. In consideration of EPI’s 50% share (through the Joint Venture Company)
in such lands, EPI will pay an aggregate of up to INR 10,500
million (NIS 815 million).
As of December 31, 2009, the Joint Venture Company has
secured rights over approximately 54 acres and EPI has paid
the aggregate sum of approximately INR 2,840 million (NIS
220 million) in consideration of its 50% share (through the
Joint Venture Company) in the Land Project, which is presented in the statement of financial position as of December
31, 2009 and 2008 as trading property.
Under the Framework Agreement, between the closing of
the first stage and the closing of the final stage of the transaction, additional portions of the Project Land will be acquired in
phases through the JV Partner’s business partners on behalf
of the Joint Venture Company and subject to certain conditions, EPI will make advances (in addition to sums already
transferred in connection with the closing of the first stage) on
account of such acquisitions.
As of December 31, 2009, EPI advanced approximately
INR 2,536 (NIS 197 million) on account of the future acquisitions by the Joint Venture Company of additional 51.6 acres.
Such advance payment is presented in the statement of financial position as of December 31, 2009 and 2008 as prepayment and other assets (refer to note 7).
In respect of up to the other approximately 210 acres of the
entire Project Land, the Framework Agreement provides that
the Joint Venture Company will enter into joint development
agreements under which the Joint Venture Company will be
entitled to develop the entire area of such lands. In consideration, the Joint Venture Company will pay between 38% and
53% of the built up area of such lands and in some cases,
refundable deposits on account of such future consideration
will also be paid. EPI’s 50% share (through the Joint Venture
Company) in rights under the development agreements will
require it to invest INR 750 million (NIS 58 million) in order to
fund its proportional share in such deposits.
Under the Framework Agreement, the consummation of
the final stage of the transaction should have been closed until March 2009. As of December 31, 2009 the closing didn’t
occur. As a result, and as applicable by the Framework Agreement, in May 2009 EPI requested the JV Partner to immediately refund an advance of approximately INR 1,861.5 (NIS
144.5 million). As of the approval date of these financial statements, such amount was not yet refunded.
As of the approval date of these financial statements, EPI
and the JV Partner are in advanced negotiations to amend
the Framework Agreement to reflect certain new commercial
understandings.
As of December 31, 2009 and 2008, the Joint Venture Company’s operations are proportionately (50%) consolidated with
those of the Company, since significant decisions in respect
of the Project Land require the consent of both EPI and the
JV partner.
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action which is effective as from November 30, 2007
(“Closing Effective Date”). As a result of this transaction,
the Group recorded in its 2007 financial statements revenues from sale of trading property in the amount of NIS
2,091 million and recognized a gain of NIS 1,145 million.
Following purchase price adjustments conducted during
2008, the Group recognized an additional gain of NIS
117.7 million. As for indemnifications provided by PC to
aAim, see note 23C (5).
(2) During 2007 and 2008, PC executed several transactions, in addition to the Arena transaction described in
the previous paragraph, for the sale of commercial centers to Klepeirre within the framework of an agreement
signed in July 2005, as detailed in the following table:

E. Disposals of trading property
(1) On July 10, 2007, PC has executed a binding agreement for the sale of its entire interest (100%) in a
company which holds the rights in and to the Arena
Plaza shopping and entertainment center in Budapest
(“Arena”) to UK based Active Asset Investment Management (“aAIM”). On December 18, 2007 PC and aAIM
executed an addendum to the transaction agreement
according to which aAIM represented that all conditions
precedent for the consummation of the transaction have
been fulfilled by PC and/or waived by aAIM. Accordingly,
the parities executed an amicable closing of the trans-

Commercial Center
Sosnowiec Plaza
Rybnik Plaza
Lublin Plaza
Plzen Plaza
Total

Ownership by PC (%)
100%
100%
50%
100%

Revenues Recognized
(NIS Million)
226
269
224
328
1,047

Date of Delivery
May 2007
May 2007
July 2007
June 2008

Gain Recognized
(NIS Million)
55
61
57
95
268

As for indemnifications provided by PC to Klepeirre, see note
23C.(5–6).
F. As of December 31, 2009 the Group pledged trading
property in the amount of NIS 1,260 million in order to secure
borrowings provided to the Group by financial institutions. See
also note 23D.
G. As for commitments in respect of construction services
and purchase of plots see note 23A (3).
H. The majority projects of the trading property were valued as of December 31, 2009 by independent third party appraiser. PC’s management made adjustments to the fair values determined by the appraiser to reflect the net realizable
value by neutralizing the developers profit on costs from the
valuations.
Significant assumptions regarding the value of the projects
upon completion (on the basis of weighted averages) used in
the valuations as of 31 December are presented below:
Retail
Estimated Rental Prices per sqm per Month (in EUR)
Romania
Czech Republic
Serbia
Latvia
Poland
Greece
Hungary
Bulgaria
India
Average Risk Adjusted Yield Used (in Percentage)
Romania
Czech Republic
Serbia
Latvia
Poland
Greece
Hungary
Bulgaria
India
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Offices

2009

2008

2009

2008

10–22
13–15
16–36
17.4
14–18
30
10–24
12–22
10–18

17–26
17.5–18.5
16–42
18
16–19
N/A
11–25
17.4
13–19

12.5
13
17
N/A
11.75
N/A
11.5
12
10.7

13.5
13
19
N/A
13
18
11.5
N/A
9

7.00–9.70
7.50–8.25
9.25–10.50
9.25
7.75–8.50
7.25
8.75–9.00
8.50–9.25
10–12

6.00–8.75
7.50
8.75–10
8
7.25–7.66
N/A
8.5–9
9
10–12

9.65
7.50
9.25
N/A
7.75
N/A
8.75
8.5
12

8.85
7.50
8.75
N/A
7.25
8
8.50
N/A
12
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2.55
TABLE 2-3: CLASSES OF PROPERTY,
PLANT & EQUIPMENT
Land.............................................................................................
Buildings.......................................................................................
Land and Buildings......................................................................
Production Equipment and Machinery........................................
Computer and Office Equipment.................................................
Construction in progress..............................................................
Exploration and evaluation assets...............................................
Furniture and fixtures (equipment)..............................................
Hardware & parts.........................................................................
Leased Assets.............................................................................
Leasehold Improvements............................................................
Major overhaul (e.g., drydocking)................................................
Mineral properties and mining assets .........................................
Motor Vehicles.............................................................................
Network infrastructure .................................................................
Other Transportation (e.g., Aircraft, Vessels).............................
Oil & gas properties.....................................................................
Oil depots, storage tanks and service stations...........................
Other............................................................................................

2009
33
47
84
98
41
82
6
53
6
28
22
1
13
41
10
47
4
1
61

On initial recognition, an entity should capitalize all
directly attributable costs incurred in order to bring the asset
to its present location and condition and that are necessary
for its intended use. Examples of directly attributable costs
include the purchase price, freight, employee benefits, site
preparation, installation, assembly, and testing costs. IAS 16
specifically excludes the following costs from being capitalized: costs of opening a new facility, training, general administration, overhead, and selling and marketing costs. As soon
as an asset is in the location and condition necessary for it
to be capable of operating as intended, the entity should stop
capitalizing costs. An entity should not capitalize a cost previously expensed and should not capitalize initial operating
losses.

2.56 An entity should include the cost of an asset retirement

obligation in the cost of the related item(s) of PPE (or inventory when the obligation is caused by inventory production),
with measurement of the obligation determined by reference
to IAS 37, Provisions, Contingent Liabilities and Contingent
Assets. An entity should also record changes in the obligation, except for the effect of unwinding of the discount rate
(accretion), as part of the item of PPE. In accordance with
International Financial Reporting Interpretations Committee
(IFRIC) Interpretation 1, Changes in Existing Decommissioning, Restoration and Similar Liabilities, an entity should
recognize the increase in the obligation from accretion as
interest expense in profit and loss as incurred.
2.57

IAS 16
IFRSs Overview and Comparison
to U.S. GAAP
2.52 IAS 16 defines items of PPE as tangible items held for

use in the production or supply of goods or services, items
used for rental or administrative purposes, and items expected
to be used over more than one period.

Recognition and Measurement
Author’s Note
The requirements for depreciation and impairment in
IAS 16 are discussed in section 3.
IFRSs
2.53 IAS 16 applies to all items of PPE, unless another stan-

dard permits or requires another treatment. For example, IAS
40, Investment Property, prescribes the accounting for land
or buildings held for rental, capital appreciation, or both and
provides an alternative measurement option. In addition, the
scope of IAS 16 only includes items of PPE used to develop
or maintain mineral rights, mineral reserves, and other nonregenerative resources, not the rights, reserves, or resources
themselves.
2.54

An entity recognizes an item of PPE when the following probability and measurement reliability recognition
criteria are met:
• It is probable that future economic benefits will flow to
the entity, and
• The cost can be measured reliably.

IAS 16 offers two models for subsequent measurement: cost and revaluation. An entity should select a model
for an entire class of assets. Both models require an entity to
record depreciation expense and to test and measure individual assets for impairment.

2.58 Under the cost model, an entity should measure the car-

rying amount of an item of PPE at its cost less subsequent accumulated depreciation and accumulated impairment losses.
Under the revaluation model, an entity should measure the
carrying amount of an item of PPE at revalued amount, because its fair value can be measured reliably. The revalued
amount is the fair value of the asset at the date of revaluation
less subsequent accumulated depreciation and accumulated
impairment losses.
2.59 If the revaluation model is selected for a class of PPE,

an entity should revalue the asset with sufficient regularity
that its carrying amount at the reporting date is not materially
different from fair value. Although an entity should revalue all
items in the class at the same time, it should revalue each item
of PPE individually. An entity should recognize increases in
carrying amount on revaluation in other comprehensive income (accumulated revaluation surplus), unless the increase
reverses a revaluation decrease previously recorded to profit
or loss. Similarly, an entity should recognize decreases in
carrying amount on revaluation in profit or loss, unless the
decrease reduces an existing revaluation surplus.
U.S. GAAP
2.60

The requirements in FASB ASC 360-10 for initial
recognition and measurement are essentially the same as
those in IAS 16. Specifically, FASB ASC 360-10-35-18
requires an entity to include costs associated with measuring an asset retirement obligation. However, FASB ASC 360,
Property, Plant, and Equipment, considers mining rights to
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be a separate component of PPE and land and buildings to be
PPE regardless of use, even when held for sale.
2.61

In contrast to IFRSs, FASB ASC 360-10-35 permits
only the use of historical cost less accumulated depreciation
and impairment losses for subsequent measurement of PPE.

2.62

Like IFRSs, FASB ASC 360-10-35-18 requires an
entity to include changes to an asset retirement obligation in
the cost of the asset. However, FASB ASC 835-20-15-7 does
not consider accretion to be interest expense in this case.

Presentation
IFRSs
2.63

IAS 1 requires an entity to present PPE as a separate
line item on the balance sheet. An entity should classify PPE
as noncurrent, unless it has been classified as held for sale or
is part of a disposal group classified as held for sale under
IFRS 5.
U.S. GAAP

2.64 FASB ASC 210-10-45-4 also requires an entity to clas-

sify PPE as noncurrent when a classified balance sheet is presented, except when classified as held for sale. As noted previously, FASB ASC 805-20-55-37 identifies mineral rights as
tangible assets to be accounted for according to their nature;
hence, such rights are to be presented as a separate component
of PPE.

Disclosure
IFRSs
2.65

IAS 16 requires the following disclosures for each
class of PPE:
• Measurement bases used to determine gross carrying
amount
• Depreciation methods and useful lives or depreciation
rates
• Reconciliation of the following carrying amounts at the
beginning and end of the period:
— Gross carrying amount
— Accumulated depreciation and accumulated impairment losses (may be shown combined)

2.66

The above reconciliation should show the following
line items, if applicable:
• Additions, with separate disclosure of items acquired in
a business combination

IFRS ATT 2.61

15:15

• Classifications to held for sale or inclusion in a disposal

group classified as held for sale
• Increases or decreases from revaluation or impairment

losses or reversals recognized in other comprehensive
income
• Impairment losses or reversals recognized in profit or
loss
• Depreciation
• Foreign exchange differences, net
2.67

IAS 16 requires an entity to provide general disclosures, including the existence and amounts of title restrictions
and pledges of collateral; amounts recognized during construction; contractual commitments to acquire; and, if not
disclosed separately in the statement of comprehensive income, any compensation from third parties for PPE impaired,
lost, or given up.

2.68 An entity that measures a class of PPE using the reval-

uation model should provide additional disclosures, including the effective date of the revaluation, whether the entity
used an independent appraiser, the methods and significant
assumptions used to determine fair value, the extent to which
fair value came from observable prices in an active market or
other arm’s length transactions, and the amount of the revaluation surplus showing the change during the period and any
restrictions on distributions to shareholders. In addition, for
each class of PPE carried at the revalued amount, an entity
should disclose the amount that would have been recognized
in the balance sheet if the cost model were used.
2.69

IAS 23, Borrowing Costs, requires disclosure of interest capitalized and the capitalization rate used.
U.S. GAAP

2.70

FASB ASC disclosure requirements are essentially
the same as IFRSs, except that FASB 360-10-50 does not
require a reconciliation by asset class of the beginning and
ending balances of the gross carrying amount, accumulated
depreciation, and accumulated impairment losses.
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Presentation and Disclosure
Excerpts—Continuing Application

CONSOLIDATED INCOME STATEMENTS FOR THE
YEARS ENDED DECEMBER 31, 2009, 2008 AND
2007 (in part)
Millions of Euros

TABLE 2-4: ALTERNATIVE MODELS FOR
SUBSEQUENT MEASUREMENT OF
PROPERTY, PLANT & EQUIPMENT
Cost..................................................................................
Revaluation:.....................................................................
Land..............................................................................
Buildings.......................................................................
Property (land and buildings).......................................
Other asset class..........................................................
All asset classes...........................................................
Total companies using revaluation for at least one
asset class.............................................................
Companies not disclosing a model..................................
Companies using more than one model.........................
Total Companies............................................................

2009
155
3
1
4
1
1
10
3
(8)
160

Supplies
Personnel expenses
Other operating
expenses
Depreciation and
amortization of
non-current assets
Impairment losses
recognized and
losses on disposal of
non-current assets
Operating expenses

Note 12/31/2009 12/31/2008 12/31/2007
(31,433)
(41,395)
(36,294)
(2,087)
(2,023)
(1,855)

27

(8,503)

(10,023)

(8,580)

(3,620)

(3,115)

(3,141)

(145)
(45,788)

(135)
(56,691)

(245)
(50,115)

NOTES TO THE 2009 CONSOLIDATED FINANCIAL
STATEMENTS (in part)
Note 4. Accounting policies (in part)
4.6) Property, Plant and Equipment

Cost Model—Buildings and Other Structures,
Machinery and Fixtures, and Gas
Infrastructure Assets
2.71

Repsol YPF, S.A. (Dec 2009)
CONSOLIDATED BALANCE SHEETS AT
DECEMBER 31, 2009 AND 2008 (in part)

Note
Assets
Intangible assets:
a) Goodwill
b) Other Intangible assets
Property, plant and equipment
Investment property
Investments accounted for using
the equity method
Non-current financial assets
Deferred tax assets
Other non-current assets
Non-current assets

6
7
8
9
11
13
25

Millions of Euros
12/31/2009
12/31/2008
6,818
4,733
2,085
31,900
35

4,283
3,055
1,228
26,094
31

531
1,732
2,021
273
43,310

525
2,465
1,530
276
35,204

The Repsol YPF Group uses the cost model by which items of
property, plant and equipment are measured initially at their
acquisition cost.
a) Cost
The cost of property, plant and equipment items includes their
acquisition cost, all the costs directly related to the location
of assets, making them operational and the present value
of the expected disbursements necessary for any costs of
dismantling and removing the item or restoring the site on
which it is located, when such obligations are incurred under
certain conditions. Subsequent changes to the estimates of
the liabilities due to dismantling costs and related liabilities
arising as a result of changes in the estimated cash flows or
in the discount rate are added or deducted from the cost of
the corresponding asset during the period in which they occur,
except where the writedown of liabilities exceeds the carrying
amount of the corresponding assets, in which case the difference is recognised in the consolidated income statement.
Borrowing costs that are directly attributable to the acquisition or construction of assets that require more than one year
to be ready for use are capitalised as part of the cost of these
assets and in accordance with established limits.
Personnel expenses and other operating expenses directly attributable to the construction of the asset are also
capitalised.
The costs of expansion, modernisation or improvements
leading to increased productivity, capacity or efficiency or to
a lengthening of the useful lives of the assets are capitalised,
as long as the general capitalisation criteria are met.
Repair, upkeep and maintenance expenses are recognised
in the income statement as incurred. Furthermore, certain of
the Repsol YPF Group’s facilities require periodic reviews. In
this respect, a portion of the items requiring replacement are
recognised specifically and are depreciated over the period
until the next repairs are carried out.
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This heading also includes investments relating to oil and
gas exploration and production activities (see Note 4.6.c), and
the cost of assets held under finance leases (see Note 4.19.a).
b) Depreciation
Property, plant and equipment, other than those relating to oil
and gas exploration and production activities (see Note 4.6.c),
are depreciated using the straight-line method on the basis of
the acquisition cost of the assets less their estimated residual
value, over the years of estimated useful life of the assets, the
detail being as follows:

Buildings and other structures
Machinery and fixtures:
Machinery, fixtures and tools(1)
Furniture
Refineries in service:
Units
Storage tanks
Pipelines and networks
Gas infrastructure and distribution facilities
Transport equipment
(1)

Years of Estimated
Useful Life
20–50
8–40
9–15
8–15
20–30
12–18
20–40
5–25

In addition, the Group holds an indirect interest, via Gas Natural,
in hydro-powered generation assets whose depreciation period
can be as high as 100 years, where not held under concession,
depending on their estimated useful lives.

The depreciation of these assets starts when the assets become available for use.
Land is classified separately from the buildings or facilities
that might be located on it and is deemed to have an indefinite
useful life. Therefore, it is not depreciated.
c) Recognition of oil and gas exploration and production
transactions
Repsol YPF recognises oil and gas exploration and production transactions using the “successful-efforts” method,
whereby the accounting treatment of the various costs incurred is as follows:
i. The costs incurred in the acquisition of new interests
in areas with proved and unproved reserves (including
bonds, legal costs, etc.) are capitalised as incurred under “Investments in areas with reserves” associated with
proved reserves or unproved reserves, as appropriate.
ii. The costs of acquiring interests on exploration permits
for a given period of time are capitalised at their purchase price and recorded in the heading “Other exploration costs.” If reserves are not found, the amounts previously capitalised are recognised as an expense in the
consolidated income statement. If the exploration work
yields positive results, giving rise to commercially exploitable wells, the costs are reclassified to “Investments
in areas with reserves” at their carrying amount when
the wells are determined to be commercially exploitable.
Wells are classified as “commercially exploitable” only
if they are expected to generate a volume of reserves
that justifies their commercial development on the basis
of the conditions prevailing when the costs are recognised (e.g. prices, costs, production techniques, regulatory framework, etc.).
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iii. Exploration costs (geological and geophysical expenditures, expenditures associated with the maintenance
of unproved reserves and other expenditures relating
to the exploration activity), excluding exploratory drilling
expenditures, are charged to income as incurred.
iv. Exploratory drilling costs, including those relating to
stratigraphic exploration wells, are recognised as assets under the heading “Other exploration costs” until it is determined whether proved reserves justifying their commercial development have been found. If
no proved reserves are found, the capitalised drilling
costs are charged to income. However, if as a result of
exploratory drilling, including stratigraphic exploratory
wells, reserves are found that cannot be classified as
proved, their recognition depends on the following:
If the area requires additional investments before production can commence, the drilling costs remain capitalised only during the period in which the following
conditions are met: (i) the amount of proved reserves
found justifies the completion of a productive well if the
required investment is made; and (ii) the drilling of additional exploratory or stratigraphic wells is underway or
planned for the near future. If either of the aforementioned conditions is not met, the drilling costs or the cost
of the stratigraphic wells are charged to income.
In all other circumstances, the existence of reserves
that can be classified as proved have to be determined
within one year from the completion of the prospection
work. Otherwise, the related drilling costs are charged
to income.
Drilling costs that have given rise to a positive discovery of commercially exploitable reserves are reclassified
to “Investments in areas with reserves.”
v. Development expenditure incurred in lifting proved reserves and in processing and storing oil and gas (including costs incurred in drilling relating to productive
wells and dry wells under development, oil rigs, recovery improvement systems, etc.) are recognised as assets under “Investments in areas with reserves.”
vi. Future field abandonment and dismantling costs (environmental, safety, etc.) are estimated, on a field-by-field
basis, and are capitalised at their present value when
they are initially recognised under “Investments in areas with reserves” in the consolidated balance sheet,
within “Non-Current Provisions.”
The investments capitalised as described above are depreciated as follows:
i. Investments in the acquisition of proved reserves are
depreciated over the estimated commercial life of the
field on the basis of the production for the period as
a proportion of the proved reserves of the field at the
beginning of the depreciation period.
ii. Investments relating to unproved reserves or fields under evaluation are not depreciated. These investments
reserves are assessed at least once a year or, in any
case, whenever there is any indication of impairment
and, in the event of impairment, the related loss is recognised with a charge to the consolidated income statement for the year.
iii. Cost incurred in drilling work and subsequent investments to develop and lift oil and gas reserves are depreciated over the estimated commercial life of the field
on the basis of the production for the period as a proportion of the proved reserves of the field at the beginning
of the depreciation period.
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The changes in estimated reserves are considered on a
prospective basis in calculating depreciation.
At each balance sheet date or whenever there are indications that the assets might have become impaired, their recoverable amount (see Note 4.9) is compared to their carrying
amount. Any impairment loss or reversal arising as a result
of this comparison is recognised under “Impairment losses
and losses on disposal of non-current assets” or, if applicable, “Income from reversal of impairment losses and gains on
disposal of non-current assets” on the consolidated income
statement (see Notes 4.9, 8, 10 and 26).

d) Environmental property, plant and equipment
Property, plant and equipment of an environmental nature, the
purpose of which is to minimise environmental impact and to
protect and improve the environment, are identified on the
basis of the nature of the business activities carried on by
the Group, based on the Group’s technical criteria, which are
based on the guidelines relating to these matters issued by
the American Petroleum Institute (API).
Environmental property, plant and equipment and the related accumulated depreciation are recognised in the consolidated balance sheet together with other property, plant and
equipment, classified by their nature for accounting purposes.
Their cost, depreciation methods and the valuation adjustments to be performed are determined in accordance with the
rules relating to these non-current asset items, as explained
in Notes 4.6.a to 4.6.c.

Note 8. Property, Plant and Equipment (in part)
The detail of “Property, plant and equipment” and of the related accumulated depreciation and accumulated impairment
losses at December 31, 2009 and 2008, and of the changes
therein is as follows:
Millions of Euros
Land,
Buildings
and Other
Structures
2,109
2,143
12
(27)
(35)
107
365
2,565

Machinery
and Plant
18,699
19,462
261
(372)
(70)
4,227
1,173
24,681

(700)
(48)
22

(11,808)
(1,144)
335

(18,150)
(1,886)
9

—
8
(8)
(2)
(728)

16
66
29
645
(11,861)

Carrying amount at December 31, 2008

1,443

Carrying amount at
December 31, 2009(4)

1,837

Cost
Balance at January 1, 2008
Balance at December 31, 2008
Additions(1)
Disposals and derecognitions
Translation differences
Change in the scope of consolidation
Reclassifications and other changes(2)
Balance at December 31, 2009
Accumulated Depreciation and
Impairment Losses
Balance at December 31, 2008
Depreciation charge for the year
Disposals and derecognitions
Impairment losses
(recognised)/reversed(3)
Translation differences
Change in the scope of consolidation
Reclassifications and other changes(2)
Balance at December 31, 2009

(1)

(2)

(3)
(4)

Investments
in Areas
Other
With Exploration
Reserves
Costs
27,131
1,318
29,612
1,848
1,099
583
(11)
(19)
(1,043)
(72)
326
136
19
4
30,002
2,480

Assets
in the
Course of
Construction
1,995
3,384
2,232
(384)
(5)
421
(1,714)
3,934

Transport
Equipment
1,384
1,439
4
(8)
(21)
42
113
1,569

Other
Tangible
Assets
1,511
1,659
55
(27)
(15)
31
(23)
1,680

(1,030)
(249)
11

(619)
(55)
8

(1,146)
(85)
20

—
—
—

(33,453)
(3,467)
405

150
673
(203)
29
(19,378)

—
28
(2)
10
(1,232)

—
15
1
—
(650)

—
8
1
40
(1,162)

—
—
—

166
798
(182)
722
(35,011)

7,654

11,462

818

820

513

3,384

26,094

12,820

10,624

1,248

919

518

3,934

31,900

Total
54,147
59,547
4,246
(848)
(1,261)
5,290
(63)
66,911

In 2009 the main additions were in Argentina (€896 million), the Unites States (€265 million), Brazil (€211 million), the rest of Latin America
(€226 million), Libya (€136 million), Canada (€111 million) and Spain (€2,162 million). In 2008 the main additions were in Argentina (€1,480
million), in the U.S. (€415 million), the rest of Latin America (€394 million), in Libya (€230 million) in Canada (€155 million) and in Spain
(€1,779 million).
In 2009 €676 million of property, plant and equipment were reclassified as non-current assets held for sale, corresponding to gas distribution
assets in Cantabria, Murcia and Madrid, combined cycle generation assets in Mexico, and certain assets located in Colombia, all of which
are held through Gas Natural. Changes in this heading also reflect the derecognition of €71 million corresponding to the Gaviota gas storage
facility (owned by Repsol Investigaciones Petrolı́feras, S.A.) which has been reclassified as a non-current asset held for sale. Reclassifications
in 2008 also included €99 million corresponding to the acquisition of exploration rights in Libya pending payment.
See Note 10.
At December 31, 2009 the balance of accumulated impairment charges totalled €151 million.
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The amounts corresponding to non-depreciable assets, that
is, land and assets in the course of construction, amount, respectively to €763 million and €3,934 million at December 31,
2009 and €720 million and €3,384 million at December 31,
2008, respectively. The amounts related to land are included
within the heading “Land, buildings and other structures” on
the previous table.
Property, plant and equipment, included fully depreciated
items for an amount of €10,899 million and €10,349 million
at December 31, 2009 and 2008, respectively.
Repsol YPF capitalises financial costs as part of the cost of
the assets as described in Note 4. In 2009, 2008 and 2007,
the average capitalisation cost was 4.52%, 5.69% and 6.44%
and the amount of such financial expenses capitalised was
€122 million, €67 million and €95 million, respectively. Such
amounts are recorded under the “Financial costs” line item in
the consolidated income statement.
Within the heading “Property, plant and equipment” there
are some investments carried out by the Group in public concessions, in an amount of €122 million and €135 million at
December 31, 2009 and 2008, respectively; these concessions shall revert to the State within a term ranging from 2010
and 2054.
In 2009 and 2008 this heading includes €2,024 million
and €730 million, respectively, of assets acquired under finance leases. Among the assets purchased under finance
leases during these periods we highlight the methane ships
purchased for the transport of the LNG in the amount of
€754 million and €641 million in 2009 and 2008, respectively,

as well as gas pipelines for the transport of gas in North America and Canada, which amounted to €1,245 million December
31, 2009 (see Note 23).
In accordance with industry practices, Repsol YPF insures
its assets and operations worldwide. Among the risks insured
are damages to property, plant and equipment, together with
the subsequent interruptions in its business that such damages may cause. The Group believes that the current coverage level is, in general, appropriate for the risks inherent to
its business.

Revaluation Model—Flight Equipment,
Change in Accounting Policy and Error
Correction
2.72

TAM S.A. (Dec 2009)
Author’s Note
TAM S.A adopted IFRS for the first time in its 2008
financial statements. One of the decisions TAM made
on first time adoption was to elect to revalue its flight
equipment. Since revaluation of property, plant and
equipment was not an acceptable accounting policy under Brazilian GAAP, its former basis of accounting, this
change is considered a change in accounting policy to
be applied in its opening IFRS balance sheet on January
1, 2007. The following excerpt illustrates the necessary
disclosures in this circumstance. However, TAM also
discovered an error in its 2008 financial statements with
respect to depreciation expense, which it must correct
retrospectively. This change is also illustrated in this
excerpt.

CONSOLIDATED STATEMENTS OF FINANCIAL
POSITION (in part)
In thousands of reais, unless otherwise indicated.
Assets
Restricted cash
Deposits in guarantee
Deferred income tax and social contribution
Prepaid aircraft maintenance
Other receivables
Property, plant and equipment including
aircraft pre-delivery payments
Intangible assets
Total assets

IFRS ATT 2.72

Note
10
11
12
13
14

December 31, 2009
79,370
59,520
621,788
408,628
28,549

December 31, 2008

January 01, 2008

116,135
306,969
383,593
157,904

161,488
4,770
119,633
104,709

6,910,496
241,701
8,350,052

9,663,452
152,092
10,780,145

5,781,076
34,248
6,205,924

12,144,466

14,450,933

10,333,174
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CONSOLIDATED STATEMENTS OF
COMPREHENSIVE INCOME (LOSS) (in part)
Years Ended December 31
In thousands of reais, unless otherwise indicated

Note
22

Revaluation of property, plant and equipment, net of tax
Currency translation gains/(losses), no tax effect
Net income/(expense) recognized directly in equity, net of tax
Profit/(Loss) for the year (all continuing operations)

2009
(1,017,255)
(20,104)
(1,037,359)
437,415

2008
(Restated)
885,921
13,152
899,073
(1,433,770)

2007
(Restated)
(17,370)
(3,537)
(20,907)
331,779

CONSOLIDATED STATEMENT OF CHANGES
IN EQUITY (in part)
Years Ended December 31
In thousands of reais, unless otherwise indicated

At December 31, 2008 (Restated)

Share Capital
675,497

Total comprehensive income
(loss) for the year, net of tax
Revaluation reserve depreciation
of aircraft
Other movements
Transactions with owners:
Stock option plan
Unvested options forfeited
Interest on own capital
(note 30)
Dividends (note 30)
Transfer to legal reserve
(note 23.2)
Subtotal transactions with owners
At December 31, 2009

Revaluation
Reserve
(Note 22)
1,146,829

Other
Reserves
(Note 23)
92,092

Retained
Earnings
(Accumulated
Deficit)
(591,525)

(1,017,255)

(20,104)

435,734

(13,070)

116,504

Total
1,327,127

(601,625)

1,681

(599,944)

(2,507)

(2,507)

13,070
11,409
(948)

675,497

Total
1,322,893

NonControlling
Interest
4,234

49,134
59,595
131,583

11,409
(948)

11,409
(948)

(24,998)
(211,724)

(24,998)
(211,724)

(24,998)
(211,724)

(49,134)
(285,856)
(428,577)

(226,261)
495,007

3,408

(226,261)
498,415

CONSOLIDATED CASH FLOW STATEMENTS
(in part)
Years Ended December 31, 2009 and 2008
In thousands of reais, unless otherwise indicated

Cash generated from operating activities
Tax paid
Interest paid
Net cash generated from operating activities

Note
31

2009
587,165
(83,429)
(312,633)
191,103

2008
1,904,477
(58,443)
(303,525)
1,542,509

2007
724,760
(65,528)
(286,559)
372,673
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NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENT (in part)
Note 2. Summary of Significant Accounting Policies
(in part)
2.1 Basis of preparation
The consolidated financial statements of TAM have been prepared and are being presented in accordance with International Financial Reporting Standards—IFRS as issued by the
International Accounting Standards Board—IASB.
The financial statements are prepared under the historical
cost convention unless otherwise indicated, for example in
respect of revaluation of flight equipment and measurement
of financial instruments at fair value.
2.11 Property, plant and equipment including aircraft
pre-delivery payments (in part)

4.2 Adjustments to the prior period financial statements

Property, plant and equipment (PPE) is stated at either cost
less depreciation or revalued amounts. Depending on the type
of asset, and when it was acquired, cost either refers to historical purchase cost; deemed cost based on a revaluation
performed under previous GAAP (which was BR GAAP); or
historical purchase cost adjusted for the effects of hyperinflation during the years when Brazil’s economy was considered
to be hyperinflationary. Brazil was considered to be hyperinflationary for IFRS purposes until 1997.
Revaluations are performed periodically for flight equipment
based on independent appraisers’ reports. Increases in the
carrying amount arising on revaluation of flight equipment
are recognized in the Statement of Comprehensive Income
(Loss), except where the increase reverses a decrease of
the same asset previously recognized in the income statement. Decreases that offset previous increases of the same
asset are recognized in the Statement of Comprehensive Income (Loss); all other decreases are recognized in the income
statement.
Each year the difference between depreciation charged to
income statement based on the revalued amount and depreciation based on the assets’ original cost is transferred
from the revaluation reserve to retained earnings (accumulated deficit).
Land is not depreciated. Depreciation on other assets is calculated using the straight-line method to allocate their cost or
revalued amounts to their residual values over their estimated
useful lives, as follows:
Years

(∗)

25–30
10
4–6
25
10
5

Certain aircraft held under finance leases are being depreciated
over the period of the respective lease contracts which vary between 6 and 8 years

Major overhaul expenditure, including replacement spares
and labor costs, is capitalized and amortized over the average expected life between major overhauls (the “built-in overhaul method”). All other replacement spares and other costs

IFRS ATT 2.72

relating to maintenance of flight equipment assets, including
all amounts payable under “power by the hour” maintenance
contracts, are charged to the income statement on consumption or as incurred respectively, as described below in
Note 2.23.
Borrowing costs, including interest and applicable foreign
exchange differences, associated with the acquisition of qualifying assets such as aircraft are capitalized as part of the cost
of the asset to which they relate.
The carrying value of PPE is reviewed for impairment when
events or changes in circumstances indicate the carrying
value is greater than its estimated recoverable amount.
Gains and losses on disposals are determined by comparing the proceeds with the carrying amount and are recognized
in the income statement. When revalued assets are sold, the
amounts included in the revaluation reserves are transferred
to retained earnings.

Note 4. First time adoption of IFRS (in part)

(a) Property, Plant and Equipment

Flight equipment—Aircraft(∗)
Flight equipment—Engines
Overhaul
Buildings
Machinery and equipment
Computers

15:29

During the process of preparing the financial statements for
the year ended December 31, 2009 certain errors were identified in the previously issued financial statements for the years
ended December 31, 2008. The adjustment to prior periods
did not affect the opening statement of financial positions as
of January 1, 2007.
The errors were related to:
• Property, plant and equipment—The criteria used to determine the revalued amount of 2 aircrafts added during
2007 and the period of depreciation of such aircrafts as
well as an error in the carrying amount derecognized
and profit/loss on disposal for certain aircrafts that were
disposed of during 2007. The effect of the adjustment
resulted in 2007 in an increase of property, plant and
equipment of R$ 23,725, a decrease in operating expenses of R$ 92,033 and a decrease in other comprehensive income (revaluation for the year) of R$ 68,308
and the corresponding deferred tax effects in the statement of income of R$ 8,065 and in other comprehensive income of R$ 23,225. The effect of the adjustment
resulted in 2008 in a decrease of property, plant and
equipment of R$ 88,943, an increase in operating expenses of R$ 33,043 and a decrease in comprehensive
income (revaluation for the year) of R$ 79,625 and the
corresponding tax effects in the statement of income
of R$ 11,235 and in other comprehensive income of
R$ 27,073.
• Transfer between revaluation reserve to retained
earnings—Having released in 2007 and 2008 the deferred tax liability on revalued amounts corresponding to
the depreciation for the year through other comprehensive income and not through net income. The effect of
the adjustment resulted in recognizing a gain under income tax and social contribution in the income statement of R$ 12,467 in 2007 and R$ 12,136 in 2008.
• Prepaid aircraft maintenance—Having maintained as
prepaid aircraft maintenance as of December 31, 2008
amounts related to an aircraft that had already been
returned to the lessor. The effect of the adjustment resulted in recognizing a reduction in prepaid aircraft maintenance of R$ 49,246 and an increase in operating expenses of R$ 49,246 and the corresponding deferred
income tax effect of R$ 16,744.
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The effect of the adjustments as of and for the years ended
December 31, 2008 and 2007 is presented below:
December 31, 2008

Effects on Statement of Financial Position
Prepaid aircraft maintenance
Property, plant and equipment
Deferred income tax and social contribution
asset
Total
Revaluation reserve
Retained earnings (accumulated deficit)
Total

As
Reclassified
as per
Note 4.1

Correction
of Prior
Period
Error

432,839
9,752,395

January 01, 2008

As
Restated

As
Reclassified
as per
Note 4.1

Correction
of Prior
Period
Error

As
Restated

(49,246)
(88,943)

383,593
9,663,452

n/a
5,757,351

n/a
23,725

n/a
5,781,076

259,984
10,445,218

46,985
(91,204)

306,969
10,354,014

12,835
5,770,186

(8,065)
15,660

4,770
5,785,846

1,244,465
(597,957)
646,508

(97,636)
6,432
(91,204)

1,146,829
(591,525)
555,304

329,548
—
329,548

(45,083)
60,743
15,660

284,465
60,743
345,208

Year Ended December 31, 2008

Effects on Income Statement
Operating expenses
Gains/(losses) on revaluation aircraft
recognized in the income statement
Profit/(loss) before income tax and social
contribution
Income tax and social contribution
Profit/(loss) for the year (all continuing
operations)
Earnings per share—basic
Earnings per share—diluted
Effects on statement of comprehensive
income (loss)
Revaluation of property, plant and
equipment, net of tax
Profit/(loss) for the year
Total comprehensive income (loss)

As
Originally
Presented

Correction
of Prior
Period
Error

(9,885,065)

Year Ended December 31, 2007

As
Restated

As
Originally
Presented

Correction
of Prior
Period
Error

As
Restated

(69,042)

(9,954,107)

(7,790,511)

92,033

(7,698,478)

255,617

(13,247)

242,370

(1,985,724)
594,129

(82,289)
40,114

(2,068,013)
634,243

385,687
(127,118)

92,033
(18,823)

477,720
(145,941)

(1,391,595)
(9.26)
(9.26)

(42,175)
(0.28)
(0.28)

(1,433,770)
(9.54)
(9.54)

258,569
1.72
1.70

73,210
0.48
0.49

331,779
2.20
2.19

938,474
(1,391,595)
(439,969)

(52,553)
(42,175)
(94,728)

885,921
(1,433,770)
(534,697)

27,713
258,569
282,745

(45,083)
73,210
28,127

(17,370)
331,779
310,872
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Note 13. Property, Plant and Equipment Including
Aircraft Pre-Delivery Payments—Restated
Flight
Equipment (i)
Cost
Accumulated depreciation
At January 01, 2007
Additions(v)
Reclassification to assets held for
sale
Transfer of pre-delivery payments(v)
Disposals/write-offs
Capitalized interest
Revaluation through equity (note 22)
Revaluation through income
statement
Depreciation
At December 31, 2007
Cost
Accumulated depreciation
Net book amount December 31,
2007

4,780,983
(1,256,446)
3,524,537
1,405,670

Additions(v)
Reclassification
Transfer of pre-delivery payments(v)
Disposals/write-offs
Capitalized interest
Revaluation through equity (note 22)
Revaluation through income
statement
Depreciation
At December 31, 2008
Cost
Accumulated depreciation
Net book amount January 01, 2009
(v)

Additions
Reclassification
Transfer of pre-delivery payments(v)
Disposals/write-offs
Capitalized interest
Revaluation through equity (note 22)
Revaluation through income
statement
Depreciation
Net book amount December 31,
2009
Cost
Accumulated depreciation
Net book amount December 31,
2009
(i)

(ii)
(iii)

(iv)
(v)

Land and
Buildings

Computer
Equipment

Machinery
and
Equipment

219,930
(12,463)
207,467

98,158
(42,636)
55,522
13,112

64,303
(31,254)
33,049
14,988

Other (iv)
83,917
(50,371)
33,546
35,609

Construction
in
Progress (ii)

PreDelivery
Payment (iii)

43,406

383,165

43,406
16,322

383,165
924,375

(83,951)
(313,964)
(23,379)

(13,816)

(2,617)

(3,225)

(1,734)

(78)
30,721

(26,318)
(224,701)
(209,920)
4,361,938
5,828,304
(1,466,366)

(4,876)
188,775
206,114
(17,339)

4,361,938

188,775

48,013

38,287

3,228,970
(16,322)

6,631
49,790

31,408

39,005

(4,582)

(8,838)

(56)

(18,004)
48,013
108,653
(60,640)

(6,525)
38,287
76,066
(37,779)

(7,305)
60,116
117,792
(57,676)

(83,951)
(313,964)
(44,849)
30,721
(26,318)
(224,701)
(246,630)
5,781,076
7,420,876
(1,639,800)

59,650
59,650

1,024,297
1,024,297

60,116

59,650

1,024,297

5,781,076

42,530

26,402
(49,790)

401,653

3,776,599
(16,322)
(1,046,110)
(17,029)
46,384
1,342,304

(1,046,110)
(3,553)

Total
5,673,862
(1,393,170)
4,280,692
2,410,076

2,46,384
1,342,304
242,370
(388,564)
8,767,143

(17,044)
228,152

(20,739)
58,682

(8,713)
63,997

(10,760)
83,048

36,206

426,224

10,622,073
(1,854,930)
8,767,143

262,535
(34,383)
228,152

140,061
(81,379)
58,682

110,489
(46,492)
63,997

151,484
(68,436)
83,048

36,206

426,224

36,206

426,224

11,749,072
(2,085,620)
9,663,452

462,964
30,025

2,488

10,219

25,953

39,149

5,973
(30,025)

172,185

718,931

(138,287)
(9,086)

(5,164)

(453)

(883)

(365)

(138,287)
(15,951)
30,557
(1,540,884)

30,557
(1,540,884)
(1,207,608)
(546,622)

(5,506)

(20,702)

(11,346)

(15,538)

242,370
(445,820)
9,663,452

(1,207,608)
(599,714)

5,955,932

219,970

47,746

77,721

106,294

12,154

490,679

6,910,496

8,357,484
(2,401,552)

259,859
(39,889)

149,827
(102,081)

135,559
(57,838)

190,268
(83,974)

12,154

490,679

9,595,830
(2,685,334)

5,955,932

219,970

47,746

77,721

106,294

12,154

490,679

6,910,496

Includes aircraft, engines and spare parts. Aircraft includes aircraft leased under finance leases, according to IAS 17. As of December 31, 2009 TAM has 66
aircraft under finance lease (2008—64 aircraft and 2007—47 aircraft).
Aircraft and engines are recorded at revalued amounts. The revaluations were performed by an independent valuation firm, Engeval Engenharia de Avaliaçoes
S/C Ltda., part of the ArcaLaudis—Global Network of International Valuers and Loss Assessors, as at December 31, 2007, December 31, 2008 and December
31, 2009. The valuations were based on observable market prices for flight equipment. If the flight equipment had been recorded at historical cost, the carrying
value at December 31, 2009 would have been R$7,179,464 (2008—R$7,149,087 and 2007—R$4,292,505). The revaluation deficit for the year ended December
31, 2009 was R$1,540,884 (2008—a surplus of R$1,342,304 and 2007—a deficit of R$26,318) and an expense of R$1,207,608 (2008—reversal of expense
previously recognized of R$242.370 and 2007—expense of R$224,701) was recognized for aircraft whose revalued amount was lower than their cost. The total
carrying amount of leased aircraft and engines amount to R$5,433,149 (2008—R$8,279,208 and 2007—R$3,940,830).
Mainly composed by improvements carried out at the Săo Carlos Technology Center.
Amounts disbursed from the aircraft acquisition program are recorded as advances, since upon the disbursement the form of lease agreement that will be used
is not yet defined. The Company’s past experience shows that the refund of prepaid amounts upon the delivery of aircraft by manufacturers is probable. Note
2.11 (b).
Basically furniture and vehicles.
Transfers occur when the aircraft are delivered and amounts are either returned to TAM or capitalized within flight equipment as “Additions.”

IFRS ATT 2.72

P1: KNQ
ACPA166-02(b)

AICPA

AICPA-IFRS-ATT.cls

December 18, 2010

15:29

179

Section 2: Statement of Financial Position and Related Disclosures

The properties and improvements of the TLA pledged as collateral for loans in the total amount of R$110,499 (2008—
R$110,499 and 2007—R$110,499).
Other than aircraft, there are no significant amounts of property, plant and equipment outside of Brazil. Aircraft are based
in Brazil but fly both domestically and internationally.
The depreciation expense is recorded in the statement of
income within Operating expenses as follows:

Cost of services rendered
Selling expenses
General and administrative
expenses

2009
520,232
1,262

2008
395,199
838

2007
217,574
1,443

78,220
599,714

49,783
445,820

27,613
246,630

Note 22. Revaluation Reserve
The revaluation reserve represents the amount by which the
carrying value (revalued amount) of certain property, plant
and equipment (flight equipment) exceeds its historical cost.
See Note 13.
Revaluation
Reserve,
Gross
of Tax
493,992
(26,318)

Deferred
Tax
(167,957)
8,948

Revaluation
Reserve,
Net of Tax
326,035
(17,370)

(36,667)
431,007

12,467
(146,542)

(24,200)
284,465

Revaluation—through equity
Depreciation recognized in
the statement of income
At December 31, 2008

1,342,304

(456,383)

885,921

(35,692)
1,737,619

12,135
(590,790)

(23,557)
1,146,829

Revaluation—through equity
Depreciation recognized in
the statement of income
At December 31, 2009

(1,540,884)

523,629

(1.017,255)

(19,803)
176,933

6,733
(60,428)

(13,070)
116,504

At January 01, 2007
Revaluation—through equity
Depreciation recognized in
the statement of income
At December 31, 2007

Note 31. Cash Generated from Operations (in part)

Profit/(loss) for the year
Adjustments for
Deferred income tax and
social contribution
Depreciation and
amortization
Revaluation through income
statement
(Profit)/loss on disposal of
property, plant and
equipment (see below)
Deferred income
Fair value (gains)/losses on
derivative financial
instruments
Foreign exchange losses/
(gains) and interest
expense
Others provisions set
Provision for contingency

2009
437,415

2008
Restated
(1,433,770)

2007
Restated
331,779

208,809

(755,199)

6,985

642,386

460,736

249,453

1,207,608

(242,370)

224,701

(19,918)
323,345

8,825
67,646

40,291
161,653

(886,970)

1,191,949

(72,887)

(1,561,779)
(1,598)
107,588

1,760,992
84,530
173,751

(200,508)
143,348
232,583

Revaluation Model—Land and Buildings
2.73

HGL Limited (Sep 2009)
Author’s Note
HGL Limited’s statement of changes in equity does not
reflect the requirements of IAS 1 revised because its
fiscal year end is September 30 and it was not required
to and did not early adopt the revised standard.
BALANCE SHEET (in part)
As at 30 September 2009

Note
Non-Current Assets
Investments
accounted for
using the equity
method
Other financial
assets
Property, plant and
equipment
Intangibles
Deferred tax assets
Total non-current
assets

Consolidated
2009
2008
$’000
$’000

Company
2009
2008
$’000
$’000

6

2,235

1,840

—

—

7

15,924

40,691

92,873

102,686

8
9
13

10,530
27,489
2,371

10,382
27,304
3,602

111
—
2,468

127
—
4,614

58,549

83,819

95,452

107,427
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STATEMENT OF CHANGES IN EQUITY (in part)
For the Financial Year Ended 30 September 2009

Note
Total equity at beginning of financial year
Available for sale investments:
Revaluation gain/(loss) recognised directly in equity, net of tax
Land and buildings revaluation reserve:
Revaluation gain recognised directly in equity, net of tax
Translation of foreign operations:
Exchange differences recognised directly in equity, net of tax
Net income/(expense) recognised directly in equity
Loss transferred to the income statement on impairment of
available for sale investments, net of tax
(Profit)/loss transferred to the income statement on sale of
available for sale investments, net of tax
Profit/(loss) for the period
Total recognised income and expense for the period

NOTES TO THE FINANCIAL STATEMENTS
(in part)
For the Financial Year Ended 30 September 2009

Note 1. Summary of Significant Accounting Policies
(in part)
Basis of preparation
The financial report is a general purpose financial report
which has been prepared in accordance with the Corporations
Act 2001, Accounting Standards and Interpretations issued
by the Australian Accounting Standards Board and complies
with other requirements of the law.
The financial report has been prepared on the basis of historical cost, except for the revaluation of certain non current
assets and financial instruments. Cost is based on the fair
values of the consideration given in exchange for assets.
(g) Property, plant and equipment
Land and buildings are measured at fair value. Fair value is
determined on the basis of independent valuation prepared
by external valuation experts. The fair values are recognised
in the financial statements of the consolidated entity and are
reviewed at the end of each reporting period to ensure that the
carrying value of land and buildings is not materially different
from their fair values.
Any revaluation increase arising on the revaluation of land
and buildings is credited to the land and buildings revaluation reserve, except to the extent that it reverses a revaluation decrease for the same asset previously recognised as an

IFRS ATT 2.73

Consolidated
2009
2008
$’000
$’000
79,540
106,076

Company
2009
$’000
63,414

2008
$’000
63,598

19

1,869

(25,990)

—

(10,294)

19

168

262

—

—

19

(8)
2,029

(28)
(25,756)

—
—

—
(10,294)

19

—

12,234

—

10,309

19

(4,283)
10,469
8,215

212
(4,898)
(18,208)

—
15,687
15,687

—
6,192
6,207

expense in profit or loss, in which case the increase is credited to the income statement to the extent of the decrease
previously charged. A decrease in the carrying amount arising on the revaluation of land and buildings is charged as an
expense in profit or loss to the extent that it exceeds the balance, if any, held in the land and buildings revaluation reserve
relating to a previous revaluation of that asset.
On the subsequent sale, the attributable revaluation surplus
remaining in the land and buildings revaluation reserve, net
of any related deferred taxes, is transferred directly to the
retained earnings.
Plant and equipment, leasehold improvements and equipment under finance lease are stated at cost less accumulated
depreciation and impairment. Cost includes expenditure that
is directly attributable to the acquisition of the item.
(h) Depreciation
Buildings are depreciated over their estimated useful lives
using the straight line method. Items of plant and equipment
are depreciated over their estimated useful lives using the
reducing balance method. The estimated useful lives and depreciation method is reviewed at the end of each reporting
period.
The following estimated useful lives are used in the
calculation of depreciation: buildings—40 years; plant and
equipment—3 to 10 years; and leased plant and equipment—
3 to 5 years. The cost of improvements to or on leasehold
properties is depreciated over the lesser of the period of the
lease or the estimated useful life of the improvement.
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Note 8. Property, Plant and Equipment (in part)
Consolidated

Gross carrying amount
Balance at 30 September 2007
Additions
Acquisition of businesses
Net revaluation increments
Disposals
Net foreign currency exchange difference
Balance at 30 September 2008
Additions
Disposals
Deconsolidation of controlled entity
Net revaluation increments
Net foreign currency exchange difference
Balance at 30 September 2009

Land &
Buildings
$’000

Leasehold
Improvements
$’000

Plant &
Equipment
$’000

Leased
Plant &
Equipment
$’000

Total
$’000

5,317
—
—
505
—
(85)
5,737
—
(374)
—
79
(29)
5,413

1,137
17
—
—
(33)
(16)
1,105
50
(5)
—
—
(5)
1,145

7,584
1,975
80
—
(1,051)
(49)
8,539
2,120
(1,054)
(76)
—
(16)
9,513

1,910
466
—
—
(339)
—
2,037
308
(595)
—
—
—
1,750

15,948
2,458
80
505
(1,423)
(150)
17,418
2,478
(2,028)
(76)
79
(50)
17,821

Consolidated

Accumulated depreciation
Balance at 30 September 2007
Disposals
Net revaluation increments
Depreciation expense
Net foreign currency exchange difference
Balance at 30 September 2008
Disposals
Deconsolidation of controlled entity
Depreciation expense
Net foreign currency exchange difference
Balance at 30 September 2009
Net book value
As at 30 September 2009
As at 30 September 2008

Land &
Buildings
$’000

Leasehold
Improvements
$’000

Plant &
Equipment
$’000

Leased
Plant &
Equipment
$’000

Total
$’000

(396)
—
120
(72)
7
(341)
374
—
(75)
2
(40)

(861)
—
—
(94)
19
(936)
4
—
(81)
3
(1,010)

(4,354)
939
—
(1,392)
34
(4,773)
829
74
(1,477)
13
(5,334)

(820)
284
—
(450)
—
(986)
445
—
(366)
—
(907)

(6,431)
1,223
120
(2,008)
60
(7,036)
1,652
74
(1,999)
18
(7,291)

5,373
5,396

135
169

4,179
3,766

843
1,051

10,530
10,382

During the year one of the three properties was revalued.
The carrying values are based on independent valuations
made by Darroch Valuations in July 2009 and by Herron Todd
White in May 2008 based on market value. It was determined
the carrying value of the remaining land and buildings were
not materially different to the fair value.
Consolidated

The carrying amount of land and buildings had they
been recognised under the cost model

2009
$’000

2008
$’000

4,003

4,067
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Note 17. Minority Interest
Consolidated
2009
$’000
Balance at the beginning of
financial year
Profit attributable to minority
interests
Dividends attributable to
minority interests
Land and buildings revaluation
Equity settled share based
payments
Deconsolidation of controlled
entity
Foreign exchange
Purchase of equity interest
Balance at the end of the
financial year

2008
$’000

Company
2009
$’000

2008
$’000

14,088

13,363

—

—

2,497

2,563

—

—

(1,671)
51

(1,676)
175

—
—

—
—

21

22

—

—

(56)
(62)
(703)

—
(190)
(169)

—
—
—

—
—
—

14,165

14,088

—

—

Note 19. Reserves (in part)
Available for sale revaluation
reserve
Employee share scheme
reserve
Land and buildings
revaluation reserve
Foreign currency translation
reserve
Other reserve
Land and buildings
revaluation reserve
Balance at beginning of
financial year
Revaluation of land and
buildings, net of tax
Balance at end of financial
year

TABLE 2-5: GOODWILL AND CLASSES OF INTANGIBLE
ASSETS
Goodwill.......................................................................................
Development costs......................................................................
Acquired in-process research and development.........................
Software.......................................................................................
Information systems.....................................................................
Future servicing rights.................................................................
Brands..........................................................................................
Patents, licenses, trademarks, and similar rights.......................
Distribution rights.........................................................................
Water rights..................................................................................
Customer-related intangibles (e.g., customer lists,
relationships)............................................................................
Marketing-related intangibles......................................................
Core deposit intangible................................................................
Mining interests............................................................................
Exploration and evaluation expenditures....................................
Concessions ................................................................................
Contract-related intangibles (including favorable leases)...........
Value of business acquired and acquired in-force insurance
policies......................................................................................
Purchased technology.................................................................
Order backlog..............................................................................
Deferred acquisition costs...........................................................
Other............................................................................................

2009
129
43
5
72
6
3
38
51
9
2
43
4
2
7
6
7
18
6
6
2
1
85

7,040

9,454

—

—

2,442

2,442

2,442

2,442

924

756

—

—

(187)
(984)
9,235

(179)
(1,032)
11,441

—
—
2,442

—
—
2,442

756

494

—

—

168

262

—

—

IFRS Overview and Comparison
to U.S. GAAP

924

756

—

—

2.74 IAS 38, Intangible Assets, establishes accounting and

IAS 38, INTANGIBLE ASSETS
IFRS 3, BUSINESS COMBINATIONS

disclosure requirements for goodwill and other intangible assets. An intangible asset is an identifiable, nonmonetary asset
without physical substance. An identifiable asset is separable or arises from contractual or legal rights. IFRSs requires
an intangible asset to be identifiable to distinguish it from
goodwill. IAS 38 applies to all intangible assets, except those
within the scope of another IFRS, financial assets as defined in
IAS 32, exploration and evaluation assets, and assets arising
from expenditures on development and extraction of minerals, oil, natural gas, and other nonregenerative resources.
2.75

The revisions to IFRS 3, Business Combinations, in
2008 amended IAS 38. Entities should apply these amendments prospectively for annual periods beginning on or after
July 1, 2009. If an entity adopts IFRS 3 at an earlier date, the
amendments to IAS 38 should also be applied for that earlier period. IFRS 3 is discussed more fully in section 9. This
section includes illustrations of the ongoing general disclosures required for goodwill in reporting periods subsequent
to the business combination itself. Goodwill recognized in
a business combination is an asset representing the future
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economic benefits arising from other assets acquired in a
business combination that are not individually identified and
separately recognized.

• Ability to measure reliably the expenditures directly at-

tributable to the asset during development (for example,
cost of materials or services used, employee benefits,
fees, and amortization of patents or licenses)

2.76

The revisions to IAS 1 in 2007 also amended IAS
38. These amendments relate primarily to adjustments to an
intangible asset’s carrying amount as a result of applying
the revaluation model and impairment losses recognized or
reversed in other comprehensive income, in accordance with
IAS 36, Impairment of Assets. An entity should apply those
amendments for annual periods beginning on or after January
1, 2009. If an entity applies the amendments to IAS 1 for
an earlier period, the amendments to IAS 38 should also be
applied for that earlier period.

183

2.81 IAS 38 specifically prohibits recognition of internally

generated brands, mastheads, publishing titles, customer lists,
and similar items as intangible assets.
2.82 An entity should recognize expenditures on intangible

Recognition and Measurement

items as an expense in profit and loss, unless the expenditure
is a cost of either an intangible asset meeting the recognition
criteria or an item acquired in a business combination that is
not recognized separately. In the latter case, the cost forms
part of the amount recognized as goodwill, in accordance
with IFRS 3. An entity should not capitalize an expenditure
previously expensed.

IFRSs

2.83 IAS 38 includes two alternative models for subsequent

2.77 An entity should recognize an intangible asset if, and

only if, it is probable that future economic benefits will flow
to the entity and the cost of the asset can be measured reliably.
Probability is assessed based on reasonable and supportable
assumptions representing management’s best estimate of the
economic conditions expected to exist over the asset’s useful
life. The probability recognition criteria are always considered to be satisfied when an entity acquires goodwill and
other intangible assets in a business combination.
2.78 Measurement at initial recognition of intangible assets,

acquired separately, is cost (that is, the purchase price, including duties and taxes, and costs that are directly attributable
to getting the asset ready for its intended use). Examples of
directly attributable costs include employee benefits arising
from getting the asset ready for use, professional fees, and
the cost of testing. IAS 38 specifically excludes the cost of
advertising, training, general overhead, and administrative
costs.
2.79

In accordance with IFRS 3, if an intangible asset is
acquired in a business combination, the cost of that intangible
asset is its fair value at the acquisition date.

2.80 IAS 38 also establishes the treatment for research and

development (R&D) costs. An entity can incur R&D costs
by acquiring an in-process R&D project separately or in a
business combination or by incurring these costs internally,
either subsequently for an acquired project or independently.
An entity should recognize acquired in-process R&D as an
intangible asset if it meets the probability and measurement
reliability recognition criteria. An entity should expense costs
incurred in a project’s research phase (for example, the search
for knowledge or the evaluation of alternatives for new or
improved products or processes). An entity should recognize
an intangible asset when it incurs costs in the development
phase only if the entity can demonstrate all of the following:
• Technical feasibility of completing the intangible asset
so that it will be available for sale
• Intention and ability to both complete and use or sell
the asset
• How the intangible asset will generate probable future
economic benefits (for example, demonstrate the existence of a market for the asset’s output or the asset’s
usefulness to the entity if for internal use)
• Availability of adequate resources to complete development and use or sell the asset

measurement of intangible assets: cost and revaluation. An
entity should select a model for an entire class of assets, not
for individual assets. However, the revaluation model is only
available for those intangible assets that are traded in an active
market.
2.84

Under the cost model, an entity should measure the
intangible asset at cost less accumulated amortization, if any,
and accumulated impairment losses.

2.85

Under the revaluation model, an entity should measure an intangible asset at the revalued amount, which is the
fair value as of the date of the revaluation, less subsequent
accumulated amortization and subsequent accumulated impairment losses. An entity should determine fair value of
individual assets by reference to an active market. An entity should conduct revaluations with sufficient regularity so
the carrying value of the asset at the reporting date is not
materially different from its fair value at that date.

2.86 The revaluation model is only available for intangible

assets that are traded in an active market. Therefore, if an
active market for an asset is no longer available, an entity
should measure the asset at cost less accumulated amortization and impairments. IAS 38 reminds entities that the fact
that an active market no longer exists may be an indicator of
impairment and that the asset needs to be tested in accordance
with IAS 36.
2.87

An entity should recognize increases in the carrying
amount from revaluation in other comprehensive income and
in equity (accumulated revaluation surplus), but the entity
should recognize the increase in profit or loss to the extent
that the increase reverses a previous decrease. Similarly, an
entity should recognize a decrease in carrying value in profit
or loss, but the entity should recognize the decrease in equity
to the extent that the decrease reverses a previous increase.

2.88

Standing Interpretations Committee (SIC) 32, Intangible Assets—Web Site Costs, specifically addresses costs incurred in developing and maintaining an entity’s own website. An entity should treat the development of the website
similarly to development costs of an R&D project (that is,
an entity only capitalizes expenditures when the criteria for
capitalizing development costs are met). However, SIC 32 requires an entity to expense all costs associated with website
activities for advertising and promotional purposes.
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Author’s Note
Amortization and impairment are discussed in
section 3.
U.S. GAAP
2.89

The FASB ASC glossary defines an intangible asset
as an asset (not including a financial asset) without physical
substance. Although this definition is similar to that in IAS
38, it does not specifically include the requirement that the
asset is identifiable. FASB ASC 350-30-25-1 states that an
entity should recognize intangible assets acquired individually or in a group of assets (except those acquired in a business
combination). FASB ASC 805-20-25-10 requires an entity to
recognize identifiable intangible assets separately from goodwill. The definition in the FASB ASC glossary explains that
the term intangible asset is used to refer to intangible assets
other than goodwill.

2.90

On initial recognition, FASB ASC 350-30-25-2 requires an entity to allocate cost to intangible assets acquired
separately or in a group of assets, rather than a business
combination, based on relative fair values, and not recognize goodwill. However, if an asset is acquired separately,
cost and fair value are likely to be the same. As discussed
in FASB ASC 820, Fair Value Measurements and Disclosures, an entity should determine fair value based on assumptions market participants would use in pricing the asset.
FASB ASC 805, Business Combinations, contains guidance
on recognition and measurement of assets acquired in a business combination.

2.91

Like IFRSs, FASB ASC 805-20-30-1 requires an entity to measure intangible assets acquired in a business combination at their acquisition-date fair value on initial recognition. However, IFRS 3 offers an option to measure the
noncontrolling interest at its proportion of fair value of the net
identifiable assets acquired, rather than at fair value. Therefore, an entity could measure goodwill at a different amount
under U.S. GAAP than under IFRSs if it elected this option.

2.92

Unlike IFRSs, FASB ASC 805-10-35-1 only permits
an entity to use other applicable GAAP for subsequent measurement. Therefore, as explained by FASB ASC 350-30-35,
an entity should measure an intangible asset at cost less accumulated amortization, if applicable, and accumulated impairment losses. An entity should amortize intangible assets
with finite useful lives, including defensive intangible assets
acquired to prevent others from obtaining access to the asset,
over their expected useful lives. An entity should not amortize
an intangible asset with an indefinite useful life or goodwill
acquired in a business combination.

2.93 The definitions of R&D under U.S. GAAP differ from

those under IFRSs. However, with the exception of certain
internally developed software, FASB ASC 350-30-25-3 requires all internally developed intangibles, including R&D
costs, to be expensed as incurred. Like IFRSs, and consistent with the measurement principle in FASB ASC 805-2030-1, in-process R&D acquired in a business combination
is recognized as an intangible asset and measured at the
acquisition-date fair value. FASB ASC 350-30-17A states
that an entity should consider intangible assets used in R&D
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activities to have an indefinite life until the completion or
abandonment of the associated R&D efforts. Therefore, such
assets are not amortized but are subject to impairment testing
annually.
2.94 FASB ASC 985-20 and 350-40 contain specific guid-

ance on the treatment of software developed for sale and
internal-use software, respectively, whereas IFRSs do not
treat software differently than any other intangible asset. Unlike the treatment in SIC 32, FASB ASC 350-40 and 350-50
have separate guidance regarding costs incurred for software
to operate the website, unless the entity has a plan to market
the software externally, and other costs, depending upon the
stage of development of the website.
2.95

Like IFRSs, FASB ASC 720-15 requires an entity
to expense training and start-up costs as incurred. Unlike
IFRSs, FASB ASC 340-20 has specific criteria that permit
capitalization of direct response advertising costs.

Disclosure
IFRSs
2.96

An entity should identify major classes of intangible
assets and distinguish, at a minimum, between internally generated and other intangible assets. For each identified class
of intangible asset, the entity should disclose the following
information:
• Whether the assets in the class have a finite or indefinite
useful life
• Useful lives or amortization rates and amortization
methods for assets with finite lives
• Gross carrying amount and combined accumulated
amortization and impairment losses at the beginning
and end of the period
• Line items of comprehensive income in which amortization is included
• Reconciliation of the beginning and ending balances
in the gross carrying amount and combined accumulated amortization and impairment, indentifying reasons for changes in these accounts (for example, additions, classification to held for sale, revaluations,
disposals, amortization, impairment losses, and foreign
exchange effects)

2.97

For each intangible asset with an indefinite life, an
entity should also disclose the asset’s carrying amount and
reasons why an indefinite life is supported, including factors
that made a significant difference in that decision.

2.98

Like indefinite life intangibles, an entity should not
amortize goodwill. IFRS 3 requires a reconciliation of the
carrying amount of goodwill and accumulated impairment
losses showing the following, separately:
• Additional goodwill, except that goodwill related to a
disposal group immediately classified as held for sale
should be shown separately
• Adjustments due to recognition of deferred tax assets
• Related goodwill derecognized on sale of the disposal
group
• Impairment losses
• Foreign exchange adjustments
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2.99 An entity should describe any individually material in-

tangible asset and disclose its carrying amount and remaining
amortization period. For assets acquired by government grant
and initially recognized at fair value, the entity should disclose the fair value initially recognized, the current carrying
value, and whether the cost or revaluation model is used subsequently. The entity should also disclose information about
carrying amounts of assets with title restrictions or pledged
as collateral and information about impaired assets.
2.100

IAS 38 requires additional disclosures about assets
measured using the revaluation model.
Author’s Note
No survey company selected the revaluation model for
a class of intangible assets.

Goodwill
2.106

City Telecom (H.K.) Limited (Aug 2009)
Author’s Note
City Telecom (H.K.) Limited’s financial statements
may not fully reflect the requirements of IAS 1 revised
because its fiscal year end is August 31. It was not required to and did not early adopt the revised standard.
CONSOLIDATED BALANCE SHEETS (in part)
(Expressed in Hong Kong dollars)

2.101

An entity should disclose the aggregate amount of
R&D expenditures recognized as an expense in profit or loss.

As at August 31

2.102

IAS 8 requires an entity to disclose the nature and
amount of any change in accounting estimate having a material impact in the current period or expected to have a material
impact subsequently.

Note

2009
HK$ ’000

2008
HK$ ’000

11
12

1,066
1,302,380

1,066
1,231,399

15
21

6,091
12,786
—
1,322,323

5,586
15,391
26,335
1,279,777

2.103

Non-Current Assets
Goodwill
Fixed assets
Long term receivable and
prepayment
Deferred expenditure
Deferred tax assets

2.104

NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (in part)

U.S. GAAP
FASB ASC requires fewer disclosures than IAS 38.
However, FASB ASC 350-30-50-1 does require an entity to
identify major classes of intangible assets and specifies required disclosures, including disclosure of any significant
residual value, in total, for each class.

FASB ASC 350-30-50-1 requires an entity to disclose the weighted average amortization period, rather than
useful lives or amortization rates, in total and by asset class.

2.105

FASB ASC 350-20-50-2 requires an entity to disclose the gross carrying amount and accumulated amortization and amortization expense for the period, not the comprehensive reconciliation of these carrying amounts as required
by IFRSs.

Presentation and Disclosure
Excerpts—Continuing Application
Author’s Note
The amendments to IAS 38 resulting from the revisions
to IAS 1 and IFRS 3 discussed previously are effective for annual periods beginning on or after January
1, 2009, and July 1, 2009, respectively. Some survey
companies selected for this edition have annual periods beginning before January 1, 2009 and, therefore,
the illustrative excerpts that follow may not reflect these
revisions unless the entity adopted the revisions to IAS
1 early. An Author’s Note will be provided with these
excerpts.

Note 1. Significant Accounting Policies (in part)
(e) Goodwill
Goodwill represents the excess of the cost of a business combination or an investment in an associate or a jointly controlled
entity over the Group’s interest in the net fair value of the acquiree’s identifiable assets, liabilities and contingent liabilities.
Goodwill is stated at cost less accumulated impairment
losses. Goodwill is allocated to cash-generating units and is
tested annually for impairment (see note 1(i)). In respect of
associates or jointly controlled entities, the carrying amount
of goodwill is included in the carrying amount of the interest
in the associate or jointly controlled entity.
Any excess of the Group’s interest in the net fair value of the
acquiree’s identifiable assets, liabilities and contingent liabilities over the cost of a business combination or an investment
in an associate or a jointly controlled entity is recognized immediately in profit or loss.
On disposal of a cash generating unit, an associate or
a jointly controlled entity during the year, any attributable
amount of goodwill is included in the calculation of the profit
or loss on disposal.

Note 11. Goodwill
HK$ ’000
Cost and carrying amount:
At August 31, 2009/2008

1,066
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based on value-in-use calculations. These calculations use
cash flow projections based on financial budgets approved by
management covering a five-year period. Cash flows for the
five-year period are estimated based on average growth rates
of 15% and a pre-tax discount rate of 18%. Cash flows beyond
the five year period are assumed to remain constant. The estimated growth rates used are comparable to the growth rate
for the industry.
The key assumption used in the value-in-use calculation is
the annual growth of the turnover of the fixed telecommunications network services, which is determined based on the
past performance and management’s expectation for market
development. The discount rate used is pre-tax and reflects
specific risks relating to the fixed telecommunication services
segment.
Any adverse change in the key assumption could reduce
the recoverable amount below carrying amount.

Impairment tests for cash-generating units containing
goodwill
Goodwill is allocated to the Group’s cash-generating units
(“CGU”) identified according to country of operation and business segment as follows:

Fixed telecommunications network
service segment

2009
HK$ ’000

2008
HK$ ’000

1,066

1,066

The recoverable amount of the CGU exceeds its carrying
amount. The recoverable amount of the CGU is determined

Customer Lists and Computer Software
Development
2.107

ABSA Group Limited (Dec 2009)
CONSOLIDATED STATEMENT OF FINANCIAL
POSITION (in part)
As at 31 December
Group
Note
Assets
Cash, cash balances and balances with central banks
Statutory liquid asset portfolio
Loans and advances to banks
Trading portfolio assets
Hedging portfolio assets
Other assets
Current tax assets
Non-current assets held for sale
Loans and advances to customers
Reinsurance assets
Investments
Investments in associates and joint ventures
Goodwill and intangible assets
Investment property
Property and equipment
Deferred tax assets
Total assets
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2
3
4
5
5
6
7
8
9
11
12
13
14
15
16
17

2009
Rm
20,597
33,943
36,032
61,779
2,558
17,777
234
—
503,630
719
29,564
487
1,245
2,195
6,606
374
717,740

20081
Rm
24,828
33,043
44,662
78,879
3,139
16,925
23
2,495
532,144
903
26,980
2,144
963
661
6,127
241
774,157

20071
Rm
20,629
22,957
54,025
25,824
725
24,408
185
—
455,958
485
29,792
1,004
301
—
4,610
111
641,014
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ACCOUNTING POLICIES (in part)
For the year ended 31 December

Note 1. Summary of Significant Accounting Policies
(in part)
1.14 Intangible assets (in part)
1.14.2 Computer software, customer lists and other
intangible assets
Intangible assets acquired separately are measured on initial
recognition at cost. The cost of intangible assets acquired
in a business combination is the fair value as at the date of
acquisition. Following initial recognition, intangible assets are
carried at cost less any accumulated amortisation and any
impairment losses.
Computer software development activities involve a plan
or design for the production of new or substantially improved
software. Development expenditure is capitalised only if development costs can be measured reliably, completion of the
development of the software is technically and commercially
feasible, the Group can demonstrate that the intangible asset
will be used to generate future economic benefits, the Group
intends to and has sufficient resources to complete development and to use the asset and the Group can demonstrate the
ability to use or sell the intangible asset. The expenditure capitalised includes the cost of materials, staff costs and overhead
costs that are directly attributable to preparing the software for
intended use. Other development expenditure which does not
meet the above requirements is recognised in the profit and
loss component of the statement of comprehensive income
when the Group has right of access to the goods or as the
services are received.
Capitalised development expenditure is measured at cost
less accumulated amortisation and accumulated impairment
losses. Computer software development costs recognised as
assets are amortised over their estimated useful lives.

Useful Lives
Amortisation method used

Internally generated or
acquired
Annual amortisation rate (%)

Costs associated with maintaining computer software programs are recognised as an expense as incurred.
Customer lists and other intangible assets are initially
recognised when they are separable or arise from contractual or other legal rights, the cost can be measured reliably
and, in the case of intangible assets not acquired in a business combination, where it is probable that future economic
benefits attributable to the assets will flow from their use. The
value of intangible assets acquired in a business combination
is generally determined using income approach methodologies such as the discounted cash flow method.
The useful lives of intangible assets are assessed as either
finite or indefinite.
Intangible assets with finite lives are amortised over the
useful economic life and assessed for impairment whenever
there is an indication that the intangible asset may be impaired. The amortisation period and the amortisation method
for an intangible asset with a finite useful life, are reviewed
at least at each financial year-end. Changes in the expected
useful life or the expected pattern of consumption of future
economic benefits embodied in the asset is accounted for
by changing the amortisation period or method, as appropriate, and are treated as changes in accounting estimates. The
amortisation expense on intangible assets with finite lives is
recognised in the profit and loss component of the statement
of comprehensive income in ‘Operating expenses.’
Intangible assets with indefinite useful lives are not amortised, but are tested for impairment annually either individually or at the cash-generating unit level. The assessment of
indefinite life is reviewed annually to determine whether the
indefinite life continues to be supportable. If not, the change
in useful life from indefinite to finite is made on a prospective
basis.
An intangible asset is derecognised on disposal or when
the Group expects no future economic benefits to arise from
the asset. Gains or losses arising from derecognition of an
intangible asset are measured as the difference between the
net disposal proceeds and the carrying amount of the asset and are recognised in the profit and loss component of
the statement of comprehensive income when the asset is
derecognised.
A summary of policies applied to the Group’s intangible
assets is as follows:

Customer Lists
Finite
Amortised over the period of the
expected future cash flows on a basis
that reflects the pattern in which future
economic benefits are expected to be
received from the asset.
Acquired

Development Costs
Finite
Amortised over the period of the
expected use from the related project
on a straight-line basis.

Internally generated

Other
Finite
Amortised over the period of the
expected future cash flows on a basis
that reflects the pattern in which future
economic benefits are expected to be
received from the asset.
Acquired

8–20

20–33

10
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Note 14. Goodwill and Intangible Assets (in part)
Group
2009

Computer software
development costs
Customer lists
Goodwill
Other

2008

Cost
Rm

Accumulated
Amortisation and/or
Impairments
Rm

Carrying Value
Rm

1,051
190
693
8
1,942

(508)
(66)
(122)
(1)
(697)

543
124
571
7
1,245

Cost
Rm

Accumulated
Amortisation and/or
Impairments
Rm

Carrying Value
Rm

645
190
668
8
1,511

(433)
(30)
(85)
—
(548)

212
160
583
8
963

Reconciliation of Goodwill and Intangible Assets
Group
2009

Computer software
development costs
Customer lists
Goodwill
Other

Opening
Balance
Rm

Additions
Rm

Additions
Through
Business
Combinations
Rm

212
160
583
8
963

427
—
—
—
427

—
—
25
—
25

Refer to note 1.14.2 for useful lives, amortisation methods
and amortisation rates. The majority of computer software
development costs were internally generated. The remainder
were acquired.
Included in computer software development costs is R31
million relating to assets still under construction.

Disposals
Rm

Foreign
Exchange
Movements
Rm

Amortisation
Rm

Impairment
Charge
Rm

Closing
Balance
Rm

(3)
—
—
—
(3)

5
—
—
—
5

(79)
(36)
—
(1)
(116)

(19)
—
(37)
—
(56)

543
124
571
7
1,245

Film Costs
2.108

Seven Arts Pictures plc (Jun 2009)
Author’s Note
Seven Arts Pictures plc’s financial statements may not
fully reflect the requirements of IAS 1 revised because
its fiscal year end is June 30. It was not required to and
did not early adopt the revised standard.
CONSOLIDATED BALANCE SHEETS (in part)
Assets
Cash and cash equivalents
Restricted cash and cash equivalents—Zeus
Trade receivables
Trade receivables—Zeus
Due from related parties
Other receivables and prepayments
Investments
Film costs
Property and equipment
Total assets

IFRS ATT 2.108

Notes
1.19
1.19
7
7
7
7
9
10
11

Year Ended
June 30, 2009
$
28,793
—
1,579,086
—
1,118,598
1,718,263
—
22,902,513
40,112
$27,387,365

3 Months Ended
June 30, 2008
$ 1,172,593
112,394,240
4,273,337
247,322,586
2,794,727
11,558,620
1,595,520
19,704,379
37,135
$400,853,137

Year Ended
March 31, 2008
$ 2,133,338
198,405,009
8,302,975
53,601,395
2,049,405
7,035,996
1,595,280
29,221,441
42,757
$302,387,596
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CONSOLIDATED STATEMENT OF CASH FLOW
(in part)
Supplemental Disclosure of Cash Flow Information:
Cash paid during the year for
Interest
Income taxes
Non Cash Investing and Financing Transactions:
Capitalised film cost acquired under Knife Edge Tax Credit
EBT receivable set off against equity accounts
Production loan received for capitalised film cost / development cost
Accounts receivable applied against Loan set off

NOTES TO CONSOLIDATED FINANCIAL
STATEMENTS (in part)
Note 1. Accounting Policies (in part)
1.6 Film Costs
Film costs include the unamortized costs of completed films
which have been produced by the Group or for which the
Group has acquired distribution rights, libraries acquired as
part of acquisitions of companies and films in progress and in
development.
For films produced by the Group, capitalized costs include
all direct production and financing costs, capitalized interest
and production overhead.
Costs of acquiring and producing films are amortized using the individual-film-forecast method, whereby these costs
are amortized and participations and residuals costs are accrued in the proportion that current year’s revenue bears to
management’s estimate of ultimate revenue at the beginning
of the current year expected to be recognized from the exploitation, exhibition or sale of the films. The great majority of
a film’s costs (80% or more) are generally amortized within
three years of the picture’s initial release.
Ultimate revenue includes estimates over a period not to
exceed ten years following the date of initial release. Film
costs are stated at the lower of amortized cost or estimated
fair value. Individual film costs are reviewed on a title-by-title
basis, when an event or change in circumstances indicates
that the fair value of a film is less than its unamortized cost.
The fair value of the film is determined using management’s
future revenue and cost estimates and a discounted cash flow
approach. Additional amortization is recorded in the amount
by which the unamortized costs exceed the estimated fair
value of the film. Estimates of future revenue involve measurement uncertainty and it is therefore possible that reductions in
the carrying value of investment in films may be required as
a consequence of changes in management’s future revenue
estimates.
Films in progress include the accumulated costs of productions which have not yet been completed.
Films in development include costs of acquiring film rights to
books, stage plays or original screenplays and costs to adapt
such projects. Such costs are capitalized and, upon commencement of production, are transferred to production costs.
Projects in development are written off at the earlier of the
date they are determined not to be recoverable or when abandoned, or three years from the date of the initial investment.

9,854,087
—

437,910
—

245,768
—

$
—
$2,480,176
$1,700,998
$1,005,998

$
—
$
—
$399,558
$311,873

$ 2,614,084
$
—
$11,204,756
$ 496,465

1.11 Use of Estimates
The preparation of financial statements requires management
to make estimates and assumptions that affect the reported
amounts of assets and liabilities and disclosure of contingent
assets and liabilities at the date of the financial statements,
and the reported amounts of revenue and expenses during
the reporting period. The most significant estimates made by
management in the preparation of the financial statements
relate to ultimate revenue and costs of its films; estimates for
other allowances; income taxes and impairment assessments
for film costs, equipment. Actual results could differ from such
estimates.

Note 10. Film Costs

Film costs as of March 31, 2007
Additional costs incurred
Third party Investments/Tax Credits
Amortization of film costs during period
Film costs as of March 31, 2008
Additional costs incurred
Third party Investments/Tax Credits
Amortization of film costs during period
Film costs as of June 30, 2008
Additional costs incurred
Third party Investments/Tax Credits
Amortization of film costs during period
Film costs as of June 30, 2009

Film Costs
$17,688,538
14,468,369
(2,445,227)
(490,239)
$29,221,441
3,420,522
(12,156,554)
(781,030)
$19,704,379
10,174,711
(4,416,646)
(2,559,932)
$22,902,513

The Zeus financing resulted in a net benefit to the Group of
$16,002,766, of which $10,917,087 was applied as a reduction of film costs resulting from third party investments. Of this
amount $2,445,227 was recorded in the year ended March 31
2008; $7,349,512 in the three months ended June 30, 2008,
and $1,122,348 in the year ended June 30, 2009. The balance of $5,085,679 was not allocated to film costs and was
taken as fee income in the year ended June 30, 2009.
The net book value of all films as of June 30, 2009 includes
$20,047,669 relating to films released since April, 2007 and
$2,854,844 relating to pictures in development.
All of the Group’s pictures released before April 2007 have
been completely written off and therefore have a net book
value of zero.
The Company anticipates that approximately 85% of the
film costs on the Balance sheet as of June 30, 2009 will be
amortized within the next three years.
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Acquired R&D, Trademarks, Patents, Licenses
and Other Rights
2.109

Sanofi-Aventis (Dec 2009)
CONSOLIDATED BALANCE SHEETS (in part)
(€ million)
Assets
Property, plant and equipment
Goodwill
Intangible assets
Investments in associates
Financial assets—non-current
Deferred tax assets
Non-current assets

Note

December 31, 2009

December 31, 2008

December 31, 2007

D.3.
D.4.
D.4.
D.6.
D.7.
D.14.

7,830
29,733
13,747
955
998
2,912
56,175

6,961
28,163
15,260
2,459
821
2,920
56,584

6,538
27,199
19,182
2,493
1,037
2,912
59,361

NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (in part)
Note B. Summary of Significant Accounting Policies
(in part)
B.4. Intangible assets
Intangible assets are initially measured at acquisition cost
or production cost, including any directly attributable costs
of preparing the asset for its intended use, or (in the case of
assets acquired in a business combination) at fair value as at
the date of the combination. They are amortized on a straight
line basis over their useful lives.
The useful lives of intangible assets are reviewed at each
reporting date. The effect of any adjustment to useful lives is
recognized prospectively as a change of accounting estimate.
Amortization of intangible assets is recognized in the income statement under Amortization of intangibles with the
exception of amortization of acquired or internally-developed
software, which is recognized on the relevant line of the income statement according to the purpose for which the software is used.
Sanofi-aventis does not own any intangible assets with an
indefinite useful life.
Intangible assets are carried at cost less accumulated
amortization and accumulated impairment, if any, in accordance with IAS 36 (see Note B.6.).
B.4.1. Research and development not acquired
in a business combination
Internally generated research and development
In accordance with IAS 38 (Intangible Assets), internally generated research expenditure is expensed as incurred under
Research and development expenses.
Under IAS 38, internally generated development expenses
are recognized as an intangible asset if, and only if, all the following six criteria can be demonstrated: (a) the technical feasibility of completing the development project; (b) the Group’s
intention to complete the project; (c) the Group’s ability to use
the project; (d) the probability that the project will generate
future economic benefits; (e) the availability of adequate technical, financial and other resources to complete the project;

IFRS ATT 2.109

and (f) the ability to measure the development expenditure
reliably.
Due to the risks and uncertainties relating to regulatory approval and to the research and development process, the six
criteria for capitalization are considered not to have been met
until marketing approval has been obtained from the regulatory authorities. Consequently, internally generated development expenses arising before marketing approval has been
obtained, mainly the cost of clinical trials, are expensed as
incurred under Research and development expenses .
Chemical industrial development expenses incurred to develop a second-generation process are incurred after initial
regulatory approval has been obtained, in order to improve
the industrial process for an active ingredient. To the extent
that the six IAS 38 criteria are considered as being met, these
expenses are capitalized under Intangible assets as incurred.
Separately acquired research and development
Payments for separately acquired research and development
are capitalized under Intangible assets provided that they
meet the definition of an intangible asset: a resource that
is (i) controlled by the Group, (ii) expected to provide future
economic benefits, and (iii) identifiable, i.e. is either separable
or arises from contractual or legal rights. Under paragraph 25
of IAS 38, the first condition for capitalization (the probability that the expected future economic benefits will flow to the
entity) is considered to be satisfied for separately acquired
research and development. Because the amount of the payments is determinable, the second condition for capitalization
(the cost can be measured reliably) is also met. Consequently,
upfront and milestone payments to third parties related to
pharmaceutical products for which regulatory marketing approval has not yet been obtained are recognized as intangible
assets, and amortized on a straight line basis over their useful
lives from the date on which regulatory approval is obtained.
Payments under research and development arrangements
relating to access to technology or to databases and payments made to purchase generics files are also capitalized,
and amortized over the useful life of the intangible asset.
Subcontracting arrangements, payments for research and
development services and continuous payments under research and development collaborations unrelated to the outcome of the research and development efforts are expensed
over the service term.
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B.4.2. Other intangible assets

B.4.3. Intangible assets acquired in a business combination

Patents are capitalized at acquisition cost and amortized over
the shorter of the period of legal protection or their useful life.
Licenses other than those related to pharmaceutical products and research projects, in particular software licenses,
are capitalized at acquisition cost, including any directly attributable cost of preparing the software for its intended use.
Software licenses are amortized on a straight line basis over
their useful lives (three to five years).
Internally generated costs incurred to develop or upgrade
software are capitalized if the IAS 38 criteria for recognition as
an intangible asset are satisfied, and amortized on a straight
line basis over the useful life of the software from the date on
which the software is ready for use.

Intangible assets acquired in a business combination which
relate to in-process research and development and are reliably measurable are separately identified from goodwill and
capitalized in Intangible assets in accordance with IFRS 3
(Business Combinations) and IAS 38 (Intangible Assets). The
related deferred tax liability is also recognized.
In-process research and development acquired in a business combination is amortized on a straight line basis over
its useful life from the date of receipt of regulatory approval
for the product derived from the research and development
work.
Rights to products sold by the Group are amortized on a
straight line basis over their useful lives, which are in a range
from 5 to 20 years. Useful lives are determined on the basis of
cash flow forecasts that take account of (among other factors)
the period of legal protection of the related patents.

Note D. Detailed Notes to the Financial Statements
(in part)
D.4. Intangible assets and goodwill
Intangible assets and goodwill break down as follows:

(€ million)
Gross value at January 1, 2007
Gross value at December 31, 2008
Changes in scope of consolidation
Acquisitions and other increases
Disposals and other decreases
Translation differences
Transfers
Gross value at December 31, 2009
Accumulated amortization & impairment
at Dec. 31, 2008

Acquired
Aventis R&D
3,054
2,453
—
—
—
(45)
(87)
2,321

Other
Acquired R&D
187
558
789
275
(70)
(51)
(9)
1,492

Rights to
Marketed
Aventis
Products
30,371
30,319
—
—
—
(451)
87
29,955

Trademarks,
Patents,
Licenses and
Other Rights
1,491
1,760
1,405
62
(1)
47
11
3,284

Software
587
585
12
56
(2)
2
2
655

Total
Intangible
Assets
35,690
35,675
2,206
393
(73)
(498)
4
37,707

(1,484)

(47)

(17,399)

(997)

(488)

(20,415)

—
—
—
28
—

(70)
(28)
69
2
2

(3,155)
(344)
—
288
—

(303)
—
2
19
(4)

(50)
—
—
(1)
—

(3,578)
(372)
71
336
(2)

Amortization expense
Impairment losses, net of reversals
Disposals
Translation differences
Transfers
Accumulated amortization & impairment
at Dec. 31, 2009

(1,456)

(72)

(20,610)

(1,283)

(539)

(23,960)

Carrying amount: December 31, 2007
Carrying amount: December 31, 2008
Carrying amount: December 31, 2009

2,377
969
865

317
511
1,420

15,646
12,920
9,345

743
763
2,001

99
97
116

19,182
15,260
13,747
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Aventis acquisition

Other acquisitions

On August 20, 2004, sanofi-aventis acquired Aventis, a global
pharmaceutical group created in 1999 by the merger between
Rhône-Poulenc and Hoechst.
As part of the process of creating the new Group, the
two former parent companies—Sanofi-Synthélabo (renamed
sanofi-aventis) and Aventis—were merged on December 31,
2004.
The total purchase price as measured under IFRS 3 (Business Combinations) was €52,908 million, of which €15,894
million was settled in cash.
Goodwill arising from the acquisition of Aventis amounted to
€27,221 million at December 31, 2009, versus €27,632 million at December 31, 2008 and €27,034 million at December
31, 2007.
Rights to marketed products and goodwill arising on the
Aventis acquisition were allocated on the basis of the split of
the Group’s operations into business and geographical segments, and valued in the currency of the relevant geographical
segment (mainly euros and U.S. dollars) with assistance from
an independent valuer. The average period of amortization for
marketed products was initially set at 8 years, based on cash
flow forecasts which, among other factors, take account of the
period of legal protection offered by the related patents.
Rights to marketed Aventis products represent a diversified
portfolio of rights relating to many different products. As of December 31, 2009, 83.7% of the carrying amount of these rights
related to the Pharmaceuticals segment, and 16.3% to the
Vaccines segment. The five principal pharmaceutical products in this portfolio by carrying amount (Lantus® /Apidra® :
€2,166 million, Lovenox® : €1,019 million; Taxotere® : €756
million; Actonel® : €564 million; Allegra® : €359 million) accounted for approximately 62.2% of the total carrying amount
of product rights for the Pharmaceuticals business as of December 31, 2009.
During 2007, some of the acquired Aventis research and
development (€235 million) came into commercial use; it is
being amortized from the date of marketing approval. The
main items involved are the Lantus® -Apidra® pens, and new
indications for Taxotere® .
During 2008, some of the acquired Aventis research and
development (€300 million) came into commercial use; it is
being amortized from the date of marketing approval. The
main products involved are Pentacel® vaccine in the United
States and the “once-a-month” dose of Actonel® in the United
States.
During 2009, some of the acquired Aventis research and
development (€87 million) came into commeral use; it is being amortized from the date of marketing approval. The main
product involved is Sculptra® in the United States.

Increases in intangible assets and goodwill during the year
ended December 31, 2009 were mainly due to business combinations completed during the year. Details of the purchase
price allocations for the principal acquisitions made during
2009 are provided in Note D.1. “Significant acquisitions”. The
main effects on intangible assets at the acquisition dates are
summarized below:
The Shantha purchase price allocation led to the recognition of intangible assets of €374 million and goodwill of €250
million.
The Medley purchase price allocation led to the recognition of intangible assets of €170 million and goodwill of €383
million.
The Zentiva purchase price allocation led to the recognition of intangible assets of €976 million, mainly comprising
the value of marketed products and the Zentiva trademark.
Goodwill of €894 million was recognized, including the effect
of buyouts of minority interests during the period.
In the BiPar purchase price allocation, the principal product
under development (BSI-201) was valued at €539 million.
Acquisitions of intangible assets during the year ended December 31, 2009 (other than software and assets recognized
in business combinations) totaled €337 million and related
primarily to license agreements, including the collaboration
agreements signed with Exelixis and Merrimack (see Note
D.21.).
The provisional purchase allocations for the principal acquisitions made in 2008 (see Note D.1.) were as follows:
The Symbion Consumer purchase price allocation led to
the recognition of intangible assets of €116 million. Goodwill
arising on this acquisition amounted to €206 million.
The Acambis purchase price allocation led to the recognition of intangible assets of €223 million (of which €198 million
related to research projects). Goodwill arising on this acquisition amounted to €197 million.
There were no material adjustments to these purchase
price allocations during the year ended December 31, 2009.
Acquisitions of intangible assets (other than software and
assets recognized in business combinations) in 2008 were
€103 million, and related mainly to license agreements, including the collaboration agreements signed with Dyax Corp.
and Novozymes (see Note D.21.).
Acquisitions of intangible assets (other than software and
assets recognized in business combinations ) in 2007 were
€312 million. This amount includes payments made under
collaboration agreements, including those signed during the
year with Oxford BioMedica (Trovax® ) and Regeneron (see
Note D.21.). It also includes the buyout of the Japanese rights
for Panaldine® (Daiichi) and Myslee® (Astellas).
Amortization of intangible assets is recognized in the income statement under Amortization of intangibles except
for amortization of software, which is recognized on the relevant line of the income statement according to the purpose
for which the software is used:

(€million)
Cost of sales
Research and development expenses
Selling and general expenses
Other operating expenses
Total

IFRS ATT 2.109

Year Ended December 31, 2009
11
14
24
1
50

Year Ended December 31, 2008
10
14
28
—
52

Year Ended December 31, 2007
18
16
45
1
80
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Core Deposit Intangibles and Servicing Rights
2.110

Barclays plc (Dec 2009)
CONSOLIDATED BALANCE SHEET (in part)
As at 31st December

Assets
Cash and balances at central banks
Items in the course of collection from other banks
Trading portfolio assets
Financial assets designated at fair value:
– held on own account
– held in respect of linked liabilities to customers under investment contracts
Derivative financial instruments
Loans and advances to banks
Loans and advances to customers
Available for sale financial investments
Reverse repurchase agreements and cash collateral on securities borrowed
Other assets
Current tax assets
Investments in associates and joint ventures
Goodwill
Intangible assets
Property, plant and equipment
Deferred tax assets
Total assets

Unnumbered Note. Accounting Policies
(in part)
14. Intangible assets
Goodwill
Goodwill arises on the acquisition of subsidiaries and associates and joint ventures, and represents the excess of the fair
value of the purchase consideration and direct costs of making the acquisition, over the fair value of the Group’s share of
the assets acquired, and the liabilities and contingent liabilities assumed on the date of the acquisition.
For the purpose of calculating goodwill, fair values of acquired assets, liabilities and contingent liabilities are determined by reference to market values or other valuation
methodologies including discounted cash flow techniques, using market rates or by using risk-free rates and risk-adjusted
expected future cash flows. Goodwill is capitalised and reviewed annually for impairment, or more frequently when
there are indications that impairment may have occurred.
Goodwill is allocated to cash-generating units for the purpose
of impairment testing. Goodwill on acquisitions of associates
and joint ventures is included in the amount of the investment.
Gains and losses on the disposal of an entity include the carrying amount of the goodwill relating to the entity sold.
Computer software
Computer software is stated at cost, less amortisation and
provisions for impairment, if required.

Notes

2009
£m

2008
£m

12

81,483
1,593
151,344

30,019
1,695
185,637

41,311
1,257
416,815
41,135
420,224
56,483
143,431
6,358
349
422
6,232
2,563
5,626
2,303
1,378,929

54,542
66,657
984,802
47,707
461,815
64,976
130,354
6,302
389
341
7,625
2,777
4,674
2,668
2,052,980

13
13
14
15
15
16
17
18
20
21
22
23
19

The identifiable and directly associated external and internal costs of acquiring and developing software are capitalised
where the software is controlled by the Group, and where it
is probable that future economic benefits that exceed its cost
will flow from its use over more than one year. Costs associated with maintaining software are recognised as an expense
when incurred.
Capitalised computer software is amortised over three to
five years.
Other Intangible assets
Other intangible assets consist of brands, customer lists, licences and other contracts, core deposit intangibles, mortgage servicing rights and customer relationships. Other intangible assets are initially recognised when they are separable
or arise from contractual or other legal rights, the cost can be
measured reliably and, in the case of intangible assets not
acquired in a business combination, where it is probable that
future economic benefits attributable to the assets will flow
from their use. The value of intangible assets which are acquired in a business combination is generally determined using income approach methodologies such as the discounted
cash flow method and the relief from royalty method that estimate net cash flows attributable to an asset over its economic
life and discount to present value using an appropriate rate of
return based on the cost of equity adjusted for risk.
Other intangible assets are stated at cost less amortisation
and provisions for impairment, if any, and are amortised over
their useful lives in a manner that reflects the pattern to which
they contribute to future cash flows, generally over 4–25 years.
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22. Intangible assets (in part)

2009
Cost
At 1st January 2009
Acquisitions and disposals of subsidiaries
Disposal of discontinued operations
Additions/disposals
Exchange and other adjustments
At 31st December 2009
Accumulated amortisation and impairment
At 1st January 2009
Disposal of discontinued operations
Disposals
Amortisation charge
Impairment charge
Exchange and other adjustments
At 31st December 2009
Net book value

Internally
Generated
Software
£m

Other
Software
£m

Core
Deposit
Intangibles
£m

Brands
£m

Customer
Lists
£m

Mortgage
Servicing
Rights
£m

Licences
and Other
£m

Total
£m

721
—
(66)
264
44
963

328
—
—
(36)
(55)
237

261
—
—
—
40
301

155
—
(2)
—
22
175

1,565
1
—
—
(45)
1,521

173
—
—
—
(9)
164

426
109
(32)
11
(52)
462

3,629
110
(100)
239
(55)
3,823

(284)
25
12
(190)
(11)
(17)
(465)
498

(69)
—
4
(29)
—
36
(58)
179

(52)
—
—
(22)
—
(8)
(82)
219

(55)
2
—
(17)
(6)
(8)
(84)
91

(172)
—
—
(136)
—
(10)
(318)
1,203

(116)
—
—
(13)
—
12
(117)
47

(104)
8
—
(54)
(10)
24
(136)
326

(852)
35
16
(461)
(27)
29
(1,260)
2,563

Of the amortisation charge for the year, £447m (2008: £276m)
relates to continuing operations.
The impairment release detailed above has been included
within other operating expenses.

Multi-Client Surveys and Development Costs
2.111

Compagnie Generale De Geophysique-Veritas,
S.A. (Dec 2009)
Author’s Note
CCG Veritas explains that multi-client surveys “consist
of seismic surveys to be licensed to customers on a nonexclusive basis. All costs directly incurred in acquiring,
processing and otherwise completing seismic surveys
are capitalized into the multi-client surveys (including
transit costs when applicable).”
CONSOLIDATED BALANCE SHEETS (in part)

(Amounts in Millions of Euros)
Assets
Deferred tax assets
Investments and other financial assets, net
Investments in companies under equity method
Property, plant and equipment, net
Intangible assets, net
Goodwill, net
Total non-current assets
Total Assets

IFRS ATT 2.111

Notes

2009

24
7
8
9
10
11

74.3
35.9
99.0
677.7
728.9
1,868.1
3,483.9
4,921.2

December 31
2008
109.2
26.2
72.9
822.4
820.0
2,055.1
3,905.8
5,634.2

2007
81.4
32.0
44.5
660.0
680.5
1,928.0
3,426.4
4,647.0

P1: KNQ
ACPA166-02(b)

AICPA

AICPA-IFRS-ATT.cls

December 18, 2010

15:29

195

Section 2: Statement of Financial Position and Related Disclosures

NOTES TO CONSOLIDATED FINANCIAL
STATEMENTS (in part)
Note 1. Summary of Significant Accounting Policies
(in part)
7—Intangible and tangible assets (in part)
In accordance with IAS 16 “Property, Plant and equipment”
and IAS 38 “Intangible assets” only items for which cost can
be reliably measured and for which the future economic benefits are likely to flow to us are recorded in our consolidated
financial statements.
Goodwill
Goodwill is determined according to IFRS 3—Business Combinations. Upon transition to IFRS, goodwill is not amortized
but subject to an impairment test at least once a year at the
balance sheet date.
Multi-client surveys
Multi-client surveys consist of seismic surveys to be licensed
to customers on a non-exclusive basis. All costs directly incurred in acquiring, processing and otherwise completing
seismic surveys are capitalized into the multi-client surveys
(including transit costs when applicable). The value of our
multi-client library is stated on our balance sheet at the aggregate of those costs less accumulated amortization or at fair
value if lower. We review the library for potential impairment
at each balance sheet date at the relevant level (independent
surveys or groups of surveys).
We amortize the multi-client surveys over the period during
which the data is expected to be marketed using a pro-rata
method based on recognized revenues as a percentage of
total estimated sales.
In this respect, we use five amortization rates 50%, 65%,
75%, 80% or 83.3% of revenues depending on the category
of the surveys. Multi-client surveys are classified into a same
category when they are located in the same area with the
same estimated sales ratio, such estimates generally relying
on the historical patterns. The 65% amortization rate is applied to the surveys acquired as a result of our acquisition of
Veritas.

For all categories of surveys and starting from data delivery,
a minimum straight-line depreciation scheme is applied over
a five-year period, if total accumulated depreciation from the
applicable amortization rate is below this minimum level.
Multi-client surveys acquired as part of the business combination with Veritas and which have been valued for purchase
price allocation purposes are amortized based on 65% of revenues and an impairment loss is recognized on a survey by
survey basis in case of any indication of impairment.
From January 12, 2007 to October 1, 2007, we applied an
amortization rate of 66.6% of revenues instead of 50% for a
certain category of surveys. The impact of this change of estimates applied from October 1, 2007 is a reduction in depreciation expenses of €3.1 million for the year ended December
31, 2007.
Development costs
Expenditures on research activities undertaken with the
prospect of gaining new scientific or technological knowledge
and understanding are recognized in the income statement as
expenses as incurred and are presented as “Research and
development expenses—net.” Expenditures on development
activities, whereby research finding are applied to a plan or
design for the production of new or substantially improved
products and processes, are capitalized if:
• the project is clearly defined, and costs are separately
identified and reliably measured,
• the product or process is technically and commercially
feasible,
• we have sufficient resources to complete development,
and
• the intangible asset is likely to generate future economic
benefits, either because it is useful to us or through an
existing market for the intangible asset itself or for its
products.
The expenditures capitalized include the cost of materials, direct labor and an appropriate proportion of overhead. Other
development expenditures are recognized in the income
statement as expenses as incurred and are presented as “Research and development expenses—net.”
Capitalized development expenditures are stated at cost
less accumulated amortization and impairment losses.
We amortize capitalized developments costs over 5 years.
Research & development expenses in our income statement represent the net cost of development costs that are not
capitalized, of research costs, offset by government grants
acquired for research and development.

Note 10. Intangible Assets (in part)
Analysis of intangible assets is as follows:
December 31

Multi-client surveys Marine
Multi-client surveys Land
Development costs capitalized
Software
Other intangible assets
Total intangible assets

Gross

2009
Accumulated
Depreciation

1,479.2
329.1
64.4
44.1
309.4
2,226.2

(1,111.0)
(228.2)
(22.1)
(33.1)
(102.9)
(1,497.3)

2008
Accumulated
Net
Gross
Depreciation
(Amounts in Millions of Euros)
368.2
1,326.3
(910.0)
100.9
262.7
(143.4)
42.3
104.6
(19.6)
11.0
45.8
(33.6)
206.5
249.9
(62.7)
728.9
1,989.3
(1,169.3)

Net

2007
Net

416.3
119.3
85.0
12.2
187.2
820.0

295.6
139.8
34.5
9.0
201.6
680.5
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The variation of the period for intangible assets is as follows:
December 31
2008
(In Millions of Euros)
680.5
343.4
13.7
5.9
(260.8)
(37.3)
—
10.7
62.1
1.8.
820.0

2009
Variation of the Period
Balance at beginning of period
Increase in multi-client surveys
Development costs capitalized
Other acquisitions
Depreciation on multi-client surveys
Other depreciation
Disposals
Change in exchange rates
Change in consolidation scope
Other
Balance at end of period

820.0
229.3
14.3
5.4
(289.3)
(45.8)
(0.6)
3.2
(7.6)
—
728.9

2007
127.6
371.4
8.2
3.8
(308.5)
(36.9)
(21.9)
(50.7)
584.8
2.7
680.5

Depreciation on multi-client surveys in 2009 includes a €63.8
million (US$88.9 million) impairment loss presented in the
line item “Other revenues (expenses) net” of the Consolidated
Statement of Operations (see note 21).
The change in consolidation scope in 2009 corresponds
to the fair value adjustment on intangible assets acquired in
December 2008 as part of the Wavefield acquisition.
The change in consolidation scope in 2008 corresponded
to the fair value of Wavefield’s intangible assets acquired for
€54.0 million, Metrolog for €4.8 million and Quest Geo for
€3.3 million, in 2007 to the fair value of Veritas’ intangible
assets acquired.
In 2007 the disposals of assets related mainly to the sale of
certain of Veritas’ North Sea licenses and a Canadian asset.

Water Rights, Trademarks, Software
Programs
2.112

Companie Cerveserias Unidas S.A. (Dec 2009)
CONSOLIDATED BALANCE SHEET (in part)
Non-Current Assets
Accounts receivable from related companies
Investments in joint venture
Intangible assets (net)
Property, plant and equipment (net)
Investment property
Biological assets
Deferred income tax
Derivate hedge assets
Prepaid expenses
Other non-current assets
Total non-current assets
Total Assets

IFRS ATT 2.112

15
18
19
20
21
22
23
6
17

284,457
32,813,634
31,764,270
403,506,077
15,801,327
11,923,602
16,888,820
—
6,606,401
1,398,413
520,987,001
851,744,279

295,382
42,341,048
110,078,900
494,939,627
16,503,042
17,285,991
21,053,453
9,566,257
2,490,089
2,721,219
717,275,008
1,081,702,802

273,475
43,284,760
103,475,569
491,121,558
15,291,308
16,030,387
23,999,110
—
1,437,156
1,220,495
696,133,818
1,103,772,893

P1: KNQ
ACPA166-02(b)

AICPA

AICPA-IFRS-ATT.cls

December 18, 2010

15:29

197

Section 2: Statement of Financial Position and Related Disclosures

NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (in part)

Water Rights
The water rights acquired by the Company correspond to the
existing water use right at natural sources, and they were
recorded at their cost attributed as of the transition date. Given
that such rights are perpetual they are not amortizable, nevertheless they are annually subject to impairment assessment,
or when factors exist that indicate a likely loss of value.

Note 2. Summary of Significant Accounting Policies
(in part)
2.14 Intangible Assets (in part)
Commercial Trademarks
The Company’s commercial trademarks correspond to intangible assets with an indefinite useful life that are presented at
their historic cost, less any impairment loss. The Company believes that through marketing investments trademarks maintain their value, consequently they are considered as having
an indefinite useful life and they are not amortizable. Such
assets are subject to impairment tests on a yearly basis, or
when factors exist indicating a likely loss of value (Note 2.15).
Software Programs
Software programs licenses acquired are capitalized at the
value of the costs incurred for their acquisition and preparation for the use of the specific programs. Such costs are
amortized over their estimated useful lives (4 to 7 years). The
maintenance costs of the software programs are recognized
as expense of the year during which they are incurred.
Research and development Expense
The research and development expense is recognized as an
expense when incurred. The disbursements for these concepts during the years ended as of December 31, 2008 and
2009 were not significant.

Note 3. Estimates and Application of Professional
Judgment (in part)
Financial statement preparation requires estimates and assumptions from Management affecting the amounts included
in the consolidated financial statements and their related
notes. The estimates made and the assumptions used by the
Company are based on the historical experience, the changes
in the industry and the information supplied by external qualified sources. Nevertheless, final results could differ from the
estimates under certain conditions, and in some cases vary
significantly.
Significant estimates and accounting policies are defined
as those that are important to correctly reflect the Company’s
financial position and income, and/or those that require a high
judgment level by Management.
The main estimates and professional judgments are related
to the following concepts:
• Asset valuation and appreciation acquired (goodwill or
trade funds) to determine the existence of losses due to
their impairment (Note 2.14 and Note 19).
• The valuation of commercial trademarks to determine
the existence of potential losses due to potential impairment (Note 2.15 and Note 19).

Note 19. Intangible Assets (in part)
The intangible assets movement during the years ended as of
December 31, 2008, and December 31 2009, was as follows:
As of January 1, 2008
Historic Cost
Accumulated amortization
Book Value

23,131,160
—
23,131,160

7,401,874
—
7,401,874

9,901,753
(8,949,076)
952,677

278,559
—
278,559

40,713,346
(8,949,076)
31,764,270

Year Ended as of December 31, 2008
Additions
Additions from business combinations
Divestitures
Amortization
Conversion effect
Book Value

10,270
43,088,319
—
—
6,789,336
73,019,085

454,572
23,296,406
—
—
3,651,673
34,804,525

1,874,219
—
—
(788,408)
(298,109)
1,740,379

—
324,575
(88,223)
—
—
514,911

2,339,061
66,709,300
(88,223)
(788,408)
10,142,900
110,078,900

Year Ended as of December 31, 2008
Historic Cost
Accumulated amortization
Book Value

73,019,085
—
73,019,085

34,804,525
—
34,804,525

11,477,863
(9,737,484)
1,740,379

514,911
—
514,911

119,816,384
(9,737,484)
110,078,900

Year Ended as of December 31, 2009
Additions
Additions from business combinations
Amortization
Conversion effect
Book Value

—
4,916,248
—
(7,765,215)
70,170,118

—
—
—
(4,090,983)
30,713,542

1,496,071
—
(1,028,021)
(219,686)
1,988,743

88,255
—
—
—
603,166

1,584,326
4,916,248
(1,028,021)
(12,075,884)
103,475,569

Year Ended as of December 31, 2009
Historic Cost
Accumulated amortization
Book Value

70,170,118
—
70,170,118

30,713,542
—
30,713,542

12,754,248
(10,765,505)
1,988,743

603,166
—
603,166

114,241,074
(10,765,505)
103,475,569
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The Company does not maintain any pledge or restriction on
intangible assets.
Management has not seen any evidence of impairment of
Intangible assets in 2009 and 2008.
The detail of the trademarks appears below:
Trademarks Beer Argentina
Trademarks Beer Chile
Trademarks Spirits
Trademarks Wine
Total

486,466
286,518
585,298
6,043,592
7,401,874

IAS 40

2.117

IFRSs Overview and Comparison
to U.S. GAAP
2.113 Investment property, as defined in IAS 40, is land or

buildings (in whole or part) held for rental or capital appreciation, or both, and is a separate asset class. An entity may
own an investment property or hold it under a finance (capital) lease. Under certain circumstances, as described subsequently, lessees holding property interests under operating
leases may also classify the property interest as an investment
property under IAS 40.
2.114

An entity should account for land or buildings held
for sale in the ordinary course of business as inventory and
account for it in accordance with IAS 2. Land or buildings
held for use in the production or supply of goods or services
or for administrative purposes is considered owner occupied
and should be accounted for as PPE, in accordance with IAS
16; otherwise, accounting for those assets should be in accordance with IAS 40.

2.115

The scope of IAS 40 includes investment property
under construction and excludes biological assets related to
agricultural activity (see IAS 41) and mineral rights and mineral reserves, such as oil, natural gas, and similar nonregenerative resources.

Recognition and Measurement
IFRSs
2.116 On initial recognition, an entity should recognize an

investment property as an asset when, and only when
• It is probable that the future economic benefits that are
associated with the investment property will flow to the
entity and
• The cost of the investment property can be measured
reliably.
Cost should include transaction costs to acquire the investment property and costs incurred subsequently to add to,
replace part of, or service the property. An entity should
measure the cost of investment property assets held under a
finance lease at the lower of the property’s fair value and the
present value of the minimum lease payments and recognize
an equivalent amount as a liability.

IFRS ATT 2.113

14,812,014
286,518
1,039,870
18,666,122
34,804,524

10,723,991
286,518
1,039,870
18,663,163
30,713,542

As it would for PPE, an entity should allocate the
cost to the components of the property that it expects to replace over the asset’s useful life. At the time the component is
replaced, an entity should derecognize any remaining carrying amount. Examples of components of investment property
are interior walls, elevators, and heating and air conditioning
systems.

2.118

IAS 40 has two alternative models for subsequent
measurement: cost and fair value. If the entity chooses the
cost model, it should account for the asset in accordance
with IAS 16 and test the asset for impairment in accordance with IAS 36. However, investment properties that meet
the criteria to be classified as held for sale (or are included in
a disposal group that is classified as held for sale) should be
measured in accordance with IFRS 5.
Author’s Note
See paragraph 2.58 for a description of the cost model.

2.119 An entity may choose one of the two alternative mod-

els separately for each of the following groups of investment
properties:
• All investment property backing liabilities that pay a
return linked directly to the fair value of, or returns
from, specific assets, including the property
• All other investment property
2.120

Lessees who hold property interests under an operating lease can also classify and account for such interests as an investment property if, and only if, the property
would otherwise meet the definition of an investment property and the entity chooses the fair value model for subsequent
measurement.

2.121 Under the fair value model, an entity should measure

all of its investment property at fair value, except in the exceptional case when fair value cannot be determined reliably.
IAS 38 states that there is a rebuttable presumption that, if an
entity chooses the fair value model, it can reliably determine
fair values for its properties. Fair values should reflect market
conditions at the end of the reporting period and the entity
should report changes in fair value in profit or loss.
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2.122

If an entity has previously measured an investment
property at fair value, it should continue to measure that investment property at fair value until disposal or transfer to
inventory or owner-occupied PPE. For a transfer from investment property carried at fair value to owner-occupied property or inventories, the property’s deemed cost for subsequent
accounting in accordance with IAS 2 or IAS 16, should be
its fair value at the date of change in use. An entity should
consider the change in fair value when the asset is transferred
from PPE to investment property held at fair value as a revaluation increase or decrease under IAS 16.

2.123

An entity derecognizes an investment property on
disposal or when the property is permanently retired (that is,
no further economic benefits are expected). An entity should
recognize gains or losses on disposal or retirement in profit
or loss.

2.124

Entities should recognize compensation from third
parties for impairments or losses in profit or loss only when
the compensation is receivable.
U.S. GAAP

2.125

FASB ASC does not provide specific guidance on
accounting for investment properties. FASB ASC 360, Property, Plant, and Equipment, requires an entity to account for
land and buildings as PPE, even when held for sale in the
ordinary course of business, but the entity should not depreciate a long-lived asset while it is classified as held for sale.
Accordingly, the entity should measure the investment property using the cost model. The FASB ASC glossary defines inventory as tangible personal property and specifically
excludes long-term assets subject to depreciation. Unlike
IFRSs, neither FASB ASC 360 nor FASB ASC 840, Leases,
discusses whether a property held by a lessee under a lease
classified as an operating lease could be accounted for as PPE
(effectively, as a capital lease) by the lessee.
Author’s Note
See paragraphs 2.52–2.70 for a more comprehensive
comparison between FASB ASC and IFRSs related to
PPE, including presentation and disclosure.

Presentation
IFRSs
2.126 IAS 1 requires an entity to include a line item for in-

vestment properties, and it should present items with different
measurement bases separately.

Disclosure

199

• When classification is difficult, the criteria used to

distinguish investment property from owner-occupied
properties and from property held for sale in the ordinary course of business
• Methods and significant assumptions applied in measuring fair values, including a statement regarding the
relative weight of market-related evidence and other
factors
• Extent to which the fair value of investment property
is based on a valuation by independent valuers, with
recognized credentials and recent experience, or the fact
that no such valuation was done
• Amounts recognized in profit or loss, including rental
income, direct operating expenses (generating and not
generating rental income), and the cumulative change
in fair value recognized in profit or loss when sales
occurred between pools of asset under different models
2.128 When an entity applies the fair value model, it should

provide a reconciliation of the beginning and ending balance
in investment properties, disclosing the following:
• Additions disaggregating individual property acquisitions from expenditures on existing properties
• Additions due to business combinations
• Classification to held for sale or as part of a disposal
group classified as held for sale
• Changes in fair value
• Net foreign exchange differences
• Transfers to or from inventory or PPE
• Other changes
2.129

In the exceptional case that fair value can no longer
be measured reliably and the cost model is used, an entity
should present information about the property separately in
the relevant reconciliation disclosure. The entity should also
provide a description of the property and the circumstances
that led to the determination that fair value was not reliable.

2.130 For investment properties held under the cost model,

an entity should provide the same disclosures as required by
IAS 16, including the depreciation methods used and useful lives or depreciation rates used. At a minimum, an entity
should show investment properties as a separate asset class
when the entity includes the required reconciliation with other
assets using the cost model. The entity should disclose the aggregated fair value of investment properties measured at cost,
except in the rare case when fair value cannot be measured
reliably.
U.S. GAAP
2.131

An entity should include such properties in the relevant PPE disclosures because FASB ASC does not distinguish investment properties from PPE.

IFRSs
2.127 Regardless of the model chosen, entities should dis-

close the following:
• Accounting policy (cost or fair value)
• If the fair value model is used, whether and under what
circumstances property interests held under operating
leases are classified and accounted for as investment
property
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Presentation and Disclosure
Excerpts—Continuing Application

Improvements to IFRS

TABLE 2-6: ALTERNATIVE MODELS FOR
SUBSEQUENT MEASUREMENT
OF INVESTMENT PROPERTY
2009
14
17

Cost..........................................................................................
Fair Value.................................................................................
Fair value only for investment properties backing liabilities
paying a return linked to the fair value of the investment
property otherwise, cost model............................................

1

No model disclosed..................................................................
Survey companies that do not classify hold investment
properties..............................................................................
Total Companies....................................................................

2
126
160

Investment Property Carried at Cost
2.132

Delhaize Brothers and Co “The Lion” (Delhaize
Group) SA (Dec 2009)
CONSOLIDATED BALANCE SHEET (in part)
Consolidated Assets
(In millions of EUR)
Goodwill
Intangible assets
Property, plant and equipment
Investment property
Investment in securities
Other financial assets
Deferred tax assets
Derivative instruments
Other non-current assets
Total non-current assets

Note
6
7
8
9
11
12
22
19

2009
2,640
574
3,785
50
126
16
23
96
19
7,329

2008
2,607
597
3,832
39
123
23
8
57
11
7,297

2007
2,446
552
3,383
40
116
25
6
53
4
6,625

NOTES TO THE FINANCIAL STATEMENTS (in part)
Note 2. Significant Accounting Policies (in part)
2.2. Initial Application of New, Revised or Amended
IASB Pronouncements
The accounting policies adopted are consistent with those
of the previous financial year except for the following new,
amended or revised IFRSs and IFRIC interpretations that
have been adopted, as of January 1, 2009:

IFRS ATT 2.132

In May 2008, the IASB issued its first omnibus of amendments
to its standards, primarily with the aim of removing inconsistencies and clarifying wording. Most of the 34 amendments to
various standards are effective as of January 1, 2009 and had
no impact on the Group. However, as part of this publication
the IASB amended IAS 40 Investment Property in order to include investment property under construction within the scope
of IAS 40 and allow such property under construction to be
measured at fair value. While Delhaize Group measures its investment property at amortized cost, the amendment requires
a separate disclosure of investment property under construction from other items of property, plant and equipment (where
they had been included before) and also the disclosure of the
fair value of such property under construction. The revised
disclosures requirements have been included in Note 9.
Investment Property
Investment property is defined as property (land or building—
or part of a building—or both) held by Delhaize Group to earn
rentals or for capital appreciation or both, but not for sale in
the ordinary course of business or for use in supply of goods
or services or for administrative purposes and includes investment property under construction. Delhaize Group recognizes the part of an owned (or leased under a finance lease)
property that is leased to third-party retailers as investment
property, unless it represents an insignificant portion of
the property.
Investment property is measured initially at cost including transaction costs. Subsequent to initial recognition, Delhaize Group elected to measure investment property at cost,
less accumulated depreciation and accumulated impairment
losses, if any (i.e., applying the same accounting policies as
for property, plant and equipment). The fair values, which reflect the market conditions at the balance sheet date, are disclosed in Note 9.
Provisions (in part)
Onerous contracts: IAS 37 Provisions, Contingent Liabilities
and Contingent Assets requires the recognition of a provision for a present obligation arising under an onerous contract, which is defined as a contract in which the unavoidable costs of meeting the obligations under the contract
exceed the economic benefits expected to be received under it. Judgment is required in determining if a present obligation exists, taking into account all available evidence. Once
the existence has been established, at the latest upon actual
closing, Delhaize Group recognizes provisions for the present
value of the amount by which the unavoidable costs to fulfill the agreements exceeds the expected benefits from such
agreements, which comprises the estimated non-cancellable
lease payments, including contractually required real estate
taxes, common area maintenance and insurance costs, net
of anticipated subtenant income. The adequacy of the closed
store provision is dependent upon the economic conditions in
which stores are located which will impact the Group’s ability to realize estimated sublease income. Owned and finance
leased stores that are closed and rented out to third-parties
are reclassified as investment property (Note 9).
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Note 8. Property, Plant and Equipment (in part)
In 2009, Delhaize Group recognized impairment losses of
EUR 13 million primarily, but not limited to, in connection with
underperforming stores (EUR 6 million) and store closings
(EUR 5 million) in the United States. Closed stores held under finance lease agreements are reclassified to investment
property (see Note 9). On these closed stores, and in addition
to the EUR 13 million mentioned above, impairment losses on
investment property of EUR 4 million have been recognized
as other operating expenses. In 2008, the Group recognized
an impairment loss of EUR 24 million mainly relating to Sweetbay stores (EUR 19 million) and stores operated in Germany
(EUR 5 million).

Note 9. Investment Property
Investment property, principally comprised of owned rental
space attached to supermarket buildings and excess real estate, is held for long-term rental yields or appreciation and is
not occupied by the Group.
In accordance with the Group’s accounting policy explained
in Note 2.3, investment property is accounted for at cost,
less accumulated deprecation and accumulated impairment
losses, if any. As pointed out in Note 8, closed stores held under finance lease agreements are reclassified to investment
property (EUR 14 million, net of accumulated depreciation),
which resulted in the simultaneous recognition of an impairment loss of EUR 4 million, in connection with closed stores
in the United States.
The fair value of investment property amounted to EUR
69 million, EUR 52 million and EUR 50 million at December
31, 2009, 2008 and 2007, respectively. The fair values for
disclosure purposes were determined using either the support of qualified independent external valuers or by internal
valuers, applying a combination of the present value of future cash flows and observable market values of comparable
properties.
Rental income from investment property recorded in other
operating income was EUR 4 million for 2009, and EUR 3 million for 2008 and 2007. Operating expenses arising from investment property generating rental income, included in selling, general and administrative expenses, were EUR 4 million
in 2009 and 2008 and EUR 3 million in 2007.
(In millions of EUR)
Cost at January 1
Additions
Sales and disposals
Transfers to/from other accounts
Currency translation effect
Cost at December 31
Accumulated depreciation at January 1
Depreciation expense
Sales and disposals
Impairment
Transfers to/from other accounts
Currency translation effect
Accumulated depreciation at December 31
Net carrying amount at December 31

2009
53
3
(3)
28
(2)
79

2008
48
—
(10)
12
3
53

2007
30
8
(5)
19
(4)
48

(14)
(3)
2
(4)
(11)
1
(29)
50

(8)
(3)
2
(1)
(3)
(1)
(14)
39

(4)
(3)
1
1
(4)
1
(8)
40

At December 31, 2009, 2008 and 2007, the Group only had
insignificant investment property under construction.

Investment Property Carried at Fair Value
2.133

PSP Swiss Property Ltd (Dec 2009)
Author’s Note
PSP Swiss Property Ltd is an investment property (real
estate) company. Only the effects of use of the fair
value model on the statement of financial position are
illustrated in the excerpt below. The effects of accounting for investment property at fair value on PSP Swiss
Property’s statement of comprehensive income statement of shareholders’ equity, statement of cash flows
are illustrated in the relevant parts of Sections 3, 4, and
5, respectively.
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CONSOLIDATED BALANCE SHEET (in part)
Assets (In CHF 1000)
Investment properties
Own-used properties
Sites and development properties
Investments in associated companies
Financial investments
Accounts receivable
Derivative financial instruments
Intangible assets
Furniture, fixtures and equipment
Deferred tax assets
Total non-currents assets

1 January 2008
4,773,130
27,604
109,970
10
6,144
10,487
16,825
1,241
263
14,393
4,960,068

31 December 2008
4,859,007
16,976
132,766
89
5,447
12,121
0
627
328
14,146
5,041,506

31 December 2009
4,946,962
16,868
192,331
28
6,196
12,661
0
415
298
12,162
5,187,920

Note
9
9
9
10
11
12
13
14
15
16

38,943
51,137
25,102
0
2,087
0
29,344
27,158
173,770

107,046
32,877
18,558
56
2,078
0
0
70,067
230,683

33,407
26,074
16,302
0
7,195
4,000
0
29,708
116,687

9
9
12
13

5,133,838

5,272,189

5,304,607

Investment properties for sale
Sites and development properties for sale
Accounts receivable
Derivative financial instruments
Deferrals
Other financial instruments
Tax assets
Cash and cash equivalents
Total current assets
Total assets

NOTES TO THE CONSOLIDATED 2009 FINANCIAL
STATEMENTS (in part)

Unnumbered Note: Risk Management (in part)

Unnumbered Note: Principles of Consolidation
(in part)

General economic development and structural changes are
the main factors which affect the general and specific development of supply and demand on the office and commercial
real estate market; these, in turn, influence the level of rents
and the risk of vacancies. Furthermore, capital and financial
markets impact yield expectations of real estate investors (discount rate). These risks are addressed by appropriate selection and diversification with regard to properties and tenants,
by adjustments to the lease expiry profile and by keeping properties attractive.
Within the framework of its periodic property valuations,
PSP Swiss Property checks these valuations using an internal
DCF model and according to its own experience with regard to
market rents, maintenance and renovation expenses, lengths
of vacancies, yield expectations of investors, realised property sales prices and so on. On the portfolio level, the internal
valuation corresponds largely to the valuation of the external
valuation company. What is important in this comparison is
the quantification of sensitivities with regard to critical determinants, rather than the comparison of absolute values. By
means of scenario analyses, the impact of changing environmental factors, which are economically consistent, is checked
regularly. In most scenarios there are compensating effects of
various factors; consequently, property values are more stable
than generally assumed. The worst scenario is a deflationary
one which lasts several years.
Various tables in this annual report give important indications for judging the diversification of property risks, such as
the development of rental income and vacancy rates according to regions (pages 110 to 111) or the lease expiry profile
and the tenant structure (pages 126 to 127). This information
shows that PSP Swiss Property has a well diversified and
balanced portfolio within its defined strategy.
With regard to possible changes in the market environment, there is sensitivity in particular related to discount rates.

Unnumbered Note: Modification of Accounting
Principles (in part)
During the reporting period, PSP Swiss Property adopted
the following standard amendments which are relevant to the
Company. Adoption of these modifications did not have a material effect on the consolidated financial statements of the
Group.
• IAS 40 (revised) Investment Property (prospective, compulsory from 1 January 2009). This revised standard
stipulates that development properties which are earmarked for later use as investment properties are now
part of IAS 40. For PSP Swiss Property, which applies
the fair-value model under IAS 40, this means that development properties earmarked for later use as investment properties are shown in the balance sheet at their
fair value as early as their development stage, if the fair
value can be reliably determined. PSP Swiss Property
assumes that a reliable determination of the fair value
according to IAS 40 is possible from the moment a concrete project with corresponding building permission is
available. From that moment, the changes in value are
recognised in the income statement. Until the requirements for a reliable determination of the fair value are
met, the valuation during the development phase is, as
in the past, made at historical cost. In addition, an impairment test is carried out for such properties, if there
are signs for a possible impairment.
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Changes in market value due to changes in the discount rate
are as follows (average discount rate for the entire portfolio,
approximate calculation).
An increase respectively decrease of the market rents
(price level) on which the estimates are based for all properties by 4% would, in a best/worst-case scenario, result in
an appreciation respectively depreciation of the entire investment property portfolio of approximately CHF 215 million at
most (assumption: all other valuation variables remain unchanged). This would have the following impact on the Company’s results:
• Change in net income: approx. CHF 170 million
• Change in net income excluding gains/losses on real
estate investments: no impact
• Change in shareholders’ equity (retained earnings): approx. CHF 170 million
An increase respectively decrease in the structural vacancy
rates on which the estimates are based for all properties from
3.1% to 6.1% would, in a best/worst-case scenario, result in
an appreciation respectively depreciation of the entire investment property portfolio of approximately CHF 170 million at
most (assumption: all other valuation variables remain unchanged). This would have the following impact on the Company’s results:
• Change in net income: approx. CHF 134 million
• Change in net income excluding gains/losses on real
estate investments: no impact
• Change in shareholders’ equity (retained earnings): approx. CHF 134 million

Average Weighted
Discount Rate
6.1%
6.0%
5.9%
5.8%
5.7% (Valuation as per
31 Dec. 2009)
5.6%
5.5%
5.4%
5.3%

Change
Market
Value In %
−8%
−6%
−4%
−2%

Change
Market
Value In
CHF 1,000
−385,816
−298,544
−202,799
−103,416

Market
Value In
CHF 1,000
4,680,903
4,768,175
4,863,920
4,963,303

0%
2%
4%
7%
9%

0
107,433
219,257
335,741
456,997

5,066,719
5,174,152
5,285,976
5,402,460
5,523,715

The Board of Directors has established the following diversification guidelines for investment activity:
• The potential income per individual property shall represent a maximum of 10% of overall potential rent of the
existing real estate portfolio.
• The potential income to be generated from properties
categorised under “Other locations” shall represent a
maximum of 30% of overall potential rent for the existing
real estate portfolio.
• Reported historical cost for “sites and development
properties” shall represent a maximum of 10% of the
overall value of the portfolio.
All guidelines established by the Board of Directors were fulfilled as at 31 December 2009.

Unnumbered Note: Accounting and Valuation
Principles (in part)
Investment properties earmarked for sale
Investment properties earmarked for sale are valued and
recorded like other investment properties. However, such
properties are reported separately under “Current assets” according to IFRS 5.
Own-used properties
In accordance with IAS 16, properties used by the Company
itself are stated at historical cost and depreciated over their
economically useful life, whereby the properties are depreciated according to their significant components. Depreciable
life (linear) is 40 years for buildings and 20 years for facilities
(such as air-conditioning, elevators, ventilation etc.). Land belonging to the property is not depreciated. Where the Company uses only part of a property it owns, utilisation of less
than 25% is regarded as immaterial, which means that the
whole property is stated at market value as an investment
property.
Sites and development properties
Sites and development properties are building land, sites and
development properties held with the intention to be developed as future investment properties. According to IAS 40,
these are shown in the balance sheet at their fair values, if
the fair value can be reliably determined. PSP Swiss Property assumes that a reliable determination of the fair value
according to IAS 40 is possible from the moment a concrete
project with corresponding building permission is available.
From that moment, the changes in valuation are recognised
in the income statement. Until the requirements for a reliable
determination of the fair value are met, the valuation during
the development phase is made at historical cost. In addition,
an impairment test is carried out for such objects, if there are
signs for a possible impairment.
Sites and development properties earmarked for sale
Sites and development properties which are built for sale are
treated in accordance with IAS 2 (inventories). These properties are reported in the balance sheet at historical costs
or a possible lower realisable net value. This net value corresponds to the estimated sales price less expected pre-sale investments as well as sales costs. The sale of such properties
is shown in the income statement according to the so-called
“gross method” and reported in the cash flow statement under
“Cash flow from operating activities.”
Acquisition costs
All costs directly associated with the purchase or construction of properties as well as all subsequent value enhancing
capital expenditures qualify as acquisition costs and are capitalised. Value enhancing investments are capitalised at varying rates. As a rule the maximum capitalisation rate is 70%;
in specific cases it may be up to 90%.
Interest expenses are capitalised for financing development
objects and renovations of investment properties and relieved
in financial expenses. The applied interest rate is set periodically based on PSP Swiss Property Group’s external financing
structure; in the preceding and the reporting year it averaged
2.6%.
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Note 9. Real Estate Investments

(In CHF 1,000)
Carrying value at 31 December 2008

Investment
Properties
IAS 40
4,859,007

Investment
Properties
for Sale
IFRS 5
107,046

Historical cost
Accumulated depreciation
Carrying value, net
Purchases
Capitalised/released rent-free periods(1)
Transfers
Capital expenditures/construction cost
Capitalised own services
Capitalised interest expenses
Sales
Net changes in fair value of real estate
investments
Net changes in fair value of properties held
at 1 January 2009
Net changes in fair value of properties
acquired/completed and transferred
Impairment charge
Depreciation
Carrying value at 31 December 2009

At Market
Value
IAS 40
n.a.

At Historical
Cost
IAS 40
132,766

Current
Development
Properties for
Sale
IAS 2
32,877

Total Real
Estate
Investment
5,148,672

17,105
−129
16,976
0
−352
−47,976
38,318
809
1,127
−5,870

0
0
42,469
172
4
1
−121,679

0
0
0
281
0
0
0

0
0
41,101
38,290
790
1,092
0

0
0
−35,595
8,193
115
502
0

0
0
0
7,371
112
204
−14,391

0
−352
0
92,625
1,830
2,926
−141,940

101,899

5,395

n.a.

5,076

n.a.

n.a.

112,370

101,899

5,395

n.a.

5,076

n.a.

n.a.

112,370

0
n.a.
n.a.
4,946,962

n.a.
n.a.
n.a.
33,407

n.a.

0
0
n.a.
86,350

n.a.
0
n.a.
105,981

n.a.
−98
n.a.
26,074

0
−98
−390
5,215,642

Historical cost
Accumulated depreciation
Carrying value, net
(1)

OwnUsed
Properties
IAS 16
16,976

Sites and
Development
Properties

−390
16,868
17,387
−519
16,868

Straightlining of incentives given to tenants.

Fire insurance value at 31 December 2008
Fire insurance value at 31 December 2009
PSP Swiss Property invests almost exclusively in commercial
properties.
Property valuation differences: The property valuation report of the external, independent valuation company, Wüest &
Partner AG, on pages 77 to 80, shows the basis and assumptions adopted for valuation purposes.
For the year 2009, a value appreciation of CHF 112.4 million could be recorded. This appreciation was mainly the result of the successful vacancy reduction and new leases at
higher rents. Quite a large number of rental contracts were
voluntarily opted in for VAT purposes which also had a positive effect on the valuation. At the end of 2009, the portfolio’s
average weighted nominal discount rate was 5.72% (end of
2008: 5.74%).
With regard to market value adjustments on the investment
properties which were reported as at 1 January 2009, positive
valuation changes at the end of 2009 totalled CHF 130.0 million (2008: CHF 149.5 million) and negative valuation changes
totalled CHF 17.6 million (2008: CHF 32.1 million). There
was no valuation adjustment on the property which was reclassified in the reporting year (2008: positive valuation differences totalling CHF 7.3 million).
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4,416,905
4,278,635
In accordance with the accounting and valuation principles
for properties used by the Company itself, such properties
are recorded at historical cost (IAS 16). The estimated market value for the own-used property (“DL 4,” Zurich, Brandschenkestrasse 152a) was CHF 17.6 million at the end of
2009 (end of 2008: CHF 17.4 million).
In accordance with IAS 40, sites and development properties have been recorded at market value (fair value) since 1
January 2009, if the market value can be reliably determined.
The two ongoing development projects i) new construction
health spa/hotel on the Hürlimann site in Zurich and ii) new
construction Businesspark Richtistrasse in Wallisellen were
re-classified as of 1 January 2009. Since then, they have been
valued at fair value. The market value of all sites and development properties was estimated at CHF 262.4 million at the
end of 2009 (end of 2008: CHF 215.4 million).
At the end of 2009, payment obligations for current development and renovation projects totalled CHF 82.4 million (end
of 2008: CHF 52.5 million).
As at the end of 2009, notary and transfer fees in respect
of the sale of all properties were estimated at approximately
CHF 64 million (end of 2008: approximately CHF 64 million).
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Information on financing is shown in note 19 on pages 63
to 64. Participations and investments as well as transactions
with related parties are shown in notes 10 (page 56) and 28
(pages 71 to 73). Further information in accordance with the
SIX Swiss Exchange’s Additional Rules for the Listing of Real
Estate Companies can be found on pages 110 to 127. (This
information is part of the notes to the consolidated financial
statements.)

2.134

Aryzta AG (Jul 2009)
Author’s Note
Aryzta AG is in the consumer goods, food and beverage
industry, primarily manufacturing and marketing bakery products. Only the effects of use of the fair value
model on the statement of financial position are illustrated in the excerpt below. The effects of accounting
for investment property at fair value on Aryzta’s statement of comprehensive, statement of shareholders’ equity, and statement of cash flows are illustrated in the
relevant parts of Sections 3, 4, and 5 respectively.
In addition, Aryzta’s financial statements may not
fully reflect the requirements of IAS 1 revised because
its fiscal year end is July 31. It was not required to and
did not early adopt the revised standard.
GROUP BALANCE SHEET AS AT 31 JULY 2009
(in part)
In Euro ’000
Assets
Non current assets
Property, plant and equipment
Investment properties
Goodwill and intangible assets
Investments in associates and
joint ventures
Deferred tax assets
Total non current assets

Notes

2009

2008

12
13
14

664,532
62,975
1,498,430

482,991
192,418
835,827

15
24

139,351
27,053
2,392,341

178,131
18,911
1,708,278

GROUP STATEMENT OF ACCOUNTING POLICIES
FOR THE YEAR ENDED 31 JULY 2009 (in part)
Investment Properties
Investment property, principally comprising land, is held for
capital appreciation. Investment property is stated at fair
value. The fair value is based on market value, being the estimated amount for which a property could be exchanged in
an arms length transaction. Any gain or loss arising from a
change in fair value is recognised in the income statement.
When property is transferred to investment property following
a change in use, any difference arising at the date of transfer between the carrying amount of the property immediately
prior to transfer and its fair value is recognised in equity if it is
a gain. Upon disposal of the property, the gain would be transferred to retained earnings. Any loss arising in this manner,

unless it represents the reversal of a previously recognised
gain, would be recognised immediately in the income statement.

Note 13. Investment Properties
(In Euro ’000)
Balance at beginning of year
Fair value adjustment
Arising on business combination (note 30)
Development costs capitalised
Translation adjustment
Balance at end of year

2009
192,418
(134,543)
3,747
1,339
14
62,975

2008
165,473
—
14,000
12,945
—
192,418

Investment property principally comprises development land
located in Ireland in areas destined for future development and
regeneration. Rental income from these properties is negligible from a Group perspective and is not disclosed separately.
Development costs capitalised relates to various works carried out on development land held as investment properties.
Investment property held by Origin Enterprises, plc (the
Group’s 71.4% owned subsidiary and separately listed company) principally comprises 32 acres (13 hectares) of development land located close to the centre of Ireland’s second
largest city, Cork, in its South Docklands area. The area has
long been associated with Origin’s port activities. More recently the Group has been considering an overall redevelopment of the area and in 2007 (the year of the Origin IPO)
revalued and transferred the property to investment property.
Since the prior year, the Irish property market has deteriorated due to unprecedented combinations of negative economic factors affecting the Irish economy. The deteriorating
market conditions have particularly impacted the values of
Irish land and development properties, which have seen a significant fall in value in recent times. The prior year fair value
would have included a significant value attributed to the redevelopment opportunity of this land which has been substantially reduced in the current year.
In accordance with its accounting policy of carrying investment property at fair value, the Group commissioned Savills,
independent qualified valuation experts, to conduct a valuation of the Group’s investment properties in June 2009. The
valuation was on the basis of market value and complies with
the requirements of the Valuation and Appraisal Standards
issued under the auspices of the Society of Chartered Surveyors. For this purpose market value was defined by the
independent valuation experts as the estimated amount for
which the property should exchange on the date of valuation between a willing buyer and a willing seller in an arms
length transaction after proper marketing, wherein the parties had each acted knowledgeably, prudently and without
compulsion.
The respective fair value was therefore estimated based on
considerations regarding the Irish economy, the local property
market, the property related development plan and its challenges, planning permissions received to date and a property
analysis (strengths and weaknesses, trends and saleability)
rather than based on other factors or assumptions. In particular, the valuation expert reflected the impact of the lack
of liquidity in the market and based his assessment on the
assumption that no forced sale is required as it may be very
difficult to achieve a successful sale of these assets in the
short term. The valuation expert also referred to the valuation
uncertainty which may lead to a heightened price volatility
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due to the combination of the above mentioned factors that
are contributing to a very difficult trading environment in the
property market.
Against the background of current conditions in the Irish
property market, and the general economic environment in
Ireland, this resulted in a revaluation loss to the carrying value
of investment properties of €134,543,000.

IAS 28, INVESTMENTS IN
ASSOCIATES
IFRSs Overview and Comparison
to U.S. GAAP
2.135 An associate, as defined in IAS 28, Investments in As-

sociates, is an entity, including an unincorporated entity (for
example, a partnership), over which the investor has significant influence and is neither a subsidiary (controlled entity)
nor an interest in a jointly controlled entity (joint venture).
An investor has significant influence over its investee when
it has the power to participate in the investee’s financial and
operating policy decisions but does not have control or joint
control over those policies.
2.136

IAS 28 applies to investments in which the investor
has significant influence. IAS 28 does not apply to investments held by venture capital entities or mutual funds, trusts,
and other similar entities (including investment-linked insurance funds) that, upon initial recognition, are designated as
at fair value through profit or loss or are classified as held
for trading and accounted for in accordance with IAS 39.
IAS 28 states that these entities are to measure such investments at fair value in accordance with IAS 39 and to recognize changes in fair value in profit or loss in the period of
the change. However, IAS 28 does not exempt these entities
from some disclosures, including the nature and extent of any
restrictions on the ability of the associate to transfer funds to
the investor in the form of cash dividends, loan repayments,
or advances.

Recognition and Measurement
IFRSs
2.137 IFRSs presume that an investor has significant influ-

ence if it holds 20 percent or more of the voting or potential
voting shares of the associate directly or indirectly and that
it does not have significant influence if it holds less. If the
investor holds 50 percent or more of the voting or potential
voting shares, it must determine whether it has control, in
accordance with IAS 27.
2.138 IAS 28 provides guidance to investors in determining

whether they have significant influence over an investee and
identifies various circumstances that provide evidence that
significant influence exists. These circumstances include the
following:
• The investor is represented on the board of directors
(governing body) of the investee.
• The investor participates in policymaking decisions,
including those concerning dividend and other distributions.
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• The investor and investee engage in material trans-

actions.
• The investor provides the investee with essential tech-

nical information.
2.139 An investor should use the equity method to account

for investments in associates, except when the associate is
classified as held for sale in accordance with IFRS 5. IAS 27
exempts an entity from preparing consolidated financial statements if certain criteria are met. Similarly, IAS 28 exempts
an investor from using the equity method for its investment
in an associate if the investor is a parent that is exempt from
consolidated financial statements in accordance with IAS 27,
or the entity itself meets those same criteria.
2.140 The equity method requires the entity to initially rec-

ognize the investment at cost. The investor should include any
difference in the cost and the investor’s proportionate share
of the fair value of the associate’s net identifiable assets (referred to as goodwill) in the carrying value of the associate.
IAS 28 prohibits amortization of this difference. The investor
should also include any excess as income in determining the
investor’s proportionate share of the associate’s profit or loss
in the period in which the investment is acquired. Subsequently, the investor should adjust the carrying value of the
investment for its share in the net profit or loss of the associate and should recognize the same amount in the investor’s
profit or loss. The investor should also recognize its share
of changes in the net assets of the associate recognized in
other comprehensive income in its own other comprehensive
income.
2.141

An investor should discontinue the equity method
when it no longer has significant influence. At that point,
the investor should measure any remaining investment at fair
value and recognize the change in the carrying value of the
investment in profit or loss. Subsequent accounting for the
investment should be in accordance with IAS 39.

2.142 An investor should use the most recent financial state-

ments of the associate to apply the equity method. When the
investor’s and associate’s reporting dates differ, the associate
should prepare a set of financial statements as of the investor’s
fiscal year-end for the investors use, unless it is impracticable. When the associate’s financial statements are prepared as
of a different date, the investor should make appropriate adjustments for the effect of significant transactions that occur
between the two dates. IAS 28 does not permit the difference
in reporting dates to be greater than three months.
2.143

The investor should prepare financial statements
based on application of the same accounting policies for similar transactions and circumstances. When the associate applies different accounting policies for transactions similar to
those of the investor, the investor should make adjustments
to the associate’s financial statements in order to conform to
its own accounting policies.

2.144

An investor’s interest in an associate includes the
carrying value of the equity method investment plus any
other long-term interests that, in substance, form part of
the investment (for example, preference shares, unsecured
loans, and long-term receivables). The investor should recognize its share of the associate’s losses up to the carrying
value of its interest. After writing its investment in the associate to zero, the investor should apply any excess losses to
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the other components in the order of reverse seniority. If the
investor’s share in losses of the associate exceeds its interest
in the associate, the investor should discontinue recognizing
further losses. An investor should recognize liabilities only
to the extent that it incurs a legal or constructive obligation
in accordance with IAS 37.
2.145 After applying the equity method, an investor should

test its investment in accordance with the requirements of
IAS 39 to determine whether to recognize an impairment loss.
When application of IAS 39 indicates that an impairment loss
should be recognized, an investor should measure the loss in
accordance with IAS 36.
2.146

An investor preparing separate, unconsolidated financial statements (for example, parent-only financial statements), either voluntarily or for regulatory purposes, should
account for investments in associates in accordance with
IAS 27.
U.S. GAAP

2.147

Like IFRSs, paragraphs 3–5 of FASB ASC 323-1015 require an investor to use of the equity method to account
for investments in common stock that give the investor the
ability to exercise significant influence over the operating
and financial policies of an investee even when the investor
holds 50 percent or less of the common stock or insubstance
common stock of the investee. However, FASB ASC 323,
Investments—Equity Method and Joint Ventures, includes the
following scope exceptions exceeding those in IAS 28:
• An investment that is accounted for in accordance with
guidance on derivatives and hedging in FASB ASC 81510.
• An investment in common stock held by an investment
company registered with the SEC under the Investment
Company Act of 1940; one that would be registered
except that it has limited stockholders and the securities
are not offered publicly; or a nonbusiness entity, such
as an estate, trust or individual.
• An investment is consolidated under FASB ASC 810,
Consolidation.
The FASB ASC also includes the following scope exceptions
to FASB ASC 323-10:
• The investment is in a partnership or unincorporated
joint venture.
• The investment is in a limited liability company that
maintains specific ownership accounts for each investor.

2.148 FASB ASC 323-10-15-3 also explicitly includes in-

vestments that are in-substance common stock (that is, an
investment that gives the entities the same risks and rewards
as common stock ownership).
2.149 FASB ASC 323-10-15-6 includes indicators similar

to those in IAS 28 of an investor’s ability to exercise significant influence, including representation on the board of
directors, participation in the policymaking processes, material intraentity transactions, the interchange of managerial
personnel, technological dependency, and the extent of ownership by an investor in relation to the concentration of other
shareholdings.
2.150 Like IFRSs, FASB ASC 323-10-15-8 states that there

is a presumption that, in the absence of predominate evidence to the contrary, an investor has the ability to exercise
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significant influence over an investee if the investment in
an investee’s voting stock (direct or indirect) is 20 percent
or more. FASB ASC 323-10-15-8 also requires an entity to
demonstrate its ability to exercise significant influence when
its investment is less than 20 percent. Unlike IFRSs, FASB
ASC 323-10-15-9 precludes investors taking into account potential voting shares when making their assessment of significant influence.
2.151 FASB ASC 323-10-35-4 explains that under the eq-

uity method, an investor should recognize its share of the
earnings or losses of the investee in the same period the investee reports earnings or losses, rather than in the period
the investee declares a dividend. An investor should adjust
the carrying amount of its investment and recognize in income
its share of the investee’s earnings or losses and include the
same amount in determining net income. Similar to IFRSs,
FASB ASC 323-10-35-5 requires an investor to recognize its
share of the investee’s other comprehensive income items.
Unlike IFRS, U.S. GAAP does not explicitly constrain the
difference in reporting dates of the investor and investee to
no more than three months. When there is a lag in reporting by the investee, FASB ASC 323-10-35-6 states that the
investor would ordinarily use the investee’s most recent financial statements and that the lag in reporting should be
consistent from period to period.
2.152 Like IFRSs, FASB ASC 323-10-35-19 states that an

investor’s share of losses of an investee may equal or exceed
the carrying amount of the investment accounted for by the
equity method plus advances made by the investor. FASB
ASC 323-10-35-19 requires the investor to continue to report
losses beyond the investment’s carrying amount up to any
additional financial support provided, which may take the
form of capital contributions to the investee, investments in
additional common stock, preferred stock or debt securities
of the investee, and loans or advances to the investee. See
paragraph 3.207 in section 3 for coverage of impairments of
equity method investments under FASB ASC.

Presentation
IFRSs
2.153

IAS 28 requires investors to classify investments in
associates as noncurrent assets, unless they are classified as
held for sale, in accordance with IFRS 5.

2.154

IAS 1 requires investors to present investments in
associates as a separate line item on the balance sheet and the
investor’s share in the associates’ profit or loss as a separate
line item on the statement of comprehensive income.
U.S. GAAP

2.155

Like IFRSs, FASB ASC 323-10-45-1 also requires
an entity to present its equity method investments as a single amount in a separate line item on the balance sheet and,
consistent with FASB ASC 210-10, classify equity method
investments as noncurrent when a classified balance sheet is
prepared.

2.156

Paragraphs 1–2 of FASB ASC 323-10-45 require
an investor to show its share of the associate’s profit or loss
as a single amount on the income statement, except for the
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investor’s share of extraordinary items and accounting
changes reported in the financial statements of the investee,
which should be shown separately. IFRSs do not permit an
entity to present extraordinary items. With respect to the investor’s share of an investee’s items of other comprehensive
income, FASB ASC 323-10-45-3 permits an entity to combine its proportionate share of those amounts with its own
other comprehensive income items. In contrast, IFRSs requires the investor to present its share of the other comprehensive income of an associate as a separate line item.

vestee; the percentage of ownership of common stock; and
the difference, if any, between the carrying amount of an
investment and the amount of underlying equity in net assets
and how the difference is accounted for. Also unlike IFRSs,
FASB ASC 323-10-50-3(d) states that disclosure of the conversion of outstanding convertible securities, the exercise of
outstanding options and warrants, and other contingent issuances of an investee may have a significant effect on an
investor’s share of reported earnings or losses and should be
included in notes to the financial statements of an investor.

Disclosure
IFRSs
2.157

IAS 28 requires investors to provide the following
disclosures about its equity method investments in associates:
• Fair value of associates when there are published price
quotes
• Summary financial information of associates, including
total assets, total liabilities, total revenues, and profit or
loss
• Share of profit or loss of each investment, including separate disclosure of its share of discontinued operations,
and the investments’ carrying amounts
• Investor’s share of changes in the net assets of the associate recognized in other comprehensive income
• Unrecognized share of losses of an associate for the
period and cumulatively if an investor has discontinued
recognition of its share of losses of an associate
• Investor’s share of the contingent liabilities of an associate incurred jointly with other investors
• Any contingent liabilities that arise because the investor
is severally liable for all or part of the liabilities of the
associate

2.158 When an investor does not use the equity method, it

should disclose that fact and summary financial information
about the investment, including total assets, total liabilities,
total revenues, and profit or loss.
2.159

When the presumption of significant influence at
20 percent ownership is rebutted, investors should explain
the rationale for overcoming the presumption. When the investor concludes it has significant influence with less than
20 percent ownership, IAS 28 requires a similar disclosure.

2.160

Investors should also disclose the nature and extent
of significant restrictions on the associate’s ability to transfer
funds to the investor and separately disclose any contingent
liabilities incurred jointly and those for which it is severally
liable.
U.S. GAAP

2.161

The disclosures required by FASB ASC 323 for equity method investments are less comprehensive than those
required by IFRSs. Like IFRSs, FASB ASC 323-10-50-3
states that investors should usually disclose the aggregate fair
value of equity method investments in common stock when
there are published price quotes.

2.162 Unlike IFRSs, FASB ASC 323-10-50-3 explains that,

for equity method investments in common stock, investors
should disclose, among other things, the name of each in-
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Presentation and Disclosure
Excerpts—Continuing Application
Author’s Note
IAS 28 permits an entity to designate on initial recognition investments in associates and account for them
in accordance with IAS 39, Financial Instruments:
Recognition and Measurement, at “fair value through
profit and loss. “Excerpts illustrating investments in associates accounted for at fair value through profit and
loss” are provided in Section 8, Financial Instruments
and Related Disclosures.

Significant Influence—Less Than 20%
of Voting Power
2.163

Acergy S.A. (Nov 2009)
Author’s Note
Acergy S.A.’s financial statements may not fully reflect
the requirements of IAS 1 revised because its fiscal year
end is November 30. It was not required to and did not
early adopt the revised standard.
CONSOLIDATED BALANCE SHEET (in part)
As at November 30
(In $ millions)
Assets
Non-Current Assets
Intangible assets
Property, plant and equipment
Interest in associates and joint
ventures
Advances and receivables
Derivative financial instruments
Retirement benefit assets
Deferred tax assets

Notes

2009

2008

15
16

9.4
821.8

3.8
907.6

17
18
37
40
12

190.3
43.3
6.0
—
19.3
1,090.1

140.2
29.4
18.4
0.1
39.8
1,139.3

P1: PjU
ACPA166-02(c)

AICPA

AICPA-IFRS-ATT.cls

December 18, 2010

15:40

209

Section 2: Statement of Financial Position and Related Disclosures

NOTES TO THE FINANCIAL CONSOLIDATED
STATEMENTS (in part)
Note 3. Significant Accounting Policies (in part)
Investments in associates and joint ventures
An associate is an entity over which the Group has significant
influence, but not control, and which is neither a subsidiary
nor a joint venture. Significant influence is defined as the right
to participate in the financial and operating policy decisions
of the investee, but is not control or joint control over those
policies.
A joint venture is a commercial business governed by an
agreement between two or more participants, giving them
joint control over the business.

Investments in associates and joint ventures are accounted
for using the equity method. Under this method, the investment is carried in the balance sheet at cost plus postacquisition changes in the Group’s share of net assets of
the associate or joint venture, less any provisions for impairment. The consolidated income statement reflects the
Group’s share of the results of operations after tax of the
associate or joint venture. Losses in excess of the Group’s
interest are only recognised to the extent that the Group has
incurred legal or constructive obligations or made payments
on behalf of the associate or joint venture.
Where there has been a change recognised directly in the
equity of the associate or joint venture, the Group recognises its share in the consolidated statement of recognised
income and expense. Net incomes and losses resulting from
transactions between the Group and the associate or joint
venture are eliminated to the extent of the Group’s interest.

Note 17. Interest in Associates and Joint Ventures
Investment in associates and joint ventures

As at November 30 (in $ millions)
Mar Profundo Girassol (‘MPG’)(a)
Dalia Floater Angola, TSS Dalia (‘Dalia’)(b)
Global Oceon Engineers (‘Oceon’)
Acergy/Subsea 7
SapuraAcergy
Seaway Heavy Lifting (‘SHL’)
NKT Flexibles I/S (‘NKT Flexibles’)
Total
(a)
(b)

Year End
December 31
December 31
November 30
January 31
December 31
December 31

Country/Place
of Registration
Angola
France
Nigeria
Norway
Malaysia
Cyprus/
Netherlands
Denmark

Acergy
Business
Segment

Ownership %

2009

2008

AFMED
AFMED
AFMED
NEC
AME

Joint Venture
Associate
Associate
Joint Venture
Joint Venture

50
17.5
40
50
50

—
3.6
—
—
—

—
4.3
—
2.6
—

CORP
CORP

Joint Venture
Joint Venture

50
49

77.6
109.1
190.3

64.6
68.7
140.2

MPG was liquidated on February 12, 2008.
Acergy owns 17.5% and has a significant influence in Dalia Floater Angola and TSS Dalia. Acergy has a veto on decision-making as decisions
require unanimous agreement.

The movement in the balance of equity investments, including
long-term advances during the fiscal years 2009 and 2008
were as follows:
For the Fiscal Year (in $ millions)
At December 1
Share in net income from associates and
joint ventures
Dividends distributed to the Group
Increase in investment
Reclassification of negative equity balance
as liabilities
Change in fair value of derivative
instruments
Impact of currency translation
At November 30

2009
140.2

2008
106.4

49.0
(28.0)
20.6

63.0
(10.9)
—

(7.7)

19.8

(1.7)
17.9
190.3

(23.7)
(14.4)
140.2

Share in net income of associates and joint ventures:
For the Fiscal Year (in $ millions)
MPG
Dalia
Oceon
Acergy/Subsea 7
SapuraAcergy
SHL
NKT Flexibles(a)
Total
(a)

2009
—
2.9
(0.9)
0.6
9.7
15.0
21.7
49.0

2008
—
0.6
(0.9)
3.5
(15.4)
29.6
45.6
63.0

2007
(0.1)
3.4
(0.5)
12.3
(10.3)
8.8
17.9
31.5

Taxation in respect of the NKT Flexibles joint venture, which has
a legal status of a partnership, has been included in the results
of the relevant subsidiary, which holds the investment in the joint
venture.

No long-lived asset impairment charges were recorded by our
associates and joint ventures during fiscal years 2009, 2008
and 2007.
Taxation in respect of joint ventures, which have a legal
status of partnership, has been included in the results of the
relevant subsidiaries, which hold the investments in the joint
ventures. Undistributed reserves of all other joint ventures will
not be taxed on distribution.
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Dividend distributed to the group
In fiscal year 2009 we received a total of $28.0 million dividends from three joint ventures (SHL, Acergy/Subsea 7 and
Dalia). $20.6 million of the SHL dividend was used to increase
the Group’s investment in this venture.
In fiscal year 2008 we received a total of $10.9 million dividends from three joint ventures (Acergy/Subsea 7, NKT Flexibles and Dalia).
Increase in investment
In the fiscal year 2009 the Group invested an additional $20.6
million to increase our investment in SHL. The Group has
additional commitments to the SHL joint venture as described
in Note 35 ‘Commitments and contingent liabilities.’
A cash advance of $5.0 million (2008: $15.1 million) was
provided to SapuraAcergy during the year.
Significant restrictions
Any dividend payable by SHL is currently being reinvested
in the joint venture until the delivery of the new ship Oleg
Strashnov expected in the second half of 2010.
SapuraAcergy is regulated by the central bank of Malaysia
on repatriation of funds. Dividends are not subject to withholding taxes.
Capital commitments
SHL has entered into a ship building contract for the heavy lift
vessel, Oleg Strashnov, amounting to €286 million ($431 million). As at November 30, 2009 instalments representing 65%
of the contract value were paid. The investment is financed
by means of a Revolving Credit and Guarantee Facility comprising €140 million ($211 million) and $180 million available
for cash drawings, and $33 million available for the issuance
of guarantees.
Reclassification of negative equity balance
The Group accrues losses in excess of the investment value
when we are committed to provide ongoing financial support
to the joint venture.
The Group’s share of any net liabilities of joint ventures is
offset against long-term funding provided to that joint venture.
Any net liabilities after accounting for each offset are classified as other liabilities. In fiscal year 2009 a reversal of $8.4
million (2008: increase of $19.0 million) was recorded against
long term funding, relating to SapuraAcergy losses previously
offset against funding. A $0.7 million (2008: $0.8 million) reclassification to other liabilities was recorded in fiscal year
2009 in respect of Oceon.
Impact of currency translation
This relates to the translation of investments in the equity of
joint ventures which have a functional currency other than the
US Dollar, and relates mainly to NKT Flexibles.
Summarised financial information
Summarised financial information for associates and joint
ventures, representing 100% of the respective amounts included in their financial statements, is as follows.
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Aggregated financial data for associates and joint ventures
For the Fiscal Year (in $ millions)
Revenue
Operating expenses
Gross profit

2009
616.8
(330.0)
286.8

2008
757.7
(524.5)
233.2

2007
537.9
(350.6)
187.3

Other income
Other expenses
Net income

6.2
(161.2)
131.8

64.8
(139.3)
158.7

9.1
(109.5)
86.9

Aggregated balance sheet data for associates and joint
ventures:
At November 30 (in $ millions)
Current assets
Non-current assets
Total assets
Current liabilities
Non-current liabilities
Total liabilities

2009
656.2
786.9
1,443.1
508.5
504.5
1,013.0

2008
516.3
593.1
1,109.4
341.4
442.3
783.7

2007
430.1
399.7
829.8
296.0
288.8
584.8

Transactions with associates and joint ventures
Certain contractual services are conducted with joint ventures
for commercial reasons.
In fiscal year 2009 the income statement data for the joint
ventures presented above includes other expenses including
general and administrative charges of $38.0 million (2008:
$47.4 million).
Joint ventures received in fiscal year 2009 $15.5 million (2008: $28.2 million) in respect of goods and services
provided.
As at November 30, 2009 the balance sheet data includes
amounts payable to joint ventures of $0.2 million (2008: $8.8
million) and current amounts receivable of $44.0 million (2008:
$22.8 million) (refer to Note 20 ‘Trade and other receivables’)
and non-current amounts receivable of $32.7 million (2008:
$16.6 million) (refer to Note 18 ‘Advances and receivables’).
An allowance for doubtful debts of $2.1m (2008: $nil) has
been offset against the trade receivable balance.
Guarantee arrangements with joint ventures
SapuraAcergy Assets Pte Ltd (‘SAPL’), previously known as
Nautical Vessels Pte Ltd., is a 50/50-owned joint venture between Nautical Essence Sdn. Bhd. (wholly owned by SapuraCrest Petroleum Berhad) and Acergy Bermuda Ltd. (wholly
owned by Acergy S.A.). In 2007 the respective parent companies issued a Charter Guarantee guaranteeing the charter
payments from the charterer of Sapura 3000, SapuraAcergySdn. Bhd, to the ship owner, SAPL. The limit of the guarantee is, at any time, the sum of the outstanding amounts under
a $240 million Facility Agreement of SAPL less $100 million.
Any call under the guarantee will not result in a lump sum
payment being made, but the guarantors, severally, will have
to service the debt by way of charter payments due from the
charterer to the ship owner until the termination date of the
loan, which is February 2, 2015.
SapuraAcergy Sdn. Bhd. (‘SASB’) is a 50/50-owned joint
venture between Nautical Essence Sdn. Bhd. (wholly owned
by SapuraCrest Petroleum Berhad) and Acergy Bermuda Ltd.
(wholly owned by Acergy S.A.). The company has entered
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into a $181.3 million multicurrency facility for the financing
of the Shell Gumusut-Kakap Project. Both Acergy S.A. and
SapuraCrest Petroleum Berhad have issued several guarantees for 50% of the financing. The facility consists of $41.3
million available for the issuance of bank guarantees, $60.0
million available for letters of credit, and two revolving credit
facilities for $60.0 million and $20.0 million respectively. As at
November 30, 2009 the amount available for bank guarantees
was fully utilised.

Significant Influence—More Than 50%
of Voting Power
2.164

AEGON N.V. (Dec 2009)
Author’s Note
This excerpt focuses on the effects of AEGON’s investment in associates on its statement of financial position. The effects of these investments on its statement
of comprehensive income, statement of changes in equity and statement of cash flows is shown in Sections
3, 4 and 5 respectively under IAS 28.
AEGON indicates elsewhere in the information provided in the document that includes the consolidated
financial statements that all associates are unlisted
entities.
CONSOLIDATED BALANCE SHEET OF AEGON N.V.
AS AT DECEMBER 31 (in part)
Amounts in EUR million
Assets
Intangible assets
Investments
Investments for account of
policyholders
Derivatives1
Investments in associates
Reinsurance assets
Defined benefit assets
Deferred tax assets
Deferred expenses and rebates
Other assets and receivables
Cash and cash equivalents
Total assets

Note

2009

2008

6
7

4,609
134,205

5,425
130,481

8
9
10
11
26
28
12
13
14

125,845
4,917
696
5,110
356
278
11,481
6,823
4,314
298,634

105,400
9,839
595
5,013
448
1,447
12,794
7,376
10,223
289,041
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decisions, but which do not meet the definition of a subsidiary
or joint venture, are accounted for using the equity method.
Interests held by venture capital entities, mutual funds and
investment funds that qualify as an associate are accounted
for as an investment held at fair value through profit or loss.
Interests held by the Group in venture capital entities, mutual
funds and investment funds that are managed on a fair value
basis, are also accounted for as investments held at fair value
through profit or loss.
Interests in associates are initially recognized at cost,
which includes positive goodwill arising on acquisition. Negative goodwill is recognized in the income statement on the
acquisition date. If associates are obtained in successive
share purchases, each significant transaction is accounted
for separately.
The carrying amount is subsequently adjusted to reflect
the change in the Group’s share in the net assets of the associate and is subject to impairment testing. The net assets
are determined based on the Group’s accounting policies. Any
gains and losses recorded in other comprehensive income by
the associate are reflected in other reserves in shareholders’
equity, while the share in the associate’s net income is recognized as a separate line item in the consolidated income
statement. The Group’s share in losses is recognized until the
investment in the associate’s equity and any other long-term
interest that are part of the net investment are reduced to nil,
unless guarantees exist.
Gains and losses on transactions between the Group and
the associate are eliminated to the extent of the Group’s interest in the entity, with the exception of losses that are evidence
of impairment which are recognized immediately. Own equity
instruments of AEGON N.V. that are held by the associate are
not eliminated.
On disposal of an interest in an associate, the difference
between the net proceeds and the carrying amount is recognized in the income statement and gains and losses previously recorded directly in the revaluation reserve are reversed
and recorded through the income statement.

NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS OF AEGON N.V. (in part)
Amounts in EUR million, unless otherwise stated

Note 2. Summary of Significant Accounting Policies
(in part)
2.11 Investments in associates
Entities over which the Group has significant influence
through power to participate in financial and operating policy
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Note 5. Segment Information (in part)
Summarized assets and liabilities per segment

2009
Assets
VOBA and future servicing rights
Investments general account
Investments for account of policyholders
Investments in associates
Deferred expenses
Other assets
Total assets

Americas

The
Netherlands

United
Kingdom

Other
Countries

Holding
and Other
Activities

Eliminations

Total

2,741
85,770
49,920
72
7,495
9,579
155,577

155
36,144
21,749
53
432
7,589
66,122

757
7,917
51,768
8
3,108
2,672
66,230

203
2,706
2,413
560
193
873
6,948

—
1,671
—
4
—
30,088
31,763

—
(3)
(5)
(1)
—
(27,997)
(28,006)

3,856
134,205
125,845
696
11,228
22,804
298,634

Note 13. Other Assets and Receivables (in part)

Note 10. Investments in Associates

At January 1
Additions
Share in net income
Share in changes in associate’s equity
(note 15.5)
Deferred gains on disposal
Impairment losses
Dividend
Net exchange difference
Other
At December 31

2009
595
112
23

2008
472
111
24

27
1
(6)
(53)
5
(8)
696

(7)
—
—
(4)
—
(1)
595

All associates are unlisted and are accounted for using the
equity method and are considered to be non-current. The investments in associates include interest in insurance companies that are required to maintain a minimum solvency margin
based on local directives. Such restrictions can affect the ability of these associates to transfer funds in the form of cash
dividends, or repayment of loans or advances, and therefore,
there can be no assurance that these restrictions will not become a limitation in the future. There are no unrecognized
shares of losses of associates.
Summarized financial information of associates

Assets
Liabilities
Revenue
Net income

2009
11,070
10,662
2,050
23

2008
10,176
9,832
1,788
24

The summarized financial information is based on the Group’s
relative holding and excludes any goodwill included in the
measurement of the investment in associates. Refer to note
53 for a listing of the principal investments in associates and
the Group’s percentage holding.

IFRS ATT 2.164

13.2 Receivables (in part)

Loans to associates

2009
38

2008
41

Note 53. Group Companies (in part)
Investments in associates
The principal investments in associates are listed by geographical segment.
The Netherlands
N.V. Levensverzekering-Maatschappij ‘De Hoop’, The Hague
(33.3%)
United Kingdom
Tenet Group Limited, Leeds (19.6%)
Other countries
CAM AEGON Holding Financiero, Alicante (Spain) (49.99%)
La Mondiale Participations S.A., Lille (France) (35%)
Seguros Argos, S.A. de C.V., Mexico City (Mexico) (49%)
Afore Argos, S.A. de C.V., Mexico City (Mexico) (49%)
AEGON Religare Life Insurance Company, Mumbai
(India) (26%)
Mongeral, S.A. Seguros e Previdencia, Rio de Janeiro
(Brazil) (50%)
AEGON owns a 57% limited partnership interest in Prisma
Capital Partners LP (‘Prisma LP’) which serves as an investment manager for certain of AEGON’s hedge fund investments as well as for other third parties, in exchange for management fees. The remaining 42% limited partnership interest
is owned by unrelated entities made up of various employees
and individuals. Prisma GP LLC is the general partner with a
1% interest and is responsible for day-to-day activities. A management board with seven voting members (three appointed
by AEGON, three appointed by Prisma GP LLC and one independent member appointed collectively by the other six voting
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members) must approve certain actions, including restructuring transactions, hiring senior management and the annual
operating budget. As a result, notwithstanding AEGON’s 57%
economic interest, the company can not exercise voting control since AEGON only appoints three out of the seven board
members, AEGON cannot remove the majority of the management board members and AEGON does not have other
arrangements, contractual or otherwise, that would give AEGON more than half of the voting power of Prisma LP.
Refer to note 10 for further details on investments in
associates.

IAS 31, INTERESTS IN JOINT
VENTURES
IFRSs Overview and Comparison
to U.S. GAAP
2.165

A joint venture, as defined in IAS 31, Interests in
Joint Ventures, is a contractual arrangement in which two or
more parties undertake an economic activity that is subject to
joint control. Joint control is the contractually agreed sharing
of control over an economic activity among the parties (investors). Joint control exists only when the strategic financing
and operating decisions related to the activity require unanimous consent of the parties sharing control.

2.166

IAS 31 identifies three broad forms of joint ventures: jointly controlled operations, jointly controlled assets,
and jointly controlled entities. A jointly controlled operation
involves the use of the investors’ assets and other resources
without the venturers forming a separate legal entity or financial structure. A jointly controlled asset involves joint control
or ownership of one or more assets acquired or contributed
to the joint venture and dedicated to its purpose. Investors
share in the output of the asset and obligate themselves to
an agreed upon share of the expenses. A jointly controlled
entity is a separate legal entity (for example, corporation or
partnership) in which the investors have an interest. Jointly
controlled entities operate in the same way as other entities,
except that a contractual arrangement gives the investors joint
control.

2.167

IAS 31 establishes the accounting for interests in a
joint venture, regardless of form, and the reporting of the
joint venture’s assets, liabilities, income, and expenses in
an investor’s financial statements. Investors in joint ventures
should account for these investments in accordance with IAS
31. However, IAS 31 makes an exception for venture capital
organizations and mutual funds, trusts, and similar entities
(including investment-linked insurance funds) whose interests in jointly controlled entities are, upon initial recognition,
designated as at fair value through profit or loss or are classified as held for trading and accounted for in accordance with
IAS 39. Such entities should measure these investments at
fair value in accordance with IAS 39, with changes in fair
value recognized in profit or loss in the period of the change.
Venturers with such interests should make certain disclosures
required by IAS 31. Investors in joint ventures that do not have
joint control should recognize their investment in accordance
with IAS 28 or IAS 39, as appropriate.
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Recognition and Measurement
IFRSs
2.168 IAS 31 requires an investor in jointly controlled op-

erations to recognize only the assets it controls, liabilities
and expenses it incurs, and its share of income it earns from
sales of goods or services generated by the operations. An investor in jointly controlled assets should recognize its share
of the jointly controlled assets classified by nature, liabilities
and expenses it incurs, its share of liabilities and expense incurred jointly, and the income from sale or use of its share of
the asset’s output. For both jointly controlled operations and
jointly controlled assets, an investor should recognize only
the assets it controls, the liabilities and expenses it incurs,
and its share of the income. No adjustments or intercompany
eliminations are required in respect of these items when the
venturer presents consolidated financial statements.
2.169

An investor in a jointly controlled entity, however,
should account for its investment using either the proportionate consolidation or equity method. When it loses joint
control, an investor should cease to use the selected method.
Author’s Note
See paragraphs 2.139–2.152 for a discussion of accounting for investments using the equity method, including a comparison with FASB ASC requirements.

2.170

When an investor applies the proportionate consolidation method, it should include its share of the assets
and liabilities of the jointly controlled entity in its balance
sheet and its share of income, expenses, and items of other
comprehensive income in its statement of comprehensive income. Investors should apply procedures similar to those for
full consolidation as described in IAS 27.

2.171 An investor who uses the proportionate consolidation

method to account for its interest in a jointly controlled entity should include its share of the assets, liabilities, income,
and expenses of the jointly controlled entity in its financial
statements using one of two alternative reporting formats:
• Combined on a line-by-line basis with its other assets,
liabilities, income and expenses, or
• Presented in separate line items.
2.172

IAS 31 states that investors should not offset assets
and liabilities or income and expenses unless a legal right of
offset exists and the net presentation represents the expected
realization of the asset or settlement of the liability.

2.173 When the investment in the joint venture is classified

as held for sale in accordance with IFRS 5, IAS 31 exempts
the investor from using the proportionate consolidation or the
equity method. IAS 27 exempts an entity from preparing consolidated financial statements if certain criteria are met. IAS
31 exempts an entity from using the proportionate consolidation method and equity method for its investment in joint
ventures if the investor is a parent that is exempt from consolidated financial statements, in accordance with IAS 27, or
the investor itself meets those same criteria.
2.174

When an investor ceases to have joint control, it
should account for its interest in a jointly controlled entity
in accordance with IAS 39. If the jointly controlled entity

IFRS ATT 2.174
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becomes a subsidiary, an investor should apply both the requirements of IAS 27 and IFRS 3. If the jointly controlled
entity becomes an associate, an investor should apply the requirements of IAS 28. At the point the investor in a jointly
controlled entity loses joint control, the investor should measure its investment at fair value and recognize the difference
between fair value and the joint venture’s carrying amount in
profit or loss.

808-10-45 explains that participants in such arrangements
should account for the costs incurred and revenue generated
from third parties (that is, an entity that is not one of the parties to the arrangement) in each entity’s respective income
statement and to not apply the equity method. FASB ASC
808-10-45 directs entities to FASB ASC 605-45 for additional guidance. FASB ASC 970-323 also provides guidance
on real estate projects and joint ventures.

U.S. GAAP

2.179 Unlike IAS 31, which contains criteria for exemption

2.175

The FASB ASC glossary defines a corporate joint
venture as a corporation owned and operated by a small group
of entities (venturers) as a separate and specific business or
project for the mutual benefit of the members of the group. A
government may also be a member of the group. Frequently,
the purpose of a corporate joint venture is to share risks and
rewards in developing a new market, product, or technology;
to combine complementary technological knowledge; or to
pool resources in developing production or other facilities. A
corporate joint venture also usually provides an arrangement
under which each joint venture may participate, directly or indirectly, in the overall management of the joint venture. Thus,
joint venturers have an interest or relationship other than as
passive investors. An entity that is a subsidiary of one of the
joint ventures is not itself a corporate joint venture. Although
ownership of a corporate joint venture seldom changes, and
its stock is usually not traded publicly, FASB ASC does not
preclude a corporation from being a corporate joint venture
when there is a minority public ownership. FASB ASC 32310-15-4 explains that when the guidance in FASB ASC 323 is
not applicable, including when the joint venture is a variable
interest entity, FASB ASC 323 requires an entity to apply
the equity method to account for investments in the common
stock of corporate joint ventures and other investees within
the scope of FASB ASC 323-10. In contrast, IAS 31 does not
exclude joint ventures in the form of variable interest entities
from its scope.

from its requirements (similar to the exemption in IAS 27
and IAS 28), FASB ASC does not provide any criteria that
could exempt an entity from using the equity method when
required.

Presentation
IFRSs
2.180 In accordance with IAS 1, an investor should present

investments accounted for under the equity method as a separate line item on the balance sheet and its share of profit
or loss from the investment separately on the statement of
comprehensive income. In IFRSs, there is no requirement to
distinguish between investments in associates and interests
in joint ventures.
U.S. GAAP
2.181 Investors should apply the same presentation require-

ments as for other equity method investments, as discussed
in FASB ASC 323-10-45.

Disclosure
IFRSs
2.182 An investor should disclose a listing and description

2.176

IAS 31 requires joint ventures to be contractual arrangements in which investors have joint control. As illustrated by the definition of corporate joint venture in the FASB
ASC glossary, does not require that the agreement among the
investors be contractual, but it does include the concept of
joint control. In contrast to a passive investment, the definition states investors usually have the ability to participate in
the venture’s decision-making activities.

of its interests in significant joint ventures, the proportion
of its interest in jointly controlled entities, and the method
used to account for its interests in jointly controlled entities.
If it uses the line-by-line format for proportionate consolidation, the investor should disclose separately the aggregate
amounts of current assets, long-term assets, current liabilities, long-term liabilities, income, and expenses related to
the proportionately consolidated interests.

2.177

2.183

FASB ASC 323-30 also requires the entity to use
of the equity method to account for partnerships, unincorporated joint ventures, and limited liability companies. However, FASB ASC 810-10-45-14 explains that unincorporated
entities in the construction or extractive industries may use
a proportionate consolidation method when its use is a longstanding practice.

2.178 The FASB ASC glossary does not define jointly con-

trolled operations or assets but does define a collaborative
arrangement as a contractual arrangement that involves a
joint operating activity involving two (or more) parties that
meet both of the following requirements: the parties are active
participants in the activity and are exposed to significant risks
and rewards dependent on the commercial success of the activity. FASB ASC 808-10-45 establishes the accounting for
such arrangements. Consistent with the requirements of IAS
31 for jointly controlled assets and operations, FASB ASC

IFRS ATT 2.175

An investor should also disclose information about
contingent liabilities and commitments related to its interests
in joint ventures separately from its other contingent liabilities and commitments. With respect to contingent liabilities,
an investor should disclose not only its contingent liabilities
but also those shared jointly with other investors, its share
of contingent liabilities of the venture for which it is contingently liable, and contingent liabilities that arise because it is
contingently liable for liabilities of other investors. Similar
disclosures are required for commitments.
U.S. GAAP

2.184

IFRSs require more disclosures than FASB ASC
about joint ventures, particularly disclosures about contingent liabilities and commitments. When the joint venture
is accounted for using the equity method, FASB ASC 323
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requires specific equity method disclosures. In particular,
FASB ASC 323-10-50-3 states that when the equity method
investments of a venturer are, in the aggregate, material in
relation to its financial position or results of operations, an
investor should disclose summarized information about the
joint venture’s assets, liabilities, and results of operations.

2.185

Telefónica S.A. (Dec 2009)
NOTES TO THE 2009 FINANCIAL STATEMENTS
(in part)
Note 3. Accounting Policies (in part)

TABLE 2-7: ACCOUNTING TREATMENT FOR JOINTLY
CONTROLLED ENTITIES(1)
Survey entities using proportionate consolidation ....
Survey entities using equity method .........................
Survey entities designating an investment “at fair
value through profit or loss” ...................................
Survey entities with a jointly controlled entity, but no
method disclosed...................................................
Survey entities with no jointly controlled entities
disclosed.................................................................
Total......................................................................
Survey entities included in more than one
category..................................................................
(1)

2009 2008
38
26
58
43
1

0

13

0

50
160

31
100

1

0

IAS 31, Joint Ventures, identifies three broad types of joint
ventures—jointly controlled operations, jointly controlled assets,
and jointly controlled entities. A jointly controlled entity is a joint
venture that involves the establishment of a corporation, partnership, or other entity in which each venturer has an interest. The
entity operates in the same way as other entities, except that a
contractual arrangement between the venturers establishes joint
control over the economic activity of the entity.

Presentation and Disclosure
Excerpts—Continuing Application
Jointly Controlled Entities—Proportionate
Consolidation
Author’s Note
In 2007, the IASB issued an exposure draft, ED 9,
Joint Arrangements, proposing, among other changes,
to eliminate the option to use proportionate consolidation for a jointly controlled entity (joint venture) and
establishing a mandatory use of the equity method. An
entity normally should account for a change to the equity method retrospectively in accordance with IAS 8,
Accounting Policies, Changes in Accounting Estimates
and Errors. However, the IASB has tentatively decided
that entities should transition to the equity method for
jointly controlled entities by aggregating the carrying
values of recognized assets and liabilities into a signal
line item and then testing the aggregate carrying value
for impairment. As of July 2010, the IASB expects to
issue a final standard in the third quarter of 2010.

q) Consolidation methods
The consolidation methods applied are as follows:
• Full consolidation method for companies over which the
Company controls either by exercising effective control
or by virtue of agreements with the other shareholders.
• Proportionate consolidation method for companies
which are jointly controlled with third parties (joint ventures). Similar items are grouped together such that
the corresponding proportion of these companies’ overall assets, liabilities, expenses and revenues, and cash
flows are integrated on a line by line basis into the consolidated financial statements.
• Equity method for companies in which there is significant influence, but not control or joint control with third
parties.
In certain circumstances, some of the Group’s investees may
require a qualified majority to adopt certain resolutions. This,
together with other factors, is taken into account when selecting the consolidation method.
All material accounts and transactions between the consolidated companies were eliminated on consolidation. The returns generated on transactions involving capitalizable goods
or services by subsidiaries with other Telefónica Group companies were eliminated on consolidation.
The financial statements of the consolidated companies
have the same financial year end as the parent company’s
individual financial statements and are prepared using the
same accounting policies. In the case of Group companies
whose accounting and valuation methods differed from those
of Telefónica, adjustments were made on consolidation in order to present the consolidated financial statements on a uniform basis.
The consolidated income statement and consolidated
statement of cash flows include the revenues and expenses
and cash flows of companies that are no longer in the Group
up to the date on which the related holding was sold or the
company was liquidated, and those of the new companies included in the Group from the date on which the holding was
acquired or the company was incorporated through year end.
Revenue and expenses associated with discontinued operations are presented in a separate line on the consolidated
income statement. Discontinued operations are those with
identifiable operations and cash flows (for both operating and
management purposes) and that represent a line of business
or geographic unit which has been disposed of or is available
for sale.
The share of non-controlling interests in the equity and results of the fully consolidated subsidiaries is presented under
“Non-controlling interests” on the consolidated statement of
financial position and income statement, respectively.
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Note 9. Associates and Joint Ventures (in part)

Note 10. Related Parties (in part)

Joint ventures

Associates and Joint Ventures

On December 27, 2002, Telefónica Móviles, S.A. and PT
Movéis Servicios de Telecomunicaçoes, S.G.P.S., S.A. (PT
Movéis) set up a 50/50 joint venture, Brasilcel, N.V., via the
contribution of 100% of the groups’ direct and indirect shares
in Brazilian cellular operators. This company is integrated in
the consolidated financial statements of the Telefónica Group
using proportionate consolidation.
The contributions of Brasilcel, N.V. to the Telefónica Group’s
2009, 2008 and 2007 consolidated statements of financial
position and income statements are as follows:

The most significant balances and transactions with associates and joint ventures and their contributions to the consolidated statement of financial position and income statement
are detailed in Note 9.

Millions of Euros
Current assets
Non-current assets
Current liabilities
Non-current liabilities
Operating revenue
Operating expenses

2009
1,170
5,617
1,170
1,505
2,743
2,046

2008
1,234
4,616
1,351
1,212
2,662
2,063

2007
1,193
4,358
1,328
644
2,152
1,778

Note 21. Other Information (in part)
8. Public Civil Procedure by the Sao Paulo Government
Against Telesp for Alleged Reiterated Malfunctioning in the
Services Provided by Telesp Compensation for Damages to
the Customers Affected (in part)
Commitments
Agreements With Portugal Telecom (Brazil)
In accordance with the agreements signed between the
Telefónica Group and the Portugal Telecom Group governing
their 50/50 joint venture, Brasilcel, N.V., which groups together
their cellular businesses in Brazil, the Portugal Telecom Group
is entitled to sell to Telefónica, S.A., which is obliged to buy, its
holding in Brasilcel, N.V. should there be a change in control
at Telefónica or at any of its subsidiaries that hold a direct or
indirect ownership interest in Brasilcel, N.V.
Similarly, Telefónica is entitled to sell to the Portugal Telecom Group, which is obliged to buy, its holding in Brasilcel,
N.V. if there is a change of control at Portugal Telecom, SGPS,
S.A., at PT Móveis, SGPS, S.A or at any of their subsidiaries
that hold a direct or indirect ownership interest in Brasilcel,
N.V.
The price in both cases will be determined on the basis of
an independent appraisal (under the terms provided for in the
definitive agreements) performed by investment banks, selected using the procedure established in these agreements.
The related payment could be made, at the choice of the group
exercising the put option, in cash or in shares of the wireless
telephony operators contributed by the related party, making
up the difference, if any, in cash.
Appendix V: Main Companies Comprising the Telefónica
Group (in part)
The table below lists the main companies comprising the
Telefónica Group at December 31, 2009 and the main investments consolidated using the equity method.
Included for each company are the company name, corporate purpose, country, functional currency, share capital (in
million of functional currency units), the Telefónica Group’s effective shareholding and the company or companies through
which the Group holds a stake.

Name and Corporate Purpose
Parent company:
Brasilcel, N.V.(∗)
Joint Venture and holding company for wireless
communications services

IFRS ATT 2.185

Country

Currency

Share
Capital

% Telefónica
Group

Holding
Company

Netherlands

BRL

—

50.00%

Telefónica, S.A.
(50.00%)
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Jointly Controlled Entities—Equity Method

Unnumbered Note: Accounting Policies (in part)

2.186

(ii) Basis of consolidation

BT Group plc (Mar 2009)

The group financial statements consolidate the financial statements of BT Group plc (‘the company’) and its subsidiaries,
and they incorporate its share of the results of joint ventures
and associates using the equity method of accounting.
• A subsidiary is an entity that is controlled by another entity, known as the parent. Control is the power to govern
the financial and operating policies of an entity so as to
obtain benefits from its activities.
• A joint venture is an entity that is jointly controlled by
two or more entities. Joint control is the contractually
agreed sharing of control over an economic activity, and
exists only when the strategic financial and operating
decisions relating to the activity require the unanimous
consent of the parties sharing control.
• An associate is an entity over which another entity has
significant influence and that is neither a subsidiary nor
an interest in a joint venture. Significant influence is the
power to participate in the financial and operating policy
decisions of an entity but is not control or joint control
over those policies.
• The results of subsidiaries acquired or disposed of during the year are consolidated from and up to the date of
change of control. Where necessary, adjustments are
made to the financial statements of subsidiaries, associates and joint ventures to bring the accounting policies
used in line with those used by the group. All intra-group
transactions, balances, income and expenses are eliminated on consolidation.
Investments in associates and joint ventures are initially
recognised at cost. Subsequent to acquisition, the carrying
value of the group’s investment in associates and joint ventures includes the group’s share of post acquisition reserves,
less any impairment in the value of individual assets. The income statement reflects the group’s share of the results of
operations after tax of the associate or joint venture.
The group’s principal operating subsidiaries and associates
are detailed on page 141.

Author’s Note
BT Group’s financial statements may not fully reflect
the requirements of IAS 1 revised because its fiscal
year end is March 31. It was not required to and did not
early adopt the revised standard.
GROUP BALANCE SHEET (in part)
At 31 March
Non current assets
Intangible assets
Property, plant and
equipment
Derivative financial
instruments
Investments
Retirement benefit asset
Associates and joint ventures
Trade and other receivables
Deferred tax assets

Notes

2009
£m

2008
£m

11

3,788

3,355

12

15,405

15,307

17
13
29
14
15
20

2,456
55
—
132
322
1,103
23,261

310
31
2,887
85
854
—
22,829

NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (in part)
Note 15. Associates and Joint Ventures
2009

Non current assets
Current assets
Current liabilities
Share of net assets
Revenue
Expenses
Taxation
Share of post tax results before specific items
Specific items—reassessment of carrying
value of associate (note 4)
Share of post tax results

2008

Associates
£m
41
168
(86)
123

Joint Ventures
£m
7
4
(2)
9

Total
£m
48
172
(88)
132

Associates
£m
28
129
(78)
79

Joint Ventures
£m
5
4
(3)
6

Total
£m
33
133
(81)
85

308
(262)
(7)
39

15
(15)
—
—

323
(277)
(7)
39

172
(173)
(4)
(5)

17
(23)
—
(6)

189
(196)
(4)
(11)

36
75

—
—

36
75

—
(5)

—
(6)

—
(11)
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At 1 April 2007
Share of post tax loss
Dividends received
Acquisitions
Disposals
Exchange differences and other
At 1 April 2008
Share of post tax profit
Dividends received
Exchange differences and other
At 31 March 2009

IFRS Accounting Trends & Techniques

Associates
£m
61
(5)
(1)
12
(1)
13
79
75
(6)
(25)
123

Joint
Ventures
£m
6
(6)
(1)
—
(1)
8
6
—
—
3
9

Total
£m
67
(11)
(2)
12
(2)
21
85
75
(6)
(22)
132

At 31 March 2009, the fair value of the group’s investments in
associates and joint ventures for which published price quotations are available was £153m (2008: £378m). Details of the
group’s principal associate at 31 March 2009 are set out on
page 141.

Jointly Controlled Assets
2.187

Rio Tinto plc (Dec 2009)
NOTES TO THE 2009 FINANCIAL STATEMENTS
(in part)
Note 1. Principal Accounting Policies (in part)
(b) Basis of consolidation
The financial statements consist of the consolidation of the
accounts of Rio Tinto plc and Rio Tinto Limited (together ‘the
Companies’) and their respective subsidiaries (together
‘the Group’).
All intragroup balances, transactions, income and expenses
and profits or losses, including unrealised profits arising from
intragroup transactions, have been eliminated on consolidation. Unrealised losses are eliminated in the same way as
unrealised gains except that they are only eliminated to the
extent that there is no evidence of impairment.
Subsidiaries: Subsidiaries are entities over which the Companies have the power to govern the financial and operating
policies in order to obtain benefits from their activities. Control is presumed to exist where the Companies own more than
one half of the voting rights (which does not always equate
to percentage ownership) unless it can be demonstrated that
ownership does not constitute control. Control does not exist
where other parties hold veto rights over significant operating
and financial decisions. In assessing control, potential voting
rights that are currently exercisable or convertible are taken
into account. The consolidated financial statements include
all the assets, liabilities, revenues, expenses and cash flows
of the Companies and their subsidiaries after eliminating intragroup transactions as noted above.
For partly owned subsidiaries, the allocation of net assets
and net earnings to outside shareholders is shown in the line
‘Amounts attributable to outside equity shareholders’ on the

IFRS ATT 2.187
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face of the Group statement of financial position and Group
income statement.
Associates: An associate is an entity, that is neither a subsidiary nor a joint venture, over whose operating and financial policies the Group exercises significant influence. Significant influence is presumed to exist where the Group has
between 20 per cent and 50 per cent of the voting rights, but
can also arise where the Group holds less than 20 per cent
if it has the power to be actively involved and influential in
policy decisions affecting the entity. The Group’s share of the
net assets, post tax results and reserves of associates are included in the financial statements using the equity accounting
method. This involves recording the investment initially at cost
to the Group, which therefore includes any goodwill on acquisition, and then, in subsequent periods, adjusting the carrying
amount of the investment to reflect the Group’s share of the
associate’s results less any impairment of goodwill and any
other changes to the associate’s net assets such as dividends.
Unrealised gains on transactions between the Group and its
associates are eliminated to the extent of the Group’s interest
in the associates.
Joint ventures: A joint venture is a contractual arrangement
whereby two or more parties undertake an economic activity
that is subject to joint control. Joint control is the contractually agreed sharing of control such that significant operating
and financial decisions require the unanimous consent of the
parties sharing control. In some situations, joint control exists
even though the Group has an ownership interest of more than
50 per cent because of the veto rights held by joint venture
partners. The Group has two types of joint ventures:
Jointly controlled entities (‘JCEs’): A JCE is a joint venture
that involves the establishment of a corporation, partnership
or other entity in which each venturer has a long term interest.
JCEs are accounted for using the equity accounting method.
In addition, for both associates and jointly controlled entities,
the carrying value will include any long term debt interests
that in substance form part of the Group’s net investment.
Jointly controlled assets (‘JCAs’): A JCA is a joint venture
in which the venturers have joint control over the assets contributed to or acquired for the purposes of the joint venture.
JCAs do not involve the establishment of a corporation, partnership or other entity. This includes situations where the participants derive benefit from the joint activity through a share of
the production, rather than by receiving a share of the results
of trading. The Group’s proportionate interest in the assets,
liabilities, revenues, expenses and cash flows of JCAs are
incorporated into the Group’s financial statements under the
appropriate headings.
The Group uses the term ‘Equity accounted units’ to refer
to associates and jointly controlled entities collectively.
Where necessary, adjustments are made to the results of
subsidiaries, joint ventures and associates to bring their accounting policies into line with those used by the Group.
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Note 35. Contingent Liabilities and Commitments
(in part)
Contingent Liabilities (Excluding Those
Relating to Joint Ventures and Associates)
Indemnities and other performance
guarantees
Contingent Liabilities Relating to Joint
Ventures and Associates(a,b)
Share of contingent liabilities of joint
ventures and associates
Incurred in relation to interests in joint
ventures
Incurred in relation to other venturers’
contingent liabilities
(a)

(b)

2009
US$m

2008
US$m

316

329

—

5

233

187

73

67

Amounts disclosed include those arising as a result of the Group’s
investments in both jointly controlled assets and jointly controlled
entities.
There are a number of legal claims currently outstanding against
the Group. No material loss to the Group is expected to result
from these claims.

• The Group comprises a large number of operations, and
it is not practical to include all of them in this list. The
list therefore only includes those proportionally consolidated units that have a more significant impact on the
profit or operating assets of the Group.
• The Group’s proportionally consolidated units are held
by intermediate holding companies and not directly by
Rio Tinto plc or Rio Tinto Limited.
(a) The Group owns a 40 per cent interest in Bengalla
through its 75.71 per cent investment in Coal and
Allied, giving a beneficial interest to the Group of
30.3 per cent.
(b) The Group has a direct interest of 57.2 per cent in
Blair Athol Coal, and an additional 14 per cent interest through its investment in Leichhardt Coal Pty
Limited, which is disclosed as a jointly controlled entity in note 38.
(c) The Group owns an 80 per cent interest in Mount
Thorley through its 75.71 per cent investment in Coal
and Allied, giving a beneficial interest to the Group
of 60.6 per cent.

Note 40. Principal Jointly Controlled Assets and Other
Proportionally Consolidated Units

Jointly Controlled Operations

At 31 December 2009

2.188
Name and Country of Operation
Australia
Tomago Aluminium Joint Venture
Bengalla(a)
Blair Athol Coal(b)
Hail Creek
Kestrel
Mount Thorley(c)
Warkworth
Northparkes Mine
Gladstone Power Station
Robe River Iron Associates
Hope Downs Joint Venture
HIsmelt®
Brazil
Consórcio de Alumı́nio Maranh˘ao
Canada
Alouette
Diavik

Indonesia
Grasberg expansion

Principal
Activities
Aluminium
smelting
Coal mining
Coal mining
Coal mining
Coal mining
Coal mining
Coal mining
Copper/gold
mining and
processing
Power generation
Iron ore mining
Iron ore mining
Iron technology

Group
Interest
(%)
51.6
30.3
71.2
82
80
60.6
42.1
80
42.1
53
50
60

Alumina
production

10

Aluminium
production
Mining and
processing of
diamonds

40

Copper and gold
mining

40

60

A/S D Ampskibsselskabet TORM (Dec 2009)
NOTES TO CONSOLIDATED FINANCIAL
STATEMENTS FOR THE YEARS ENDED
DECEMBER 31, 2008 AND 2009 (in part)
Note 1. Key Accounting Policies (in part)
The Management considers the following to be the most important accounting policies for the TORM Group.
Participation in pools
TORM generates its revenue from shipping activities, which
to a large extent are conducted through pools. Total pool revenue is generated from each vessel participating in the pools
in which the Group participates and is based on either voyage or time charter parties. The pool measures net revenues
based on the contractual rates and the duration of each voyage, and net revenue is recognized upon delivery of service
in accordance with the terms and conditions of the charter
parties.
The pools are regarded as jointly controlled operations, and
the Company’s share of the income statement and balance
sheet in the respective pools is accounted for by recognizing
a proportional share, based on participation in the pool, combining items of uniform nature. The Company’s share of the
revenues in the pools is primarily dependent on the number of
days the Company’s vessels have been available for the pools
in relation to the total available pool earning days during the
period.
TORM acts as pool manager for three pools in which the
Company is participating with a significant number of vessels. As pool manager TORM receives a chartering commission income to cover the expenses associated with this role.
The chartering commission income is calculated as a fixed
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percentage of the freight income from each charter agreement. If the pool does not earn any freight income, TORM will
not receive any commission income. The commission income
is recognized in the income statement under “Other operating
income” simultaneously with the recognition of the underlying
freight income in the pool.

Note 29. Entities in the Group (in part)
Furthermore, TORM is participating in a number of joint ventures, primarily the MR Pool, the LR1 Pool and the LR2
Pool, which are not legal entities. The investments in these
joint ventures are included as investments in jointly controlled
operations.

or values available and alternative estimates of fair value are
clearly unreliable. In this case, an entity should only measure
biological assets at cost less accumulated depreciation and
impairment losses.
2.193 An entity should recognize gains or losses on initial

recognition of biological assets or agricultural produce and
changes in fair value of biological assets less cost to sell in
profit or loss.
2.194 IAS 41 requires an entity to recognize unconditional

government grants related to biological assets that are measured at fair value less cost to sell in profit or loss when the
grant becomes receivable. When a government grant is conditional, an entity should recognize the grant only when these
conditions are met.
U.S. GAAP

IAS 41
IFRSs Overview and Comparison
to U.S. GAAP
2.189

IAS 41 establishes the accounting for biological assets, agricultural produce at the point of harvest, and certain government grants that relate to agricultural activity.
Examples of biological assets include farm animals, trees,
grapevines, and other plants. After the point of harvest, IAS
2 or another applicable IFRS is applied. Accordingly, IAS 41
does not apply to the processing of agricultural produce after
harvest or to land (found in IAS 16 or IAS 40) or intangible
assets (found in IAS 38) related to agricultural activity.

2.195 FASB ASC 905, Agriculture, contains industry spe-

cific guidance applicable to accounting by agricultural producers and agricultural cooperatives, rather than to accounting for biological assets by all entities. However, FASB ASC
905-10-15-4 excludes the following producers from the scope
of this guidance:
• Growers of timber, pineapple, and sugarcane in tropical
regions,
• Raisers of animals for competitive sports, and
• Merchants or noncooperative processors of agricultural products that purchase commodities from growers, contract harvesters, or others serving agricultural
producers.
2.196

Recognition and Measurement

However, unlike IFRSs, FASB ASC 905 does not
require an entity within the scope of this guidance to account
for all types of biological assets in the same way.

IFRSs

2.197 FASB ASC 905-330-25 explains that an entity should

2.190 IAS 41 states that an entity should recognize biolog-

ical assets (living animal or plant) or agricultural produce
(harvested product of the biological asset) on the balance
sheet only when the following criteria are met:
• The entity controls the biological asset or agricultural
produce as a result of past events.
• It is probable that future economic benefits from the
asset will flow to the entity.
• The fair value (or cost) of the asset can be measured
reliably.
2.191 On initial recognition and at the end of each reporting

period, an entity should measure both biological assets and
agricultural produce at the point of harvest at fair value less
cost to sell. When there is an active market for the agricultural
produce or biological asset in its present condition and location, IAS 41 states that the quoted market price in that market
is the only appropriate basis for determining fair value. When
market-determined prices or values are not available for the
asset in its present condition, the entity should use the present
value of expected future cash flows discounted at a marketdetermined rate. In making this calculation, an entity should
include the net cash flows that market participants would expect the asset to generate in its most relevant market.
2.192

At initial recognition of a biological asset, an entity
can only rebut the presumption that fair value can be measured reliably when there are no market-determined prices

IFRS ATT 2.189

account for growing crops (for example, a field, row, tree,
bush, or vine crop before harvest) as inventory. For growing
crops accounted for as inventory, an entity should capitalize
all direct and indirect costs until the time of harvest. An entity
should defer and allocate some costs incurred before planting
(such as soil preparation) to the cost of the growing crop.
Further, an entity should estimate, accrue, and allocate other
costs (such as clearing residue of harvest) to the harvested
crop (agricultural produce). FASB ASC 905-330-30-1 states
that in exceptional cases, it may be impracticable for an entity
to determine an appropriate cost basis for these inventories.
FASB ASC 905-330 permits an entity to use realizable value,
calculated on the basis of quoted market prices, less estimated
costs of disposal for these inventories only when all of the
following criteria are met:
• The products have immediate marketability at quoted
market prices that cannot be influenced by the producer.
• The products have characteristics of unit interchangeability.
• The products have relatively insignificant costs of
disposal.
Subsequently, in accordance with FASB ASC 905-330-35-1,
an entity should measure inventories of growing crops at the
lower of cost or market. FASB ASC 905-330-25 explains that
an entity is permitted to classify animals with short productive lives (for example, poultry) as inventory and would then
measure these animals at the lower of cost or market, as well.
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2.198 Unlike IFRSs and in contrast to FASB ASC 905-330

2.203 IAS 41 also requires an entity to disclose the methods

for growing crops, FASB ASC 905-360-25 explains that an
entity should recognize trees, vines, orchards, groves, and
vineyards as fixed assets (PPE). An entity should capitalize
limited-life land development costs and direct and indirect development costs of orchards, groves, vineyards, and
intermediate-life plants during the development period. Except for animals with short productive lives classified as inventory, an entity should recognize breeding animals, livestock, and production animals as fixed assets. FASB ASC
905-360-35-2 states that when breeding and production animals reach maturity and are transferred to a productive
function, an entity should depreciate the accumulated development costs, less any estimated salvage value, over the
animals’ estimated productive lives. Unlike IFRSs, FASB
ASC 905-360-35 also contains additional guidance on other
costs to be included as production costs with respect to the
end product from these animals.

and significant assumptions applied in determining fair value
less cost to sell for each group of agricultural produce and
biological asset during the period.

2.199

Unlike IFRSs, paragraphs 1–2 of FASB ASC 905360-30 explain that for animals raised for sale, an entity
should capitalize all direct and indirect development costs
of developing animals and measure them at the lower of cost
or market until available for sale. Animals available and held
for sale should be measured at the lower of cost or market or
sales price, less estimated costs of disposal, when there are reliable, readily determinable, and realizable market prices for
the animals; the costs of disposal are relatively insignificant
and predictable; and the animals are available for immediate
delivery.

2.204 An entity should also disclose the following general

information: title restrictions, commitments, and financial
risk strategies. Additional disclosures are required for government grants and when the fair value less cost to sell of
biological assets cannot be measured reliably.
U.S. GAAP
2.205

FASB ASC does not include special disclosure requirements for biological assets or agricultural produce at
the point of harvest. Depending upon the asset category in
which the asset appears on the balance sheet (for example,
inventory), other U.S. GAAP disclosure requirements apply.
However, FASB ASC 905-330-50-1 does state that agricultural cooperatives should disclose the amounts assigned to
members’ products.

Disclosure
IFRSs
2.200

Entities should disclose a description of each group
of biological assets and any aggregate gain or loss from initial recognition or change in fair value, less cost to sell, of
biological assets and agricultural produce.

2.201

When not disclosed elsewhere in information published with the financial statements (that is, the information
may be outside the audited financial statements), an entity
should disclose the following:
• Nature of activities for each group of biological assets,
and
• Nonfinancial measures or estimates of the physical
quantities of each group of biological assets at the end of
the period and the output of agricultural product during
the period

2.202

IAS 41 states that entities should disclose a reconciliation of the beginning and ending balance in biological
assets, including the following changes, if applicable:
• Changes in fair value during the period
• Increases from purchases
• Decreases from sales and classification to held for sale,
whether alone or as part of a disposal group
• Decreases due to harvest
• Increases from business combinations
• Foreign exchange differences
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Presentation and Disclosure
Excerpts—Continuing Application
Current Assets—Livestock
2.206

Silver Fern Farms Limited (Aug 2009)
Author’s Note
Silver Fern Farms’ financial statements may not fully
reflect the requirements of IAS 1 revised because its
fiscal year end is August 31. It was not required to and
did not early adopt the revised standard.
BALANCE SHEET (in part)
As at 31 August 2009
Parent

Consolidated

NZD in Thousands ($000)
Assets—Current Assets
Cash and cash equivalents
Derivative financial instruments
Trade and other receivables
Share of company superannuation scheme
Inventories
Livestock
Tax receivable
Available for sale financial assets
Assets held for sale
Total Current Assets

Notes

2009

2008

2009

2008

23
25
14

593
20,577
111,863
—
104,284
26,416
—
7,200
191
271,124

2,531
10,786
171,058
7,222
138,575
3,149
164
—
12,175
345,660

1,554
20,577
105,439
—
150,398
26,416
218
7,200
191
311,993

3,845
10,786
158,407
7,222
190,977
3,149
360
—
12,175
386,921

NOTES TO THE FINANCIAL STATEMENTS (in part)

Note 13. Livestock

12
13
9
15
16

For the year ended 31 August 2009

Note 2. Summary of Significant Accounting Policies
(in part)
Livestock (biological assets)
Livestock consists of sheep and cattle. The group purchases
sheep and cattle for the following purposes:
Lambplan/Beefplan—Lambs and cattle are purchased
from breeders and are placed with finishers until they reach
optimal weights. Finishers are paid on a liveweight gain basis
as livestock is delivered within specification for processing.
Other—Additional sheep and cattle are farmed on land
owned or leased by Silver Fern Farms adjacent to processing
facilities.
Livestock is valued at fair value which is the prevailing market price less any point of sale costs, and resulting gains or
losses are recognised in profit and loss. Point of sale costs
include any necessary costs to dispose of livestock, excluding
costs incurred to get the livestock to market.

IFRS ATT 2.206

Parent and Consolidated
NZD in Thousands ($000)
Opening balance
Net movements in livestock
Changes in livestock fair value less
estimated selling cost
Closing balance

2009
3,149
23,392

2008
3,758
(609)

(125)
26,416

—
3,149

Livestock consists of sheep and cattle.
The Group purchases sheep and cattle through Lambplan
and Beefplan as part of its normal operations and also carries
livestock on its own works’ farms. Sheep and cattle are valued at fair value which is the market price for procurement.
Lambplan and Beefplan are described in the accounting policy for livestock note 2(j). At the end of the year 145,246 (2008:
12,305) head of livestock were held.
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Note 17. Trade and Other Payables
Parent
NZD in Thousands ($000)
Trade payables
Other payables
Subsidiaries
Total trade and other payables

Consolidated

2009
46,498
21,060
8,716
76,274

2008
42,228
42,555
8,581
93,364

2009
48,587
23,224
—
71,811

2008
47,386
45,169
—
92,555

Trade payables are non-interest bearing and are normally settled on 30 day terms. Livestock purchases are paid in 6–11
days, except for 10% of the purchase price under the rebate system which is paid 120 days after purchase. Other
payables are non-interest bearing and have an average term
of 3 months. Interest payable is normally settled quarterly
throughout the financial year.

Note 20. Provisions (in part)
Accident
Future Costs
6,225
343
(1,343)
—
5,225

Livestock
Procurement
Provision
1,175
750
(1,175)
—
750

Employee
Entitlements
21,295
2,050
(2,700)
(797)
19,848

Restructuring
11,345
600
(11,334)
—
611

Total
40,040
1,693
(14,502)
(797)
26,434

Current 2009
Non-current 2009
Total provisions

—
5,225
5,225

750
—
750

13,733
6,115
19,848

611
—
611

15,094
11,340
26,434

Current 2008
Non-current 2008
Total provisions

—
6,225
6,225

1,175
—
1,175

16,588
4,707
21,295

11,345
—
11,345

29,108
10,932
40,040

Consolidated
NZD in Thousands ($000)
At 1 September 2008
Arising during the year
Utilised
Excess provision released
At 31 August 2009

c. Other provisions
The livestock procurement provision relates to incentive payments made in addition to schedule payments for certain
classes of livestock. Payments are made on a six monthly
basis and annual basis. The restructuring provision was established for restructuring costs relating to the reconfiguration
of plants embarked upon under Project Rightsize. The residual in the restructuring provision will be utilised during the
2009/2010 financial year.
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Current Assets—Biological Assets Held
for Sale, No Reliable Fair Value
2.207

Tourism Holdings Limited (Jun 2009)
Author’s Note
Tourism Holdings’ financial statements may not fully
reflect the requirements of IAS 1 revised because its
fiscal year end is June 30. It was not required to and
did not early adopt the revised standard.
Biological assets are included in the balance sheet line item
“Assets Held for Sale.” During 2009, Tourism Holdings disposed of all of its biological assets.

BALANCE SHEET (in part)
As at 30 June 2009
Group
Notes
Assets
Cash and cash equivalents
Trade and other receivables
Inventories
Assets held for sale
Derivative financial instruments
Taxation receivable
Interest bearing loan
Total current assets

NOTES TO THE FINANCIAL STATEMENTS (in part)
For the year ended 30 June 2009.

Note 1. Statement of Accounting Policies (in part)
Biological assets
Biological assets are stated at fair value less estimated pointof-sale costs, with any resultant gain or loss recognised in
the income statement where the fair value can be reliably
measured. Point-of-sale costs include all costs that would be
necessary to get the assets to market.

21
17
18
19
12

Parent

2009
$000s

2008
$000s

2009
$000s

2008
$000s

6,055
19,534
23,751
1,359
—
3,510
2,000
56,209

14,988
25,727
20,714
24,401
292
1,898
2,000
90,020

871
10,795
15,016
1,359
—
2,182
2,000
32,223

1,575
18,509
16,535
24,401
292
2,662
2,000
65,974

Penguins are valued at fair value based on the present value
of the market price. Fish and other sealife can not be reliably
measured at fair value as there is no standard market price
for many species of the sealife, and for others price can vary
significantly dependent on the requirements of the end user
and are therefore recorded at cost.
Fair value estimation
The fair value of financial instruments traded in active markets
is based on quoted market prices at the balance sheet date.
The quoted market price used for financial assets held by the
Group is the current bid price. The quoted market price used
for biological assets held by the Group is at the current market
price less estimated sale costs.

Note 16. Biological Assets
Group

Opening Net Book Amount
Gain arising from changes in fair value less estimated
point-of-sale costs attributable to physical changes
Transferred from/(to) Assets held for resale
Decreases due to sales
Closing Net Book Amount

IFRS ATT 2.207

Parent

2009
$000s
—

2008
$000s
2,862

2009
$000s
—

2008
$000s
2,862

—
—
—
—

371
(2,765)
(468)
—

—
—
—
—

371
(2,765)
(468)
—
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Accounting standard NZ IAS 41 requires Tourism Holdings
Limited’s biological assets in the form of penguins, fish and
sealife to be separately disclosed. Penguins are valued at
fair value less estimated point-of-sale costs. Periodic future
changes resulting from breeding, price and other factors will
be recognised in the income statement. Other fish and sealife
can not be measured reliably at fair value and have therefore
been included at cost in accordance with NZ IAS 41.
As a result of the sale of Kelly Tarlton’s Antarctic Encounter
and Underwater World, Tourism Holdings Limited no longer
holds any biological assets.

Note 19. Assets Held for Sale
Group

Coaches
Biological assets
Vessels
Land and buildings
Other plant and equipment
Investments
Inventories
Intangibles

Parent

2009
$000s
—
—
—
1,359
—
—
—
—
1,359

2008
$000s
3,172
2,765
5,960
2,791
6,338
49
455
2,871
24,401

2009
$000s
—
—
—
1,359
—
—
—
—
1,359

2008
$000s
3,172
2,765
5,960
2,791
6,338
49
455
2,871
24,401

15
18
19
20
21
22
23
6
17

284,457
32,813,634
31,764,270
403,506,077
15,801,327
11,923,602
16,888,820
—
6,606,401
1,398,413
520,987,001

295,382
42,341,048
110,078,900
494,939,627
16,503,042
17,285,991
21,053,453
9,566,257
2,490,089
2,721,219
717,275,008

273,475
43,284,760
103,475,569
491,121,558
15,291,308
16,030,387
23,999,110
—
1,437,156
1,220,495
696,133,818

Assets held for sale are reclassified from non-current assets when their carrying amount will be recovered principally
through a sale transaction rather than continuing use. These
assets are often still in use, but are available for sale, and a
sale within one year must be highly probable. The land and
buildings available for sale relates to property surplus to requirements for the operation of the business and available for
sale at 30 June 2009.

Non-current Assets—Grape Vines
2.208

Companie Cerveserias Unidas S.A. (Dec 2009)
CONSOLIDATED BALANCE SHEET (in part)
Non-Current Assets
Accounts receivable from related companies
Investments in joint venture
Intangible assets (net)
Property, plant and equipment (net)
Investment property
Biological assets
Deferred income tax
Derivate hedge assets
Prepaid expenses
Other non-current assets
Total non-current assets
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NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (in part)
Note 2. Summary of Significant Accounting Policies
(in part)
2.13 Biological assets
Biological assets held by Viña San Pedro Tarapacá (VSPT
or the Company) and its subsidiaries consist in vines under
formation and under production. The harvested grapes are
used for the later production of wines.
Vines under production are valued at the historic cost, less
depreciation and any impairment loss. Agricultural production
(grapes) resulting from the vines under production is valued
at its cost value when harvested.
The costs associated with agricultural exploitation are deferred until harvesting date, when they are changed to the
inventories under processing cost.
Depreciation of under production vines is recorded on
a straight-line basis, and it is based on the 25-year estimated production useful life, which is periodically assessed.
Vines under formation are not depreciated until they start
production.
The costs incurred in the acquisition and plantation of new
vines are capitalized.
The Company uses the amortized historical cost alternative
to value its biological assets, for which management considers
approximate to fair value.

Note 3. Estimates and Application of Professional
Judgment (in part)
Financial statement preparation requires estimates and assumptions from Management affecting the amounts included
in the consolidated financial statements and their related
notes. The estimates made and the assumptions used by the
Company are based on the historical experience, the changes
in the industry and the information supplied by external qualified sources. Nevertheless, final results could differ from the
estimates under certain conditions, and in some cases vary
significantly.
Significant estimates and accounting policies are defined
as those that are important to correctly reflect the Company’s
financial position and income, and/or those that require a high
judgment level by Management.
The main estimates and professional judgments are related
to the following concepts:
• Useful life of property, plant and equipment (Note 2.10
and Note 20), biological assets (Note 2.13 and Note
22) and intangibles (software programs) (Note 2.14 and
Note 19).
Such estimates are made according to the best information
available on the analyzed facts.

Note 22. Biological Assets
The Company, through its subsidiaries Viña San Pedro Tarapacá S.A., has biological assets corresponding to vines that
produce grapes. The vines are segmented into those under
formation and those under production, and they are grown
both in leased and owned land.
The grapes harvested from these vines are used in the manufacturing of wine under the Companyś own brands, which is
marketed both in the domestic market and abroad.

IFRS ATT 2.208
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As of December 31, 2008 and 2009, the Company maintained approximately 3,505 and 3,468 hectares respectively
of vine cultures, corresponding 100% of them to productive
vines. From the total hectares befote mentioned, approximately 90% correspond to owned lands, while the remaining
10% correspond to leased lands.
The vines under formation are recorded at historic cost,
and only start being depreciated when they are transferred to
the production phase, which occurs three years after plantation, when they start producing grapes commercially (in volumes that justify their production-oriented handling and later
harvest).
As of December 31, 2008 and 2009, the vine cultures under
production resulted in a harvest an approximate total of 39.4
million kilos and 47.4 million kilos of grapes, respectively.
As part of the risk administration activities, the subsidiaries
use insurance agreements for the damage caused by nature
or other to their biological assets. In addition, either productive
or under formation vines are not affected by title restrictions
of any kind, nor have they been pledged as a guarantee for
financial liabilities.
Under production vines depreciation is carried out on a linear basis and it is based on the 25-year estimated production
useful life, which is periodically assessed. Vines under formation are not depreciated until they start production. The costs
incurred for acquiring and planting new vines are capitalized.
The Company uses the amortized historical cost alternative
to value its biological assets, for which management considers
approximate to fair value.
There is no evidence of impairment on the biological assets
held by the Company.
The movement of biological assets during the years ended
December 31, 2008 and 2009, is as follows:

Biological Assets
As of January 1, 2008
Historic Cost
Accumulated depreciation
Book Value
As of December 31, 2008
Additions historic cost from business combinations
Addition accumulated depreciation from business
combinations
Depreciation
Conversion effect
Book Value
As of December 31, 2008
Historic Cost
Accumulated depreciation
Book Value
As of Decemeber 31, 2009
Depreciation
Conversion effect
Book Value
As of December 31, 2009
Historic Cost
Accumulated depreciation
Book Value

Under Production
Vines
ThCh$
16,913,205
(4,989,603)
11,923,602
7,555,040
(1,575,761)
(814,673)
197,783
17,285,991
24,666,029
(7,380,038)
17,285,991
(896,916)
(358,688)
16,030,387
24,307,340
(8,276,953)
16,030,387
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Non-Current Assets—Forestry Assets

dependent upon inputs such as rotation age and net selling
prices.

2.209

Note 13. Forestry Assets

Mondi Limited (Dec 2009)

€ million
COMBINED AND CONSOLIDATED STATEMENT
OF FINANCIAL POSITION (in part)
As at 31 December 2009

€ million
Intangible assets
Property, plant and equipment
Forestry assets
Investments in associates
Financial asset investments
Deferred tax assets
Retirement benefits surplus
Total non-current assets

Notes
11
12
13
14
16
24
25

2009
308
3,847
251
6
27
29
8
4,476

2008
323
3,611
214
5
19
36
—
4,208

NOTES TO THE COMBINED AND CONSOLIDATED
FINANCIAL STATEMENTS (in part)

At 1 January
Capitalised expenditure
Fair value gains(1)
Felling costs
Acquisition of assets
Disposal of assets
Reclassifications (see note 32)
Currency movements
At 31 December

Forestry assets comprise forests with the maturity profile disclosed in the table below:

€ million

Owned forestry assets

Mature
Immature
Total forestry assets

Fair value of owned forestry assets
For the year ended 31 December 2009 the Group recorded
a fair value adjustment of €28 million (2008: €46 million).
Forestry assets at 31 December 2009 totalled €251 million
(2008: €214 million).
The Group determines the fair value based on the present
value of expected net cash flows arising from its owned
forestry assets discounted at a current market determined
pre tax rate. Management exercises judgement in the determination of the appropriate discount rate to apply and in the
estimation of future net cash flows. Future net cash flows are

2008
224
37
46
(43)
6
(1)
—
(55)
214

Note:
(1) Forestry assets are revalued to fair value less estimated costs to
sell each reporting year in accordance with the accounting policy
set out in note 1. The fair value is calculated on the basis of future
expected cash flows discounted using a discount rate relevant
in the local country, based on a pre tax real yield on long-term
bonds over the last five years.

Note 1. Accounting Policies (in part)
Owned forestry assets are measured at fair value. The fair
value is calculated by applying the expected selling price, less
costs to harvest and deliver, to the estimated volume of timber on hand at each reporting date. The estimated volume
of timber on hand is calculated by applying the mean annual
increment for each age class, by species, to the area under afforestation. The product of these is then adjusted to present
value by applying a current market determined pre tax discount rate. Mature forestry assets are those plantations that
are harvestable, while immature forestry assets have not yet
reached that stage of growth. Plantations are considered harvestable after a specific age depending on the species planted
and regional considerations.
Changes in fair value are recognised in the combined and
consolidated income statement within `other net operating expenses.’ At point of felling, the carrying value of forestry assets
is transferred to inventory.
Directly attributable costs incurred during the year of biological growth and purchases of standing timber are capitalised
and presented within cash flows from investing activities in
the combined and consolidated statement of cash flows.

2009
214
37
28
(50)
3
—
(30)
49
251

2009
118
133
251

2008
92
122
214

IAS 17, LEASES
Author’s Note
In August 2010, the IASB and FASB published an exposure draft on accounting for leases as part of their
convergence agenda. These proposals are discussed
briefly in the preface.
Author’s Note
In IFRSs, the term finance lease has the same meaning
as capital lease in FASB ASC. Both terms identify
a lease that transfers substantially all significant risks
and rewards of ownership of an asset to the lessee. The
term finance lease is used in the paragraphs that follow
when discussing accounting under IFRSs, and the term
capital lease is used when discussing accounting under
U.S. GAAP. Similarly, the term finance cost or expense
is interchangeable with interest cost or expense. IFRSs
use both terms.
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IFRSs Overview and Comparison
to U.S. GAAP
2.210 A lease, as defined in IAS 17, Leases, is an agreement

whereby the lessor conveys to the lessee the right to use an
asset for an agreed period of time in return for a payment
or series of payments. IAS 17 identifies two types of leases:
finance and operating. A finance lease transfers substantially
all significant risks and rewards incidental to ownership of
the asset to the lessee, although the lessor may or may not
eventually transfer title to the lessee. All other leases are
considered operating leases.
2.211 IAS 17 establishes the accounting and disclosure re-

quirements for leases for both the lessor and lessee. These
recognition and disclosure requirements apply to all leases,
except those to explore for and use nonregenerative resources
(for example, minerals, oil, and gas) and licensing arrangements for films, video recordings, plays, manuscripts, copyrights, and patents. IAS 17 measurement requirements also
apply to all lessees and lessors, except the following:
• Lessees who hold property classified as investment
property or lessors who provide investment property
under operating leases should account for the investment property in accordance with IAS 40.
• Lessees who hold biological assets under finance leases
and lessors who provide biological assets under finance
leases should account for the biological assets in accordance with IAS 41.
2.212

IFRIC 4, Determining Whether an Arrangement
Contains a Lease, establishes criteria that an entity should
apply when evaluating whether an arrangement that does not
take the legal form of a lease is in substance a lease and
should be, in whole or in part, accounted for in accordance
with IAS 17. IFRIC 4 identifies two criteria that indicate an
arrangement contains a lease: fulfillment of the arrangement
depends on the use of one or more specific assets and the
arrangement conveys a right of use.

Recognition and Measurement
IFRSs
2.213

IAS 17 requires both lessors and lessees to classify lease arrangements as finance leases or operating leases.
When the arrangement transfers substantially all risks and
rewards incidental to ownership of the asset, an entity should
classify the lease as a finance lease. Otherwise, an entity
should classify the lease as an operating lease. Whether the
lease is a finance lease should depend on the substance of the
arrangement. IAS 17 provides both examples and indicators
of circumstances that could lead to classification as a finance
lease. However, the standard also states that the identified
indicators are not conclusive, and if it is clear from other features of the lease that the risks and rewards of ownership are
not borne by the lessee, the lessee should classify the lease as
an operating lease. Lessors and lessees should classify leases
in the same way.

2.214

IAS 17 provides the following examples of situations that, when considered separately or combined, would
normally lead to classifying the lease as a finance lease:
• Agreement transfers ownership of the asset to the lessee
at the end of the lease term

IFRS ATT 2.210
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• Lessee has a bargain purchase option to acquire the

asset at an amount sufficiently below its fair value that
the option’s exercise is reasonably certain.
• Lease term is for a major part of the economic life of
the asset, even if title is not transferred.
• Present value of the minimum lease payments amounts
to at least substantially all of the asset’s fair value at the
inception of the lease.
• Assets are of such specialized nature that only the lessee
can use the assets without major modifications.
2.215

Indicators that the agreement is a finance lease include agreements in which the lessors’ losses are borne by the
lessee if the lease is cancelled, gains or losses from changes
in the fair value of the residual value accrue to the lessee, and
the lessee has the ability to renew the lease for a second term
at a price substantially below market.

2.216 When a lease is classified as a finance lease, a lessee

should recognize a leased asset and a corresponding lease
liability at the inception of the lease, measured at the lower
of the fair value of the leased asset or the present value of
the minimum lease payments. In determining present value,
a lessee should use the discount rate implicit in the lease,
or when the implicit rate is impracticable to determine, the
lessee should use its incremental borrowing rate. The lessee
should include incremental direct costs in the cost of the asset.
2.217 Subsequently, a lessee should allocate the minimum

lease payments to finance cost (interest expense) and a reduction of the liability using the effective interest method.
Lessees should charge any contingent rents to expense in the
period they are incurred.
2.218

Lessees should recognize depreciation expense on
the leased asset and select an accounting policy consistent
with its policy for similar owned assets. An entity should
calculate depreciation expense in accordance with IAS 16 or
IAS 38, as appropriate. Unless it is reasonably certain that it
will obtain ownership by the end of the lease term, a lessee
should depreciate the asset fully by the shorter of the lease
term or the asset’s useful life.

2.219

A lessee recognizes operating lease payments as an
expense in profit or loss on a straight-line basis over the lease
term, unless another systematic method is more representative of the pattern of benefits received, even when the amounts
of the payments and the expense differ.

2.220 A lessor should recognize and present assets held by

the lessee under finance leases as receivables in the balance
sheet, measured at an amount equal to the net investment in
the lease. A lessor should recognize finance income in profit
or loss using the effective interest method. A lessor should
exclude initial direct costs from the carrying value of the
receivable and expense these costs when the profit on sale is
recognized, normally at the beginning of the lease term.
2.221

A manufacturer or dealer lessor should recognize
the seller’s profit or loss in the period, in accordance with
its policy for regular sales. If artificially low rates of interest
are quoted, IAS 17 restricts the amount of selling profit to an
amount that would apply if normal market interest rates are
charged. The lessor should expense the costs of negotiating
and arranging the lease at the same time as the related profit
or loss is recognized.
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2.222 In its balance sheet, a lessor should present assets held

229

by lessees under operating leases by their nature. Generally,
lessors should recognize lease income on a straight-line basis
over the lease term.

element arrangements. If an arrangement has both lease and
nonlease elements, both the lessor and lessee must apply
the lease accounting requirements of FASB ASC 840 to that
lease.

2.223 The timing of income recognition by the lessor on a

2.229

sale and leaseback depends on whether the transaction results
in a finance or operating lease. Only when the transaction results in an operating lease and it is clear that the transaction
is at fair value should the lessor recognize income immediately. When a sale and leaseback transaction results in a
finance lease, IAS 41 establishes criteria for the timing and
amount of gain or loss recognition.
U.S. GAAP
2.224 The FASB ASC glossary defines a lease as an agree-

ment conveying the right to use PPE (land or depreciable
assets, or both), usually for a stated period of time. In contrast, IFRSs do not restrict to PPE the type of asset that can
be the subject of a lease. Both IFRSs and FASB ASC 840
have specific scope exclusions, some of which are the same
or produce similar results. For example, FASB ASC 840-1015-15 excludes oil, gas, minerals, precious metals, timber,
and other natural resources. IFRSs exclude nonregenerative
resources (oil, gas, and minerals). Although IFRSs exclude
biological assets from the measurement principles of IAS 17,
the recognition and disclosure requirements of IAS 17 still
apply. FASB ASC 840-10-15-15 also excludes, but IFRSs
includes, intangible assets.
2.225 Paragraphs 10–15 of FASB ASC 840-10-15 provide

more guidance than IFRSs for determining whether the arrangement conveys the right to control the use of the underlying PPE. For example, FASB ASC 840-10-15-10 excludes
contracts for services that do not transfer the right to use
PPE. Further, fulfillment of the arrangement should be dependent on the use of specific PPE. This constraint would
exclude most arrangements that call for delivery of an asset with quoted market prices available in an active market
because these arrangements are generally not dependent on
using specific PPE. However, contractual provisions that permit the lessor to substitute other PPE on or after a specified
date do not preclude application of lease accounting before
substitution occurs.
2.226 Like IFRSs, FASB ASC 840-10-15-9 includes agree-

ments that although not nominally identified as leases, meet
the definition of a lease and are within the scope of the lease
standards.
2.227

Like IFRSs, FASB ASC 840-10-15-3 explains that
in determining whether to apply the lease accounting requirements of FASB ASC 840, lessors and lessees should evaluate,
at the inception of an arrangement based on the facts and circumstances, whether that arrangement contains a lease. Both
IFRSs and FASB ASC include criteria for reassessment after
inception.

2.228 Like IFRSs, in determining whether an arrangement

contains a lease under FASB ASC 840, lessors and lessees
should evaluate arrangements consisting of separate contracts
with the same entity or related parties, negotiated as a package, and determine whether the arrangement includes a lease,
in accordance with paragraphs 16–19 of FASB ASC 84010-15. FASB ASC refers to these arrangements as multiple

Like IFRSs, FASB ASC 840-10-10-25 requires the
lessee and lessor to classify a lease as either capital or operating. FASB ASC 840-10-25-1 has specific criteria, similar to the examples in IFRSs, that an entity should apply in
evaluating whether the lease should be accounted for as a
capital lease. FASB ASC 840-10-25-29 states that when any
one of the four criteria is met, both the lessor and lessee
should classify the lease as a capital lease. As described
in paragraphs 42–43 of FASB ASC 840-10-25, the lessor
should consider all four lease classification criteria and two
additional incremental criteria when classifying the lease.
Only the following two criteria are identical to those in
IAS 17:
• The lease transfers ownership of the property to the
lessee by the end of the lease term.
• The lease contains a bargain purchase option.

2.230 Although the concepts underlying the remaining two

criteria are the same in both standards, FASB ASC 840-1025-1 has explicit quantitative thresholds to be assessed at the
inception of the lease and IFRSs do not. These thresholds are
the following:
• Lease term is equal to 75 percent or more of the estimated economic life of the leased property.
• Present value of the minimum lease payments, excluding executory costs (including any profit thereon),
equals or exceeds 90 percent of the excess of the fair
value of the leased property to the lessor at lease inception over any related investment tax credit retained by
the lessor.
Neither of these criteria should be applied if the beginning
of the lease term falls within the last 25 percent of the total
estimated economic life of the leased property.
2.231

FASB ASC 840 also includes specific criteria and
guidance for the following issues: fiscal funding clauses, minimum lease payments criterion, guarantees and indemnifications, obligations to retire the leased asset, and classification
of leases involving real estate or between related parties.

2.232

Like IFRSs, in accordance with paragraphs 1–4 of
FASB ASC 840-30-30, at the inception of a lease classified
as a capital lease, lessees should recognize a leased asset
and a corresponding lease liability measured at the lower
of the present value of the minimum lease payments and
the fair value of the asset. FASB ASC 840-10-25 includes
more guidance on the payments that should be included in the
present value calculation than IAS 17. Both GAAPs establish
guidance requiring the calculation to include initial direct
costs and exclude indirect (IFRSs) or executory (FASB ASC)
costs.

2.233 Both IFRSs and FASB ASC 840 specify the discount

rate to be used in the present value calculation. IFRSs specify
use of the lessor’s implicit interest rate, unless impracticable
to determine; otherwise, the lessee’s incremental borrowing
rate should be used. FASB ASC 840-10-25-31 imposes an
additional constraint that the lessee should use the lower of
its incremental borrowing rate and the implicit rate, when the
latter is known to the lessee.
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2.234

Like IFRSs, FASB ASC 840-20-35-3 requires recognized leased assets to be depreciated using the same
accounting policy used for owned assets. FASB ASC 840
includes guidance for, and IFRSs do not address, determining residual value when there is a guaranteed residual value
and the lessee is entitled to its appreciation.

2.235 In accordance with FASB ASC 840-20-25-1, a lessee

should normally recognize operating lease payments as expense on a straight-line basis. However, a lessee is permitted
to use another systematic and rational basis if it is more representative of the benefits derived from use.
2.236

Accounting for capital leases by the lessor is more
complex under FASB ASC 840 than IFRSs. Lessors should
classify leases that do not meet any of the four criteria previously mentioned as operating leases. However, when a lease
meets one of the four criteria mentioned previously for capital lease classification (lessee criteria), FASB ASC 840-1025-43 requires the lessor to meet two additional criteria to
determine whether it should classify the lease as a sales type,
direct financing, or leveraged lease. These lessor criteria are
the following:
• The lessor can reasonably predict collectability of the
minimum lease payments (that is, can estimate uncollectable accounts).
• No important uncertainties surround the amount of unreimbursable costs yet to be incurred by the lessor under
the lease.

2.237

If both of these criteria are met, FASB ASC 84010-25-43 provides additional criteria for selecting among the
lessor capital lease classifications. The specific lessor classification determines whether a sale or financing transaction has
occurred and the timing and amounts of revenue and gains
(losses) from sales.

receivables between current and noncurrent classifications
when preparing a classified balance sheet.

Disclosure
IFRSs
2.242 Whether leases are classified as finance or operating,

IAS 17 requires a lessee to disclose a general description of
the lessee’s material leasing arrangements, including the basis for contingent rent payments, the existence and terms of
renewal or purchase options or escalation clauses, and any restrictions imposed by the leasing arrangements (for example,
restrictions on dividends, additional debts, or further leasing).
2.243

For finance leases, in addition to disclosures required by IFRS 7, Financial Instruments: Disclosures, a
lessee should disclose the following:
• Net carrying amount at the end of the reporting period
by class of asset
• Reconciliation of the total and present value of future
minimum lease payments at the end of the reporting
period and for each of the following periods: not later
than one year, later than one year but not later than five
years, and later than five years
• Contingent rents recognized as expense
• Total future minimum sublease payments expected to
be received under noncancellable leases at the end of
the reporting period

2.244 Depending on the nature of the leased asset, IAS 17

explains that lessees should disclose all information required
by the related standard for owned assets (for example, IAS
16 for a leased building).
2.245

IFRSs

For operating leases, a lessee should disclose the
following:
• Total future minimum lease payments at the end of the
reporting period and for each of the following periods:
not later than one year, later than one year but not later
than five years, and later than five years
• Total future minimum sublease payments expected to
be received under noncancellable leases at the end of
the reporting period
• Lease and sublease payment recognized as expense during the period, separately reporting minimum lease payments, sublease payments, and contingent rents

2.239

2.246 All lessors, in addition to providing required IFRS 7

2.238

If neither of these additional criteria is met, FASB
ASC 840-10-25-43(d) explains that the lessor should classify
the lease as an operating lease. Therefore, under FASB ASC
840, a lessor and lessee may have different classifications
for the same lease. This outcome should not happen under
IFRSs.

Presentation

IAS 1 does not require an entity to present leased
assets, lease liabilities, or related revenues or expenses as
separate line items in the relevant financial statement. However, lessees and lessors should apply the other requirements
of IAS 1 (for example, classify amounts as current or noncurrent on the balance sheet).
U.S. GAAP

2.240

Paragraphs 1–3 of FASB ASC 840-30-45 require
lessees to use the same balance sheet classification and presentation for assets held under capital leases and PPE and
for related lease liabilities and related debt. Lessees should
disclose significant amounts separately.

2.241

FASB ASC 840-30-45-4 states that, in sales-type
and direct financing leases, lessors should present lease receivables at the net investment in the lease and allocate these

IFRS ATT 2.234

disclosures, should disclose a general description of material
leasing arrangements and contingent rents recognized as income. Lessors recognizing receivables in respect of a finance
lease should disclose a reconciliation of gross investment in
the lease and the present value of the future minimum lease
payments receivable (similar to that required for lessees), unearned finance income, the amounts of unguaranteed residual
values accruing to the lessor, and the amount of the accumulated allowance for uncollectible receivables. Lessors with
assets held by lessees under operating leases should disclose
the future minimum lease payments for the same periods as
the lessee.
2.247 IAS 17 requires the same disclosures for lessees and

lessors in sale and leaseback transactions. Sale and leasebacks
may require separate disclosure under IAS 1.
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U.S. GAAP
2.248 Unlike IFRSs, FASB ASC 840 does not address

whether entities should also provide any additional disclosures required by FASB ASC about financial instruments for
any recognized lease receivables.

2.254 With respect to sale and leaseback transactions, FASB

ASC 840-40-50-1 requires similar disclosures to IAS 17
for the seller-lessee to describe the contract terms, including future commitments, obligations, provisions, or other
circumstances that would require its continuing involvement.

2.249 Like IFRSs, paragraphs 2–3 of FASB ASC 840-10-50

require a lessee to disclose, either in the financial statements
or notes, a description of its leasing arrangements, including, but not limited to, the basis on which contingent rental
payments are determined; the existence and terms of renewal
and purchase options and escalation clauses; and restrictions
imposed by lease agreements, such as those on dividend payments, additional debt, and further leasing. FASB ASC 460,
Guarantees, also requires disclosures about guarantees.
2.250 FASB ASC 840-30-50-1 states that lessees should

disclose the gross carrying amount of assets recorded under
capital leases separately either on the balance sheet or in the
notes. Lessees should separately report related lease liabilities on the balance sheet. FASB ASC 840-30-45-3 explains
that depreciation expense on leased assets is not required to
be shown separately, but if it is not included with other depreciation and amortization expense, the charge should be
disclosed either on the face of the income statement or in the
notes.

Presentation and Disclosure
Excerpts—Continuing Application
Author’s Note
See paragraphs 3.240–3.241 in section 3 for excerpts
of disclosures required by lessees holding assets under
operating leases.

Lessee—Finance Lease
2.255

OTI Energy AG (Dec 2009)

2.251 Like IFRSs, FASB ASC 840-30-50-1 requires disclo-

sure of the gross amount of assets held under capital leases
by major classes and may be combined with the comparable
information for owned assets, future minimum lease payments as of the date of the current balance sheet both in the
aggregate and for each of the five succeeding fiscal years,
and contingent rent expense. FASB ASC 840-30-50-1 also
requires lessees to disclose separately deductions for executory costs included in the minimum lease payments, imputed
interest, and total future minimum lease payments from noncancelable subleases.
2.252 In accordance with paragraphs 4–5 of FASB ASC

840-10-50-5, exclusive of leveraged leasing, lessors should
disclose a description of their leasing arrangements when
leasing is a significant portion of their business activities.
Lessors should also disclose their accounting policy for contingent rental income. If a lessor accrues contingent rental
income before the lessee’s achievement of the specified target (provided that achievement of that target is probable),
lessors should disclose the impact on rental income.

CONSOLIDATED STATEMENT OF FINANCIAL
POSITION (in part)
At 31 December 2009
(in thousands of Swiss Francs)

Notes
Assets
Non-current assets
Property, plant and equipment
Goodwill
Other intangible assets
Investments in associates
Other financial assets
Other assets
Total non-current assets

15
16
17
19
20
21

31.12.2009
(TCHF)

31.12.2008
(TCHF)

52,211
1,402
154
47
207
71
54,092

64,111
1,416
2,106
16
518
60
68,227

2.253 For leases classified as operating, FASB ASC 840-20-

50-4 requires lessors to provide disclosures similar to IFRSs.
Lessors should disclose the following:
• Cost and carrying amount, if different, of property on
lease or held for leasing by major classes of property
and the total amount of accumulated depreciation as of
the current balance sheet date
• Minimum future lease payments on noncancelable
leases as of the balance sheet date, both in the aggregate
and for each of the five succeeding fiscal years
• Total contingent rents included in income for each period presented
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EQUITY AND LIABILITIES
At 31 December 2009 (in thousands of Swiss Francs)
Notes

31.12.2009
(TCHF)

31.12.2008
(TCHF)

Non-Current Liabilities
Borrowings
Other financial liabilities
Retirement benefit obligations
Deferred tax liabilities
Other non-current liabilities
Total non-current liabilities

28
29
34
12
31

47,532
992
1,196
1,863
269
51,852

46,436
786
1,240
3,612
—
52,074

Current Liabilities
Borrowings
Trade and other payables
Current tax liabilities
Current provisions
Other current liabilities
Total current liabilities

28
32
12
30
31

33,136
11,223
3,259
—
749
48,367

28,220
13,262
2,214
115
1,163
44,974

NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (in part)
For the year ended 31 December 2009
(in thousands of Swiss Francs, except as otherwise indicated)

Note 3. Significant Accounting Policies (in part)
Leasing
Leases are classified as finance leases whenever the terms
of the lease transfer substantially all the risks and rewards
of ownership to the lessee. All other leases are classified as
operating leases.
Assets held under finance leases are initially recognised as
assets of the Group at their fair value at the inception of the
lease or, if lower, at the present value of the minimum lease
payments. The corresponding liability to the lessor is included
in the balance sheet as a finance lease obligation.
Lease payments are apportioned between finance charges
and reduction of the lease obligation so as to achieve a constant rate of interest on the remaining balance of the liability.

Finance charges are charged directly against income, unless
they are directly attributable to qualifying assets, in which case
they are capitalised in accordance with the Group’s general
policy on borrowing costs (see below).
Operating lease payments are recognised as an expense
on a straight-line basis over the lease term, except where
another systematic basis is more representative of the time
pattern in which economic benefits from the leased asset are
consumed. Contingent rentals arising under operating leases
are recognised as an expense in the period in which they are
incurred.
Property, Plant and Equipment (in part)
Assets held under finance leases are depreciated over their
expected useful lives on the same basis as owned assets or,
where shorter, over the term of the relevant lease.
The following useful lives are used in the calculation of depreciation:
Buildings
Plant and equipment
Equipment under finance lease
Leasehold improvements

25 years
3 to 10 years
10 years
10 years

Note 15. Property, Plant and Equipment (in part)

Cost or Valuation
Balance at 1 January 2008
Balance at 1 January 2009
Reclassification
Additions/Investments
(Disposals)
Foreign Currency Adjustments
Balance at 31 December 2009
Accumulated Depreciation and Impairment
Balance at 1 January 2009

Land at Cost
TCHF
—
692

Building at Cost
TCHF
—
1,040

Plant and
Equipment at
Cost
TCHF
—
54,068

Equipment
Under Finance
Lease at Cost
TCHF
—
33,646

Leasehold
Improvements
at Cost
TCHF
—
314

Total
TCHF
—
89,761

—
—
—
(7)
685

—
—
—
(10)
1,030

1,181
468
(5,554)
(470)
49,693

—
—
—
(336)
33,311

—
32
—
(4)
342

1,181
500
(5,554)
(827)
85,061

—

(25)

(20,760)

(4,801)

(63)

(25,650)
(continued)
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Cost or Valuation
Reclassification
Depreciation
Reversal from Disposal of assets
Foreign Currency Adjustments
Balance at 31 December 2009

Land at Cost
TCHF
—
—
—
—
—

Building at Cost
TCHF
—
(42)
—
1
(66)

Plant and
Equipment at
Cost
TCHF
(1,181)
(3,857)
950
280
(24,568)

692
685

1,015
964

33,308
25,125

Carrying Amount
As at 31 December 2008
As at 31 December 2009

Equipment
Under Finance
Lease at Cost
TCHF
—
(3,392)
—
108
(8,085)

Leasehold
Improvements
at Cost
TCHF
—
(70)
—
2
(131)

Total
TCHF
(1,181)
(7,360)
950
391
(32,850)

28,845
25,226

251
211

64,111
52,211

Assets pledged as security
The only assets pledged as security are the Group’s obligations under finance leases (see note 33) secured by the
lessors’ title to the leased assets, which have a carrying
amount of TCHF 24,790 (2008: TCHF 28,845).

Note 28. Borrowings (in part)
Current

Secured—at Amortised Cost
Bank overdrafts(i)
Finance lease liabilities(iv)
Total secured
Total borrowings
Summary of borrowing arrangements (in part):
(iv) Secured by assets leased. The borrowings are fixed interest rate debt with repayment periods not exceeding
10 years.

Year Ended
31.12.2009
TCHF

Year Ended
31.12.2008
TCHF

29,137
2,799
31,936
33,136

18,547
2,667
21,214
28,220

Non-Current
Year Ended
Year Ended
31.12.2009
31.12.2008
TCHF
TCHF
—
21,622
21,622
47,532

—
24,482
24,482
46,436

Note 33. Obligations Under Finance Leases
Leasing arrangements
Finance leases relate to drilling equipment with lease terms
of 10 years. The Group has options to purchase the equipment for a nominal amount at the conclusion of the lease
agreements. The Group’s obligations under finance leases
are secured by the lessors’ title to the leased assets.

Finance lease liabilities

Amounts payable under finance lease: within one year
In the second to fifth years inclusive
After five years
Total
Less future finance charges
Present value of lease obligations
Less: amount due for settlement within 12 months (shown
under current liabilities)
Amounts due for settlement after 12 months

Minimum Lease Pay
31.12.2009
31.12.2008
TCHF
TCHF
4,253
4,296
15,883
16,043
10,268
14,382
30,404
34,721
(5,983)
24,421

Present Value of Minimum
Lease Payments
31.12.2009
31.12.2008
TCHF
TCHF
2,799
2,667
12,139
11,564
9,483
12,918
24,421
27,149

(7,572)
27,149
(2,799)
21,622

(2,667)
24,482

Fair value
Lease obligations are denominated in EUR. The fair value
of the Group’s lease obligations approximates their carrying
amount.
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Lessee and Lessor—Operating and Finance
Leases, Lease Commitments
2.256

Roche Holding Ltd (Dec 2009)
ROCHE GROUP CONSOLIDATED BALANCE
SHEET (in part)
In millions of CHF
31 December 2009

31 December 2008

31 December 2007

Non-Current Assets
Property, plant and equipment12
Goodwill13
Intangible assets14
Associates15
Financial long-term assets16
Other long-term assets16
Deferred income tax assets6
Post-employment benefit assets10
Total non-current assets

17,697
8,261
6,005
16
481
452
2,573
601
36,086

18,190
8,353
7,121
9
940
451
1,829
592
37,485

17,832
6,835
6,346
9
1,333
527
1,317
1,332
35,531

Current Assets
Inventories17
Accounts receivable18
Current income tax assets6
Other current assets19
Marketable securities20
Cash and cash equivalents21
Total current assets

5,648
10,461
244
3,577
16,107
2,442
38,479

5,830
9,755
268
1,980
15,856
4,915
38,604

6,113
9,804
263
2,452
20,447
3,755
42,834

Total assets

74,565

76,089

78,365

Non-Current Liabilities
Long-term debt27
Deferred income tax liabilities6
Post-employment benefit liabilities10
Provisions25
Other non-current liabilities26
Total non-current liabilities

(36,143)
(1,099)
(4,726)
(700)
(416)
(43,084)

(2,972)
(1,409)
(4,669)
(654)
(459)
(10,163)

(3,834)
(1,527)
(3,696)
(688)
(723)
(10,468)

Current Liabilities
Short-term debt27
Current income tax liabilities6
Provisions25
Accounts payable22
Accrued and other current liabilities23
Total current liabilities

(6,273)
(2,478)
(1,618)
(2,300)
(9,398)
(22,067)

(1,117)
(2,193)
(804)
(2,017)
(5,973)
(12,104)

(3,032)
(2,215)
(1,517)
(1,861)
(5,829)
(14,454)

Total liabilities

(65,151)

(22,267)

(24,922)

NOTES TO THE ROCHE GROUP CONSOLIDATED
FINANCIAL STATEMENTS (in part)
Note 1. Summary of Significant Accounting Policies
(in part)
Leases
Where the Group is the lessee, leases of property, plant and
equipment where the Group has substantially all of the risks
and rewards of ownership are classified as finance leases.
Finance leases are capitalised at the start of the lease at

IFRS ATT 2.256

fair value, or the present value of the minimum lease payments, if lower. The rental obligation, net of finance charges, is
reported within debt. Assets acquired under finance leases
are depreciated in accordance with the Group’s policy on
property, plant and equipment. If there is no reasonable certainty that the Group will obtain ownership by the end of the
lease term, the asset is depreciated over the shorter of the
lease term and its useful life. The interest element of the
lease payment is charged against income over the lease term
based on the effective interest rate method. Leases where
substantially all of the risks and rewards of ownership are not
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transferred to the Group are classified as operating leases.
Payments made under operating leases are charged against
income on a straight-line basis over the period of the lease.
Where the Group is the lessor, which primarily occurs in
the Diagnostics Division, assets subject to finance leases are
initially reported as receivables at an amount equal to the net
investment in the lease. Assets subject to operating leases are
reported within property, plant and equipment. Lease income
from finance leases is subsequently recognised as earned
income over the term of the lease based on the effective interest rate method. Lease income from operating leases is
recognised over the lease term on a straight-line basis.

Management judgements made in applying
accounting policies
The application of the Group’s accounting policies may require
management to make judgements, apart from those involving
estimates, that can have a significant effect on the amounts
recognised in the consolidated financial statements. Management judgement is particularly required when assessing the
substance of transactions that have a complicated structure or
legal form. These include, but are not limited to, the following
areas:
Leases—The Group is party to leasing arrangements, both
as a lessee and as a lessor. The treatment of leasing transactions in the financial statements is mainly determined by
whether the lease is considered to be an operating lease
or a finance lease. In making this assessment, management
looks at the substance of the lease, as well as the legal form,
and makes a judgement about whether substantially all of the
risks and rewards of ownership are transferred. Arrangements
which do not take the legal form of a lease but that nevertheless convey the right to use an asset are also covered by such
assessments.

Note 12. Property, Plant and Equipment (in part)
Property, plant and equipment: movements in carrying value
of assets
In millions of CHF

Year Ended 31 December 2009
At 1 January 2009
Additions
Disposals
Lonza Singapore acquisition7
Other business combinations7
Divestments of subsidiaries34
Transfers
Depreciation charge
Impairment charge
Currency translation effects
At 31 December 2009
Cost
Accumulated depreciation and impairment
Net book value

Land

Buildings and Land
Improvements

Machinery and
Equipment

Construction in
Progress

Total

1,073
2
(3)
—
—
—
—
—
—
(18)
1,054
1,054
—
1,054

7,937
31
(21)
—
—
—
789
(505)
(687)
(34)
7,510
12,022
(4,512)
7,510

6,727
972
(64)
—
3
—
1,062
(1,476)
(338)
(29)
6,857
16,467
(9,610)
6,857

2,453
1,832
(47)
—
—
—
(1,851)
—
(102)
(9)
2,276
2,377
(101)
2,276

18,190
2,837
(135)
—
3
—
—
(1,981)
(1,127)
(90)
17,697
31,920
(14,223)
17,697

Impairment charges arise from changes in the estimates of
the future cash flows expected to result from the use of the
asset and its eventual disposal. Factors such as changes in
the planned use of buildings, machinery or equipment, or closure of facilities, the presence or absence of competition and
technical obsolescence could result in shortened useful lives
or impairment. Impairment charges of 30 million Swiss francs
(2008: 18 million Swiss francs) are reported as part of ‘Cost of
sales’, 14 million Swiss francs (2008: zero) in ‘Research and
development’ and 1,083 million Swiss francs (2008: 10 million Swiss francs) are reported as part of ‘Changes in Group
organisation’ (see Note 8). The major part of the impairment
reported in ‘Changes in Group organisation’ relates to the discontinuation of a bulk drug production unit on part of the site
at Vacaville in California, which was fully written-down.

Borrowing costs totalling 9 million Swiss francs using a rate
of 4.79% (2008: 42 million Swiss francs using a rate of 4.79%)
were capitalised as property, plant and equipment.
Leasing arrangements where the group is the lessee
Finance leases—As at 31 December 2009 the capitalised
cost of property, plant and equipment under finance leases
was 157 million Swiss francs (2008: 174 million Swiss francs)
and the net book value of these assets was 43 million Swiss
francs (2008: 53 million Swiss francs).
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Finance leases: future minimum lease payments
under non-cancellable leases
In millions of CHF
Future Minimum
Lease Payments
2009
2008
1
3
1
2
—
—
2
5

Within one year
Between one and five years
More than five years
Total
Future finance charges
Total future minimum lease payments (undiscounted)

—
2

In addition to the above, Genentech leasing arrangements are
disclosed below.
Operating Leases—Group companies are party to a number of operating leases, mainly for plant and machinery, including motor vehicles, and for certain short-term property
rentals. The arrangements do not impose any significant restrictions on the Group. Total operating lease rental expense
was 424 million Swiss francs (2008: 411 million Swiss francs).
Operating leases: future minimum lease payments under
non-cancellable leases

—
5

Present Value of Future
Minimum Lease Payments
2009
2008
1
3
1
1
—
—
2
4
—
2

1
5

The accumulated allowance for uncollectible minimum lease
payments was 2 million Swiss francs (2008: 1 million Swiss
francs). There were no contingent rents recognised in income.
Operating leases—Certain assets, mainly some diagnostics instruments, are leased to third parties through operating lease arrangements. Such assets are reported within
property, plant and equipment. Lease income from operating
leases is recognised over the lease term on a straight line
basis.
Operating leases: future minimum lease payments under
non-cancellable leases

In millions of CHF

In millions of CHF
2009
235
432
175
842

Within one year
Between one and five years
More than five years
Total minimum payments

2008
220
412
173
805

Leasing arrangements where the group is the lessor
Finance leases—Certain assets, mainly diagnostics instruments, are leased to third parties through finance lease arrangements. Such assets are reported as receivables at an
amount equal to the net investment in the lease. Lease income from finance leases is recognised over the term of the
lease based on the effective interest rate method.

In millions of CHF

Within one year
Between one and five years
More than five years
Total
Unearned finance income
Unguaranteed residual value
Net investment in lease

IFRS ATT 2.256

2009
107
224
2
333

2008
94
212
—
306

At 31 December 2009, machinery and equipment with an original cost of 2,742 million Swiss francs (2008: 2,356 million
Swiss francs) and a net book value of 1,175 million Swiss
francs (2008: 997 million Swiss francs) was being leased to
third parties. There was no contingent rent recognised as
income.
Genentech leasing arrangements

Finance leases: future minimum lease payments
under non-cancellable leases

Gross
Investment
in Lease

Within one year
Between one and five years
More than five years
Total minimum payments

Present Value
of Minimum
Lease Payments

2009
27
57
2
86

2008
25
41
2
68

2009
24
55
2
81

2008
23
38
2
63

(4)
n/a
82

(3)
n/a
65

n/a
1
82

n/a
2
65

In December 2004 Genentech entered into a Master Lease
Agreement with Slough SSF LLC, which was subsequently
acquired by Health Care Properties (‘HCP’) for the development of property adjacent to Genentech’s South San
Francisco site. The development includes a total of eight buildings, which are subject to separate agreements as contemplated by the Master Lease Agreement. HCP as the developer
will construct the building shell for each building and Genentech will finish the interior of each building as laboratory or
office space, as applicable. The construction of the first buildings was completed in 2006, at which point the lease term
for those buildings was deemed to begin. Construction of the
final buildings was completed during 2008. The lease term
expires twelve years from the occupation of the final building. Genentech has two five-year renewal options for each
building and has an option to purchase the various buildings
at different dates between 2016 and 2020. Genentech also
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has a right of first refusal with respect to each building or the
entire development should HCP consider selling part or all of
the development.
As at 31 December 2009 the total carrying value of property, plant and equipment from this agreement was 213 million
Swiss francs (2008: 239 million Swiss francs) and the carrying
value of the leasing obligation was 273 million Swiss francs
(2008: 291 million Swiss francs). Estimates of the total future
minimum lease payments anticipated by the entire Master
Lease Agreement are shown below.

Estimated total future minimum lease payments under
hcp leases
In millions of CHF

Within one year
Between one and
five years
More than five years
Total

Principal
13

Ground
Lease
8

Interest
17

Total
Minimum
Lease
Payment
38

76
181
270

34
50
92

58
36
111

168
267
473

Capital commitments
The Group has non-cancellable capital commitments for the
purchase or construction of property, plant and equipment totalling 0.8 billion Swiss francs (2008: 2.0 billion Swiss francs).

Note 27. Debt (in part)
Debt: movements in carrying value of recognised liabilities
In millions of CHF

At 1 January
Proceeds from issue of bonds and notes
Redemption and repurchase of bonds and notes
Increase (decrease) in commercial paper
Increase (decrease) in other debt
(Gains) losses on redemption and repurchase of bonds and notes, net5
Amortisation of debt discount5
(Gains) losses on financial liabilities at fair-value-through-profit-or-loss, net5
Currency translation effects and other
At 31 December

2009
4,089
48,197
(7,421)
(261)
(133)
9
47
(6)
(2,105)
42,416

2008
6,866
—
(2,188)
(107)
(317)
—
1
(5)
(161)
4,089

Consisting of
—Bonds and notes
—Commercial paper
—Amounts due to banks and other financial institutions
—Genentech leasing obligations7,12
—Finance lease obligations
—Other borrowings
Total debt

41,710
270
136
273
2
25
42,416

3,035
529
77
337
4
107
4,089

Reported as
—Long-term debt
—Short-term debt
Total debt

36,143
6,273
42,416

2,972
1,117
4,089
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IAS 37
IFRSs Overview and Comparison
to U.S. GAAP
2.257

IAS 37 establishes the accounting for most liabilities. A provision, as stated in IAS 37, is a liability of uncertain
timing or amount. To be recognized as a provision, an obligation must meet the definition of a liability (that is, be a
present obligation resulting from past transactions or events,
settlement of which is probable, and resulting in an outflow
of resources embodying economic benefits) and the entity
should estimate the amount of the obligation reliably. For
purposes of IAS 37, probable means more likely than not.

2.258

A contingent liability is defined as either a possible
obligation only confirmed by the occurrence or nonoccurrence of a future event not wholly in the control of the entity
or a present obligation that fails to meet either the probability
or measurement reliability criteria. A contingent asset is a
possible asset only confirmed by the occurrence or nonoccurrence of a future event not wholly in the control of the
entity.

2.259

IAS 37 also establishes the accounting for onerous
contracts and restructuring programs. An onerous contract
is defined as a contract in which the unavoidable costs of
fulfilling the contract terms exceed the expected benefits to
be received. A restructuring program is a program planned
and controlled by management that materially changes either
the scope of an entity’s business activities or the manner in
which it conducts that business.

2.260 Provisions, contingent liabilities, and contingent as-

sets resulting from executory contracts that are not onerous
and those covered by another standard are excluded from the
scope of IAS 37. Examples of provisions covered by another
standard are deferred tax liabilities (IAS 12), postemployment benefits (IAS 19), construction contracts (IAS 11), and
leases (see IAS 17, with the exception of operating leases that
have become onerous).
2.261 IFRSs require an entity to recognize the cost of a de-

commissioning, environmental remediation, and similar liability as a liability in accordance with IAS 37 and to include
this cost in the cost of the related asset.
2.262 Accounting and disclosure requirements for financial

liabilities are covered in IAS 32, IAS 39, and IFRS 7.
Author’s Note
As evidenced by the findings from a review of the survey companies, diversity in practice exists in the use
of the term provision. Almost all survey companies
used provision to refer not only to liabilities that meet
the IAS 37 definition but also to such items as valuation allowances (for example, provision for estimated
uncollectible receivables) and expenses (for example,
provision for income taxes). The IASB recognizes this
diversity in practice and, in response, addressed this
issue in two exposure drafts, first in 2005 and the second in January 2010. Among other significant proposed
changes, the exposure draft does not use provision as
a defined term; instead, it proposes to use the term
nonfinancial liability, which includes items previously
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described as provisions, as well as other liabilities.
It would also clarify that IAS 37, except in specified
cases, should be applied to all nonfinancial liabilities
that are not within the scope of other standards. As of
July 2010, the IASB work plan indicates a revised IAS
37 would be issued in the first or second quarter of
2011.

Recognition and Measurement
IFRSs
2.263

An entity should recognize a provision (liability)
only when it has a present obligation, either legal or constructive, as a result of a past transaction or event, and the
probability and measurement reliability recognition criteria
are met. IAS 37 acknowledges that there may be rare cases
when it is unclear whether a present obligation exists. In these
cases, the entity should recognize a liability if, taking all of
the evidence into account, the existence of a present obligation is more likely than not.

2.264 An entity should not recognize contingent liabilities

or contingent assets. Once the relevant probability and measurement reliability recognition criteria are met, the asset or
liability is no longer considered contingent.
2.265

In some circumstances (for example, warranty obligations), an entity should evaluate the probability recognition
criterion with respect to a class of, rather than individual, obligations. IAS 37 states that the use of estimates is known to be
an essential part of financial statement preparation; therefore,
an entity’s use of estimates does not invalidate measurement
reliability. However, when an entity concludes that a liability
should not be recognized, it should disclose the obligation as
a contingent liability, unless the possibility of an outflow of
resources is remote.

2.266 An entity should measure provisions at the best pre-

tax estimate of the expenditure required to settle the liability
at the balance sheet date, taking into account the risks and
uncertainties incorporated into that estimate. When no estimate in a range is better than another, an entity should use
the midpoint in the range.
2.267 IAS 37 also requires an entity to calculate the present

value of the liability when this would result in a material difference from the sum of the gross outflows. An entity should
use a pretax interest rate(s) incorporating current market expectations of the time value of money and risks associated
with this liability. An entity should adjust either future cash
flows or the interest rate for a specific risk, but not both.
2.268 An entity should reflect the effects of expected events

only when there is sufficient evidence that these events will
occur. For example, an entity should only incorporate possible changes in legislation when it is virtually certain that
the legislation will be passed. An entity should not include
any expected gains from asset disposals in measuring a
provision.
2.269

An entity should recognize a reimbursement as a
separate asset, and not a reduction of the liability, only when
receipt of the reimbursement is probable and the amount can
be measured reliably. An entity should not measure a reimbursement for more than the amount of the related liability.
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However, on the statement of comprehensive income, an entity may show the expense related to the liability net of the
reimbursement income. An entity should review its provisions at each balance sheet date and adjust them to its current
best estimate of the settlement amount. When it is no longer
probable that a settlement will occur, the entity should reverse
the provision.
2.270 An entity should not use a provision for expenditures,

other than those originally intended.
2.271 IAS 37 includes specific requirements for future op-

erating losses and onerous contracts. An entity should not
recognize a liability for future operating losses. When a contract becomes onerous, an entity should recognize a liability
and measure it in accordance with this standard. However,
before recognizing this liability, the entity should test any assets related to the contract for impairment and recognize an
impairment loss when necessary.
2.272 IAS 37 requires an entity to satisfy additional criteria

before recognizing provisions for a restructuring program. An
entity should have a detailed formal plan, and the plan must
include, at a minimum, the business concerned, affected locations, location, function, approximate number of employees
to receive compensation under the plan, planned expenditures, and timing of implementation. The entity should also
have created a valid expectation in the employees affected
either by announcing the plan or starting implementation.
An entity should not consider management or board decisions that occurred before the balance sheet date to be sufficient by themselves to create a constructive obligation and,
therefore, should not recognize restructuring provisions under those circumstances.
2.273 Only when there is a binding sales agreement should

an entity recognize a provision for the sale of an operation.
In addition, an entity should recognize provisions only for
direct expenditures required by the restructuring and not those
connected to continuing operations. For example, an entity
should not recognize provisions for retraining employees for
other positions in the entity, for marketing, or for acquisition
or development of new systems or technology.
U.S. GAAP
2.274

Unlike IFRSs, FASB ASC does not consolidate its
guidance on accounting for a wide variety of liabilities in
one topic. Recognition, measurement, and disclosure requirements are dispersed across many topics. In addition, unlike
IFRSs, FASB ASC provides transaction-specific guidance
on accounting for noncash payments, restructurings, foreclosures, unclaimed wages, deposits on returnable containers,
advance sales, dealer reserves, coupons and similar promotions, and energy trading contracts.

2.275

Although the accounting results may be similar,
the FASB ASC glossary and IFRSs definitions of, and approaches to, a contingency are different. IFRSs address the
issue from the perspective of asset or liability recognition on
the balance sheet, and FASB ASC 450, Contingencies, addresses the issue from the perspective of gain or loss recognition in the income statement. As defined by the FASB ASC
glossary, a contingency is an existing condition, situation, or
set of circumstances involving uncertainty concerning possible gain (gain contingency) or loss (loss contingency) to

239

an entity that will ultimately be resolved when one or more
future events occur or fail to occur.
2.276

FASB ASC 450-20-25-2 requires an entity to recognize an estimated loss from a loss contingency in income
only when the following two conditions are met:
• Information is available before the financial statements
are issued or are available to be issued indicating it is
probable that an asset has been impaired or liability
incurred as of the balance sheet date, with the implicit
understanding that it is probable that a future event(s)
will occur to confirm the loss, and the
• Amount of the loss can be reasonably estimated.
Despite the similarity in these conditions to those in IAS 37,
IFRSs recognize that financial statements deal with the financial position of an entity at the end of its reporting period and
not its possible position in the future. Therefore, under IFRSs,
a liability should not be recognized for costs that an entity
needs to incur to operate in the future. The only liabilities
that an entity should recognize in its statement of financial
position are those that exist at the end of the reporting period.
Additionally, the FASB ASC glossary defines probable as the
future event or events are likely to occur.

2.277 FASB ASC 450-20-50-5 also expresses a preference

for disclosure when the amount cannot be reasonably estimated. Like IFRSs, only expenditures related to the original
nature of a provision can be charged against it. Netting expenditures against a provision that was originally recognized for
another purpose would conceal the impact of two different
events.
2.278

In accordance with FASB ASC 450-20-05-5, when
one estimate within a range is better than others, an entity
should measure the loss and liability at that amount. When
no estimate is better than another, an entity should use the
minimum in the range, whereas IFRSs requires the entity to
use the midpoint.

2.279

Unlike IFRSs, FASB ASC 460-10-25-5 considers
warranties a contingency. Therefore, an entity should meet
the two conditions previously described before recognition
of a loss and related liability. FASB ASC 460-10 contains additional guidance concerning the items that an entity should
consider in order to meet the probability recognition criteria, including references to the entity’s own and others’ experience. FASB ASC also provides more specific guidance
for extended warranties and product maintenance contracts,
which are not discussed in IFRSs.

2.280

FASB ASC 450-30-25-1 usually does not permit
recognition of gain contingencies because to do so might be to
recognize revenue before its realization. Unlike IFRSs, FASB
ASC 450-30-50-1 does not contain a probability threshold
that should be met before disclosure.

2.281 FASB ASC 410, Asset Retirement and Environmental

Obligations, contains extensive guidance on accounting for
asset retirement obligations, including scope, recognition and
measurement rules, and disclosures that far exceed those in
IFRSs.
2.282 IAS 37 includes specific conditions that must be met

before an entity can recognize restructuring liabilities. FASB
ASC 420-10-25-1 refers to these liabilities as exit and disposal activities, and with the exception of one-time liabilities for employee termination benefits, FASB ASC 420-10
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requires an entity to recognize a liability in the period that the
liability is incurred, measured at fair value. When fair value
cannot be reasonably estimated, an entity should defer recognition until it can make a reasonable estimate. Paragraphs 2–
3 of FASB ASC 420-10-30 express a preference for quoted
market prices followed by present value techniques to make
the estimate; however, it does not preclude the use of other
techniques and computational shortcuts when consistent with
fair value measurements.
2.283 However, in the case of one-time employee termina-

tion benefits, FASB ASC 420-10-25-4 also requires an entity
to have in place an arrangement for these benefits. Paragraphs
4–10 explain that such an arrangement exists only when the
entity has communicated the arrangement to the affected employees and the date of the termination plan meets several
conditions, including management approval. Many are similar to the conditions in IAS 37. However, FASB ASC 42010-25 contains additional conditions that affect the timing of
measurement of the termination benefit liability, including a
minimum retention period not exceeding the legal notification period or, in its absence, 60 days. For example, when an
entity requires employees to render services until termination
in order to receive benefits and the retention period exceeds
the minimum, it recognizes the liability at the communication date but measures fair value as of the termination date.
In all other cases, the entity recognizes and measures the fair
value of the liability at the communication date. IFRSs do
not include this specific guidance.
2.284

Like IFRSs, FASB ASC 420-10-25-3 does not permit recognition of anticipated future operating losses because
such losses do not meet the definition of a liability. An entity
should recognize such losses only in the period in which they
occur.

Presentation
IFRSs
2.285

IAS 1 requires entities to present trade and other
payables and provisions to be a separate line item on the
balance sheet, disaggregated into their current and noncurrent
components.

2.286

IFRS 5 requires an entity to present separately liabilities associated with disposal groups classified as held for
sale and discontinued operations.
U.S. GAAP

2.287

U.S. GAAP has more specific guidance than IFRSs
on presentation of current liabilities. SEC guidance in Regulation S-X permits aggregation on the financial statements
and requires more disaggregated disclosures either on the
face of the financial statements or in the notes.

2.288 FASB ASC 210-20 contains similar criteria to IFRSs

permitting offsetting of assets and liabilities only when the
entity has both a legal right to settle net and the intention to
do so.
2.289

Under certain circumstances, FASB ASC 225-20
permits recognition of a loss contingency as an extraordinary item. IFRSs do not permit an entity to classify expenses
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or losses as an extraordinary item. However, IFRSs do not
prohibit the use of terms such as unusual or exceptional.
2.290

As noted previously, FASB ASC 450-30-50-1 does
not prohibit disclosure of a contingency that might result in
a gain, but it does state that an entity should exercise caution
so as not to mislead about the likelihood of realization.

2.291 FASB ASC 420-10-45-3 requires an entity to present

costs of exit, and disposal activities are to be presented in continuing operations, unless they are part of a discontinued operation. SEC guidance does not permit an entity to present such
charges outside of continuing operations, unless the costs are
incurred in a component of the business classified as a discontinued operation (that is, an entity should not present such
costs as either an extraordinary item or other expenses in what
is referred to as a two-step income statement).

Disclosure
IFRSs
2.292 For each class of provision, IAS 37 requires an entity

to disclose a description of the nature of the provision and
the expected timing of settlements. An entity should also discuss any uncertainties in these estimates, including major assumptions about future events. An entity should disclose the
amount of expected reimbursements, including any amount
recognized as an asset.
2.293

An entity should also provide reconciliations of
the beginning and ending balance for each class of provision. Changes in the provision should include the following
changes to the accounts: additions to, and increases in, provisions; charges against the provision; reversals; and unwinding
of the discount rate when provisions have been measured at
present value. Comparative information is not required.

2.294

Unless the possibility of an outflow is remote, an
entity should disclose a brief description of each class of
contingent liability. When practicable, this disclosure should
include an estimate of financial impact, a discussion of uncertainties relating to possible outflows, and the possibility
of reimbursement. Only when the probability of an inflow
of benefits is probable should an entity disclose information
about contingent assets and, when practicable, an estimate
of the expected financial impact. When the impracticability
exception is used, an entity should disclose that fact.

2.295

Finally, IAS 37 recognizes that disclosure of some
of the required information on contingent liabilities can have
a prejudicial effect on litigation or other disputes. In those
cases, the entity need not disclose all of the required information. However, the general nature of the contingency should
be disclosed and described, together with the reason why the
entity has not provided the remaining information.
U.S. GAAP

2.296 FASB ASC 210-10-45-5 requires an entity to present

the total amounts of current liabilities on a classified balance
sheet. An entity has considerable discretion concerning how
much disaggregation to present on the face of the statement or
in the notes. Regulation S-X contains requirements for disaggregating different types of obligations and classification as
current or noncurrent. As previously noted, Regulation S-X
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2.298

requires specific disaggregation of balance sheet line items
either on the face of the relevant financial statements or in the
notes.

When the asset retirement obligation is a loss contingency, an entity should disclose the same information that
it would disclose for all loss contingencies, including the nature of the contingency, the amount of any accruals, and the
reasons why an accrual has not been made, as described in
FASB ASC 450-20-50.

2.297

Several FASB ASC topics discuss asset retirement
costs and obligations: FASB ASC 360, FASB ASC 410-20,
and ASC 450. With respect to asset retirement obligations,
FASB ASC 410-20-50 includes required disclosures, and
FASB ASC 450-20-S99 includes recommended disclosures.
For example, an entity should disclose whether the liability
has been measured at present value and, if so, it should disclose information about the present value technique used, in
accordance with FASB ASC 820-10-50.

2.299 Like IFRSs, FASB ASC 420-10-50-1 requires an en-

tity to disclose a description of exit and disposal activities.
However, although it is likely that a restructuring would constitute a major class of provision, unlike FASB ASC, IFRSs
do not specifically require separate reconciliations of the major costs in a restructuring. FASB ASC 420-10-50-1 also
requires disclosure of information about these activities by
reportable operating segment and the line item(s) on the income statement that contains these costs.

Presentation and Disclosure
Excerpts—Continuing Application
Warranties
2.300

Alcatel-Lucent (Dec 2009)
CONSOLIDATED STATEMENTS OF FINANCIAL
POSITION (in part)
(In Millions of Euros)
Current Liabilities:
Provisions
Amounts due to customers on
construction contracts
(1)

Notes

December 31, 2009 (1)

December 31, 2009

December 31, 2008

December 31, 2007

(27)

2,878

2,008

2,424

2,566

(18)

95

66

188

407

Translation of amounts from euros into U.S. dollars has been made merely for the convenience of the reader at Noon Buying Rate of €1 =
$1,4332 on December 31, 2009.

NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (in part)
Note 2: Principal Uncertainties Regarding the Use of
Estimates (in part)
E/ Provision for warranty costs and other product
sales reserves
Provisions are recorded for (i) warranties given to customers
on Alcatel-Lucent products, (ii) expected losses at completion
and (iii) penalties incurred in the event of failure to meet contractual obligations. These provisions are calculated based on
historical return rates and warranty costs expensed as well as
on estimates. These provisions and subsequent changes to
the provisions are recorded in cost of sales either when revenue is recognized (provision for customer warranties) or, for
construction contracts, when revenue and expenses are recognized by reference to the stage of completion of the contract
activity. Costs and penalties ultimately paid can differ considerably from the amounts initially reserved and could therefore
have a significant impact on future results.
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(In Millions of Euros)
Product Sales Reserves
Related to construction contracts(1)
Related to other contracts(2)
Total
(1)
(2)

December 31, 2009

December 31, 2008

December 31, 2007

114
482
596

186
575
761

147
557
704

See Note 18, included in the amounts due to/from customers on construction contracts.
See Note 27.

Return of Aircraft, Onerous Contract,
Insurance and Litigation Provisions

NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (in part)

2.301

Note 2. Basis of Preparation and Summary of
Significant Accounting Policies (in part)

Gol Linhas Aéreas Inteligentes S.A.
(Dec 2009)

r) Provisions

CONSOLIDATED STATEMENTS OF FINANCIAL
POSITION AS OF DECEMBER 31, 2009 AND 2008,
(in part)
(In thousands of Brazilian Reais)

Non-Current Liabilities
Provisions
Current Liabilities
Provisions

Notes

2009

2008

18

76,834

157,310

18

66,259

165,287

For certain operating leases, the Company is contractually obligated to return aircraft in a defined condition. The Company
accrues for restitution costs related to aircraft held under operating leases at the time the asset does not meet the return
condition criteria throughout the duration of the lease.
Other provisions are recorded for probable losses and are
reviewed based on the development of lawsuits and the background of losses on labor and civil claims, based on the best
current estimate.
Provisions are recognized when the Company has a
present obligation (legal or constructive) as a result of a past
event, it is probable that an outflow of resources embodying
economic benefits will be required to settle the obligation and
a reliable estimate can be made of the amount of the obligation. Where the Company expects some or all of a provision
to be reimbursed, for example under an insurance contract,
the reimbursement is recognized as a separate asset when
the reimbursement is virtually certain. The expense relating
to any provision is presented in profit or loss net of any reimbursement. If the effect of the time value of money is material,
provisions are discounted using a current pre-tax rate that
reflects, where appropriate, the risks specific to the liability.
Where discounting is used, the increase in the provision due
to the passage of time is recognized as a finance cost.

Note 18. Provisions

At December 31, 2006
Recognized
Utilized
At December 31, 2007

Insurance
Provision
44,897
84,240
—
129,137

Return
of Aircraft
111,462
86,945
(66,581)
131,826

Onerous
Contracts
—
—
—
—

Litigation
5,715
109,962
—
115,677

Total
162,074
281,147
(66,581)
376,640

Recognized
Utilized
At December 31, 2008

10,272
—
139,409

102,615
(131,826)
102,615

8,250
—
8,250

—
(43,354)
72,323

121,137
(175,180)
322,597

Recognized
Utilized
Unused

—
(96,777)
—

13,113
(95,936)
—

2,080
—
—

13,000
(13,469)
(1,515)

28,193
(206,182)
(1,515)

At December 31, 2009
Current
Non-current

42,632
42,632
—

19,792
19,792
—

10,330
3,835
6,495

70,339
—
70,339

143,093
66,259
76,834
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Insurance Provision
Includes provisions related to the accident of an aircraft during
Gol Airlines Flight 1907 on September 29, 2006 and amounts
payable for aircraft insurance. Management takes out insurance coverage in amounts it considers necessary to cover any
claims, in view of the nature the Company’s assets and the
risks inherent in its operating activities, with due heed being
paid to the limits set in the lease agreements, in compliance
with provisions of the Law n◦ . 11,744/03.
The Company maintains insurance for the coverage of
these liabilities resulting from the claim. The payments for
the hull to the lessor were made by the insurance company.
Management does not expect any liabilities arising from the
accident involving Flight 1907 to have a material adverse effect on the financial position or results of its operations.
Return of Aircraft
Includes provisions for the maintenance costs to meet the
contractual return conditions on engines held under operating
leases.
Onerous Contract
As of December 31, 2009, the Company recorded a provision of R$10,330 being a total of R$3,835 classified in current liability and R$6,495 classified in non-current liability
(R$8,250 as of December 31, 2008 classified in current liability) for onerous operating lease contracts related to two nonoperating Boeing 767-300 aircrafts. The provision represents
the present value of the future lease payments that the Company is presently obligated to make under non-cancellable
onerous operating lease contracts, less revenue expected to
be earned on the lease, including estimated future sub-lease
revenue, where applicable. The estimate may vary as a result
of changes in the utilization of the leased premises and sublease arrangements where applicable. The term of the leases
range from 2 to 4 years.
Litigation
At December 31, 2009, the Company and its subsidiaries are
parties in judicial lawsuits and administrative proceedings, totaling 17,446 according to the following distribution: (i) 12,425
civil claims, being 1,257 administrative proceedings and (ii)
5,021 labor claims, being 97 administrative proceedings. As
a result of the Company’s normal course of operations, there
are respectively, 11,590 civil claims and 1,089 labor claims.
The remainder is related to requests for recognition of succession related by obligations from the former Varig S.A.
Provisions are recognized for probable losses and are reviewed based on the development of suits and the historical
record of loss of civil and labor suits, based on the best current estimate. The estimated obligations resulting from the
civil and labor suits are shown as follows:

Civil
Labor

2009
34,815
35,524
70,339

243

damage to baggage. On December 31, 2009, the judicial deposits relating to civil contingencies correspond to R$1,640
(R$1,605 on December 31, 2008).
The Company is also party in various labor claims which
consist mainly of discussions involving: overtime, hazardous
work premium, health exposure allowance and differences in
salary. On December 31, 2009, the judicial deposits relating
to labor contingencies correspond to R$25,145 (R$18,189 on
December 31, 2008).
As of December 31, 2009, there are other judicial lawsuits
evaluated by Management and its legal advisers as possible losses, at the estimated amount of R$54,823 for civil
claims and R$1,731 for labor claims for which no provision
was recorded (R$47,425 and R$1,731 as of December 31,
2008, respectively).
The Company is part of 4 labor claims in France arising
from Varig S.A. debts. As of December 31, 2009, there is no
indication of chances of success of said lawsuits, since the
respective judicial proceedings have not initiated yet. There
were no new developments with respect to the first hearing
held in December 2009 and was appointed the new date for
April 2010. The total amount involved was not accrued and is
approximately R$5,332 (corresponding to €2.1 million).
The Company is challenging in court the VAT (ICMS) levies
on aircraft and engines imported under aircraft leases without purchase options in transactions carried out with lessors
headquartered in foreign countries. The Company’s management understands that these transactions represent simple
leases in view of the contractual obligation to return the assets that are the subject of the contract. Given that there is
no circulation of goods, a relevant tax triggering event is not
characterized.
The estimated aggregate value of lawsuits filed is
R$210,164 at December 31, 2009 (R$201,760 at December
31, 2008), monetarily adjusted and not including charges in
arrears. Management, based on the assessment of the cases
by its legal advisors and supported by case laws favorable to
taxpayers from the High Court (STJ) and the Supreme Federal Court (STF) handed down in the second quarter of 2007,
understands that it is unlikely for the Company to have losses
on these lawsuits.
Although the results of these proceedings cannot be anticipated, the final judgment of these actions will not have a
material effect on the Company’s financial position, operating
income and cash flow, according to management’s opinion
supported by its outside legal advisors.

2008
20,898
51,425
72,323

The Company and its subsidiary VRG discuss various civil
lawsuits involving petitions, actions for damages in general
related to: flight delays, flight cancellations, baggage loss and
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Restructuring
2.302

Clariant Ltd. (Dec 2009)
CONSOLIDATED BALANCE SHEET (in part)
December 31, 2009 and 2008
31.12.2009

31.12.2008
CHF mn

Notes

CHF mn

%

Liabilities
Provision for non-current liabilities
Total non-current liabilities

17

241
2,390

39.2

191
2,100

35.3

Current liabilities
Provision for current liabilities
Total current liabilities

17

395
1,806

29.7

337
1,859

31.3

4,196

68.9

3,959

66.6

Total liabilities

NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (in part)

%

constructive because the Group created valid expectations
on the part of third parties by accepting certain responsibilities. To record such an obligation it must be probable that
an outflow of resources will be required to settle the obligation and a reliable estimate can be made for the amount of
the obligation. The amount recognized as a provision and the
indicated time range of the outflow of economic benefits are
the best estimate (most probable outcome) of the expenditure
required to settle the present obligation at the balance sheet
date. The non-current provisions are discounted if the impact
is material.

Note 1. Accounting Policies (in part)
1.22—Provisions
Provisions are recognized when the Group has a binding
present obligation. This may be either legal because it derives from a contract, legislation or other operation of law, or

Note 17. Movements in Provisions (in part)

−4
−86
−16

Total
Provisions
2009
528
566
—
—
—
−411
−73

Total
Provisions
2008
659
475
3
—1
—
−459
−76

–2
184

3
12
154

7
19
636

8
−81
528

117
47
164

166
18
184

75
79
154

395
241
636

337
191
528

117
33
5
9
164

166
13
5
—
184

75
29
6
44
154

395
121
48
72
636

337
66
53
72
528

Environmental
Provisions
124
11

Personnel
Provisions
121
187

Restructuring
Provisions
135
271

Other
Provisions
148
97

13
−19

—
−124
−24

−9
−182
−33

3
2
134

1
3
164

Of which
—Current portion
—Non-current portion
Total provision
Expected outflow of resources

37
97
134

Within one year
Between one and three years
Between three and five years
Over five years
Total provision

37
46
32
19
134

CHF mn
At January 1
Additions
Effect of acquisitions
Effect of disposals
Reclassifications
Amounts used
Unused amounts reversed
Changes due to the passage of time and
changes in discount rates
Exchange rate differences
At December 31
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Restructuring provisions. Restructuring provisions are established where there is a legal or constructive obligation for
the Group that will result in the outflow of economic resources.
The term restructuring refers to the activities that have as a
consequence staff redundancies and the shutdown of production lines or entire sites. The restructuring provisions newly
added in 2009 concern site closures and headcount reductions in various countries with the largest amounts incurred in
Germany, France, Spain, UK and Switzerland.

Note 33. Events Subsequent to the Balance Sheet
Date (in part)
Clariant decided to announce on February 16, 2010 the
closure of production facilities in Muttenz, Switzerland, and
Thane, India, pertaining to the divisions Textile, Leather, Paper and Pigments & Additives. The closures will lead to a reduction of 500 positions and restructuring and impairment expenses of up to CHF 150 million. This expense will be charged
to the income statement from 2010 onwards in line with the
requirements of IFRS.

Environmental Rehabilitation and
Decommissioning Provisions
2.303

Eastern Platinum Limited (Dec 2009)
CONSOLIDATED STATEMENTS OF FINANCIAL
POSITION (in part)
As at December 31, 2009 and 2008, and January 1, 2008
(Expressed in thousands of U.S. dollars)

245

tion of certain financial instruments. The Company’s principal
accounting policies are outlined below:
(q) Environmental Rehabilitation
The Company recognizes liabilities for statutory, contractual,
constructive or legal obligations associated with the retirement of property, plant and equipment, when those obligations result from the acquisition, construction, development
or normal operation of the assets. The net present value of
future rehabilitation cost estimates arising from the decommissioning of plant and other site preparation work is capitalized to mining assets along with a corresponding increase
in the rehabilitation provision in the period incurred. Discount
rates using a pre-tax rate that reflect the time value of money
are used to calculate the net present value. The rehabilitation
asset is depreciated on the same basis as mining assets.
The Company’s estimates of reclamation costs could
change as a result of changes in regulatory requirements, discount rates and assumptions regarding the amount and timing of the future expenditures. These changes are recorded
directly to mining assets with a corresponding entry to the rehabilitation provision. The Company’s estimates are reviewed
annually for changes in regulatory requirements, discount
rates, effects of inflation and changes in estimates.
Changes in the net present value, excluding changes in
the Company’s estimates of reclamation costs, are charged
to profit and loss for the period.
The net present value of restoration costs arising from subsequent site damage that is incurred on an ongoing basis
during production are charged to the income statement in the
period incurred.
The costs of rehabilitation projects that were included in the
rehabilitation provision are recorded against the provision as
incurred. The cost of ongoing current programs to prevent and
control pollution is charged against profit and loss as incurred.
(s) Provisions

Non-current
liabilities
Provision for
environmental
rehabilitation
Finance leases
Loans
Deferred tax
liabilities

Note

Dec. 31,
2009

Dec. 31,
2008
(Note 25)

Jan. 1,
2008
(Note 25)

14
12
13

8,152
2,850
—

5,598
3,014
—

6,224
5,057
3,322

15

42,491
77,338

35,614
84,823

150,032
192,187

NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (in part)
Years ended December 31, 2009 and 2008
(Expressed in thousands of U.S. dollars, except number of
shares and per share amounts)

Note 3. Summary of Significant Accounting Policies
(in part)

Provisions are recorded when a present legal or constructive
obligation exists as a result of past events where it is probable
that an outflow of resources embodying economic benefits will
be required to settle the obligation, and a reliable estimate of
the amount of the obligation can be made.
The amount recognized as a provision is the best estimate
of the consideration required to settle the present obligation
at the statement of financial position date, taking into account
the risks and uncertainties surrounding the obligation. Where
a provision is measured using the cash flows estimated to settle the present obligation, its carrying amount is the present
value of those cash flows. When some or all of the economic
benefits required to settle a provision are expected to be recovered from a third party, the receivable is recognized as an
asset if it is virtually certain that reimbursement will be received and the amount receivable can be measured reliably.
(v) Critical Accounting Estimates (in part)
Critical accounting estimates are estimates and assumptions
made by management that may result in material adjustments
to the carrying amount of assets and liabilities within the next
financial year.

The consolidated financial statements have been prepared
under the historical cost convention, except for the revalua-
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(ii) Rehabilitation Provision
The future value of the provision for environmental rehabilitation was determined using an inflation rate of 7.00% (December 31, 2008—5.78%) and an estimated life of mine of 18
years for Zandfontein and Maroelabult (December 31, 2008—
14 years), 1 year for Kennedy’s Vale (December 31, 2008—1
year) and 26 years for Spitzkop. A provision for environmental
rehabilitation was not recognized for Spitzkop as at December
31, 2008. The provision has been discounted to present value
at a discount rate of 8.39% (December 31, 2008—7.09%).

Note 10. Other Assets (in part)
Other assets consists of a money market fund investment that
is classified as available-for-sale and serves as security for a
guarantee issued to the Department of Minerals and Energy
of South Africa in respect of the environmental rehabilitation
liability (Note 14).

Note 14. Provision for Environmental Rehabilitation
Although the ultimate amount of the environmental rehabilitation provision is uncertain, the fair value of these obligations
is based on information currently available, including closure
plans and applicable regulations. Significant closure activities
include land rehabilitation, demolition of buildings and mine
facilities and other costs.
The liability for the environmental rehabilitation provision at
December 31, 2009 is approximately ZAR 60 million ($8,152).
The liability was determined using an inflation rate of 7.00%
(December 31, 2008—5.78%) and an estimated life of mine
of 18 years for Zandfontein and Maroelabult (December 31,
2008—14 years), 1 year for Kennedy’s Vale (December 31,
2008—1 year) and 26 years for Spitzkop. A provision for environmental rehabilitation was not recognized for Spitzkop as at
December 31, 2008. A discount rate of 8.39% was used (December 31, 2008—7.09%). A guarantee of $2,282 (December
31, 2008—$1,017) has been issued to the Department of Minerals and Energy (Note 10). The guarantee will be utilized to
cover expenses incurred to rehabilitate the mining area upon
closure of the mine. The undiscounted value of this liability is
approximately ZAR236.3 million ($31,885).
Changes to the environmental rehabilitation provision are
as follows:
Balance, January 1, 2008
Revision in estimates

$6,224
554

Interest expense (Note 19)
Foreign exchange movement
Balance, December 31, 2008

491
(1,671)
$5,598

Revision in estimates
Interest expense (Note 19)
Foreign exchange movement
Balance, December 31, 2009

629
443
1,482
$8,152

Provisions for Noise Reduction
and Expropriation
2.304

Flughafen Zürich AG (Dec 2009)
CONSOLIDATED BALANCE SHEET
(CHF 1,000)
Debentures and
non-current loans
Lease liabilities
Non-current provisions for
sound insulation and
formal expropriations
Deferred tax liabilities
Retirement benefit plans
Non-current liabilities

Notes

31.12.2009

31.12.2008

(15)
(15)

995,058
58,601

992,459
63,536

(16)
(18)
(20)

246,354
102,955
3,708
1,406,676

244,561
96,459
3,443
1,400,458

Accounting Policies
Provisions
Provisions are recognised when the entity has a present obligation as a result of a past event that occurred prior to the
balance sheet date, if an outflow of resources is probable and
the amount of the outflow can be estimated reliably. If the effect is significant, provisions are reported in the balance sheet
at their present value.
Provisions for the constructive obligation for sound insulation measures are recognised on the basis of the Environmental Protection Act as soon as they can be estimated
reliably.
Provisions for formal expropriations are recognised for
compensation payments as soon as these have been reliably
estimated on the basis’ of final-instance court rulings (see
“Intangible assets and goodwill”).
Aviation Aircraft Noise
All income and expenses associated with aircraft noise are
reported separately in this segment. Furthermore, a liquiditybased statement of noise-related data is presented in the
notes to the consolidated financial statements, since the Airport of Zurich Noise Fund was derecognised retrospectively
as of 1 January 2004. This statement presents the accumulated surplus or shortfall as of balance sheet date arising from
noise charges collected on a “user pays” basis, less expenses
for formal expropriations, sound insulation measures and related operating costs (see “Notes to consolidated financial
statements,” note 17, “Airport of Zurich Noise Fund”).

NOTES TO CONSOLIDATED FINANCIAL
STATEMENTS
Significant Estimates and Assumptions in the Application
of Accounting Policies

Note 5. Reporting of Noise-Related Costs
in the Financial Statements
The reporting of noise-related costs in the financial statements is a complex matter that involves significant assumptions and estimates concerning the capitalisation of such
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costs and the obligation to recognise provisions. This complexity is attributable to a large variety of relevant legal bases,
unclear or pending legal practice, and political debate.
Flughafen Zürich AG has received a total of around 19,000
noise-related claims for compensation. Approximately 2,600
cases are currently being examined by the Swiss Federal Assessments Commission. In the meantime rulings have been
received from the Swiss Federal Supreme Court on the 18
selected pilot cases in the municipality of Opfikon.
With respect to formal expropriations, the rulings on fundamental issues by the Supreme Court in the first half of 2008
enabled Flughafen Zürich AG to estimate the total costs for
the first time, in spite of the remaining uncertainty factors influencing the accuracy of this estimate.
Based on the fundamental issues on which the Supreme
Court has ruled to date, the reliably estimated noise-related
costs (“base case”) as of 30 June 2008 amount to a total of
759.8 million Swiss francs (including formal expropriations,
costs for sound insulation measures and all related operating costs). This means that the total estimated costs associated with formal expropriations were below the previously
disclosed potential costs (in the form of a risk assessment) of
between 800 million and 1.2 billion Swiss francs.
On 8 March 2006, Flughafen Zürich AG and the Canton
of Zurich signed a supplementary agreement to the merger
agreement dated 14 December 1999. The purpose of the supplementary agreement was to limit the risks for the company
associated with formal expropriations. Under this supplementary agreement, the Canton of Zurich would assume the prefinancing of all “old” noise-related liabilities in the event that,
upon payment of the first formal expropriations, the risk should
arise that the total estimated costs associated with aircraft
noise (formal expropriations, costs for sound insulation and all
related operating costs) could exceed 1.1 billion Swiss francs
(“threshold”) given a worst case scenario (“negative case”).
“Old” noise-related liabilities are liabilities that arose prior to
June 2001 up to which date the Canton of Zurich was holder
of the operating licence, therefore making it liable for such
claims in an external capacity. The threshold is subject to an
annual adjustment based on the development of the equity of
Flughafen Zürich AG. The threshold as of 31 December 2009
was higher than the original level of 1.1 billion Swiss francs,
but has no effect on the prefinancing provided by the Canton
of Zurich.
Since as of the middle of 2008, despite the estimate of
759.8 million Swiss francs stated above, the total estimated
noise-related costs exceeded the threshold of 1.1 billion Swiss
francs in the worst case (“negative case”), the prefinancing by
the Canton of Zurich for “old” noise-related liabilities entered
into effect on 30 June 2008 in accordance with the supplementary agreement. This was subject to the condition that the still
pending fundamental issues were decided against Flughafen
Zürich AG. In return for bearing the risk and for financing the
“old” noise-related liabilities, the Canton of Zurich received a
portion of the Airport of Zurich Noise Fund as of 30 June 2008
(115.4 million Swiss francs). This amount was recognised in
the consolidated financial statements as an intangible asset
arising from the right of formal expropriation and represents
a portion of the costs for “old” noise-related liabilities, which
since 1 July 2008 have been covered by the Canton of Zurich,
but until 30 June 2008 were financed by Flughafen Zürich AG
through revenue from collected noise charges. As a result of
the assumption of “old” noise-related liabilities by the Canton
of Zurich, Flughafen Zürich AG is no longer required to recognise a provision for these “old” noise-related liabilities.
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Based on the above estimates of noise-related costs and
the initiation of prefinancing by the Canton of Zurich, in the
consolidated financial statements as of 30 June 2008, the
amount of 125.5 million Swiss francs (present value) was
recognised as a provision for compensation of formal expropriations (nominal amount, 150.1 million Swiss francs).
This amount concerns the “new” noise-related liabilities of
Flughafen Zürich AG. The present value of the future payments was at the same time recognised as an intangible asset
from the right of formal expropriation.
From 1 July 2008, the developments cited above have the
following effects on the consolidated financial statements:
• Revenue from noise charges, reduced by a portion allocated to the Canton of Zurich (47 percent), will be recognised in the income statement.
• Compensation payments for formal expropriations concerning “new” noise-related liabilities will be charged
against the recognised provision.
• The intangible asset from the right of formal expropriations will be amortised using the straight-line method
over the remaining duration of the operating licence (i.e.
until May 2051).
• The unwinding of the discount on provisions for formal
expropriations will be recognised in the same way as
the unwinding of the discount on provisions for sound
insulation measures.
• As before, noise-related operating costs will be borne in
full by Flughafen Zürich AG and charged to the Airport
of Zurich Noise Fund.
• As before, payments for sound insulation measures will
be charged against the already recognised provision.
On 26 May 2009 the Federal Administrative Court corrected
a decision by the Federal Assessments Commission of 17
December 2007 that had set the date for the foreseeability
of an eastern approach as 1 January 1961. The Federal Administrative Court changed this date to 23 May 2000. After a
detailed examination, Flughafen Zürich AG decided to appeal
this decision to the Federal Supreme Court.
Based on the rulings pronounced to date by the Federal
Supreme Court concerning fundamental issues, Flughafen
Zürich AG is abiding by its original estimate of 30 June 2008
concerning total noise-related costs in the amount of 759.8
million Swiss francs. This estimate was based on a variety
of assumptions, such as pending legal issues without a lastinstance ruling. The date of the foreseeability of the eastern
approach was another of these assumptions. As of the balance sheet date, Flughafen Zürich AG had recognised costs
for formal expropriations amounting to 233.3 million Swiss
francs and had recognised provisions for formal expropriations of 130.8 million Swiss francs and provisions for pending
sound insulation costs of 115.6 million Swiss francs.
If, on the basis of future legal practice, total noise-related
costs in the worst case (“negative case”) should ultimately be
below the applicable threshold, the Canton of Zurich would no
longer be required under the supplementary agreement of 8
March 2006 to assume the prefinancing of the “old” noiserelated liabilities. In this case, Flughafen Zürich AG would
assume the still unpaid “old” noise-related liabilities and in
return would receive back the Canton of Zurich’s corresponding share of the assets from the Airport of Zurich Noise Fund
(“reversal”). As of that date the splitting of noise charges would
also no longer apply. At that point in time Flughafen Zürich AG
would make a current estimate of the total outstanding noiserelated liabilities and make adjustments to the noise-related
costs on both the asset and liability sides of the balance sheet.
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Depending on future and final-instance legal judgements,
especially with respect to the area to the south, the “new”
noise-related liabilities in future may also be subject to substantial adjustments, which would also require corrections in
the noise-related costs recognised as assets and liabilities in
the balance sheet. In this case, prefinancing by the Canton of
Zurich and the split of noise charges would presumably continue to apply. At the present time, it is not possible to reliably
estimate the total costs to capitalise as intangible assets from
the right of formal expropriation, the amortisation period or
the corresponding provision.

Note 7. Changes in Non-Current Assets (in part)

(CHF Million)
Cost
Balance as of
1.1.2009
Change in scope of
consolidation
Additions
Disposals
Reclassification
Transfers
Adjustments to fair
value
Foreign exchange
differences
Balance as of
31.12.2009
Depreciation
amortisation and
impairment
losses
Balance sheet as
of 1.1.2009
Additions
Transfers
Disposals
Balance as of
31.12.2009
Government
subsidies and
grants
Balance as of
31.12.2007
Disposals
Balance as of
31.12.2008
Disposals
Balance as of
31.12.2009
Net carrying
amount as of
31.12.2007
Net carrying
amount as of
31.12.2008
Net carrying
amount as of
31.12.2009

Land

Engineering
Structures

109.5

1,348.8

Buildings

Facilities
in
Leasing

Projects
in
Progress

Movables

Total
Property,
Plant and
Equipment

3,665.2

91.6

93.5

227.9

5,536.5

−6.5
18.1

0.0
181.4
−127.4
0.0
−1.8

−0.2

−120.7

181.4
−0.1

23.3

36.0

−79.2

Intangible
Asset from
Right of
Formal
Expropriation

Other
Intangible
Assets

Investments
in
Associates

NonCurrent
Financial
Assets of
Airport of
Zurich
Noise
Fund

241.8

71.0

15.6

73.0

74.6

−1.4

−2.1
12.3
−13.2

Other
Financial
Assets

Total

1.1

5,938.9

−1.1

−3.2
268.3
−142.0
−49.1
0.0

−49.1

1.8
−0.6

0.0
0.0

−0.6

3.4

3.4

109.5

1,371.9

3,580.5

91.6

195.6

239.5

5,588.6

241.8

71.4

16.0

97.9

0.0

6,015.7

0.0

589.4
39.9

2,028.6
114.2

29.2
5.9

0.1

136.1
19.2

2.8
5.6

61.5
5.0

7.6
−4.8

0.0

0.0

−0.2

−119.2

−5.9

2,783.5
179.2
0.0
−125.3

−1.4

−2.4

2,855.4
185.0
0.0
−129.1

0.0

629.1

2,023.6

35.1

0.1

149.4

2,837.4

8.4

65.1

0.4

0.0

0.0

2,911.3

0.0

0.1
−0.1

5.4
−0.7

0.0

0.0

0.0

5.6
−0.7

0.0

0.0

0.0

0.0

0.0

5.6
−0.7

0.0

0.1
−0.0

4.8
−0.7

0.0

0.0

0.0

4.9
−0.7

0.0

0.0

0.0

0.0

0.0

4.9
−0.7

0.0

0.1

4.1

0.0

0.0

0.0

4.2

0.0

0.0

0.0

0.0

0.0

4.2

112.2

692.6

1,626.3

68.1

103.5

83.7

2,686.4

0.2

12.7

17.4

126.1

0.3

2,843.0

109.5

759.2

1,631.8

62.3

93.4

91.8

2,748.1

239.0

9.5

8.0

73.0

1.1

3,078.7

109.5

742.7

1,552.8

56.5

195.5

90.1

2,747.1

233.4

6.3

15.6

97.9

0.0

3,100.3

Note: when adding up rounded-up or rounded-down sums, it is possible that minor discrepancies may occur.
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Intangible Asset From Right of Formal Expropriation
With the award of the operating licence, Flughafen Zürich AG
was also granted a right of formal expropriation of property
owners exposed to aircraft noise. This right of formal expropriation was granted on condition that the airport operator bears
the costs associated with compensation payments. This right
is capitalised as an intangible asset. Capitalisation takes place
at the time at which the probable total costs can be estimated
based on final-instance court rulings, so that the cost can be
reliably estimated in accordance with IAS 38.21.
At the same time as an intangible asset from the right of
formal expropriation was recognised in the amount of 125.5
million Swiss francs (present value of the expected future
payments), an equal amount was recognised as a provision
(see note 16, “Non-current provisions for sound insulation
and formal expropriations”). In addition, the portion of the Airport of Zurich Noise Fund amounting to 115.4 million Swiss
francs, which in accordance with the supplementary agreement dated 8 March 2006 was transferred to the Canton of
Zurich (see note 17, “Airport of Zurich Noise Fund”), was also
capitalised as an intangible asset from the right of formal expropriation. This amount represents a portion of the costs
for “old” noise-related liabilities, which are processed by the
Canton of Zurich with effect from 1 July 2008, but which until
30 June 2008 were already financed by Flughafen Zürich AG
through collected revenue from noise charges.
The intangible asset from right of expropriation is amortised
using the straight-line method over the remaining duration of
the operating licence (i.e. until May 2051).

Note 16. Non-Current Provisions for Sound Insulation
and Formal Expropriations
(CHF 1,000)
Provisions as of
31 December 2007
Provision used(1)
Provision reversed
Provision made
Unwinding of discount
Provisions as of
31 December 2008
Provision used(1)
Provision reversed
Provision made
Unwinding of discount
Provisions as of
31 December 2009
(1)

Sound
Insulation

Formal
Expropriations

Total

123,226
−9,303
0
0
4,871

240
−881
0
126,149
259

123,466
−10,184
0
126,149
5,130

118,794
−6,033
0
0
2,795

125,767
0
0
0
5,031

244,561
−6,033
0
0
7,826

115,556

130,798

246,354

The amount paid for formal expropriations only includes effective
payments of compensation, and excludes other associated external costs in accordance with the regulations of the Airport of
Zurich Noise Fund (see note 17, “Airport Zurich Noise Fund”).

Provisions for Sound Insulation Costs
Flughafen Zürich AG has effectively committed itself to bearing approximately 240.0 million Swiss francs in costs for sound
insulation measures, some of which have already been carried out and others which have been announced. As of the
balance sheet date, a total of 107.7 million Swiss francs had
been paid. The remaining amount is stated at the present
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value in the breakdown of provisions shown above. The discount rate is 4 percent.
Provisions for Formal Expropriations
Based on the fundamental issues on which the Supreme
Court has ruled to date, and taking account of the prefinancing by the Canton of Zurich (see “Significant estimates and
assumptions in the application of accounting policies,” point
5, pages 96 and 97), as of the balance sheet date a total of
130.8 million Swiss francs was recognised as a provision for
“new” noise-related liabilities (nominal amount, 150.1 million
Swiss francs). This amount takes account of the last-instance
court rulings made to date in the various regions around the
airport. Here, too, the discount rate is 4 percent. This provision is based on the recognition of an intangible asset from
right of formal expropriation.
With the assumption of the “old” noise-related liabilities by
the Canton of Zurich in accordance with the prefinancing solution, the company is no longer required to recognise a provision for these “old” noise related liabilities.

Note 17. Airport of Zurich Noise Fund
Flughafen Zürich AG refinances all the costs relating to aircraft
noise through special noise charges based on the principle of
“user pays.” In the interest of transparency, costs and income
generated in connection with aircraft noise are recognised
in a special statement for the Airport of Zurich Noise Fund.
The Airport of Zurich Noise Fund is a liquidity-based fund.
The statement for the fund presents the accumulated surplus or shortfall as of balance sheet date arising from noise
charges, less expenses for formal expropriations, sound insulation measures and noise-related operating costs. Its presentation is independent of the accounting policies. The key
figures from the fund statement are shown in the table below.
In the event that the fund statement should show an accumulated income surplus, the liquid funds of the Airport of
Zurich Noise Fund will be invested separately in financial
assets and cash equivalents. These funds are managed by
professional investment institutions on the basis of a conservative, money-market-oriented investment strategy, and income resulting from the investments is credited to the fund
statement.
In the event that, over a certain timeframe, the accumulated costs should be higher than the accumulated income
(i.e. a financing gap should arise), Flughafen Zürich AG has
access to a committed credit line in the amount of 200 million Swiss francs. This credit facility is intended solely for the
purpose of covering any such financing gap. and is available
until 2015. The costs relating to the provision of this credit line
are charged to the fund statement and shown under operating
costs. Any future costs arising in association with the bridging
of a financing gap will be charged to the fund statement.
Due to the fact that the amount of 115.4 million Swiss francs
was transferred to the Canton of Zurich on 1 July 2008 within
the scope of the agreed prefinancing solution (see “Significant
estimates and assumptions in the application of accounting
policies,” point 5, pages 96 and 97) and that the Canton also
receives a portion of the collected revenue from noise charges
as of this date, the balance of the Airport of Zurich Noise Fund
as of 31 December 2009 concerns the “new” noise-related
liabilities of Flughafen Zürich AG.
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The detailed fund statement is disclosed to a committee comprising representatives of Zurich Airport and the relevant authorities. The regulations of the Airport of Zurich
Noise Fund plus other information (including an overview
of investments) may be downloaded from the following web
site: www.unique.ch/aznf (from 15 April 2010, www.zurichairport.com/aznf).
The situation of the fund for Flughafen Zürich AG is as
follows:
(CHF 1,000)
Airport of Zurich Noise Fund as of 1 January
Split as of 1 July 2008(1)
Revenue from noise charges(2)
Costs for sound insulation and other
measures
Costs for formal expropriations(3)
Net result before operating costs and
financial result
Noise-related operating costs
Interest income from assets of Airport of
Zurich Noise Fund
Adjustments to fair value of
available-for-sale securities
Write-off of financial assets(4)
Airport of Zurich Noise Fund as of 31
December
(1)
(2)
(3)

(4)

Author’s Note

−6,033
−767

−9,303
−1,514

NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (in part)

186,891
−4,667

167,873
−4,331

Note 1. Accounting Policies (in part)

3,377

7,727

−24
−128

4,396
−14,070

185,449

161,595

31.12.2009

31.12.2008

7,013

22,374

80,334

65,823

97,922

72,965

180

433

185,449

161,595

For accounting reasons, an accural towards Flughafen Zürich AG
arises as of balance sheet date. This is compensated in the month
following, so the balance of liquid funds is restored.

IFRS ATT 2.305

British Sky Broadcasting Group plc
(Jun 2009)

2008
248,564
−115,400
45,526

Summary of assets invested for the Airport of Zurich Noise
Fund:

(1)

2.305

2009
161,595
0
32,096

Transfer of a portion of Airport of Zurich Noise Fund to the Canton
of Zurich in accordance with the agreed prefinancing solution.
Excluding the proportion of collected revenue from noise charges
for the Canton of Zurich as of 1 July 2008.
ln addition to compensation payments for formal expropriations,
this amount includes other associated external costs (in accordance with regulations of the Airport of Zurich Noise Fund; see
note 16 “Non-current provisions for sound insulation and formal
expropriations”).
Including write-off in 2008 of Sigma Finance Corp. (11.4 million
Swiss francs).

(CHF 1,000)
Cash equivalents (see note 13, “Cash
and cash equivalents”)
Current available-for-sale securities
(see note 8, “Financial assets of
Airport of Zurich Noise Fund”)
Non-current available-for-sale
securities (see note 8, “Financial
assets of Airport of Zurich Noise
Fund”)
Accrued asset/(liability) towards
Flughafen Zürich AG(1)
Total assets invested for Airport of
Zurich Noise Fund

Disclosure—Contingent Liability and
Contingent Asset

British Sky Broadcasting’s financial statements may
not fully reflect the requirements of IAS 1 revised because its fiscal year end is June 30. It was not required
to and did not early adopt the revised standard.

British Sky Broadcasting Group plc (the “Company”) is a limited liability company incorporated in England and Wales, and
domiciled in the United Kingdom (“UK”). The consolidated financial statements include the Company and its subsidiaries
(together, the “Group”) and its interests in associates and
jointly-controlled entities.

Note 27. Contracted Commitments, Contingencies
and Guarantees (in part)
For the avoidance of doubt, any foreign currency commitments are translated to pounds sterling at the rate prevailing
on 30 June 2009.
b) Contingent Assets
The Group has served a claim for a material amount against
EDS (an information and technology solutions provider) which
provided services to the Group as part of the Group’s investment in customer management systems software and infrastructure. The amount which may be recovered by the Group
will not be finally determined until resolution of the claim.
c) Contingent Liabilities and Guarantees
On 7 May 2008 the Nomenclature Committee of the European
Commission issued an Explanatory Note “EN” (0590/2007) to
the Combined Nomenclature setting out their view that set-top
boxes with a hard drive should be classified under Customs
Tariff heading 8521 90 00 and so subject to a 13.9% ad valorem duty on importation to the EU. As a consequence the
Group is exposed to potential retrospective Customs Duty liability in respect of such set-top boxes imported by Amstrad
(acquired in September 2007) and for the reimbursement of
certain suppliers in line with the terms of contractual supply
agreements.
Management’s opinion is that the retrospective application
of the Explanatory Note would be wrong as a matter of law. In
addition management considers that the adoption of the EN
puts the EU in breach of the Information Technology Agreement of 1996, a view which is shared by the US, Japan, Singapore and Taiwan who have instigated WTO proceedings
against the EU on this matter. The Group therefore is, in common with other affected importers, defending its position on
this matter and consequently has lodged an appeal to the VAT
& Duties Tribunal regarding classification of these products.
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This matter has been referred by the Tribunal to the European Court of Justice. The Group has also lodged an appeal
with HMRC against the assessment for retrospective duty.
As a result of the potential remedies available under the
Community Customs Code, the Group considers that in the
event that an assessment is made for import duty relating to
imports prior to 7 May 2008, it is probable that no outflow of
economic benefit would be required to discharge this obligation, and that as such at 30 June 2009 any liability should be
considered contingent.
Certain subsidiaries of the Company have agreed to provide additional funding to several of their investments in limited
and unlimited companies and partnerships, in accordance
with funding agreements. Payment of this additional funding
would be required if requested by the investees in accordance
with the funding agreements. The maximum potential amount
of future payments which may be required to be made by the
subsidiaries of the Company to their investments, in both limited and unlimited companies and partnerships under the undertakings and additional funding agreements, is £6 million
(2008: £11 million).
The Group has guarantees in place relating to the Group’s
borrowings, see note 22 - Borrowings and non-current other
payables.

Reimbursement Asset for Environmental
Costs
2.306

Syngenta AG (Dec 2009)
CONSOLIDATED BALANCE SHEET (in part)
(At December 31, 2009 and 2008)
(US$ Million, Except Share Amounts)
Assets
Non-current assets:
Property, plant and equipment
Intangible assets
Deferred tax assets
Defined benefit pension asset
Derivative financial assets
Other non-current financial assets
Total non-current assets
Total assets

Notes

2009

2008

12
13
7
22
28
14

2,738
3,102
660
679
248
375
7,802
16,696

2,188
3,083
514
628
152
399
6,964
14,584

NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (in part)
Note 2. Accounting Policies (in part)
Environmental Provisions
Remediation of environmental damage at sites with which
Syngenta is associated typically takes a long time to complete due to the substantial amount of planning and regulatory approvals normally required before remediation activities
can begin. The assumptions used by Syngenta to estimate
its environmental provisions may change significantly before
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or during the remediation period due to changes in the extent
of remediation required or the method used to remediate the
damage. The environmental provisions can therefore change
significantly, particularly where there is a major change in
environmental legislation in a country where Syngenta has
significant manufacturing assets. Currently, Syngenta’s most
significant manufacturing assets are located in Switzerland,
the UK, and the USA. Because of the inherent uncertainties
in estimating such long-term future obligations, Syngenta periodically supplements its internal expertise with external expertise when determining environmental provisions.
Increases in or releases of environmental provisions may
be necessary whenever new developments occur or additional information becomes available after the financial statements are published. The movements in environmental provisions are set out in Note 19 below. Environmental remediation costs incurred at certain sites may be recoverable from
former owners of those sites under warranties obtained by
Syngenta when it purchased the sites. IAS 37 establishes
that reimbursements of provisions are to be recognized only
when they are virtually certain to be received. No reimbursements are recognized if the third parties are disputing the
reimbursement.
Details of reimbursements recorded by Syngenta are given
in Note 19 below. The litigation associated with reimbursements claimed by Syngenta in relation to environmental costs
incurred at its Greens Bayou site was settled during 2008. As
a result, Syngenta has recorded an additional reimbursement
asset of US$15 million at December 31, 2009 (2008: US$35
million) and payments due to Syngenta have been received
to date.
In 2009, the total additional charge to environmental provisions was US$14 million (2008: US$34 million). US$20 million
(2008: US$11 million) of unutilized provisions were released,
including US$5 million (2008: US$nil) on settlement of litigation related to a closed site and US$11 million (2008: US$2
million) because expenditures at one site were met directly
by a joint venture. Syngenta will itself meet its share of future
expenditures at this latter site. In 2007, an additional provision of US$87 million was recorded, largely relating to certain
third party sites with shared liability. There was no further material change to the provision for these shared sites in 2008 or
2009. Recent proposals have been made suggesting remediation of the existing contamination on these shared sites in
preference to monitoring and containment. Syngenta will negotiate the proposals with the relevant authorities but the final
adopted solution is subject to regulatory uncertainty and the
ultimate liability may be higher or lower than the amount provided. Taken together, the provisions at December 31, 2009,
for these shared sites comprise approximately 20% of total
environmental provisions of US$405 million (2008: US$440
million). The top ten exposures at the end of 2009 which
cover sites in the USA, Switzerland and the UK, comprise
approximately 75% of the total environmental provisions. In
the opinion of management, reasonably possible increases
in the provisions which represent Syngenta’s responsibility for
expenditures at these sites collectively would not exceed 40%
of the total environmental provision recognized at December
31, 2009.
At Syngenta’s Monthey, Switzerland, production site, planning has commenced for the activities needed to remediate groundwater and soil contamination that exists under
and around the site, including control and monitoring activities. The responsibility for these activities lies with Syngenta
and one other chemical enterprise. In management’s opinion,
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based on the current plans, Syngenta’s environmental provisions are adequate to cover Syngenta’s share of the expected
costs to perform this remediation.

for all employee benefits in accordance with IAS 19, except
those to which IFRS 2, Share-based Payment, applies.

Note 19. Provisions (in part)

ployee benefits under agreements with individual or groups
of employees, legislative requirements or industry arrangements, or informal arrangements that give rise to constructive
obligations. Constructive obligations are defined as those in
which an entity indicates to other parties by its past actions,
published policy, or current statements that it will accept certain responsibilities and, hence, creates a valid expectation in
affected parties that those responsibilities will be discharged.
For example, an entity can have a constructive obligation for
an employee benefit when it has always given its employees
a set amount of money as a holiday bonus, even though it has
no legal or contractual obligation to do so.

Provisions at December 31, 2009 and 2008 are as follows:
(US$ Million)
Restructuring provisions
Employee benefits:
Pensions (Note 22)
Other post-retirement benefits (Note 22)
Other long-term employee benefits
Environmental provisions (Note 25)
Provisions for legal and product liability
settlements (Note 25)
Other provisions
Total
Current Portion of:
Restructuring provisions
Employee benefits
Environmental provisions
Provisions for legal and product liability
settlements
Other provisions
Total current provisions

2.308 IAS 19 recognizes that an entity can provide em-

2009
44

2008
102

159
41
59
405

147
32
50
432

196
129
1,033

199
129
1,091

26
16
48

70
16
59

14
50
154

15
10
170

879

921

1,033

1,091

2.310 Unless another IFRS permits an amount to be in-

The timing of payment in respect of non-current provisions
is, with few exceptions, not contractually fixed and cannot be
estimated with certainty. Key assumptions and sources of estimation uncertainty are discussed in Note 2.
In some cases Syngenta will seek reimbursement, most
commonly in relation to environmental issues where contamination may have been caused when a manufacturing site was
under previous ownership. Syngenta has recognized a receivable for the reimbursement when recovery is judged to be virtually certain. At December 31, 2009, Syngenta recognized
US$41 million (2008: US$40 million) in “Other non-current
financial assets” in respect of expected reimbursements.

cluded in the cost of an asset, IAS 19 requires an entity to
recognize a liability for the undiscounted amount of shortterm benefits it expects to pay for employee services, after
deducting amounts already paid, and a corresponding expense in profit or loss. When amounts already paid exceed the
undiscounted amount of the benefits, the entity should recognize an asset (prepaid expense). Short-term benefits include
salaries and wages; Social Security contributions; paid sick
leave or vacation leave (short-term compensating absences);
profit sharing and bonuses payable within 12 months after
the end of the period that the employee rendered service; and
nonmonetary benefits, such as medical care, cars, and free or
subsidized goods.

Total non-current provisions
Total

2.309 IAS 19 establishes separate requirements for four

types of employee benefits: short-term benefits, long-term
benefits, postemployment benefits, and termination benefits.
Employee benefits include those provided directly to employees, their spouses or dependents, or others (for example,
insurance companies). Employees include personnel providing services to an entity on a full-time, part-time, permanent,
casual, or temporary basis and also include directors and other
management personnel.

Recognition and Measurement
IFRSs

2.311 With respect to short-term compensating absences,

IAS 19
IFRIC 14, IAS 19—THE LIMIT ON A
DEFINED BENEFIT ASSET, MINIMUM
FUNDING REQUIREMENTS AND
THEIR INTERACTION

an entity should recognize a liability for the expected cost.
When compensating absences can be accumulated (that is,
the employee’s entitlement can be carried forward to future
periods), the entity recognizes the expected cost when service increases the employee’s entitlement to the benefit. Otherwise, the entity should recognize the expected cost when
the absence occurs. An entity should measure the expected
cost of accumulating compensating absences as the additional
amount it expects to pay as a result of the entitlement carried
forward to the next period.
2.312 An entity should recognize the expected cost of profit

IFRSs Overview and Comparison
to U.S. GAAP
2.307 Employee benefits, as defined in IAS 19, Employee

Benefits, are all forms of consideration given by an entity for
services rendered by its employees. An entity should account

IFRS ATT 2.307

sharing and bonus plans when it has a present legal or constructive obligation to make payments as a result of past
events and it can make a reliable estimate of its liability.
An entity has a present obligation when it has no realistic
alternative but to make the payments. Estimates should take
into account the fact that some employees may leave without
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receiving a bonus. An entity should include any payments
due beyond 12 months with long-term employee benefits.
2.313 Postemployment benefits include pensions and other

benefits, such as insurance and medical care. IAS 19 establishes the requirements for accounting for both defined
contribution and defined benefit postemployment benefit
plans. Defined contribution plans are defined as those in
which the entity’s legal or constructive obligation is limited to
the agreed contributions to the plan; therefore, the employee
bears the actuarial risk that benefits will be less than expected
and investment risk that the assets will be insufficient to meet
the expected benefits. All other plans are considered defined
benefit plans for the purposes of accounting in accordance
with IAS 19.
2.314 For defined contribution plans, an entity should rec-

ognize liabilities for contributions payable in exchange for
employee service and a corresponding expense in profit or
loss, unless appropriately included in the cost of another asset. When payments exceed the liability, an entity should
recognize an asset (prepaid expense) for the excess. An entity should discount contributions payable beyond 12 months
and, in most circumstances, should use a discount rate determined by reference to market yields on high-quality corporate
bonds, with consistent currency and estimated maturity.
Author’s Note
IAS 19 currently requires the use of government bond
rates to determine the discount rate for employee benefit obligations when the corporate bond market is not
deep. In August 2009, the IASB issued an exposure
draft, Discount Rate for Employee Benefits, which proposes eliminating this alternative. However, in October 2009, the IASB decided not to proceed with this
amendment.
2.315 Accounting for defined benefit plans under IAS 19

is more complex than that for defined contribution plans. To
determine the amount of a liability and the associated expense
to recognize in the current period, an entity should take the
following steps, separately, for each defined benefit plan:
a. Use actuarial techniques to reliably estimate the amount
of the benefit earned.
b. Discount the benefit using the projected unit credit
method to determine the present value of the defined
benefit obligation.
c. Determine the fair value of any plan assets.
d. Determine the total amount of actuarial gains and losses
and the amount to be recognized in the current period.
e. Determine any past service cost resulting from the introduction of a new plan or change to an existing plan.
f. Determine the resulting gain or loss from a plan curtailment or settlement.
2.316 An entity should apply the requirements of IAS 19 not

only to its legal obligations but also to its constructive obligations, with the understanding that a constructive obligation
exists when failure to pay benefits would result in unacceptable damage to an entity’s relationship with employees.
2.317 An entity should recognize a net defined benefit obli-

gation as the present value of the defined benefit obligation
(calculated as described previously) adjusted by the following amounts:
• Net unrecognized actuarial gains (or losses)
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• Unrecognized past service cost
• Fair value of the plan assets available to settle the

liability
2.318 An entity should determine the present value of the

defined benefit obligation and fair value of the plan assets
with sufficient regularity so that amounts recognized are not
materially different from those that it would determine at the
balance sheet date.
2.319 An entity should not recognize a defined benefit asset

at an amount more than the present value of economic benefits
available in the form of refunds or reductions in future contributions (asset ceiling). IAS 19 includes specific requirements
for recognition of any gains or losses that might result from
application of this constraint. IFRIC 14, IAS 19—The Limit
on a Defined Benefit Asset, Minimum Funding Requirements
and their Interaction, provides guidance on the recognition of
an entity’s right to a refund or contribution reduction, as well
as how a minimum funding requirement affects the availability of reductions in future contributions and might give rise
to a liability.
2.320 Except to the extent that it may be included in the

cost of an asset, an entity should recognize the net total of
the following amounts as an expense in profit or loss:
• Service cost
• Interest cost
• Expected return on plan assets and any reimbursement
rights
• Actuarial gains or losses, if any (subsequently
described)
• Past service cost
• Effect of any curtailments or settlements
• Effect of the asset ceiling
2.321 IAS 19 gives an entity two alternatives for recogniz-

ing the effects of actuarial gains and losses in profit or loss.
An entity may recognize only a portion of actuarial gains and
losses in profit or loss using the corridor method. An entity
should apply the corridor method separately to each plan to
amortize unrecognized actuarial gains or losses to profit or
loss. To determine the amount to be included in expense using
the corridor method, an entity takes the following steps:
a. Determine the amount by which the net cumulative
unrecognized actuarial gains and losses exceed the
greater of 10 percent of the present value of the defined
benefit obligation and 10 percent of the fair value of
the plan assets. (If this amount is zero or negative, no
expense is recognized.)
b. Divide the excess, if any, by the expected average remaining working lives of plan participants and recognize this amount as an expense. (If there is no excess,
no expense is recognized.)
2.322 Alternatively, an entity may use another system-

atic method of amortizing unrecognized actuarial gains and
losses as long as the selected method recognizes these gains
and losses faster than the corridor method. When an entity
chooses to recognize all actuarial gains and losses on all its
defined benefit plans in the period in which they occur, it
should recognize them in other comprehensive income. When
so recognized, these actuarial gains and losses will never affect profit or loss in the future.
2.323 Multiemployer plans (that is, asset pools from con-

tributions by entities that are not under common control to
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be used to provide benefits to employees of more than one
entity) can be either defined contribution or defined benefit
plans. When these plans are defined benefit plans, an entity
should apply defined benefit plan accounting in accordance
with IAS 19, unless insufficient information is available. In
the latter case, the entity should apply defined contribution
accounting and make additional disclosures. An entity should
account for state plans (established by legislation for all entities or all entities in a particular category) as if the plans were
multiemployer plans.
2.324 When the risks of a defined benefit plan are shared

among entities under common control, the plan is not considered to be a multiemployer plan. An entity participating
in such a plan should not claim it does not have sufficient
information to apply defined benefit plan accounting. IAS
19 provides guidance about how the individual entity should
account for its participation in these plans in its separate financial statements. In addition, participation in these plans is
considered a related party transaction and additional disclosures are required, in accordance with IAS 24, Related Party
Disclosures.
2.325 An entity should treat insured benefits as defined con-

tribution plans, unless it has a remaining legal or constructive
obligation to pay benefits or further amounts if the insurer
does not pay. An entity should account for any remaining
legal or constructive obligation as a defined benefit plan.
2.326 An entity might offer other types of long-term em-

ployee benefits, such as sabbaticals, housing, disability benefits, or deferred compensation. An entity should recognize
and measure the liability and related expense for these benefits in a manner similar to that for postemployment benefit
obligations except that it recognizes any actuarial gains and
losses and past service cost immediately in profit or loss.
2.327 An entity should recognize termination benefits as a

liability and expense when the entity is demonstrably committed to terminate employment before normal retirement or
to provide such benefits due to an offer encouraging voluntary
termination. IAS 19 states that an entity is only demonstrably
committed when it has a detailed formal plan for termination,
with no realistic possibility of withdrawing. IAS 19 requires
an entity to include specific items in such a plan (for example, termination benefits by job category). An entity should
measure termination benefits due within 12 months at the
amount payable and those due beyond 12 months at present
value using a similar interest rate as that required for defined
contribution plans.
U.S. GAAP
2.328 Accounting for short-term and long-term employee

benefits is similar under FASB ASC and IFRSs, especially
with respect to compensating absences. Consistent with
FASB ASC 710-10, obligations and corresponding expenses
are generally recognized when the settlement of the obligation is probable and the amount can be measured reasonably
(reliably in IFRSs). However, FASB ASC 710-10-25-2 makes
a distinction for certain sabbatical leaves by explaining that
when the purpose of a sabbatical leave is for research or public service expected to enhance the reputation or otherwise
benefit the entity in the future, an entity should not consider
the sabbatical a benefit related to the employee’s past ser-
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vice. Therefore, an entity should not accrue the liability in
advance.
2.329 The FASB ASC glossary defines defined contribution

plan more directly than IFRSs. Such a plan is one that provides an individual account for each participant and provides
benefits based on amounts contributed to the participant’s
account by the employer or employee, investment experience, and any forfeitures allocated to the account less any
administrative expenses charged to the plan. The accounting
for such plans is similar to IAS 19, except FASB ASC 71570-35-1 states that when a plan requires an entity to make
contributions after the employee terminates or retires, the entity should accrue the estimated cost during the employee’s
service period.
2.330 Like IFRSs, when a plan does not meet the definition

of defined contribution plan, an entity should account for it
as a defined benefit plan.
2.331 Although the accounting for postemployment benefit

plans is similar under both FASB ASC and IFRSs, several
important differences exist, including the following:
• The FASB ASC glossary defines the following two
obligations:
— Projected benefit obligation (PBO) is the actuarial
present value of all benefits attributed by the pension
benefit formula to employee service rendered up to
the date the PBO is calculated. An entity should
measure the PBO using assumptions about future
compensation levels if the pension benefit formula
is based on those future compensation levels (for
example, career-average-pay plans).
— Accumulated postretirement benefit obligation
(APBO) is the actuarial present value of all future
benefits attributed to an employee’s service rendered to the date the APBO is calculated, based on
the assumption that the plan will continue in effect
and that all assumptions about future events are fulfilled. The APBO generally reflects a pro rata allocation of expected future benefits to employee service
already rendered in the attribution period. Before
an employee’s full eligibility date, that employee’s
APBO as of a particular date is the portion of the expected postretirement benefit obligation attributed
to that employee’s service rendered to that date. On
and after the full eligibility date, the accumulated
and expected postretirement benefit obligations for
an employee are the same.
• FASB ASC 715-60-35-79 requires an entity to select a
discount rate to compute the present value of the defined
benefit obligation based on either of the following:
— Interest rate inherent in the amount at which the
postretirement benefit obligation could be settled,
if it is possible to settle the obligation with thirdparty insurers, or
— Yields currently available on high-quality, fixedrate investments whose cash flows match the timing
and amount of expected benefit payments (FASB
ASC 715-60-35-80 requires the use of rates on highquality, fixed-rate investments for other postretirement obligations).
• FASB ASC states that an entity should use the projected
unit credit method to determine the obligation for payrelated plans, such as final-pay and career-average-pay
plans. Unlike IFRSs, FASB ASC 715-30-35-36 states
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that entities should use the benefit-years-of-service approach when the benefit formula defines benefits similarly for all years of service.
• An entity should calculate the expected return on plan
assets based on the market-related value of plan assets,
defined in the FASB ASC glossary as either the fair
value or a calculated value that recognizes changes in
fair value in a systematic and rational manner over a
period not longer than five years.
• An entity should accumulate actuarial gains and losses
not included in pension expense, if any, as stated by
FASB ASC 715-60-35-25, and prior service costs, as
stated by FASB ASC 715-60-35-16, in other comprehensive income. (FASB ASC 715-60-35-31 permits an
entity to use the same corridor method used in IAS 19 or
another method that recognizes gains and losses more
quickly if the method is used consistently and treats
gains and losses in the same way. However, the entity
should recognize the minimum amortization in any period in which it is greater [reduces the net gain or loss
balance by more] than the amount that the entity would
recognize under the method used.)
2.332 The FASB ASC glossary defines multiemployer plans

similarly to IFRSs. However, FASB ASC 715-80-35-1 explains that an entity should recognize as net pension cost or
net periodic postretirement benefit cost the required contributions to multiemployer plans, rather than use defined benefit
accounting.
2.333 Under FASB ASC, an entity should account for ter-

mination benefits depending upon the type of arrangement.
As noted by FASB ASC 715-30-25-10, when the benefits
are contractual, an entity should recognize a liability and expense loss when it is probable that employees will be entitled
to benefits and it can reasonably estimate the liability. These
conditions may not be met until the entity acts. When an employer offers special termination benefits to employees, the
entity recognizes a liability and loss when the employees accept the offer and it can reasonably estimate the amounts to
be paid. As stated by FASB ASC 715-30-55-189, a plan that
provides termination benefits for virtually all employees is
considered a pension plan. Such plans are either defined contribution or defined benefits plans and should be accounted
for accordingly.
2.334 Under FASB ASC 420-10, an entity that provides

involuntary termination benefits associated with exit or disposal activities (one-time termination benefits) is subject to
similar conditions to those in IFRSs and should account for
these benefits in a similar manner.

Presentation
IFRSs
2.335 IAS 1 does not require assets and liabilities associated

with postemployment benefit plans to be shown as separate
line items. However, IAS 19 prohibits an entity from offsetting assets and liabilities related to different plans in the
balance sheet, unless it has a legal right to use a surplus in
one plan to settle a liability in another and it intends to do
so. IAS 19 does not provide guidance on whether an entity
should disaggregate these assets and liabilities into current
and noncurrent portions.

U.S. GAAP
2.336 FASB ASC does not prescribe any particular presen-

tation of this information in the financial statements.

Disclosure
IFRSs
2.337 IAS 24 requires disclosure of key management per-

sonnel compensation and, together with the general guidance
of IAS 1, specific disclosures of employee benefits. Although
IAS 19 does not require specific disclosures about short-term
or long-term employee benefits, other than the subsequently
discussed disclosures required for defined benefit and defined
contribution plans, the requirements of IAS 1 and IAS 24 still
apply.
2.338 With respect to defined contribution benefit plans, an

entity should disclose the amount recognized as an expense
during the period.
2.339 With respect to defined benefit plans, an entity should

disclose descriptions of the type(s) of plans and its accounting
policy choice for recognition of actuarial gains and losses. An
entity should disclose a reconciliation of the beginning and
ending balances of the following:
• Present value of the defined benefit obligation
• Fair value of the plan assets
• Reimbursement rights, if any
2.340 In these reconciliations, an entity should disclose,

when applicable, the separate components of expense (for
example, service cost, interest cost, and so on); contributions
to the plan and payments to beneficiaries; effects of business
combinations and disposals; and any foreign currency adjustments. An entity should also reconcile the balances in the net
benefit obligation, plan assets, and amounts recognized in
the balance sheet, including any unrecognized amounts (past
service cost, actuarial gains and losses, asset due to the asset
ceiling, and so on), and discuss any links between reimbursement rights and related obligation.
2.341 An entity should disclose an analysis of its defined

benefit obligation into fully- or partially-funded and unfunded amounts.
2.342 An entity should disclose the amounts recognized in

the statement of comprehensive income. For the expense recognized in profit or loss, an entity should disclose the components of the expense (for example, service cost and interest
cost). For the amount recognized in other comprehensive income, an entity should separately disclose actuarial gains and
losses and the effect of the asset ceiling. When the entity has
opted to report all actuarial gains and losses of the period
directly in other comprehensive income, the entity should
disclose the cumulative amount recognized.
2.343 An entity should disclose the following with respect

to defined benefit plans:
• Major categories of plan assets
• Percentage or amount of each major category of the fair
value of plan assets
• Any property occupied or assets used by the entity
• Rate of return on plan assets, including a narrative describing the method used to determine the expected return and the effects of major categories
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• Actual return on plan assets and recognized reimburse-

ment rights
2.344 An entity should also disclose the following with re-

spect to defined benefit plans:
• Information about actuarial assumptions used (for example, discount rates, salary increases, and health care
cost trends)
• Effect of one percentage point change in health care
cost trend on the aggregate of service and interest cost
of net postemployment medical costs and net postemployment benefit obligation
• Historical information about the net benefit obligation and fair value of plan assets, including experience
adjustments
• Best estimate of expected contributions to the plan in
the next reporting period
2.345 IAS 19 does not require specific disclosure of termi-

nation benefits. However, the requirements of IAS 1 and IAS
24 both apply. In addition, uncertainty about whether, or how
many, employees will accept an offer of voluntary termination may give rise to a contingent liability. In this case and
with respect to restructuring activities, an entity should recognize and disclose such a contingency in accordance with
IAS 37.
U.S. GAAP
2.346 Although the principal required disclosures are the

same, FASB ASC 715-20-50 disclosure requirements are
more extensive and include the following:
• Description of how the entity makes investment allocation decisions
• Inputs and valuation techniques used to measure the fair
value of plan assets
• Effect of fair value measurements using significant unobservable inputs (level 3) on changes in plan assets for
the period
• Significant concentrations of risk within plan assets
• Accumulated benefit obligation for defined benefit plan
• Benefits expected to be paid in each of the next five
fiscal years and in the aggregate for the five fiscal years
thereafter
2.347 Paragraphs 2–4 of FASB ASC 715-20-50 also include

conditions under which disclosures about plans in different
jurisdictions or plans with different funding statuses can be
combined or should be shown separately.
2.348 With respect to other postemployment benefits, FASB

ASC 715-60-50 requires additional disclosures on the impact
of subsidies from the Medicare Prescription Drug, Improvement, and Modernization Act of 2003.
2.349 Unlike IFRSs, when termination benefits are a major

cost of an exit and disposal activity, FASB ASC 420-10-50-1
requires an entity to disclose the total expected amount,
amount incurred in the period, and cumulative amount incurred to date. An entity should also provide a reconciliation
of beginning and ending balances in the liability showing
adjustments to the liability, amounts incurred and charged
to expense, and costs paid or otherwise settled and provide
explanations.
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Presentation and Disclosure
Excerpts—Continuing Application
Current Liabilities: Employee Leave
Entitlements
2.350

Aquarius Platinum (Jun 2009)
Author’s Note
Aquarius Platinum’s financial statements may not fully
reflect the requirements of IAS 1 revised because its
fiscal year end is June 30. It was not required to and
did not early adopt the revised standard.
CONSOLIDATED BALANCE SHEET (in part)
As at 30 June 2009

Equity and Liabilities (in part)
Current liabilities
Trade and other payables
Derivatives at fair value
Interest bearing loans and borrowings
Current tax liabilities
Provisions
Total current liabilities

Note
26
24
27
8
28

2009
$’000

2008
$’000

68,622
6,084
6,211
1
596
81,514

56,294
1,039
208,161
1,644
474
267,612

NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (in part)
For the Year Ended 30 June 2009 (in part)

Note 5. Significant accounting policies (in part)
(j) Employee entitlements
Provision is made for employee entitlement benefits accumulated as a result of employees rendering services up to
the balance date. Liabilities arising in respect of wages and
salaries, annual leave and other benefits expected to be settled within twelve months of the balance date are measured
at rates which are expected to be paid when the liability is
settled.
All other employee entitlement liabilities are measured at
the present value of estimated payments to be made in respect of services rendered up to reporting date.
Contributions for pensions and other post employment benefits to defined contribution plans are recognised in the income statement as incurred during the period in which employees render the related service.
(n) Provisions
Provisions are recognised when the Group has a present obligation (legal or constructive) as a result of a past event, it is
probable that an outflow of resources embodying economic
benefits will be required to settle the obligation and a reliable
estimate can be made of the amount of the obligation. Where
the Group expects some or all of a provision to be reimbursed,
the reimbursement is recognised as a separate asset but only
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when the reimbursement is virtually certain. The expense relating to any provision is presented in the income statement
net of any reimbursement. If the effect of the time value of
money is material, provisions are discounted using a current
pre-tax rate that reflects, where appropriate, the risks specific to the liability. Where discounting is used, the increase in
the provision due to the passage of time is recognised as a
borrowing cost.

Note 28. Provisions (current)

Provision for employee entitlements
Movement in provision:
Balance at beginning of the year
(Utilisation)/additional provision
Net exchange differences
Balance at end of year

2009
$’000
596

2008
$’000
474

474
118
4
596

576
(49)
(53)
474

Provision for Employee Entitlement
The provision for employee entitlements represents accrued
employee leave entitlements.

Funded and Unfunded Defined Benefit Plans,
Immediate Recognition of Actuarial Gains and
Losses in Other Comprehensive Income,
Amendment to Post-Employment Health Care
Plan, Defined Contribution Benefit Plans
2.351

Alcatel-Lucent (Dec 2009)
Author’s Note
See section 3, Statements of Comprehensive Income
and Related Disclosure, for excerpts from the AlcatelLucent’s financial statements related to the effects on
profit or loss and other comprehensive income of postemployment benefit obligations.

CONSOLIDATED STATEMENTS OF FINANCIAL
POSITION (in part)
(In Millions of Euros)
Assets
Non-Current Assets:
Prepaid pension costs
Total non-current assets

Notes

December 31, 2009

December 31, 2009

December 31, 2008

December 31, 2007

(25)

3,439
16,688

2,400
11,644

2,298
12,742

3,472
20,135

(In Millions of Euros)
Equity and Liabilities
Non-Current Liabilities:
Pensions, retirement indemnities and
other post-retirement benefits
Total non-current liabilities

Notes

December 31, 2009

December 31, 2009

December 31, 2008

December 31, 2007

(25)

7,228
15,033

5,043
10,489

4,807
10,400

4,447
11,275

NOTES TO CONSOLIDATED FINANCIAL
STATEMENTS (in part)
Note 1: Summary of Accounting Policies (in part)
K/ Pension and Retirement Obligations and Other Employee
and Post-Employment Benefit Obligations
In accordance with the laws and practices of each country
where Alcatel-Lucent is established, the Group participates
in employee benefit plans.
For defined contribution plans, the Group expenses contributions as and when they are due. As the Group is not liable
for any legal or constructive obligations under the plans beyond the contributions paid, no provision is made. Provisions
for defined benefit plans and other long-term employee benefits are determined as follows:

• using the Projected Unit Credit Method (with projected
final salary), each period of service gives rise to an
additional unit of benefit entitlement and each unit is
measured separately to calculate the final obligation.
Actuarial assumptions such as mortality rates, rates of
employee turnover and projection of future salary levels
are used to calculate the obligation;
• the “corridor” method is no longer used from January 1,
2007 (see below).
The service cost is recognized in “income from operating activities” and the interest cost and expected return on plan assets are recognized in “financial income (loss).” The impact of
plan amendments is presented on a specific line item of the
income statement if material (see Note 1p).
The amount of prepaid pension obligations cannot exceed
the net total present value of any available refund from the
plan or reduction in future contributions to the plan. The use
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of excess pension plan assets to fund retiree healthcare obligations for formerly union-represented retirees is considered
a refund from the related plan. In particular, under Section
420 of the Internal Revenue Code in the United States of
America as amended by the Pension Protection Act of 2006,
Alcatel-Lucent can use excess pension plan assets applicable to formerly union-represented retirees to fund the retiree
healthcare plan for such retirees through 2013.
As of January 1, 2007, the Group has elected the option provided for in the amendment of IAS 19 “Employee Benefits –
Actuarial Gains and Losses, Group Plans and Disclosures”
(paragraphs 93A to 93D) that allows for the immediate recognition of actuarial gains and losses and any adjustments arising from asset ceiling limitations, net of deferred tax effects,
outside of the income statement in the statement of comprehensive income.

The net effect of pension and post-retirement costs included
in “income (loss) before tax, related reduction of goodwill and
discontinued operations” was a €150 million increase in pretax income during 2009 (€246 million increase in pre-tax income during 2008 and a €628 million increase in pre-tax income during 2007). Included in the €150 million increase in
2009 was €253 million booked as a result of certain changes
to management retiree pension and healthcare benefit plans
(refer to Note 25f). Included in the €246 million increase in
2008 was €65 million booked as a result of certain changes
to management retiree healthcare benefit plans (refer to Note
25f). Included in the €628 million increase in 2007 was €258
million booked as a result of certain changes to management
retiree healthcare benefit plans (refer to Note 25f).

Regulations Governing First-Time Adoption

Discount rates for Alcatel-Lucent’s U.S. plans are determined
using the values published in the “original” CitiGroup Pension Discount Curve which is based on AA-rated corporate
bonds. Each future year’s expected benefit payments are discounted by the discount rate for the applicable year listed in
the CitiGroup Curve, and for those years beyond the last year
presented in the CitiGroup Curve for which we have expected
benefit payments, we apply the discount rate of the last year
presented in the Curve. After applying the discount rates to
all future years’ benefits, we calculate a single discount rate
that results in the same interest cost for the next period as
the application of the individual rates would have produced.
Discount rates for Alcatel-Lucent’s non U.S. plans are determined based on Bloomberg AA Corporate yields.
Holding all other assumptions constant, a 0.5% increase
or decrease in the discount rate would have decreased or
increased the 2009 net pension and post-retirement result by
approximately €(35) million and €49 million, respectively.

In accordance with the option available under IFRS 1, the
accumulated unrecognized actuarial gains and losses at the
transition date were recorded in equity. Before the change in
accounting method, which was retroactively applied from January 1, 2005, the corridor method had been applied starting
January 1, 2004.
Certain other post-employment benefits, such as life insurance and health insurance (particularly in the United States)
or long-service medals (bonuses awarded to employees for
extended service particularly in France and Germany), are
also recognized as provisions, which are determined by
means of an actuarial calculation similar to the one used for
retirement provisions.
The accounting treatment used for employee stock options
is detailed in Note 1w below.

Note 2: Principal Uncertainties Regarding the Use of
Estimates (in part)
G/ Pension and Retirement Obligations and Other Employee
and Post-Employment Benefit Obligations
Actuarial Assumptions
Alcatel-Lucent’s results of operations include the impact of
significant pension and post-retirement benefits that are measured using actuarial valuations. Inherent in these valuations
are key assumptions, including assumptions about discount
rates, expected return on plan assets, healthcare cost trend
rates and expected participation rates in retirement healthcare plans. These assumptions are updated on an annual
basis at the beginning of each fiscal year or more frequently
upon the occurrence of significant events. In addition, discount rates are updated quarterly for those plans for which
changes in this assumption would have a material impact on
Alcatel-Lucent’s results or shareholders’ equity.

Weighted average expected rates of
return on pension and post-retirement
plan assets
Weighted average discount rates used
to determine the pension and
post-retirement obligations

IFRS ATT 2.351

2009

2008

2007

6.69%

7.04%

7.39%

5.84%

6.44%

5.54%

Discount Rates

Expected Return on Plan Assets
Expected return on plan assets for Alcatel-Lucent’s U.S. plans
are determined based on recommendations from our external
investment advisor and our own historical returns experience.
Our advisor develops its recommendations by applying the
long-term return expectations it develops for each of many
classes of investments, to the specific classes and values
of investments held by each of our benefit plans. Expected
return assumptions are long-term assumptions and are not
intended to reflect expectations for the period immediately following their determination. Although these assumptions are
reviewed each year, we do not update them for small changes
in our advisor’s recommendations. However, the pension expense or credit for our U.S. plans is updated every quarter
using the fair value of assets and discount rates as of the beginning of the quarter. The 2009 fourth quarter expected return on plan assets (accounted for in “other financial income
(loss)”) for Alcatel-Lucent’s U.S. plans is based on September
30, 2009 plan asset fair values. However, the expected return
on plan assets for Alcatel-Lucent’s non U.S. plans is based
on the fair values of plan assets at December 31, 2008.
Holding all other assumptions constant, a 0.5% increase
or decrease in the expected return on plan assets would
have increased or decreased the 2009 net pension and postretirement result by approximately €122 million.
Alcatel-Lucent recognized a U.S. $70 million increase between the third and the fourth quarters of 2009 in the net pension credit, which is accounted for in “other financial income
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(loss).” The net pension credit increased due to an increase in
the expected return on plan assets for Alcatel-Lucent’s U.S.
plans resulting from the increase in the plan asset fair values and the expected change of the interest cost in relation
to the change in the liability. On Alcatel-Lucent’s U.S. plans,
Alcatel-Lucent expects a U.S. $30 million decrease in the net
pension credit to be accounted for in “other financial income
(loss)” between the 2009 fourth quarter and the 2010 first
quarter. Alcatel-Lucent does not anticipate a material impact
outside U.S. plans.
Healthcare Inflation Trends
Regarding healthcare inflation trend rates for Alcatel-Lucent’s
U.S. plans, Alcatel-Lucent’s actuary annually reviews expected cost trends from numerous healthcare providers, recent developments in medical treatments, the utilization of
medical services, and Medicare future premium rates published by the U.S. Government’s Center for Medicare and
Medicaid Services (CMS) as these premiums are reimbursed
for some retirees. The actuary applies its findings to the specific provisions and experience of Alcatel-Lucent’s U.S. postretirement healthcare plans in making its recommendations.
In determining its assumptions, Alcatel-Lucent reviews its recent experience together with its actuary’s recommendations.
Participation Assumptions
Alcatel-Lucent’s U.S. post-retirement healthcare plans allow
participants to opt out of coverage at each annual enrollment
period, and for almost all to opt back in at any future annual
enrollment. An assumption is developed for the number of eligible retirees who will elect to participate in our plans at each
future enrollment period. Our actuaries develop a recommendation based on the expected increases in the cost to be paid
by a retiree participating in our plans and recent participation history. We review this recommendation annually after
the annual enrollment has been completed and update it if
necessary.
Mortality Assumptions
The mortality assumption for Alcatel-Lucent’s U.S. plans is
based on actual recent experience of the participants in our
management pension plan and our occupational pension
plans. For the 2009 year-end valuation, we updated the mortality assumptions, again based on the actual experience of
the two plans. We looked at the experience for the years of
2004 through 2008. As was the case previously, there was
insufficient experience to develop assumptions for active employees and former employees who have delayed commencing their pension benefits, so we used the RP 2000 mortality
table projected up to 2009.
Plan Assets Investment
At its meeting on July 29, 2009, the Board of Directors approved the following modifications to the asset allocation of
Alcatel-Lucent’s pension funds: the investments in equity securities is to be reduced from 22.5% to 15% and the investments in bonds is to be increased from 62.5% to 70%, while
investments in alternatives (such as real estate, private equity and hedge funds) is to remain unchanged. The reduction in equity investments in favor of fixed income securities
was achieved immediately. The implementation of the asset
allocation approved on July 29, 2009 was completed as of
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January 1, 2010. We believe that these changes should lead
to a slight decrease in long-term returns from financial assets. The impact of these changes has been reflected in our
expected return assumptions for 2010.
Plan assets are invested in many different asset categories
(such as cash, equities, bonds, real estate and private equity).
In the quarterly update of plan asset fair values, approximately
80% are based on closing date fair values and 20% have a
one to three month delay as the fair value of private equity,
venture capital, real estate and absolute return investments
are not available in a short period. This is standard practice
in the investment management industry. Assuming that the
December 31, 2009 actual fair values of private equity, venture capital, real estate and absolute return investments at
year end were 10% lower than the ones used for accounting
purposes as of December 31, 2009, and since the Management Pension Plan has a material investment in these asset
classes (and the asset ceiling described below is not applicable to this plan), equity would be negatively impacted by
approximately €210 million.
Asset Ceiling
According to IAS 19, the amount of prepaid pension costs that
can be recognized in our financial statements is limited to the
sum of (i) the cumulative unrecognized net actuarial losses
and prior service costs, (ii) the present value of any available
refunds from the plan and (iii) any reduction in future contributions to the plan. Since Alcatel-Lucent has used and intends
to use in the future eligible excess pension assets applicable
to formerly represented retirees to fund certain retiree healthcare benefits for such retirees, such use is considered as a
reimbursement from the pension plan when setting the asset
ceiling.
The impact of expected future economic benefits on the
pension plan asset ceiling is a complex matter. For formerly
union-represented retirees, we expect to fund our current retiree healthcare obligation with Section 420 Transfers from
the U.S. Occupational pension plan. Section 420 of the U.S.
Internal Revenue Code provides for transfers of certain excess pension plan assets held by a defined pension plan into
a retiree health benefits account established to pay retiree
health benefits. We may select among numerous methods
available for valuing plan assets and obligations for funding
purposes and for determining the amount of excess assets
available for Section 420 Transfers. The assumptions to be
used for the January 1, 2010 valuation have not been chosen
at this time. Also, asset values for private equity, real estate,
and certain alternative investments, and the obligation based
on January 1, 2010 census data will not be final until late in
the third quarter of 2010. Prior to the Pension Protection Act
of 2006 (or the PPA), Section 420 of the U.S. Internal Revenue Code allowed for a Section 420 Transfer in excess of
125% of a pension plan’s funding obligation to be used to
fund the healthcare costs of that plan’s retired participants.
The Code permitted only one transfer in a tax year with transferred amounts being fully used in the year of the transfer. It
also required the company to continue providing healthcare
benefits to those retirees for a period of five years beginning
with the year of the transfer (cost maintenance period), at the
highest per-person cost it had experienced during either of
the two years immediately preceding the year of the transfer.
With some limitations, benefits could be eliminated for up to
20% of the retiree population, or reduced for up to 20% of
the retiree population, during the five year period. The PPA
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as amended by the U.S. Troop Readiness, Veterans’ Care,
Katrina Recovery, and Iraq Accountability Appropriations Act
of 2007, expanded the types of transfers to include transfers
covering a period of more than one year of assets in excess
of 120% of the funding obligation, with the cost maintenance
period extended through the end of the fourth year following
the transfer period, and the funded status being maintained
at a minimum of 120% during each January 1 valuation date
in the transfer period. The amendments also provided for collective bargained transfers, both single year and multi-year,
wherein an enforceable labor agreement is substituted for
the cost maintenance period. Using variations of the available methods, we estimate that as of December 31, 2009,
the excess of assets above 120% of the plan obligations is
between $1.7 billion and $3.2 billion, and the excess above
125% of plan obligations is between $1.2 billion and $2.7 billion. However, deterioration in the funded status of the U.S.
occupational pension plan could negatively impact our ability
to make future Section 420 Transfers.

Note 4: Change in Accounting Policy and Presentation
(in part)
A/ Change in Accounting Policy (in part)
2008
First application of IFRIC 14 (Interpretation of IAS 19—The
limit on a defined benefit asset, minimum funding requirements and their interaction).
The “asset ceiling” rule of IAS 19 limits the measurement
of a defined benefit asset to “the present value of economic
benefits available in the form of refunds from the plan or reductions in future contributions to the plan plus unrecognized
gains and losses.” Questions have arisen about when refunds
or reductions in future contributions should be considered
available, particularly when a minimum funding requirement
exists.
In the United Kingdom, for example, minimum funding
requirements exist to improve the security of the postemployment benefit obligations to participants of an employee
benefit plan. Such requirements normally stipulate a minimum amount or level of contributions that must be made to
a plan over a given period. Therefore, a minimum funding requirement may limit the ability of the entity to reduce future
contributions.
Further, the limit on the measurement of the value of a defined benefit asset may cause the minimum funding requirement to be onerous. Normally, a requirement to make contributions to a plan would not affect the value of the defined
benefit asset or liability. This is because the contributions,
once paid, will become plan assets and so the additional net
liability is nil. However, a minimum funding requirement may
give rise to a liability if the required contributions will not be
available to the entity once they have been paid.
The first application of this new interpretation had a negative
impact on our shareholders’ equity as of December 31, 2008
of (€91) million, (€45) million as of December 31, 2007 and
(€82) million as of December 31, 2006 in connection with our
pension plans in the United Kingdom.
2007
On January 1, 2007, Alcatel-Lucent adopted (with retrospective effect as of January 1, 2005) the option offered by Amendment to IAS 19 “Employee benefits—Actuarial gains and
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losses, Group plans and Disclosures,” to immediately recognize all actuarial gains and losses and any adjustment arising from an asset ceiling, net of deferred tax effects, in the
period in which they occur outside the income statement in
the Statement Of Recognized Income and Expense (SORIE).
This statement was renamed “Statement of Comprenhensive
Income” beginning in 2009. Management believes that the
change will more fairly present the fair value of assets and liabilities related to retiree benefits in the company’s statement
of financial position and eliminate significant volatility in its results of operations for certain plans, the participants of which
are all, or almost all, fully eligible to receive benefits.
Previously, Alcatel-Lucent applied the corridor method, under which actuarial gains and losses exceeding 10% of the
greater of (i) the benefit obligation or (ii) the fair value of plan
assets were recognized in the income statement over the expected remaining working lives of the employees participating in the plans. The impact of the limitation in the value of
plan assets to the lower of: (i) the value resulting from applying IAS 19 “Employee Benefits” prior to the Group’s adoption of the option provided by the amendment to IAS 19,
and (ii) the net total present value of any available refund
from the plan or reduction in future contributions to the plan
(arising from asset ceilings) was accounted for in the income
statement.

Note 25: Pensions, Retirement Indemnities and Other
Post-Retirement Benefits
In accordance with the laws and customs of each country, the
Group provides to its employees pension plans, certain medical insurance and reimbursement of medical expenses. In
France, Group employees benefit from a retirement indemnity
plan. In other countries, the plans depend upon local legislation, the business and the historical practice of the subsidiary
concerned.
In addition to state pension plans, the plans can be defined contribution plans or defined benefit plans. In the latter case, such plans are wholly or partially funded by assets
solely to support these plans (listed shares, bonds, insurance
contracts or other types of dedicated investments).
State Plans
In certain countries, and more particularly in France and Italy,
the Group participates in mandatory social security plans organized at state or industry level, for which contributions expensed correspond to the contributions due to such state or
equivalent organizations. Such plans are considered to be
defined contribution plans. However, in certain countries, the
element of social security contributions paid that relates to
pension plans is not clearly identifiable.
Other Defined Contribution Plans
The benefits paid out depend solely on the amount of contributions paid into the plan and the investment returns arising
from the contributions. The Group’s obligation is limited to the
amount of contributions that are expensed.
Contributions made to defined contribution plans (excluding
mandatory social security plans organized at state or industry
level) were €84 million for 2009 (€78 million for 2008 and €79
million for 2007).
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Defined Benefit Plans
These plans have differing characteristics:
• life annuity: the retirees benefit from receiving a pension during their retirement. These plans are to be found
primarily in Germany, United Kingdom and the United
States;
• lump-sum payment on the employee’s retirement or departure. These plans are to be found primarily in France,
Belgium and Italy;
• post-employment medical care during retirement. In the
United States, Alcatel-Lucent reimburses medical expenses of certain retired employees and provides to retired employees with group life benefits.
Pensions and retirement obligations are determined in accordance with the accounting policies presented in Note 1k.
For former Lucent activities, Alcatel-Lucent maintains defined benefit pension plans covering employees and retirees,
a majority of which are located in the U.S., as well as other
post-retirement benefit plans for U.S. retirees that include
health care, dental benefits and life insurance coverage. The
U.S. pension plans feature a traditional service-based program, as well as a cash balance program. The cash balance
program was added to the defined benefit pension plan for
U.S. management employees hired after December 31, 1998.
No employees were transitioned from the traditional program
to the cash balance program. Additionally, employees covered by the cash balance program are not eligible to receive
company-paid post-retirement health and Group life coverage. U.S. management employees with less than 15 years of
service as of June 30, 2001 are not eligible to receive postretirement Group life and health care benefits. As from January 1, 2008, no new entrants are allowed into the defined
benefit plan for management retirees. On October 21, 2009,
Alcatel-Lucent USA Inc. froze the U.S. defined benefit management pension plan and the U.S. Supplemental pension
plan effective January 1, 2010. No additional benefits will accrue in these plans after December 31, 2009.
A/ Actuarial Assumptions
To determine actuarial valuations, actuaries have determined general assumptions on a country-by-country basis and specific assumptions (rate of employee turnover,
salary increases) company by company. The assumptions for
2009, 2008 and 2007 are as follows (the rates indicated are
weighted average rates):

Discount rate
Future salary increases
Expected long-term
return on assets
Post-retirement cost
trend rate

2009
5.41%
3.52%

2008
6.08%
3.91%

2007
6.04%
3.83%

6.69%
6.40%
to 5.90%

7.04%
6.90%
to 5.90%

7.39%
7.70%
to 5.90%

The above rates are broken down by geographical segment
as follows for 2009, 2008 and 2007:

2009
France
Belgium
United Kingdom
Germany
Rest of Europe
United States of America
Other
2008
France
Belgium
United Kingdom
Germany
Rest of Europe
United States of America
Other
2007
France
Belgium
United Kingdom
Germany
Rest of Europe
United States of America
Other

Discount
Rate

Future
Salary
Increases

Estimated
Long-Term
Return on
Assets

5.00%
5.00%
5.75%
5.00%
4.45%
5.48%
5.24%

3.50%
3.50%
4.95%
3.00%
2.87%
3.73%
4.46%

5.40%
4.00%
5.93%
3.00%
4.19%
6.96%
3.96%

5.25%
5.25%
6.00%
5.25%
4.77%
6.21%
5.19%

3.42%
4.00%
4.97%
3.00%
3.44%
3.99%
5.32%

5.40%
5.30%
6.67%
4.95%
5.10%
7.25%
4.30%

5.20%
5.20%
5.50%
5.20%
4.71%
6.19%
4.69%

3.36%
3.80%
4.49%
2.75%
3.01%
3.97%
4.28%

5.40%
5.30%
6.75%
4.33%
4.96%
7.62%
4.21%

The discount rates are obtained by reference to market
yields on high quality bonds (government and prime-rated
corporations—AA or AAA) in each country having maturity
dates equivalent to those of the plans.
For the euro Zone and United Kingdom the discount rates
used are the Bloomberg Corporate AA yields and for the U.S.
the Original CitiGroup pension discount yield curve was used.
These references comply with IAS 19 requirements and have
been retained consistently by us for years.
The returns on plan assets are determined plan by plan and
depend upon the asset allocation of the investment portfolio
and the expected future performance.
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B/ Components of Net Periodic Cost of Post-Employment Benefit
(In Millions of Euros)
Service cost
Interest cost
Expected return on plan assets
Amortization of prior service cost
Effect of curtailments and settlements
Management pension and Non represented healthcare plan amendment
Net periodic benefit (cost)
Of which:
• recognized in Income (loss) from operating activities before restructuring costs,
impairment of assets, gain/(loss) on disposal of consolidated entities, litigations
and post-retirement benefit plan amendments
• recognized in restructuring costs
• management pension and non-represented healthcare plan amendment
• recognized in other financial income (loss)

2009
(126)
(1,510)
1,615
(3)
(79)
253
150

2008
(126)
(1,503)
1,852
(1)
(41)
65
246

2007
(158)
(1,575)
2,119
(4)
(12)
258
628

(129)
(79)
253
105

(127)
(41)
65
349

(162)
(12)
258
544

C/ Change in the Obligation Recorded in the Statement
of Financial Position
(In Millions of Euros)
Change in Benefit Obligation
Benefit obligation at January 1

2009

2008

2007

(25,498)

(25,425)

(30,230)

Service cost
Interest cost
Plan participants’ contributions
Amendments
Business combinations
Disposals
Curtailments
Settlements
Special termination benefits
Actuarial gains and (losses)
Benefits paid
Medical Part D Subsidy
Foreign currency translation and other
Benefit obligation at December 31

(126)
(1,510)
(131)
253
(9)
—
(13)
7
(65)
(1,990)
2,456
(16)
732
(25,910)

(126)
(1,503)
(133)
66
(4)
—
(27)
3
(14)
365
2,401
(30)
(1,071)
(25,498)

(158)
(1,575)
(165)
249
(8)
—
27
21
(32)
1,135
2,645
(33)
2,699
(25,425)

Benefit obligation excluding effect of future salary increases
Effect of future salary increases
Benefit obligation

(25,639)
(271)
(25,910)

(25,004)
(494)
(25,498)

(24,927)
(498)
(25,425)

Pertaining to retirement plans
Pertaining to post-employment medical care plans
Change in plan assets
Fair value of plan assets at January 1

(22,846)
(3,064)

(22,310)
(3,188)

(22,029)
(3,396)

25,069

28,231

30,197

Expected return on plan assets
Actuarial gains and (losses)
Employers’ contributions
Plan participants’ contributions
Amendments
Business combinations
Disposals
Curtailments
Settlements
Benefits paid/Special termination benefits
Foreign currency translation and other
Fair value of plan assets at December 31

1,615
1,033
171
131
—
27
—
—
(4)
(2,388)
(729)
24,925

1,852
(4,119)
192
133
—
2
—
—
(1)
(2,334)
1,113
25,069

2,119
1,072
257
165
(15)
—
—
—
(16)
(2,580)
(2,968)
28,231

Present value of defined benefit obligations that are wholly or partly funded
Fair value of plan assets
Funded status of defined benefit obligations that are wholly or partly funded

(24,379)
24,925
546

(23,875)
25,069
1,194

(23,635)
28,231
4,596

Present value of defined benefit obligations that are wholly unfunded
Funded status

(1,531)
(985)

(1,623)
(429)

(1,790)
2,806

Unrecognized prior service cost
Unrecognized surplus (due to application of asset ceiling and IFRIC 14)
Net amount recognized

—
(1,658)
(2,643)

—
(2,080)
(2,509)

1
(3,782)
(975)

Of which:
• prepaid pension costs
• pensions, retirement indemnities and other post-retirement benefit obligations

2,400
(5,043)

2,298
(4,807)

3,472
(4,447)
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Change in Pension and Post-Retirement Net Asset
(Liability) Recognized

(In Millions of Euros)
Net asset (liability)
recognized as of January 1
Operational charge
Financial income(1)
Curtailment(2)
Management pension and
non represented
healthcare plan
amendment(3)
Total recognized in profits
(losses)
Actuarial gains and (losses)
for the period
Asset ceiling limitations and
IFRIC 14 effect
Total recognized in
Statement of
comprehensive income(4)
Contributions and benefits
paid
420 transfer
Change in consolidated
companies
Other (reclassifications and
exchange rate changes)
Net asset (liability)
recognized as of
December 31
Of which:
• prepaid pension costs
• pension, retirement
indemnities and
post-retirement benefits
liability
(1)
(2)
(3)
(4)

(5)

December 31, 2009
PostPension Retirement
Benefits
Benefits

Total

December 31, 2008
PostPension Retirement
Benefits
Benefits

Total

December 31, 2007
PostPension Retirement
Benefits
Benefits

Total

70
(125)
261
(74)

(2,579)
(4)
(156)
(5)

(2,509)
(129)
105
(79)

1,910
(121)
516
(37)

(2,885)
(6)
(167)
(4)

(975)
(127)
349
(41)

1,503
(152)
719
(12)

(3,517)
(10)
(175)
—

(2,014)
(162)
544
(12)

216

37

253

—

65

65

—

258

258

278

(128)

150

358

(112)

246

555

73

628

(784)

(173)

(957)

(3,798)

44(5)

(3,754)

2,110

97

2,207

375

—

375

1,789

—

1,789

(2,164)

—

(2,164)

(409)

(173)

(582)

(2,009)

44

(1,965)

(54)

97

43

179
(246)

47
246

226
—

158
(444)

71
444

229
—

186
—

111
—

297
—

—

—

—

—

—

—

(8)

—

(8)

(11)

83

72

97

(141)

(44)

(272)

351

79

(139)

(2,504)

(2,643)

70

(2,579)

(2,509)

1,910

(2,885)

(975)

2,400

—

2,400

2,298

—

2,298

3,472

—

3,472

(2,539)

(2,504)

(5,043)

(2,228)

(2,579)

(4,807)

(1,562)

(2,885)

(4,447)

This income is mainly due to the expected return on plan assets (refer to Note 8).
Accounted for in restructuring costs.
Accounted for on a specific line item “Post-retirement benefit plan amendment” in the income statement.
The amounts recognized directly in the Statement of Comprehensive Income indicated in the table above differ from the ones disclosed in
the Statement of Comprehensive Income on page 4, due to the amounts related to discontinued activities, which are excluded in the above
table.
This amount includes €83 million related to the U.S. management healthcare plan amendment.
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Funding requirements are usually determined for each individual plan, and as a result excess plan assets for overfunded plans cannot be used for underfunded plans. The
underfunded status, which amounted to €985 million at December 31, 2009 (underfunded status amounted €429 million
at December 31, 2008 and overfunded status amounted to
€2,806 million at December 31, 2007) relates primarily to U.S.

(In Millions of Euros)
2009
2008
2007
2006
2005

Benefit
Obligation
(25,910)
(25,498)
(25,425)
(30,230)
(3,503)

Plan Assets
24,925
25,069
28,231
30,197
2,286

Funded
(Unfunded)
Status
(985)
(429)
2,806
(33)
(1,217)

post-retirement benefits (see below) and to plans in France
and Germany. Decisions on funding the benefit obligations
are taken based on each country’s legal requirements and
the tax-deductibility of the contributions made. In France and
Germany, the funding of pension obligations relies primarily on defined contribution plans; setting up other funding arrangements is not common practice. Furthermore, in Germany, the benefits accruing to employees are guaranteed in
the event of bankruptcy through a system of mutual insurance
common to all companies involved in similar plans. See Note
25g below for information on U.S. plans.
The benefit obligation, the fair value of the plan assets and
the actuarial gains (losses) generated for the current year and
the previous years are as follows:
Experience Adjustments
Generated on the
Benefit Obligation
In Percentage of
the Benefit
Amount
Obligation
(142)
0.55%
290
1.14%
(166)
0.65%
21
0.07%
72
2.06%

Experience Adjustments
Generated on the
Plan Assets

Amount
1,033
(4,119)
1,072
57
111

In Percentage of
the Plan Assets
4.14%
16.43%
3.80%
0.19%
4.86%

In respect of the medical care plans, a change of one percentage point in the assumed medical costs has the following
impact:

(In Millions of Euros)
Impact on the current service cost
and interest costs
Impact on the benefit obligation

Increase
of 1%

Decrease
of 1%

(6)
(92)

5
83

The plan assets of retirement plans are invested as follows:
(In Millions of Euros and Percentage)
2009
2008
2007

Bonds
16,391
66%
15,682
63%
17,154
61%

Equity Securities
3,828
15%
4,169
17%
5,628
20%

As part of the prudent management of its funds relative to
the corresponding obligations, the Group reduced the exposure of its defined benefit pension plans to equity markets in
November 2007. As of December 31, 2009, the global asset
allocation of the Group’s plans was as follows: 15% in equity
securities, 66% in bonds and 19% in alternatives (i.e., real
estate, private equity and hedge funds). This compares to respectively 17%, 63% and 20% as of December 31, 2008 and
respectively 20%, 61% and 19% as of December 31, 2007.
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Private Equity and Other
3,045
12%
3,128
12%
3,139
11%

Real Estate
1,661
7%
2,090
8%
2,310
8%

Total
24,925
100%
25,069
100%
28,231
100%

For historical Alcatel companies, the investment policy relating to plan assets within the Group depends upon local
practices. In all cases, the proportion of equity securities cannot exceed 80% of plan assets and no individual equity security may represent more than 5% of total equity securities
within the plan. The equity securities held by the plan must
be listed on a recognized exchange. The bonds held by the
plan must have a minimum “A” rating according to Standard
& Poor’s or Moody’s rating criteria.
The contributions and benefits paid directly by the Group to
retirees that are expected to be paid for 2010 are €206 million
for the pension and other post-retirement benefit plans.
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Expected benefit payments made for beneficiaries from defined benefit plans through 2019 are as follows:

Total (In Millions of Euros)
2010
2011
2012
2013
2014
2015–2019

Expected Benefit
Payments
2,248
2,149
2,196
2,041
1,992
9,383

D/ Cumulative Amounts for Actuarial Differences (Before
Taxes) Booked Against the Consolidated Statements of
Comprehensive Income
(In Millions of Euros)
Balance at January 1
Net actuarial (losses)/gains during the period
Balance at December 31

2009
(781)
(957)
(1,738)

2008
2,973
(3,754)
(781)

2007
766
2,207
2,973

E/ Funded Status
(In Millions of Euros)
Benefit obligation
Fair value of plan assets
Funded status

December 31, 2009
(25,910)
24,925
(985)

December 31, 2008
(25,498)
25,069
(429)

December 31, 2007
(25,425)
28,231
2,806

(1,658)
(2,643)

(2,080)
(2,509)

(3,781)
(975)

Unrecognized prior service cost and surplus (due
to application of asset ceiling and IFRIC 14)
Net amount recognized
F/ U.S. Pension and Healthcare Plan Amendments
2009 U.S. Management Pension Plan Amendment
On October 21, 2009, Alcatel-Lucent USA Inc. froze the U.S.
defined benefit management pension plan and the U.S. Supplemental pension plan effective January 1, 2010. No additional benefits will accrue in these plans after December 31,
2009 for their 11,500 active U.S.—based participants who
are not union-represented employees. As a result, a credit
of €216 million before tax is booked during the fourth quarter of 2009 in the “Post-retirement benefit plan amendments”
line item of the income statement. This amendment eliminated annual increases in the funding obligation of approximatly €74 million. Also effective on January 1, 2010, the company changed its defined contribution 401(k) savings plan to
provide for the company to make the same level of matching
contributions for all of its 15,000 U.S.—based employees who
are not union-represented employees, which is expected to
increase the company’s annual cash contributions by about
€22 million.
This amendment had no impact on deferred tax.
2009 U.S. Management Healthcare Plan Amendment
Following the 2008 Medicare Private Fee-For-Service election discussed in the next section, Alcatel-Lucent USA Inc.
amended the plan in the third quarter of 2009 with an effective
date of January 1, 2010 to increase the out-of-pocket maximums paid by Medicare eligible management participants
and their Medicare eligible dependants, which reduced the

benefit obligation by appoximately €37 million. This impact
is accounted for in the “Post-retirement benefit plan amendments” line item of the income statement.
This amendment had no impact on deferred tax.
In 2009, a €5 million additional expense was recognized
in the specific line item “Post-retirement benefit plan amendments” concerning the Raetsch case (see Note 34e).
2008 U.S. Management Healthcare Plan Amendment
On July 30, 2008, certain changes to Lucent’s management
retiree healthcare benefits were approved by the board of directors of Lucent Technologies Inc. (now known as AlcatelLucent USA Inc.) and announced to retirees between August and the beginning of October. Effective January 1, 2009,
postretirement medical benefits for Medicare eligible Management participants are provided through a fully insured Medicare Advantage Private Fee-For-Service (PFFS) Plan. Under
this plan, the PFFS plan contracts directly with the Centers for
Medicare & Medicaid Services to provide all Medicare Parts
A and B benefits for Medicare eligible management retirees.
These changes resulted in a €148 million benefit obligation
decrease for the management retiree healthcare plan. €83
million of this decrease, which related to management employees who retired before March 1, 1990, was considered
as a change of actuarial assumptions and was recognized
in the Statement of Comprehensive Income. €65 million of
this decrease, which related to management employees who
retired on or after March 1, 1990 and who are subject to defined caps, was considered as a plan amendment and was
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recognized in the 2008 income statement in the specific line
item “Post-retirement benefit plan amendments.”

(In Millions of Euros)
Projected benefit obligation
Deferred taxes
Net impact after deferred taxes
(1)
(2)

Before Amendment
(529)
—
—

Amendment Effect
Amendment Effect
for Post March 1,
for Pre-March 1,
1990 Retirees(2)
1990 Retirees(1)
83
65
(33)
(25)
50
40

After Amendment
(381)
—
—

Recognized in the Statement of Comprehensive Income.
Recognized in the income statement.

In addition to the €65 million recognized in the specific line
item “Post-retirement benefit plan amendments,” an €18 million expense related to the Raetsch case (see Note 34e ) was
recognized in 2008, representing a net positive impact of €47
million recognized in the specific line item “Post-retirement
benefit plan amendments.”
2007 Plan Amendment
During June 2007, certain changes to Lucent’s management
retiree healthcare benefits were approved. Effective January
1, 2008, prescription drug coverage offered to former Lucent
management retirees was changed to a drug plan design similar to the Medicare Part D program. This change resulted in
a positive impact in the net income of €77 million as summarized in the following table.
(In Millions of Euros)
Gross Projected Benefit Obligation (PBO)
Part D subsidy (tax free)
Net PBO
Deferred taxes(2)
Net impact after deferred taxes
(1)
(2)

Before Amendment
(1,106)
205
(901)
—
—

Amendment Effect
463
(205)
258(1)
(181)
77

After Amendment
(643)
—
(643)

Accounted for on a specific line item “Post-retirement benefit plan amendments” in the income statement.
Refer to Note 9.

G/ Alcatel-Lucent’s U.S. Pension
and Post-Retirement Obligations (in part)
The following tables summarize changes in the benefit obligation, the plan assets and the funded status of Alcatel-Lucent’s
U.S. pension and post-retirement benefit plans as well as the
components of net periodic benefit costs, including key assumptions. The measurement dates for plan assets and obligations were December 31, 2009 and December 31, 2008.
In addition, interim measurements were made to the major

IFRS ATT 2.351

plans as of March 31, June 30, and September 30, to reflect
the funded status of those plans in the financial statements
at the end of those periods. These interim measurements
impact the pension and post-retirement cost for the immediately succeeding period. All these data are included in the
figures presented on a consolidated basis in Notes 25b, c, d
and e).
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2009
Pension Benefits
USD

€

Post-Retirement Benefits
USD
€

(In millions)
Change in Benefit Obligation:
Benefit obligation at January 1, 2009
Service cost
Interest cost
Actuarial gains (losses)
Amendments
Transfer from U.S. Alcatel plan
Benefits paid
Medicare Part D subsidy
Plan participant contributions
Settlements
Curtailments
Special termination benefits
Other (reclassification and exchange rate changes)
Benefit obligation at December 31, 2009

(26,431)
(102)
(1,615)
(2,380)
302
—
2,431
—
—
—
(22)
(90)
—
(27,907)

(18,992)
(73)
(1,158)
(1,707)
216
—
1,743
—
—
—
(16)
(64)
679
(19,372)

(4,436)
(6)
(253)
(278)
51
—
711
(22)
(174)
—
(6)
(1)
—
(4,414)

(3,188)
(4)
(182)
(200)
37
—
510
(16)
(125)
—
(4)
(1)
109
(3,064)

Change in Plan Assets:
Fair value of plan assets at January 1, 2009
Actual return on plan assets
Benefits paid
Plan participant contributions
Company contributions
Transfer from U.S. Alcatel plan
420 transfer
Other (external transfer and exchange rate changes)
Fair value of plan assets at December 31, 2009

30,488
3,228
(2,431)
—
34
—
(343)
1
30,977

21,907
2,315
(1,743)
—
24
—
(246)
(754)
21,503

848
73
(711)
174
80
—
343
—
807

609
53
(510)
125
57
—
246
(20)
560

3,070
—
(2,199)
871

2,131
—
(1,526)
605

(3,607)
—
—
(3,607)

(2,504)
—
—
(2,504)

2,516

1,747

—

—

(1,645)
871

(1,142)
605

(3,607)
(3,607)

(2,504)
(2,504)

Funded status of the plan
Unrecognized prior service cost (credit)
Unrecognized surplus due to asset ceiling
Net asset (liability) recognized
Amounts Recognized in the Consolidated Statement
of Financial Positions:
Prepaid pension costs
Pensions, retirement indemnities and other post-retirement
benefit obligations
Net asset (liability) recognized
Additional Information (in part)

December 31, 2009
Pension Benefits
USD

€

Post-Retirement Benefits
USD
€

(In millions)
Benefit obligation by major plans:
U.S. management
U.S. occupational
Supplemental
Non-represented health
Formerly represented health
Group life and other
Benefit obligation at end of year

(17,044)
(10,446)
(395)
—
—
(22)
(27,907)

(11,831)
(7,251)
(274)
—
—
(16)
(19,372)

—
—
—
(458)
(2,508)
(1,448)
(4,414)

—
—
—
(318)
(1,741)
(1,005)
(3,064)

Plan assets by major plans:
U.S. management
U.S. occupational
Supplemental
Formerly represented health
Group life and other
Fair value of plan assets at end of year

15,812
15,161
—
—
4
30,977

10,976
10,524
—
—
3
21,503

—
—
—
338
469
807

—
—
—
235
325
560
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Components of Net Periodic Benefit (Cost) (in part)
2009
Pension Benefits
USD

(In millions)
Pension Credit/Post-Retirement Benefit (cost):
Service cost
Interest cost on benefit obligation
Expected return on plan assets
Amortization of unrecognized prior service costs
Subtotal
Special termination benefits
Curtailments
Settlements
Pension credit/post-retirement benefit (cost)
U.S. Pension/healthcare plan amendment
Pension credit/post-retirement benefit (cost)
Key Assumptions

Assumptions Used to Determine:
Benefit obligations—discount rate
Pension
Post-retirement health care and other
Post-retirement life
Rate of compensation increase
Net benefit cost or credit—discount rate
Pension
Post-retirement health care and other
Post-retirement life
Expected return on plan assets
Pension
Post-retirement health care and other
Post-retirement life

Dec. 2009

Dec. 2008

5.54%
4.93%
5.75%
3.84%

6.22%
6.16%
6.16%
3.96%

6.14%
5.80%
6.20%

6.71%
6.41%
6.79%

7.00%
2.39%
6.67%

7.27%
4.20%
6.95%

The weighted average expected rate of return on plan assets
that will be used to determine the calendar 2010 net periodic
benefit cost is 6.88% for pensions, 2.68% for post-retirement
health care benefits and 6.23% for post-retirement life insurance benefits.

Assumed Health Care Cost Trend
Rates
Health care cost trend rate assumed
for next year
Health care cost trend rate assumed
for next year (excluding
post-retirement dental benefits)
Rate that the cost trend rate
gradually declines to
Year that the rate reaches the rate it
is assumed to remain at

IFRS ATT 2.351

Dec. 31, 2009

Dec. 31, 2008

6.40%

6.90%

6.50%

7.00%

5.90%

5.90%

2013

2012

€

Post-Retirement Benefits
USD
€

(102)
(1,614)
2,058
(1)
341

(73)
(1,158)
1,476
(1)
244

(6)
(254)
36
—
(224)

(4)
(182)
26
—
(160)

(90)
(22)
—
229
302
531

(64)
(16)
—
164
217
381

(1)
(5)
—
(230)
51
(179)

(1)
(4)
—
(165)
37
(128)

The assumed health care cost trend rate has a significant effect on the amounts reported. A one-percentage-point change
in the assumed health care cost trend rate would have the following effects:

(In millions of U.S. dollars)
Effect on total of service and interest
cost components
Effect on post-retirement benefit obligation

1 Percentage Point
Increase
Decrease
(8)
(133)

7
120

Discount rates for Alcatel-Lucent’s U.S. plans are determined
using the values published in the “original” CitiGroup Pension
Discount Curve which is based on AA-rated corporate bonds.
Each future year’s expected benefit payments are discounted
by the corresponding value in the CitiGroup Curve, and for
those years not presented in the CitiGroup Curve, we use the
value of the last year presented for benefit payments expected
to occur beyond the final year of the Curve. Then a single discount rate is selected that results in the same interest cost for
the next period as the application of the individual rates would
have produced. Rates are developed distinctly for each major plan; some very small plans are grouped for this process.
The average durations of Alcatel-Lucent major pension obligations and post-retirement health care obligations were 9.59
years and 6.07 years, respectively, as of December 31, 2009
(9.31 years and 5.92 years, respectively, as of December 31,
2008).
Alcatel-Lucent considered several factors in developing its
expected rate of return on plan assets, including its historical returns and input from its external advisors. Individual
asset class return forecasts were developed based upon current market conditions, for example, price-earnings levels and
yields and long-term growth expectations. The expected longterm rate of return is the weighted average of the target asset allocation of each individual asset class. Alcatel-Lucent’s
long-term expected rate of return on plan assets included an
anticipated premium over projected market returns received
from its external advisors of 7.47% for its management plan
and 5.75% for its occupational plan as of December 31, 2009
(7.63% for its management plan and 6.04% for its occupational plan as of December 31, 2008). Its actual 10-year annual rate of return on pension plan assets was 5.64% for the
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year ending December 31, 2009 (6.57% for the year ending
December 31, 2008).
The mortality assumption for Alcatel-Lucent’s U.S. plans
is based on actual recent experience of the participants in
our management pension plan and our occupational pension
plans. For the 2009 year-end valuation, we updated the mortality assumptions, again based on the actual experience of
the two plans. This update had a $464 million negative effect
on the benefit obligation of the Management Pension Plan and
a $100 million negative effect on the benefit obligation of the
U.S. Occupational pension plans. This effect is recognized in
the Statement of Comprehensive Income.
Plan Assets
The following table summarizes the target asset allocation
ranges and our actual allocation of our pension and postretirement trusts by asset category.

Pension Target
Allocation Range

Percentage of
Pension Plan
Assets

Post-Retirement
Target Allocation

Percentage of
Post-Retirement
Plan Assets

December 31, 2009
Asset category
Equity securities
Fixed income securities
Real estate
Private equity and other
Cash
Total

12%–19%
59%–80%
4%–8%
6%–12%
—

15%
68%
6%
11%
—
100%

28%
40%
—
—
32%

28%
40%
—
—
32%
100%

December 31, 2008
Asset category
Equity securities
Fixed income securities
Real estate
Private equity and other
Cash
Total

16%–30%
54%–70%
4%–8%
6%–12%

17%
64%
8%
11%
—
100%

27%
41%

24%
44%

32%

32%
100%

The majority of Alcatel-Lucent’s U.S. pension plan assets are
held in a master pension trust. Alcatel-Lucent’s U.S. postretirement plan assets are held in two separate trusts in addition to the amount set aside in the master pension trust for
retiree healthcare. Plan assets are managed by independent
investment advisors with the objective of maximizing surplus
returns with a prudent level of surplus risk. Alcatel-Lucent periodically completes asset-liability studies to assure that the
optimal asset allocation is maintained in order to meet future
benefit obligations. The Board of Directors formally approves
the target allocation ranges every two to three years upon
completion of a study by the external advisors and internal
investment management. During the fourth quarter of 2007,
the allocation of the U.S. pension plan assets was changed as
part of a routine periodic review. The overall pension plan asset portfolio now reflects a balance of investments split about
37.5/62.5 between equity (which includes alternative investments for this purpose) and fixed income securities compared
to the previous split of about 50/50 between equity and fixed
income. Alcatel-Lucent believes this action was prudent given
the demographics, funded status and future obligations for
its pension plans. Investment advisors managing plan assets may use derivative financial instruments including futures

contracts, forward contracts, options and interest rate swaps
to manage market risk.
Pension plan assets included $0.2 million of Alcatel-Lucent
ADSs (American Depository Shares) as of December 31,
2009 ($0.0 million and $0.4 million of Alcatel-Lucent ADSs as
of December 31, 2008 and December 31, 2007, respectively).
Contributions
Alcatel-Lucent contributes to its pension and post-retirement
benefit plans to make benefit payments to plan participants
and to pre-fund some benefits by means of trust funds. For
Alcatel-Lucent’s U.S. pension plans, the funding policy is to
contribute amounts to the trusts sufficient to meet minimum
funding requirements as set forth in employee benefit and tax
laws plus such additional amounts as Alcatel-Lucent may determine to be appropriate. Contributions are made to benefit
plans for the sole benefit of plan participants.
Funding requirements for our major U.S. pension plans are
determined by applicable statutes, namely the Employee Retirement Income Security Act of 1974 (“ERISA”), and regulations (the “Code”) issued by the Internal Revenue Service
(the “IRS”). The Pension Protection Act of 2006 (the “PPA”)
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increased the funding target for determining required contributions, from 90% to 100% of the funding obligation, in 2%
annual increments at each January 1 valuation date beginning
in 2008 and ending with a 4% increment on January 1, 2011.
The PPA was amended by the Worker, Retiree, and Employer
Recovery Act of 2008 (“WRERA”) and provided additional alternative methods for determining the funding obligation and
the value of plan assets which included look-back averaging
periods of up to twenty-four months. Once selected for January 1, 2008, changes in methods required approval by the
Internal Revenue Service. However, in October 2009, the IRS
released guidance stating that, with few exceptions, methodology changes for January 1, 2009 and January 1, 2010 would
be automatically approved.
Prior to the PPA, Section 420 of the Code provided for the
transfer of pension assets (“Section 420 Transfer”) in excess
of 125% of a pension plan’s funding obligation to be used to
fund the healthcare costs of that plan’s retired participants.
The Code permitted only one transfer in a tax year with transferred amounts being fully used in the year of the transfer. It
also required the company to continue providing healthcare
benefits to those retirees for a period of five years beginning
with the year of the transfer (cost maintenance period), at the
highest per-person cost it had experienced during either of the
two years immediately preceding the year of the transfer. With
some limitations, benefits could be eliminated for up to 20%
of the retiree population, or reduced for up to 20% for 100%
of the retiree population, during the five year period. The PPA
as amended by the U.S. Troop Readiness, Veterans’ Care,
Katrina Recovery, and Iraq Accountability Appropriations Act
of 2007, expanded the types of transfers to include transfers
covering a period of more than one year from assets in excess
of 120% of the funding obligation, with the cost maintenance
period extended through the end of the fourth year following
the transfer period, and the funded status being maintained

(In millions of U.S. dollars)
2010
2011
2012
2013
2014
2015–2019

IFRS ATT 2.351

Non-Qualified
Pension Plans
33
32
32
32
32
154

at a minimum of 120% during each January 1 valuation date
in the transfer period. The amendments also provided for collective bargained transfers, both single year and multi-year,
wherein an enforceable labor agreement is substituted for the
cost maintenance period.
On December 27, 2006, Alcatel-Lucent made a Section
420 “collectively bargained transfer” of excess pension assets from the U.S. occupational pension plan in the amount
of $504 million to fund healthcare benefits for formerly unionrepresented retirees for the period beginning October 1, 2006
through December 31, 2007. On December 29, 2008, AlcatelLucent made a Section 420 “collectively bargained transfer”
of excess pension assets from the U.S. occupational pension
plan in the amount of $653 million to fund healthcare benefits
for formerly union-represented retirees for the period beginning January 1, 2008 through about September 30, 2009. On
November 2, 2009, Alcatel-Lucent made a Section 420 “collectively bargained transfer” of excess pension assets from
the U.S. occupational pension plan in the amount of $343 million to fund healthcare benefits for formerly union-represented
retirees for the period beginning October 1, 2009 through
about September 30, 2010. Alcatel-Lucent expects to make
another “collectively bargained” transfer during 2010 from the
U.S. Occupational pension plans to fund healthcare benefits
for formerly union-represented retirees for the remainder of
2010 through the first nine months of 2011.
The following table summarizes expected contributions (net
of Medicare Part D subsidies) to its various pension and postretirement plans through calendar 2019. Alcatel-Lucent does
not have to make contributions to its qualified U.S. pension
plans during calendar 2010, and does not expect to make
any during 2011. Alcatel-Lucent is unable to estimate the expected contributions to its qualified U.S. pension plans beyond
calendar 2011. Actual contributions may differ from expected
contributions, due to various factors, including performance of
plan assets, interest rates and potential legislative changes.
The table below reflects the use of excess pension assets
to fund 2010 healthcare costs for formerly union-represented
retirees.
Pension
Formerly Represented
Retiree Health Plans
(8)
321
457
233
224
882

Post-Retirement
Non-Represented
Other Benefit
Retiree Health Plans
Plans
59
8
56
7
52
7
48
37
43
52
172
258
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Benefit Payments
The following table summarizes expected benefit payments
from Lucent’s various pension and post-retirement plans
through calendar 2019. Actual benefit payments may differ
from expected benefit payments. These amounts are reflected
net of expected plan participant contributions and the annual
Medicare Part D subsidy of approximately $35 million.

(In millions of U.S. dollars)
2010
2011
2012
2013
2014
2015–2019

Qualified U.S.
Management
Pension Plans
1,360
1,342
1,329
1,315
1,300
6,239

Pension
Qualified U.S.
Occupational
Pension Plans
1,092
979
953
927
899
4,040

The actuarial assumptions used to determine if pension plan
funding is required are specified by the Pension Protection
Act of 2006 (PPA) as modified by the Worker, Retiree and
Employer Recovery Act of 2008 (WRER). These bills allow a
pension plan sponsor to choose among a limited set of options
for ascertaining the plan asset and obligation values used to
determine funding requirements. Certain of these actuarial
assumptions differ from those used for accounting purposes
in a way that becomes significant in volatile markets. While
the basis of developing discount rates in both cases are corporate bond yields, for accounting purposes we use a yield
curve developed by CitiGroup as of the close of the last business day of December, whereas the PPA allows either a daily
average yield curve for the month of December or a two-year
average yield curve. Also, available fair value of assets as
of the close of the last business day of December must be
used for accounting purposes, but the PPA and the WRER
provide for “asset smoothing” options that average fair values
over periods as long as two years with limited expected returns being included in the averaging. Both of these sets of
options minimize the impact of sharp changes in asset values
and corporate bond yields in volatile markets. Corporate bond
yields dropped sharply during the last two weeks of December 2008, which resulted in a financial reporting discount rate
that is significantly (more than 70 basis points) lower than the
one used for regulatory funding valuation. A preliminary evaluation of the funded status of the U.S. Management Pension
Plan for regulatory funding valuation purposes indicates that
this plan is over 100% funded at year end. On the other hand,
this plan was underfunded by U.S. $1,232 million on December 31, 2009 for accounting purposes. In addition, under the
PPA transition target rules, we would only need to fund this
plan if the funded ratio were to decline below 96%. Although
certain data such as the December 31, 2009 private equity
and real estate values and the January 1, 2010 census data
will not be final until the second quarter of 2010, we do not
expect any contributions being required through 2011.
Regarding healthcare benefits, it is important to note that
both management and formerly union represented retirees
benefits are capped for those who retired after February 28,
1990 (the benefit obligation associated with this retiree group
approximated 41% of the total U.S. retiree healthcare obligation as of December 31, 2009) ; and Medicare is the primary

Non-Qualified
Pension Plans
33
32
32
32
32
154

Formerly
Represented Retiree
Health Plans
330
321
457
233
224
882

Post-Retirement
Non-Represented
Retiree Health
Plans
59
56
52
48
43
172

Other
Benefit
Plans
88
90
92
94
95
496

payer (pays first) for those age 65 and older which make up
almost all of uncapped retirees.

Note 34: Contingencies
In addition to legal proceedings incidental to the conduct of
its business (including employment-related collective actions
in France and the United States) which management believes
are adequately reserved against in the financial statements
or will not result in any significant costs to the Group, AlcatelLucent is involved in the following legal proceedings.
E/ Lucent’s Employment and Benefits Related Cases
In October 2005, a purported class action was filed by Peter A.
Raetsch, Geraldine Raetsch and Curtis Shiflett, on behalf of
themselves and all others similarly situated, in the U.S. District
Court for the District of New Jersey. The plaintiffs alleged that
Lucent failed to maintain health care benefits for retired management employees for each year from 2001 through 2006
as required by the Internal Revenue Code, the Employee Retirement Income Security Act, and the Lucent pension and
medical plans. Upon motion by Lucent, the court remanded
the claims to Lucent’s claims review process. A Special Committee was appointed and reviewed the claims of the plaintiffs and Lucent filed a report with the Court on December
28, 2006. The Special Committee denied the plaintiffs’ claims
and the case returned to the court, where limited discovery
was completed.
By Opinion and Order, each dated June 11, 2008, the court
granted in part and denied in part plaintiffs’ motion for summary judgment (as to liability) and denied Lucent’s crossmotion for summary judgment (also as to liability). Specifically,
the court found that Lucent had violated the Plan’s maintenance of benefits requirement with respect to the 2003 plan
year but that the record before the court contained insufficient facts from which to conclude whether those provisions
were violated for years prior to 2003. The court also “tentatively” ruled that defendants had not violated the Plan’s maintenance of cost provisions for the years 2004 through 2006.
The court ordered the parties to engage in further discovery proceedings. Finally, the court denied, without prejudice,
plaintiff’s motion for class certification. On June 26, 2008, Lucent requested the court to certify the case for appeal to the
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Third Circuit Court of Appeals in its discretion. This request
was denied.
As a result of the court’s findings for 2003, Lucent established a provision for U.S. $27 million during the second quarter of 2008. As a result of the ongoing discovery and analysis,
this reserve was adjusted from time to time, most recently to
U.S. $28 million as of September 30, 2009. On January 21,
2010, the parties agreed to settle the lawsuit for the sum of
U.S. $36 million. The settlement is memorialized in a binding and executed Settlement Agreement. The settlement is
subject to court approval, including approval of the settlement amount and the amount of class counsel’s fees to be
deducted therefrom, approval of a plan of allocation of the net
settlement proceeds to class members, and certification of a
settlement class by the court.
Lucent implemented various actions to address the rising
costs of providing retiree health care benefits and the funding
of Lucent pension plans. These actions led to the filing of
cases against Lucent (now closed) and may lead to the filing
of additional cases.
In September 2004, the Equal Employment Opportunity
Commission (EEOC) had filed a purported class action lawsuit against Lucent, EEOC v. Lucent Technologies Inc., in the
U.S. District Court in California, for gender discrimination with
respect to the provision of service credit for purposes of a
pension plan. In a case concerning a similar plan, the U.S.
Supreme Court decided in May 2009 that such plan is not unlawful unless there is evidence of intentional discrimination.
In light of this judgment, the EEOC voluntarily dismissed this
matter, and the dismissal was approved by the District Court
on July 27, 2009.

Funded and Unfunded Defined Benefit Plans,
Recognition of Actuarial Gains and Losses
Using the Corridor Approach
2.352

Royal Dutch Shell plc (Dec 2009)
Author’s Note
See section 3, Statement of Comprehensive Income and
Related Disclosures, for excerpts from the Royal Dutch
Shell’s financial statements related to the effects on
profit or loss and other comprehensive income of postemployment benefit obligations.
CONSOLIDATED BALANCE SHEET (in part)
Liabilities
Non-current liabilities
Retirement benefit obligations
Current liabilities
Retirement benefit obligations
Total liabilities
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Notes

Dec. 31, 2009

Dec. 31, 2008

18

5,923
69,257

5,469
48,006

18

461
84,789
154,046

383
105,529
153,535

NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (in part)
Note 2: Accounting Policies (in part)
Employee Benefits (in part)
A—Employee Retirement Plans (Pensions)
Retirement plans to which employees contribute and many
non-contributory plans are generally funded by payments to
independent trusts. Where, due to local conditions, a plan is
not funded, a provision is made. Valuations of both funded
and unfunded plans are carried out annually by independent
actuaries.
For plans that define the amount of pension benefit to be
provided, pension cost primarily represents the increase in the
actuarial present value of the obligation for pension benefits
based on employee service during the year and the interest
on this obligation in respect of employee service in previous
years, net of the expected return on plan assets.
Actuarial gains and losses are accounted for using the corridor method. Under this method, to the extent that any cumulative unrecognised actuarial gain or loss exceeds 10% of the
greater of the present value of the defined benefit obligation
and the fair value of plan assets, that portion is recognised in
income over the expected average remaining working lives of
the employees participating in the plan. Otherwise, the actuarial gain or loss is not recognised.
For plans where benefits depend solely on the amount contributed to the employee’s account and the returns earned on
investment of these contributions, pension cost is the amount
of contributions payable by subsidiaries for the period.

Note 3: Key Accounting Estimates and Judgements
(in part)
Employee Retirement Plans
Retirement plans are provided for employees of all major subsidiaries and generally provide defined benefits based on employees’ years of service and average/final pensionable remuneration. The plans are typically structured as separate legal
entities managed by trustees.
The amounts reported for Shell’s employee retirement
plans are disclosed in Note 18 and are calculated in accordance with IFRS. Plan assets and benefit obligations are
subject to significant volatility as market values and actuarial
assumptions change. Under the IFRS methodology adopted
by Shell (see Note 2 under “Employee benefits”), volatility in
the amounts recognised in the Consolidated Financial Statements is reduced as the methodology provides for unexpected
changes in the amount of plan assets and benefit obligations
(actuarial gains and losses) to be amortised over the average
remaining employee work life rather than being recognised
immediately in the Consolidated Financial Statements.
Local trustees manage the pension funds and set the required contributions from subsidiaries based on independent
actuarial valuation rather than the IFRS measures.
Pension benefit cost reported by Shell primarily represents
the change in actuarial present value of the obligation for
benefits based on employee service during the year and the
interest on the obligation in respect of employee service in
previous years, net of the expected return on plan assets.
The calculations are sensitive to changes in the assumptions
made regarding future outcomes. Substantial judgement is
required in determining the assumptions, which vary for the
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different plans but are determined under a common process
in consultation with independent actuaries and in the light of
local conditions. The principal assumptions and their bases
are as follows:
• rates of increase in pensionable salaries: historical outturns and management’s long-term expectation;
• mortality rates: the latest available standard mortality
tables for the individual countries concerned. The assumptions for each country are reviewed each year and
are adjusted where necessary to reflect changes in fund
experience and actuarial recommendations;
• discount rates used to convert future cash flows to current values: prevailing long-term AA corporate bond
yields, which can be volatile, chosen to match the duration of the relevant obligations;
• expected rates of return on plan assets: a projection of
real long-term bond yields and an equity risk premium,
which are combined with local inflation assumptions and
applied to the actual asset mix of each plan. The amount
of the expected return on plan assets is calculated using
the expected rate of return for the year and the fair value
of assets at the beginning of the year.
The weighted average values applicable for the principal plans
in Shell are given in Note 18, together with information on
sensitivities. The assumptions are reviewed annually.
Fair Value Measurements (in part)
Certain financial instruments and other derivative contracts,
including those that contain embedded derivatives, are required to be recognised at fair value, as described in Note 2.
For those items required to be carried at fair value at each
balance sheet date, changes in their carrying amounts are
recognised in income or in other comprehensive income. In
addition, comparisons of the carrying amounts of other financial assets and financial liabilities with their fair values and the
fair values of pension assets are required to be disclosed.

Note 16: Debt and Lease Arrangements (in part)
D—Gearing and Net Debt (in part)
Net debt excludes the following items:
($ million)
Net present value of operating lease obligations(a)
Under-funded retirement benefit obligations(b)
Fair value hedges related to debt(c)
Cash required for operational requirements
Net debt, as reported
Adjusted net debt
(a)
(b)

(c)

2009

2008

14,798
7,118
(1,418)
2,000
22,498
25,314
47,812

16,445
11,834
(481)
2,300
30,098
8,081
38,179

Total future minimum operating lease payments at December 31
(see Note 16) discounted at 3% in 2009 (2008: 5%).
The excess of pension and other retirement obligations over related plan assets of $3,293 million (2008: $8,340 million) and
$3,825 million (2008: $3,494 million) respectively (see Note 18).
The fair value of hedging derivatives in designated fair value
hedges, net of related accrued interest.

Note 18: Retirement Benefits
Retirement plans are provided for employees of all major
subsidiaries. The nature of such plans varies according to
the legal and fiscal requirements and economic conditions
of the country in which the employees are engaged. Generally, the plans provide defined benefits based on employees’ years of service and average/final pensionable remuneration.
Some subsidiaries have established unfunded defined benefit plans to provide certain other retirement healthcare and
life insurance benefits (other benefits) to their retirees. Entitlement to these other benefits is usually based on the employee
remaining in service up to retirement age and the completion
of a minimum service period.

($ million)
Change in defined benefit obligation
Obligations for benefits based on employee service to date at January 1
Increase in present value of the obligation for benefits based on employee service during the year
Interest on the obligation for benefits in respect of employee service in previous years
Benefit payments made
Actuarial losses/(gains)
Other movements
Currency translation differences
Obligations for benefits based on employee service to date at December 31
Change in plan assets
Plan assets held in trust at fair value at January 1
Expected return on plan assets
Actuarial gains/(losses)
Employer contributions
Plan participants’ contributions
Benefit payments made
Other movements
Currency translation differences
Plan assets held in trust at fair value at December 31
Plan assets in excess of/(less than) the present value of obligations for benefits at December 31
Unrecognised net actuarial losses since adoption of IFRS
Unrecognised past service cost/(credit)
Net amount recognized

Pension Benefits
2009
2008

Other Benefits
2009
2008

52,639
965
3,131
(2,862)
5,472
281
3,092
62,718

62,523
1,202
3,337
(2,963)
(3,698)
(151)
(7,611)
52,639

3,494
57
222
(138)
(28)
177
41
3,825

3,179
59
187
(134)
269
(6)
(60)
3,494

44,299
3,142
6,256
5,216
88
(2,862)
25
3,261
59,425
(3,293)
10,640
12
7,359

76,198
4,974
(27,061)
1,636
75
(2,963)
80
(8,640)
44,299
(8,340)
12,085
12
3,757

(3,825)
43
48
(3,734)

(3,494)
69
14
(3,411)
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Total
($ million)
Amounts recognised in the Consolidated
Balance Sheet:
Pre-paid pension costs
Retirement benefit obligations:
Non-current
Current
Net amount recognised

Pension Benefits
2009
2008

Other Benefits
2009
2008

2009

2008

10,009

6,198

10,009

6,198

(5,923)
(461)
3,625

(5,469)
(383)
346

(2,387)
(263)
7,359

(2,241)
(200)
3,757

(3,536)
(198)
(3,734)

(3,228)
(183)
(3,411)

Additional Information ($ million)
Pension Benefits
Obligation for pension benefits in respect of unfunded plans
Obligation for pension benefits in respect of funded plans
Total defined benefit obligation
Experience adjustments as a percentage of the total benefit obligation
Plan assets
Experience adjustments as a percentage of plan assets
Plan (deficit)/surplus
Actual return on plan assets
Other Benefits
Total benefit obligation (unfunded)
Experience adjustments as a percentage of the total benefit obligation

2009

2008

2007

2006

2005

3,087
59,631
62,718
(0.5)%
59,425
10.5%
(3,293)
9,398

2,684
49,955
52,639
1.0%
44,299
(61.1)%
(8,340)
(22,087)

2,505
60,018
62,523
0.7%
76,198
1.3%
13,675
5,846

1,931
58,327
60,258
0.7%
67,479
6.1%
7,221
8,133

1,904
53,773
55,677
0.2%
54,650
10.8%
(1,027)
9,290

3,825
(1.9)%

3,494
0.6%

3,179
6.0%

3,163
0.7%

3,143
0.0%

Employer contributions to defined benefit pension plans during 2010 are estimated to be $2.1 billion.
Benefit Costs
($ million)
Service cost
Interest cost
Expected return on plan assets
Other components
Cost/(income) of defined benefit plans
Payments to defined contribution plans
Total

2009
965
3,131
(3,142)
1,033
1,987
269
2,256

Benefit costs are reported principally within production and
manufacturing expenses in the Consolidated Statement of
Income.
Weighted average plan asset allocations by asset category
for the principal pension plans in Shell are:

Equities
Debt securities
Real estate
Other
Total

Target
Allocation at
Dec. 31, 2009
47%
43%
6%
4%
100%

Percentage of Plan
Assets at Dec. 31
2009
2008
53%
49%
40%
48%
2%
2%
5%
1%
100%
100%

Long-term investment strategies of plans are generally determined by the responsible pension fund trustees using a
structured asset liability modelling approach to determine the
asset mix that best meets the objectives of optimising investment returns within agreed risk levels while maintaining adequate funding levels.
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Pension Benefits
2008
1,202
3,337
(4,974)
(383)
(818)
263
(555)

2007
1,188
3,051
(4,821)
158
(424)
233
(191)

2009
57
222

Other Benefits
2008
59
187

2007
50
171

144
423

7
253

68
289

423

253

289

Assumptions and Sensitivities
Defined Benefit Pension Plans
The weighted averages for the principal assumptions applicable for the principal defined benefit pension plans in Shell
are:
2009
Assumptions used to determine benefit
obligations at December 31
Expected rates of increase in pensionable
salaries
Discount rates
Assumptions used to determine benefit
costs for year ended December 31
Expected rates of increase in pensionable
salaries
Discount rates
Expected rates of return on plan assets

2008

2007

5.5%
5.5%

4.4%
6.0%

4.0%
5.7%

4.4%
6.0%
6.7%

4.0%
5.7%
6.9%

3.9%
5.0%
7.1%
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Demographic (including mortality) assumptions are determined in the light of local conditions. Mortality assumptions
are reviewed annually and are based on the latest available
standard mortality tables for individual countries concerned,
adjusted where appropriate to reflect the experience of Shell.
In 2009, new mortality tables were adopted for some countries, notably the UK. At December 31, 2009, the average total
life expectancy for males and females currently aged 60 years
is 86 years and 88 years respectively (2008: 85 years and 87
years respectively).
The long-term assumptions for pensionable salary increases, used to determine benefit obligations at December
31, 2009, were increased by 0.75% in respect of UK plans
(2008: 0.50% decrease) and by 0.25% in respect of US plans
(2008: no change), reflecting market-related changes in the
underlying inflation assumption for these plans.
The assumptions for discount rates reflected decreases of
AA rated corporate bond yields of 0.70% in the Eurozone
(2008: 0.40% increase), of 0.30% in the UK (2008: 0.20%
increase) and of 0.30% in the USA (2008: 0.20% increase).
For pension benefits, the sensitivity at December 31, 2009,
to a change of one percentage point in certain principal assumptions is as follows:

($ million)
Expected rates of increase in
pensionable salaries
Change in defined benefit obligation
Change in annual pension benefit cost
(pre-tax)
Discount rates
Change in defined benefit obligation
Change in annual pension benefit cost
(pre-tax)
Expected rates of return on plan assets
Change in annual pension benefit cost
(pre-tax)

One-Percentage Point
Increase
Decrease

Other Defined Benefit Plans
The weighted averages for the discount rate and healthcare
cost trend rates applicable for the principal other benefit plans
in Shell are:
2009
Discount rates (used to determine benefit
obligations)
Healthcare cost trend rate in year after
reporting year
Ultimate healthcare cost trend rate
Year ultimate healthcare cost trend rate
is applicable

2008

2007

5.9%

6.3%

6.0%

7.9%
4.3%

8.2%
4.2%

8.1%
4.6%

2027

2027

2013

The effect of a one percentage point increase/(decrease) at
December 31, 2009, in the annual rate of increase in the
assumed healthcare cost trend rates would be to increase/
(decrease) the defined benefit obligation by approximately
$479 million/($394 million) and the annual benefit cost (pretax) by approximately $34 million/($28 million).

Curtailments and Termination Benefits
2.353

2,069

(1,837)

241

(211)

(7,783)

9,762

(127)

134

(588)

588

Gerdau S.A. (Dec 2009)
CONSOLIDATED BALANCE SHEETS (in part)
As of December 31, 2009 and 2008
In thousands of Brazilian reais (R$)
Note

The effect of an increase/(decrease) of one year in life expectancy would be to increase/(decrease) the defined benefit
obligation by approximately $1,893 million/($1,965 million).
The impact on the retirement benefit obligation reflected
in Shell’s Consolidated Balance Sheet and on Shell’s annual
pension benefit cost of changes in assumptions described
above excludes the effects of any amortisation of actuarial
gains and losses resulting from such changes. The amortisation would vary from year to year by fund depending on
whether or not the cumulative unrecognised actuarial gains
and losses exceed the corridor (see Note 2). Any amounts
outside the corridor would be recognised in income over the
expected average remaining employee working lives for the
relevant fund, the average of which across all funds at December 31, 2009, is 12 years (2008: 13 years).

Current Liabilities
Payroll and related liabilities
Non-Current Liabilities
Employee benefits
Total liabilities and equity

20

2009

2008

354,518
4,818,521

551,941
8,475,437

961,300
17,760,002
44,583,316

1,275,985
25,531,499
59,050,514

NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (in part)
Note 2—Summary of Significant Accounting Practices
(in part)
2.11—Employee Benefits
The Company has several employee benefit plans including
pension and retirement plans, health care benefits, profit sharing, bonus, and share-based payment, as well as other retirement and termination benefits. The main benefit plans granted
to the Company’s employees are described in notes 20 and
25.
The actuarial obligations related to the pension and retirement benefits and the actuarial obligations related to the
health care plans are recorded based on actuarial calculations performed every year by actuaries, using the projected
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unit credit method, net of the assets that fund the plan, when
applicable, and the related costs are recognized over the employees’ vesting period. Any employee benefit plan surpluses
are also recognized up to the probable amount of reduction
in future contributions of the plans’ sponsor.
The projected unit credit method considers each period of
service as a triggering event of an additional benefit unit,
which is accrued to calculate the total obligation. Other actuarial assumptions are also used such as estimates of the
increase of healthcare costs, demographical and economic
hypotheses and, also, historical costs and employee contributions.
Actuarial gains and losses arising from adjustments and
changes in actuarial assumptions of the pension and retirement benefit plans and actuarial obligations related to the
health care plan are recognized directly in Equity as described
in Note 20. The Company believes that the recognition of actuarial gains and losses in Equity provides a better presentation of these changes in the consolidated financial statements
when considered as a whole.

Note 20—Employee Benefits

2.19—Application of Judgment and Critical Accounting
Policies When Preparing Consolidated Financial Statements
(in part)

a) Post-Employment Defined Benefit Pension Plan

b) Pension and Post-Employment Benefits
Actuarial gains and losses are recorded in the period in which
they are originated and are recorded in the statement of comprehensive income.
The Company recognizes its obligations related to employee benefit plans and related costs, net of plan assets,
in accordance with the following practices:
i) The cost of pension and other post-employment benefits provided to employees is actuarially determined using
the projected unit credit method and management’s best
estimate of expected investment performance for funded
plans, salary increase, retirement age of employees and
expected health care costs. The discount rate used for
determining future benefit obligations is an estimate of
the interest rate in effect at the balance sheet date on
high-quality fixed-income investments with maturities that
match the expected maturity of obligations.
ii) Pension plan assets are stated at fair value.
iii) A plan curtailment results from significant changes in the
expected service period of active employees. A net curtailment loss is recognized when the event is probable and
can be estimated, while a net curtailment gain is deferred
until realized.
In accounting for pension and post-retirement benefits, several statistical and other factors that attempt to anticipate future events are used to calculate plan expenses and liabilities.
These factors include discount rate assumptions, expected
return on plan assets, future increases in health care costs,
and rate of future compensation increases. In addition, actuarial computation other factors whose measurement involves
judgment are used such as withdrawal, turnover, and mortality
rates. The actuarial assumptions used by the Company may
differ materially from actual results in future periods due to
changing market and economic conditions, regulatory events,
judicial rulings, higher or lower withdrawal rates, or longer or
shorter participant life spans.
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Considering all kinds of employee benefits granted by the
Company and its subsidiaries, assets and liabilities as of
December 31, 2009, are as follows:

Actuarial assets—defined benefit pension
plan
Actuarial assets—defined contribution
pension plan
Total assets
Actuarial liabilities—defined benefit pension
plan
Actuarial liabilities—Post-employment
health care benefit
Retirement and termination benefit liabilities
Total liabilities

2009

2008

476,701

209,312

39,659
516,360

62,135
271,447

433,522

617,567

243,156
284,622
961,300

302,401
356,017
1,275,985

The Company and other subsidiaries in Brazil are the cosponsors of defined benefit pension plans for almost all
employees (“Açominas Plan” and “Gerdau Plan”).
The Açominas Plan is managed by Fundaçăo Açominas de
Seguridade Social—Aços, a pension entity that provides benefits that supplement the social security benefits of employees
and retirees of the Ouro Branco Unit of Gerdau Açominas S.A.
The assets of the Açominas Plan are comprised mainly of investments in bank certificates of deposit, federal government
securities, marketable securities, and real estate.
The Gerdau Plan is managed by Gerdau—Sociedade de
Previdência Privada, a pension entity that provides benefits
that supplement the social security benefits of employees and
retirees of the Company and subsidiaries in Brazil. The assets of the Gerdau Plan consist of investments in bank certificates of deposit, federal government securities and marketable securities.
Also, the Canadian and American subsidiaries sponsor defined benefit plans (Canadian Plan and American Plan) that
cover substantially all of their employees and provide benefits
that supplement the retirement benefits of the employees of
Gerdau Ameristeel Corporation and its subsidiaries and Gerdau MacSteel. The assets of the Plans are comprised mainly
of marketable securities.
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Brazilian Plans
The current expense of the defined benefit pension plans is
as follows:
2009
47,807
122,140
(219,615)
(11,359)
(61,027)

2008
40,448
103,952
(194,660)
(10,508)
(60,768)

2007
34,479
92,126
(169,095)
(5,885)
(48,375)

Variation of the Plan Obligations
Obligation at the beginning of the year
Cost of service
Cost of interest
Payments of the benefits
Actuarial gains on the obligation
Others
Obligation at the end of the year

2009
1,153,712
47,807
122,140
(42,775)
(12,725)
(515)
1,267,644

2008
1,014,603
40,448
103,952
(30,158)
25,106
(239)
1,153,712

2007
899,508
34,479
92,126
(26,346)
14,836
—
1,014,603

Variation of the Plan Assets
Fair value of the plan assets at the begining of the year
Return of the plan assets
Contributions from sponsors
Contributions from participants
Payments of benefits
Actuarial gains (losses) on the assets
Others
Fair value of plan assets at the end of the year

2009
1,837,694
333,268
15,460
3,360
(42,775)
162,458
(641)
2,308,824

2008
1,701,896
194,660
25,789
11,107
(30,158)
(65,071)
(529)
1,837,694

2007
1,416,097
169,095
21,691
9,171
(26,346)
112,188
—
1,701,896

2009
(162,458)
(12,725)
7,999
(167,184)

2008
65,071
25,106
(599)
89,578

2007
(112,188)
14,836
(3,286)
(100,638)

Cost of current service
Cost of interest
Expected return on plan assets
Expected contribution from employees
Net pension benefit
The reconciliation for assets and liabilities of the plans is as
follows:

Total obligations
Fair value of the assets of the plan
Balance of assets
Total assets, net
Restriction on actuarial assets due
to restrictions of recovery
Net asset
Assets recognized

2009
(1,267,644)
2,308,824
1,041,180
1,041,180

2008
(1,153,712)
1,837,694
683,982
683,982

(568,965)
472,215
472,215

(455,436)
228,546
228,546

Changes in plan assets and actuarial liabilities were as
follows:

Amounts recognized as actuarial gains and losses in Equity
are as follows:
Gains and Losses Recognized in Equity
Actuarial (gains) losses in plan assets
Actuarial (gains) losses in obligations
Actuarial losses (gains) in contributions from employees
Actuarial gains (losses) recognized in Equity
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The historical actuarial gains and losses of the plan are as
follows:
2009
(1,267,644)
2,308,824
1,041,180

2008
(1,153,712)
1,837,694
683,982

2007
(1,014,603)
1,701,896
687,293

2006
(899,508)
1,416,097
516,589

Experience adjustments on plan liabilities
Experience adjustments on plan assets

(12,725)
(162,458)

25,106
65,071

14,836
(112,188)

36,411
(82,258)

Actuarial gains and losses are recognized in the period in
which they occur and are recorded directly in Equity.
The target allocation for 2010 is shown below:

variable income 0% to 25%, real estate allocation 0% to 5%,
and loans 1% to 5%.

Defined benefit obligation
Fair value of the plan assets
Superavit

North American Plans
Fixed income
Variable income
Real estate
Loans
Total

Gerdau Plan
65.5%
34.5%
—
—
100%

Açominas Plan
85.2%
12.7%
0.3%
1.8%
100%

The investment strategy for the Gerdau Plan is based on a
long-term macroeconomic scenario. This scenario assumes
a reduction in Brazil’s sovereign risk, moderate economic
growth, stable levels of inflation and exchange rates, and moderate interest rates. The composition of plan assets comprises
fixed and variable income investments. The fixed income target allocation ranges from 55% to 100%, and forecast for variable income allocation ranges from 0% to 45%.
The Açominas Plan intends to achieve expected investment
returns in the short and long-term through the best ratio of risk
to expected return. Goals for allocation according to investment policy targets are as follows: fixed income 70% to 100%,

The current expense of the defined benefit pension plans is
as follows:

Cost of current service
Cost of interests
Expected return on plan assets
Cost of past service
Curtailments effects
Net cost pension benefit

2009
54,839
83,360
(66,026)
1,350
(45,581)
27,942

2008
64,615
89,727
(93,327)
—
—
61,015

2007
44,633
62,422
(68,602)
—
—
38,453

The reconciliation of plan assets and liabilities is as follows:

Total of the obligations
Fair value of the plan assets
Total liabilities, net

2009
(1,472,773)
1,043,737
(429,036)

2008
(1,625,859)
1,023,045
(602,814)

4,486
(433,522)

7,370
(610,184)

Recognized asset
Recognized liabilities
Changes in plan assets and actuarial liabilities were as
follows:
Variation of the Benefits Obligation
Obligation at the beginning of the year
Acquisition of companies
Cost of service
Cost of interests
Contributions from sponsors
Payments of the benefits
Changes in plan
Reduction of losses
Actuarial losses (gains) on the obligation
Exchange variations
Obligation at the end of the year

2009
1,625,859
—
54,839
83,360
—
(58,507)
(448)
(45,580)
195,775
(382,525)
1,472,773

2008
1,174,212
179,159
64,615
89,727
—
(67,106)
914
(4,896)
(40,482)
229,716
1,625,859

2007
1,262,617
45,839
44,633
62,421
—
(44,949)
—
—
(64,799)
(131,550)
1,174,212

Variation of the Plan Assets
Fair value of plan assets at the begining of the year
Acquisition of companies
Return of the plan assets
Contributions from sponsors
Payments of benefits
Changes in the plan
Actuarial gains (losses) on the assets
Exchange variations
Fair value of plan assets at the end of the year

2009
1,023,045
—
66,026
122,270
(49,355)
1,797
74,924
(194,970)
1,043,737

2008
942,416
158,633
95,614
116,356
(67,106)
—
(392,123)
169,255
1,023,045

2007
983,029
16,599
66,031
60,894
(44,949)
—
(46,971)
(92,217)
942,416
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The past performance for actuarial gains and losses of the
plan is as follows:

Defined benefit obligation
Fair value of the plan assets
Deficit
Experience adjustments on plan liabilities
Experience adjustments on plan assets

2009
(1,472,773)
1,043,737
(429,036)
195,775
74,924

2008
(1,625,859)
1,023,045
(602,814)
(40,482)
(392,123)

2007
(1,174,212)
942,416
(231,796)
(64,799)
(46,971)

2006
(1,262,617)
983,029
(279,588)
30,396
53,719

Amounts recognized as actuarial gains and losses in Equity
are as follows:
Gains and Losses Recognized in Equity
Actuarial (gains) losses in plan assets
Actuarial losses (gains) in obligations
Reduction of losses
Actuarial losses (gains) recognized in equity

2009
(74,924)
195,775
—
120,851

Gerdau Ameristeel has an Investment Committee that defines the investment policy for the defined benefit plans. The
primary investment objective is to ensure the security of benefits that have accrued under the plans by providing an adequately funded asset pool which is separate from and independent of Gerdau Ameristeel Corporation. To accomplish
this objective, the fund must invest in a manner that adheres
to safeguards and diversification to which a prudent investor
of pension funds would normally adhere. Gerdau Ameristeel
retains specialized consultants that advise and support Investment Committee decisions and recommendations.
The asset mix policy considers the principles of diversification and long-term investment goals, as well as liquidity re-

2008
392,123
(40,482)
(1,220)
350,421

2007
46,422
(69,978)
—
(23,556)

quirements. To do this, the target allocation ranges between
70% in shares and 30% in debt securities. The policy also
expresses that it will reallocate the assets of the plan when
a class of assets reaches the minimum or maximum allocation and that this rebalancing will be done within a reasonable
time.
The allocation of the assets of the plan as of December 31,
2009 is demonstrated below:
Equity securities
Debt securities
Real estate
Others

62.0%
35.7%
0.2%
2.1%
100%

The table below shows a summary of the assumptions
used for both the Company and consolidated to calculate
and record the defined benefit plans in 2009 and 2008,
respectively:

Average rate of discount
Rate of increase in compensation
Expected rate of return on assets
Mortality table
Mortality table of disabled
Rate of rotation

Gerdau Plan
10.77%
8.68%
11.11%
AT-2000 Basic, per sex
AT-2000 Basic, per sex
Based on service and salary level

2009
Açominas Plan
10.77%
7.11%
10.46%
AT-2000 Basic, per sex
AT-2000 Basic, per sex
None

Average rate of discount
Rate of increase in compensation
Expected rate of return on assets
Mortality table
Mortality table of disabled

Gerdau Plan
10.77%
8.68%
12.12%
AT-2000 Basic, per sex
AT-2000 Basic, per sex

2008
Açominas Plan
10.77%
7.11%
11.63%
AT-2000 Basic, per sex
AT-2000 Basic, per sex

Rate of rotation

Based on service and salary level

None

North America Plan
5.75%–6.25%
3.50%–4.25%
7.50%–8.50%
RP-2000CH
Rates by age
Based on age and/or the service

North America Plan
6.25%–7.25%
3.50%–4.25%
7.00%–8.00%
RP-2000CH
1994 Uninsured Pensioners Mortality
Table
Based on age and/or the service
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b) Post-employment defined contribution pension plan

c) Post-employment health care benefit plan

The Company and its subsidiaries in Brazil maintain a defined contribution plan to which contributions are made by the
sponsor in a proportion of the contribution made by its exercising employees. The total cost to these plans was R$8,269
in 2009 (R$7,004 in 2008). This employee benefit plan has
an actuarial surplus made up by the portion that is not part of
the account balance of the participants that opted out of the
employment contract with the employer before eligibility of a
benefit by the plan, which may be used to compensate future
contributions from the sponsors. The asset balance recorded
for this defined contribution pension plan was R$39,659 in
2009 (R$62,135 in 2008).
Foreign subsidiary Gerdau Ameristeel Corporation has a
defined contribution plan, the contributions to which are equivalent to 50% of the amount paid by the participants, limited to
4% of their salary. The total cost to these plans was R$23,771
in 2009 (R$29,903 in 2008).

The North American plan includes, in addition to pension benefits, specific health care benefits for employees who retire
after a certain age and with a certain number of years of
service. The American subsidiary has the right to change or
eliminate these benefits, and the contributions are actuarially
calculated.
The net periodic cost of post-employment health care benefits is as follows:

Cost of current service
Cost of interests
Cost of past service
Curtailments effects
Net cost pension benefit

2009
4,100
13,576
—
(14,312)
3,364

2008
5,117
11,802
105
—
17,024

2007
6,595
15,859
—
—
22,454

The status of the funds post-employment health benefits is as
follows:
2009
(243,156)
—
(243,156)

Total of the obligations
Past service cost not recognized
Total net liabilities

2008
(281,290)
1,040
(280,250)

Changes in plan assets and actuarial liabilities were as
follows:
Change in Benefit Obligation
Benefit obligation at beginning of the year
Companies aquisition
Cost of service
Cost of interest
Contributions from participants
Payment of benefits
Curtailments and termination benefits
Actuarial losses (gains) in obligations
Exchange variations
Benefit obligation at the end of the year

2009
281,290
—
4,100
13,576
2,648
(11,474)
(14,311)
30,089
(62,762)
243,156

2008
218,046
15,501
5,117
11,802
—
(10,711)
—
(16,796)
58,331
281,290

2007
236,579
—
6,595
15,859
—
(8,141)
—
2,007
(34,853)
218,046

Change in Plan Assets
Contributions from sponsors
Payments of benefits
Fair value of plan assets at end of the year

2009
11,474
(11,474)
—

2008
10,711
(10,711)
—

2007
8,141
(8,141)
—

The past performance of actuarial gains and losses of the
plan is as follows:

Defined benefit obligation
Deficit
Experience adjustments on plan liabilities

IFRS ATT 2.353

2009
(243,156)
(243,156)

2008
(281,290)
(281,290)

2007
(218,046)
(218,046)

2006
(236,579)
(236,579)

30,089

(16,796)

2,007
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The amounts recognized as actuarial gains and losses in
Equity are as follows:
Gains and Losses Recognized in Equity
Losses (gains) on actuarial obligation
Actuarial losses (gains) recognized
in equity

2009
30,089

2008
(16,796)

2007
2,007

30,089

(16,796)

2,007

The accounting assumptions adopted for post-employment
health benefits are as follows:
North America Plan
Average rate of discount
Health treatment—rate assumed
next year
Assumed rate of decline in the cost
to achieve in the years of 2016 to
2018 (in 2009) and in 2014 to
2016 (as of 2008)

2009
5.75%–6.25%

2008
6.25%–7.25%

8.50%–9.00%

9.00%–9.70%

5.00%–5.50%

5.00%–5.50%

d) Other retirement and termination benefits
The Company estimates that the amount payable to executives upon their retirement or termination is R$284,622 as of
December 31, 2009 (R$356,017 as of December 31, 2008).
These amounts refer principally to the “Social Plan” sponsored by Corporación Sidenor and its subsidiaries and
approved by the representatives of the employees. The
Plan allows a productivity increase by reducing jobs, which
is made possible by an investment plan in technological
improvements.
The objective of the Plan is to promote the rejuvenation
of the work force by contracting younger employees as older
employees retire.
The benefits of this plan provide a compensation supplement up to retirement date, cost of living allowance, and
other benefits as a result of termination and retirement of the
employees.

IFRS 2, SHARE-BASED PAYMENT
IFRSs Overview and Comparison
to U.S. GAAP
Author’s Note
See section 3, beginning with paragraph 3.153, for an
additional discussion of employee share-based payment transactions (such as, employee stock option
plans) and a comparison to U.S. GAAP recognition
and measurement requirements. Excerpts for equitysettled employee share-based payment compensation
schemes are also provided in that section.
2.354

The objective of IFRS 2 is to reflect the effects of
share-based payment transactions, whether with employees
or others, on an entity’s profit or loss and financial position of
the reporting period. A share-based payment transaction, as

281

defined in appendix A of IFRS 2, is a transaction in which an
entity receives goods or services as consideration for the entity’s equity instruments (including shares or share options) or
acquires goods or services by incurring liabilities to the supplier of those goods and services for amounts that are based
on the price of the entity’s shares or other equity instruments.
An entity may grant share options or other equity instruments
(for example, contracts giving the holder the right, but not the
obligation, to subscribe to an entity’s shares at a fixed or determinable price for a specific period of time) to employees as
part of their compensation for services rendered to the entity.
2.355

Transfers of an entity’s equity instruments by its
shareholders in exchange for supplying goods and services to
the entity are also considered share-based payments within
the scope of IFRS 2, unless the transfer is clearly for some
other purpose than the supply of goods or services to the
entity. Also included within the scope of IFRS 2 are transfers of equity instruments of the entity’s parent, or equity
instruments of another entity in the same group as the entity,
to parties that have supplied goods or services to the entity.
Goods include inventories, consumables, PPE, intangible assets, and other nonfinancial assets.

2.356

The revisions to IFRS 3 in 2008 amended the guidance in IFRS 2 related to share-based payments in a business
combination. An entity should apply those amendments to
annual periods beginning on or after July 1, 2009. If an entity
applies IFRS 3, as revised in 2008, in an earlier period, the
amendments to IFRS 2 should also be applied in that earlier
period.

Recognition and Measurement
IFRS
2.357 Under IFRS 2, an entity should recognize goods and

services at the time they are received and either a corresponding decrease in equity for equity-settled transactions or a liability for cash-settled transactions.
2.358 In the case when the supplier chooses the settlement

option, IFRS 2 considers the entity to have issued a compound
financial instrument. This compound financial instrument includes both a debt component (that is, the supplier’s right
to demand payment in cash) and an equity component (that
is, the supplier’s right to demand settlement in equity instruments rather than cash). When the fair value of the goods or
services is measured directly, an entity should first measure
the debt component at fair value. Then, the entity measures
the equity component as the difference between the fair values of the goods and services and the debt component. This
approach is usually referred to as the incremental approach.
2.359

In the case when the entity chooses the settlement
option, the entity should still recognize a liability if the option
to issue equity has no commercial substance (for example, the
entity is prohibited from issuing equity) or it has a past practice of always settling in cash. Only if no present obligation
exists should the entity account for the transaction as equitysettled. An example of a cash-settled share-based payment is
a stock appreciation right.
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U.S. GAAP
2.360

Like IFRSs, FASB ASC 718 requires an entity to
determine whether to classify a share-based payment transaction as cash settled or equity settled. FASB ASC 718-1025-6 requires an entity to apply the guidance on financial
instruments issued in transactions not involving share-based
payment for distinguishing debt from equity to determine
whether the share-based payment transaction results in a financial instrument that is classified as a liability or equity.

Presentation
2.361 Neither IFRSs nor FASB ASC requires separate pre-

sentation or disclosure of share-based payment liabilities, unless they are material to the financial statements.

Disclosure
IFRSs
2.362 When the entity has recognized liabilities from share-

based payment transactions, IFRS 2 requires the entity to
disclose the following amounts:
• Total carrying amount at the end of the period
• Total intrinsic value at the end of the period of liabilities
for which the counterparty’s right to cash or other assets
had vested by the end of the period (for example, vested
share appreciation rights)

Presentation and Disclosure
Excerpts—Continuing Application
Cash-Settled Share Appreciation Rights
2.364

Anooraq Resources Corporation (Dec 2009)
CONSOLIDATED STATEMENTS OF FINANCIAL
POSITION (in part)
As at 31 December 2009 and 2008
(Expressed in Canadian Dollars, unless otherwise stated)
Liabilities
Non-current liabilities
Loans and borrowings
Deferred taxation
Provisions
Derivative liability
Total non-current liabilities

Note

2009

2008

19
20
21
22

555,509,417
213,484,109
7,021,038
1,590,945
777,605,509

12,967,753
—
—
—
12,967,753

19
23

—
26,948,647
153,229
27,101,876

1,735,663
1,798,839
—
3,534,502

804,707,385

16,502,255

Current liabilities
Loans and borrowings
Trade and other payables
Current tax payable
Total current liabilities
Total liabilities

U.S. GAAP
2.363 FASB ASC 718-30 does not prescribe specific dis-

closures related to share-based payments recognized as
liabilities.
Author’s Note
The IASB amended IFRS 2 in January 2008 and again
in June 2009. The 2008 amendment, Vesting Conditions and Cancellations—Amendments to IFRS 2,
Share-based Payment, should be applied retrospectively to annual periods beginning on or after January
1, 2009. The 2009 amendment, Group Cash-settled
Share-based Payment Transactions—Amendments to
IFRS 2, Share-based Payment, should be applied retrospectively to annual periods beginning on or after
January 1, 2010. As a result of the 2009 amendment,
the IASB withdrew IFRIC 8, Scope of IFRS 2, and
IFRIC 11, IFRS 2—Group and Treasury Share Transactions. Given the fiscal year-ends of the companies
included in the survey sample, the illustrative excerpts
that follow may not reflect the changes required by the
amendments to IFRS 2.

IFRS ATT 2.360

NOTES TO THE COMBINED AND CONSOLIDATED
FINANCIAL STATEMENTS (in part)
Note 4. Accounting Policies (in part)
The consolidated financial statements have been prepared
on the historical cost basis as set out in the accounting policies below. Certain items, including derivative financial instruments, are stated at fair value. These consolidated financial
statements are presented in (unless stated otherwise) Canadian Dollars (“$”), which is also the Company’s functional
currency.
The accounting policies set out below are applied consistently to all years presented in these consolidated financial
statements and have been applied consistently by Group entities except as explained in note 3.4, which addresses changes
in accounting policies.
4.8 Employee benefits (in part)
(iii) Share-based payment transactions
The grant date fair value of share-based payment awards
granted to employees is recognised as an employee cost,
with a corresponding increase in equity, over the year that
the employees unconditionally became entitled to the awards.
The amount recognised as an expense is adjusted to reflect
the number of awards for which the related service and nonmarket vesting conditions are expected to be met, such that
the amount ultimately recognised as an expense is based on
the number of awards that do meet the related service and
non-market performance conditions at the vesting date.
For share-based payment awards with non-vesting conditions, the grant date fair value of the share-based payment is
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measured to reflect such conditions and there is no true-up
for differences between expected and actual outcomes.
The fair value of the amount payable to employees in respect of the share appreciation rights, which are settled in
cash, is recognised as an expense with a corresponding
increase in liabilities over the year that the employees unconditionally become entitled to payment. The liability is remeasured at each reporting date and at settlement date. Any
changes in the fair value of the liability are recognised as employee costs in profit or loss.
Share-based payment arrangements in which the Group
receives goods or services as consideration for its own equity
instruments are accounted for as equity-settled share-based
payment transactions, regardless of how the equity instruments are obtained by the Group.

Note 23. Trade and Other Payables
Financial Liabilities
Trade payables
Other payables
Non Financial Liabilities
Payroll accruals
Leave liabilities
Share appreciation rights
Lease accrual
Restructuring costs
Operational accruals
Value added tax

8,143,426
3,534,094
11,677,520

219,024
—
219,024

1,455,234
7,322,160
146,334
93,583
1,807,996
4,128,123
317,697
26,948,647

195,139
—
—
—
—
1,384,676
—
1,798,839
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The assumptions used to estimate the fair value of the
SARS granted during the year were:
South African risk free rate
Volatility
Forfeiture rate
Expected dividends

8.4%
83%
0%
Nil

The only vesting conditions for the scheme are that the employees should be in the employment of the Company.
The volatility of the shares were calculated with the equally
weighted standard approach of calculating volatility by using
available historical information on the share price for Anooraq
equal to the term to maturity of the scheme.
The risk free rate for periods within the contractual term of
the share right is based on the South African Government
Bonds in effect at the time.

Note 36. Share Options (in part)
36.2 Cash settled share-based payments
The Group also currently has a scheme in place to award
share appreciation rights (“SARs”) to recognise the contributions of senior staff to the Group’s financial position and
performance and to retain key employees. These share appreciation rights are linked to the share price of the Group
on the Johannesburg Securities Exchange (“JSE”) and are
settled in cash on the exercise date.
A third of the share appreciation rights granted are exercisable annually from the grant date with an expiry date of
4 years from the grant date. The offer price of these share
appreciation rights equaled the closing market price of the
underlying shares on the trading date immediately preceding
the granting of the share appreciation rights.
Share appreciation rights granted (all unvested at
year end)
Vesting year of unvested share appreciation rights:
Within one year
One to two years
Two to three years
Total number of shares unvested

2,933,000
977,667
977,667
977,666
2,933,000

The value of the share appreciation rights expensed in the
year ended 31 December 2009 was calculated as $145,199
(2008: Nil).
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Cash-Settled Phantom Shares
2.365

Daimler AG (Dec 2009)
Author’s Note
See Section 3 for excerpts illustrating Daimler AG’s
equity-settled share-based payment transactions.
CONSOLIDATED STATEMENT OF FINANCIAL
POSITION (in part)

In millions of €
Provisions for pensions and similar obligations
Provisions for income taxes
Provisions for other risks
Financing liabilities
Other financial liabilities
Deferred tax liabilities
Deferred income
Other liabilities
Total non-current liabilities
Trade payables
Provisions for income taxes
Provisions for other risks
Financing liabilities
Other financial liabilities
Deferred income
Other liabilities
Total current liabilities

Note
21
22
23
24
8
25

22
23
24
25

Consolidated
At December 31
2009
2008
4,082
4,140
2,774
1,582
4,696
4,910
33,258
31,209
2,148
1,942
509
1,725
1,914
1,728
75
77
49,456
47,313

Industrial
Business (Unaudited
Additional Information)
At December 31
2009
2008
3,901
3,969
2,772
1,579
4,585
4,801
13,390
10,505
1,985
1,846
(2,987)
(3,171)
1,305
1,210
66
78
25,017
20,817

Daimler Financial
Services (Unaudited
Additional Information)
At December 31
2009
2008
181
171
2
3
111
109
19,868
20,704
163
96
3,496
4,896
609
518
9
(1)
24,439
26,496

5,622
509
6,311
25,036
7,589
1,397
1,074
47,538

5,422
75
6,070
(7,874)
6,280
755
859
11,587

200
434
241
32,910
1,309
642
215
35,951

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS (in part)
Note 1. Summary of Significant Accounting Policies
(in part)
Share-based payment. Share-based payment comprises
cash-settled liability awards and equity-settled equity awards.
The fair value of equity awards is generally determined by
using a modified Black-Scholes option pricing model at grant
date and represents the total payment expense to be recognized during the service period with a corresponding increase
in equity (paid-in capital).
Liability awards are measured at fair value at each balance
sheet date until settlement and are classified as provisions.
The expense of the period comprises the addition to and the
reversal of the provision between two reporting dates and the
dividend equivalent paid during the period.

Note 20. Share-Based Payment
As of December 31, 2009, the Group has the 2006-2009 Performance Phantom Share Plans (PPSP) and the Stock Option Plans (SOP) outstanding. The Stock Appreciation Rights
(SAR) Plan from previous years expired on February 24,

IFRS ATT 2.365

6,478
774
6,830
27,428
8,376
1,239
1,057
52,182

6,268
39
6,647
(6,057)
7,193
573
939
15,602

210
735
183
33,485
1,183
666
118
36,580

2009 without affecting the consolidated statement of income
(loss) in 2009. The exercisable stock options of 2003 and 2004
are equity-settled share-based payment instruments and are
measured at fair value at the date of grant. The PPSP are
cash-settled share-based payment instruments and are measured at their respective fair values at the balance sheet date.
The PPSP are paid off at the end of the stipulated holding period; earlier, pro-rated payoff is possible only if certain
defined conditions are met. The PPSP 2005 was paid off as
planned in the first quarter of 2009.
The effects of share-based payment arrangements on the
consolidated statement of income (loss) and statement of financial position were as follows (before income taxes):

In millions of €
PPSP
MTI
SAR
SOP

Remuneration
Expense/(Income)
2009
2008
2007
31
(75)
161
—
—
4
—
(8)
39
1
(18)
24
32
(101)
228

Provision
at December 31
2009
2008
72
73
—
—
—
—
—
—
72
73
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Expenses/(income) in the consolidated statement of income
(loss) resulting from rights of current or former members of
the Board of Management are as follows:

In millions of €
PPSP
SAR
SOP

2009
1.7
—
0.1

In millions of €
PPSP
SAR
SOP

In millions of €
PPSP
SAR
SOP

In millions of €
PPSP
SAR
SOP

Dr. Dieter Zetsche
2008
2007
(2.7)
5.1
(0.2)
0.1
(4.5)
3.0

2009
0.8
—
0.1

2009
—
—
—

Bodo Uebber
2008
(1.5)
—
(1.8)

Günther Fleig
2008
(1.3)
—
(2.3)

2009
—
—
—

2009
0.3
—
—

2007
2.5
—
1.5

2007
2.7
—
1.2

2009
—
—
—

Eric R. Ridenour
2008
—
—
—

The details shown in the overview do not represent any paid
or committed remuneration, but refer to income and expense
which has been calculated according to IFRS.
Performance Phantom Share Plans. In 2009, the Group
adopted a Performance Phantom Share Plan (PPSP), similar
to that used 2005 to 2008, under which eligible employees
are granted phantom shares entitling them to receive cash
payments after four years. The amount of cash paid to eligible
employees is based on the number of vested phantom shares
(determined over a three-year performance period) multiplied
by the quoted price of Daimler’s ordinary shares (calculated as
an average price over a specified period at the end of the four
years of service). The number of phantom shares that vest will
depend on the achievement of corporate performance goals,
based on competitive and internal benchmarks (return on net
assets and return on sales).
The Group recognizes a provision for awarding the PPSP.
Since payment per vested phantom share depends on the
quoted price of one Daimler ordinary share, the quoted price
represents the fair value of each phantom share. The proportionate remuneration expenses for the individual years are determined on the basis of the year-end quoted price of Daimler
ordinary shares and the estimated target achievement.

Wilfried Porth
2008
—
—
—

2007
—
—
—

2009
0.7
—
0.1

2009
0.7
—
—

Andreas Renschler
2008
2007
(1.4)
2.6
—
—
—
—

Dr. Thomas Weber
2008
(1.3)
—
(1.8)

2007
2.5
—
1.2

Dr. Rüdiger Grube
2008
2007
(1.4)
2.5
—
—
(2.3)
1.5

Thomas W. LaSorda
2009
2008
2007
—
—
0.9
—
—
—
—
—
—

2007
0.6
—
—

Thomas W. Sidlik
2008
—
—
—

2009
—
—
—

2007
0.8
0.1
1.5

IAS 12, INCOME TAXES
SIC 21, INCOME TAXES—RECOVERY
OF REVALUED NON-DEPRECIABLE
ASSETS
IFRSs Overview and Comparison
to U.S. GAAP
2.366

IAS 12 establishes the accounting for the current
and future tax consequences of taxes levied on an entity’s
income by taxation authorities. Because the accounting for
financial reporting and tax purposes may be different, an entity can have current and future tax consequences from the
future recovery of the carrying amount of assets, the future
settlement of its liabilities, and transactions and other events
in the current period recognized in its financial statements.

2.367

In IAS 12, income taxes include all domestic and
foreign taxes that are based on taxable profits and also include taxes, such as withholding taxes, which are payable
by a subsidiary, associate, or joint venture on distributions
to the reporting entity. IAS 12 does not address the accounting for government grants but does address the accounting
for temporary differences that may arise from such grants or
investment tax credits.
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Recognition and Measurement
Author’s Note
Accounting for income taxes is significantly different
under IFRSs and U.S. GAAP. Therefore, in 2002, the
IASB and FASB included a short-term convergence
project on income taxes in the list of projects to be considered as part of the “Memorandum of Understanding” (MoU). In March 2009, the IASB issued an exposure draft that would move the two standards closer
to convergence. In October 2009, however, the boards
together agreed that such short-term convergence on
the issue of income taxes was not feasible, removed
the topic of income taxes from the list of topics to be
completed as part of the MoU, and agreed to consider
a more fundamental review of the topic sometime in
the future. Regardless, the IASB intends to address a
shorter list of issues in IAS 12 and issue a new exposure
draft in the second half of 2010, with a revised IAS 12
to be issued in 2011. According to the IASB work plan
as of July 2010, the exposure draft will likely address
the following topics:
• Uncertain tax positions (only after finalizing a revised IAS 37)
• Deferred tax on property remeasurement at fair
value
• Introduction of an initial step to consider whether
the recovery of an asset or settlement of a liability
will affect taxable profit
• Recognition of a deferred tax asset in full and
an offsetting valuation allowance to the extent
necessary
• Guidance on assessing the need for a valuation
allowance
• Guidance on substantive enactment
• Allocation of current and deferred taxes within a
group that files a consolidated tax return
• Treatment of the tax effect of dividends paid by
entities, such as real estate investment trusts and
cooperative societies
IFRSs
2.368 Accounting for income taxes in accordance with IAS

12 relies on the following two essential differences between
financial reporting and tax reporting:
• Difference between profit or loss on the statement of
comprehensive income and taxable profit determined
by the rules of the relevant taxation authorities
• Difference between the carrying value of an asset or a
liability in the balance sheet and its tax base, which is
the amount that is attributable to the asset or liability
for tax purposes (temporary difference)
2.369

Temporary differences may be either taxable or deductible. A taxable or deductible temporary difference results
in taxable amounts or deductible amounts, respectively, in a
future period when the carrying amount of the asset is recovered or the liability is settled. Deferred tax assets and deferred
tax liabilities are amounts that are recoverable or taxable, respectively, in future periods as a result of these temporary
differences. Deferred tax liabilities result from taxable temporary differences. Deferred tax assets can result not only
from deductible temporary differences but also an unused
tax loss or unused tax credit carryforward.
IFRS ATT 2.368
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2.370

Tax expense (or income) is defined as aggregate
amount included in profit or loss for the period in respect of
current and deferred tax. Current tax expense is the amount
of income taxes payable (or recoverable) in respect of taxable profit (or loss) during the period. Although not explicitly
defined, measurement of deferred tax assets and liabilities in
accordance with IAS 12 determines the measurement of deferred tax expense.

2.371

An entity should recognize as a liability current tax
and any current tax from prior periods that remains unpaid.
Taxes paid in advance or payments in excess of tax payable in
prior periods are recognized as an asset. When the benefits of a
tax loss can be carried back to prior periods to recover current
tax paid in prior periods, an entity should also recognize an
asset.

2.372

An entity should recognize a deferred tax liability
for all taxable temporary differences, except when the difference arises on initial recognition of either goodwill or an
asset or a liability from a transaction that was not a business
combination and at the time of the transaction did not affect
either accounting or taxable profit (or loss). An entity should
recognize a deferred tax asset for all deductible temporary
differences to the extent that future taxable profit will be
available, except when the difference arises on initial recognition of an asset or a liability from a transaction that was not
a business combination and at the time of the transaction did
not affect either accounting or taxable profit (or loss).

2.373 In accordance with the recognition and measurement

requirements of IFRS 3, an entity should measure goodwill
arising in a business combination as either the excess of the
sum of the consideration transferred or the amount of the
noncontrolling interest and the fair value of any previously
held equity interest over the net identifiable assets acquired.
However, many taxation authorities do not permit reductions
in the carrying amount of goodwill to be deductible for tax
purposes; hence, the tax base of goodwill is nil. Although
the difference between the tax base and its carrying value
is a taxable temporary difference, IAS 12 does not permit
recognition of the deferred tax liability because goodwill is
measured as a residual and its recognition would result in an
increase in the carrying value of goodwill. In contrast, if the
carrying value of goodwill is less than its tax base, the entity
should recognize a deferred tax asset to the extent that future
taxable profit would be available against which the deduction
could be used.
2.374

An entity should recognize a deferred tax asset for
unused tax losses and unused tax credits that can be carried
forward to future years to the extent that future taxable profit
would be available against which the loss or credit could be
used. At the end of each reporting period, an entity should reassess any unrecognized deferred tax assets. To the extent that
it is probable that future taxable profit would be available, an
entity should recognize a deferred tax asset. An entity should
review the carrying value of deferred tax assets and liabilities
at the end of each reporting period and reduce deferred tax
assets to the extent future taxable profit will not be available
against which to use the asset. This reduction can be reversed
in the future if taxable profit becomes available. Probable is
not specifically defined in IAS 12.

2.375

An entity should not recognize a deferred tax asset or liability in respect of its investments in subsidiaries,
associates, and joint ventures when it is probable that the
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temporary difference will not reverse in the foreseeable future and with respect to the following:
• Deferred tax asset. The entity expects future taxable
profit to be available against which to use the deductible
temporary difference.
• Deferred tax liability. The entity can control the timing
of the reversal of the taxable temporary difference.

2.382

2.376

enacted tax rates, FASB ASC 740-10-10-3 only permits the
use of enacted tax rates that are expected to apply to taxable
income in the period in which the deferred tax asset or liability
is expected to be recovered or settled, respectively.

Using enacted or substantially enacted tax rates or
laws, an entity should measure current tax liabilities or assets for the current period at the amount they expect to pay
or recover, respectively. An entity should measure deferred
tax assets and liabilities at enacted or substantially enacted
tax rates that are expected to apply in the period of recovery
or payment. Measurement of deferred tax assets or liabilities should reflect that manner in which the entity expects
to recover the asset or settle the liability. For example, when
there are differential tax rates for income generated by operating activities and income from sales of assets and the entity
intends to recover the asset by its use in operations, the entity should use the rate on operating income to measure the
liability.

However, unlike IFRSs, FASB ASC 740-10-10-1
recognizes that some events do not have tax consequences.
Certain income is not taxable, and certain expenses or losses
are not deductible. For example, in the United States, municipal bond interest income is generally not taxable but would
be reported as income in the company’s income statements.

2.383 Unlike IFRSs, which permit the use of substantially

2.384 Like IFRSs, FASB ASC 740-10-05-5 requires an en-

outflows to measure a deferred tax asset or liability.

tity to recognize deferred tax assets and liabilities at amounts
recoverable or taxable, respectively, in future periods as a
result of temporary differences. Both deferred tax assets
and liabilities can result from temporary differences and
carryforwards. FASB ASC 740-10-25-29 explains that an
entity should recognize a deferred tax liability or asset for
all temporary differences and operating loss and tax credit
carryforwards, in accordance with FASB ASC 740-10-30-5.
However, FASB ASC 740-10-25-3 includes certain exemptions from these requirements, unless the temporary differences are expected to reverse in the foreseeable future.

2.378

2.385 Although different criteria apply, neither FASB ASC

2.377 An entity should not discount future cash inflows and

IAS 12 notes that a revaluation of an asset may not
always affect taxable profit or loss in the period of the revaluation; consequently, the entity should not adjust the tax base
of the asset as a result of the revaluation. However, if the future recovery of the asset’s carrying amount will be taxable,
an entity should recognize any difference between the carrying amount of the revalued asset and its tax base as a deferred
tax liability or asset in respect of the temporary difference.
SIC 21 requires an entity to recognize the deferred tax consequences of revaluation of a nondepreciable asset, such as
land, based on its recovery through sale and use of the tax
rate that would apply in that circumstance.
U.S. GAAP

2.379

FASB ASC 740, Income Taxes, provides more extensive requirements and guidance on recognition and measurement of income taxes.

2.380 Like IFRSs, the FASB ASC glossary defines income

taxes as domestic and foreign federal (national), state, and
local (including franchise) taxes based on income. To accomplish the objectives of recognizing income tax, FASB
ASC 740-10-05-5 explains that an entity should recognize
the following in its financial statements:
• Amount of estimated taxes payable or refundable on tax
returns for the current year as a tax liability or asset
• Deferred tax liabilities and assets for the estimated future tax effects attributable to temporary differences and
carryforwards
2.381 Like IFRSs, FASB ASC 740-10-05-7 applies the con-

cept of temporary differences to incorporate in the financial
statements the differences that exist between financial reporting standards and jurisdiction-specific tax regulations or
law. Both sets of principles confront these differences with
an asset-liability approach and, therefore, focus on the difference between the carrying value of an asset or a liability
in the entity’s financial statements and its tax basis for tax
reporting.

nor IFRSs requires deferred tax to be recognized on temporary differences arising from investments in foreign subsidiaries or corporate joint ventures until it becomes apparent
that those temporary differences will reverse in the foreseeable future, as discussed in FASB ASC 740-10-25-3. IFRSs
also exempt temporary differences from investments in associates. FASB ASC 740-10-25-3 includes some exemptions
for events that occurred before specific dates (for example,
bad debt reserves for tax purposes of U.S. savings and loans
that arose in tax years beginning before December 31, 1987).
Unlike IFRSs, FASB ASC 740-10-25-3 also prohibits recognition of deferred tax assets or liabilities for the following:
• Leveraged leases
• Goodwill when amortization is not tax deductible (similar to the IFRSs exception)
• Differences due to the intraentity difference between
the tax basis of the assets in the buyer’s tax jurisdiction
and their cost as reported in the consolidated financial
statements
• Differences due to remeasurement of assets and liabilities from the local currency into the functional currency,
using historical exchange rates, and differences that result from changes in exchange rates or indexing for tax
purposes
2.386

Measurement requirements for deferred tax assets
and liabilities under U.S. GAAP are similar to those under
IFRSs. In contrast with the net approach to recognizing deferred tax assets under IFRSs, the FASB ASC glossary definition of deferred tax asset explains that an entity is required
to reduce the deferred tax asset balance by a valuation allowance if, based on the weight of available evidence, it is
more likely than not that some or all of the deferred tax asset
will not be realized. An entity should measure the valuation
allowance at an amount that reduces the carrying value of the
net deferred tax asset to the amount more likely than not to be
recovered. FASB ASC 740-10-25-6 clarifies that for purposes
of applying the more likely than not threshold in evaluating
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the potential realization of deferred tax assets, more likely
than not is defined as a likelihood of more than 50 percent.
2.387

Unlike IFRSs, U.S. GAAP includes requirements
regarding uncertain tax positions. The FASB ASC glossary
defines a tax position as a position in a previously filed tax
return, or a position expected to be taken in a future tax return, that is reflected in measuring current or deferred income tax assets and liabilities for interim or annual periods.
A tax position can result in a permanent reduction in income
taxes payable, a deferral of income taxes otherwise currently
payable to future years, or a change in the expected realizability of deferred tax assets. The term tax position also
encompasses, but is not limited to, a decision not to file a tax
return; an allocation or a shift of income between jurisdictions; the characterization of income or a decision to exclude
reporting taxable income in a tax return; a decision to classify
a transaction, entity, or other position in a tax return as tax
exempt; and an entity’s status, including its status as a passthrough entity or a tax-exempt not-for-profit entity. FASB
ASC 740-10 includes detailed procedures for recognition,
measurement, and disclosure of uncertain tax positions.

2.388

Unlike IFRSs, FASB ASC 740-20 also includes requirements for intraperiod tax allocation, including computation of tax expense and treatment of tax carryforwards.

Presentation
IFRSs

tax assets and liabilities as a single amount and all noncurrent
deferred tax assets and liabilities as a single amount only for
a particular tax-paying component of the entity and within
a particular tax jurisdiction. FASB ASC 740-10-45-13 prohibits the use of cash or other assets against the tax liability,
unless the general criteria for offsetting, in accordance with
FASB ASC 210-20-45-6, are met.

Disclosure
Author’s Note
Both IAS 12 and FASB ASC 740 require significant
additional disclosures about the effects of accounting
for income taxes on the statement of comprehensive
income. These disclosures are described, and excerpts
are provided, beginning with paragraph 3.319 of section 3.
IFRSs
2.392 Under IAS 12, an entity should disclose the amount

of deferred tax assets and liabilities due to each type of temporary difference, unused tax loss, and unused tax credit. An
entity should also disclose the aggregate amount of temporary differences associated with investments in subsidiaries,
associates, and joint ventures for which deferred tax liabilities have not been recognized. For unused tax losses and tax
credits, an entity should disclose the amount and expiration
date (if any) of deductible temporary differences.

2.389 IFRSs require deferred tax assets and liabilities to be

2.393 An entity should disclose the amount of any deferred

presented separately from current tax receivable and payable
and classified as noncurrent in a classified balance sheet. IAS
12 prohibits the offsetting of tax assets and liabilities, unless
they relate to the same tax authority and the entity has a legal
right and intends to recover or settle net.
U.S. GAAP

tax asset and the nature of the evidence supporting recognition
when the following two conditions are met:
• Recovery of the asset relies on future taxable profit in
excess of that arising from reversal of existing taxable
temporary differences.
• Entity reported a loss in the current or preceding period
in the relevant tax jurisdiction.

2.390 Rule 5-02 of Regulation S-X requires SEC registrants

U.S. GAAP

to present separately in the balance sheet deferred tax liabilities and credits and also deferred tax assets (when the latter
exceeds 5 percent of total assets.) However, unlike IFRSs, in a
classified statement of financial position, FASB ASC 740-1045-4 requires deferred tax assets and liabilities to be classified
as either current or noncurrent based on the classification of
the related asset or liability. For example, deferred tax assets
due to temporary differences related to accounts receivable
would be classified as current. Similarly, deferred tax liabilities due to temporary differences related to PPE would be
classified as noncurrent. FASB ASC 740-10-45-11 requires
an entity that presents a classified balance sheet to classify a
liability associated with an unrecognized tax benefit (or the
amount of a net operating loss carryforward or amount refundable that is reduced) as a current liability, to the extent
that the entity expects to pay or receive cash within the next
12 months (or current operating cycle if longer). FASB ASC
740-10-45-5 requires an entity to allocate any valuation allowances for the same tax jurisdictions on a pro rata basis
between current and noncurrent.
2.391

Like IFRSs, FASB ASC 740-10-45-6 prohibits offsetting deferred tax assets and liabilities attributable to different tax-paying components of the entity or different tax jurisdictions. However, an entity should present current deferred

IFRS ATT 2.387

2.394

FASB ASC 740-10-50-2 requires an entity to disclose the aggregate of all deferred tax liabilities, the aggregate of all deferred tax assets, and the valuation allowance
recognized for deferred tax assets.

2.395 Like IFRSs, for unrecognized tax loss and tax credit

carryforwards, FASB ASC 740-10-50-3 states that an entity
should disclose the amounts of these carryforwards and their
expiration dates for tax purposes. Unlike IFRSs, an entity
should also disclose the portion of any valuation allowance
for deferred tax assets for which subsequently recognized
tax benefits will be credited directly to contributed capital
rather than income. FASB ASC 740-10-50-6 requires public
entities also to disclose the approximate tax effect of each
type of temporary difference and carryforward that gives rise
to a significant portion of deferred tax assets and deferred tax
liabilities (before allocation of valuation allowances).
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Presentation and Disclosure
Excerpts—Continuing Application
Author’s Note
The excerpts from the financial statements of the two
survey companies shown below illustrate balance sheet
line items for current tax receivables and payables, deferred tax assets and liabilities, and the effects of tax
loss carryforwards. However, the two excerpts were
selected to illustrate a variety of differences that can
occur under IFRSs. An Author’s Note at the beginning
of each excerpt identifies the temporary differences,
both taxable and deductible, identified in the excerpt.

GROUP BALANCE SHEET (in part)
At 31 December
Non-current assets
Deferred tax assets

Note
16

Current assets
Loans
Current tax receivable
Total assets
Current liabilities
Current tax payable

Current Tax Receivables and Payables,
Deferred Tax Assets and Liabilities, Tax
Loss Carryforwards
2.396

BP plc (Dec 2009)
Author’s Note
BP identifies the following specific temporary differences:
• Taxable Temporary Differences—Deferred Tax
Liabilities
— Depreciation
— Pension plan surpluses
• Deductible Temporary Differences—Deferred
Tax Assets
— Petroleum revenue tax
— Pension plan and other post-retirement benefit
plan deficits
— Decommissioning, environmental and other
provisions
— Derivative financial instruments
— Tax credits
— Loss carry forward

Non-current liabilities
Deferred tax liabilities
Total liabilities
Net assets

16

$ Million
2009

2008

516
168,315

—
161,854

249
209
67,653
235,968

168
377
66,384
228,238

2,464
59,320

3,144
69,793

18,662
74,535

16,198
66,336

133,855
102,113

136,129
92,109

NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (in part)
Note 1. Significant Accounting Policies (in part)
Corporate taxes
Income tax expense represents the sum of the tax currently
payable and deferred tax. Interest and penalties relating to
tax are also included in income tax expense.
The tax currently payable is based on the taxable profits for
the period. Taxable profit differs from net profit as reported in
the income statement because it excludes items of income or
expense that are taxable or deductible in other periods and
it further excludes items that are never taxable or deductible.
The group’s liability for current tax is calculated using tax rates
that have been enacted or substantively enacted by the balance sheet date.
Deferred tax is provided, using the liability method, on all
temporary differences at the balance sheet date between the
tax bases of assets and liabilities and their carrying amounts
for financial reporting purposes.
Deferred tax liabilities are recognized for all taxable temporary differences:
• Except where the deferred tax liability arises on goodwill
that is not tax deductible or the initial recognition of an
asset or liability in a transaction that is not a business
combination and, at the time of the transaction, affects
neither the accounting profit nor taxable profit or loss.
• In respect of taxable temporary differences associated
with investments in subsidiaries, jointly controlled entities and associates, except where the group is able to
control the timing of the reversal of the temporary differences and it is probable that the temporary differences
will not reverse in the foreseeable future.
Deferred tax assets are recognized for all deductible temporary differences, carry-forward of unused tax credits and unused tax losses, to the extent that it is probable that taxable
profit will be available against which the deductible temporary
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differences and the carry-forward of unused tax credits and
unused tax losses can be utilized:
• Except where the deferred income tax asset relating
to the deductible temporary difference arises from the
initial recognition of an asset or liability in a transaction
that is not a business combination and, at the time of
the transaction, affects neither the accounting profit nor
taxable profit or loss.
• In respect of deductible temporary differences associated with investments in subsidiaries, jointly controlled
entities and associates, deferred tax assets are recognized only to the extent that it is probable that the temporary differences will reverse in the foreseeable future
and taxable profit will be available against which the temporary differences can be utilized.
The carrying amount of deferred tax assets is reviewed at
each balance sheet date and reduced to the extent that it is no
longer probable that sufficient taxable profit will be available to
allow all or part of the deferred income tax asset to be utilized.
Deferred tax assets and liabilities are measured at the tax
rates that are expected to apply to the year when the asset is
realized or the liability is settled, based on tax rates (and tax
laws) that have been enacted or substantively enacted at the
balance sheet date.
Tax relating to items recognized directly in equity is recognized in equity and not in the income statement.

Note 16. Taxation
Tax on profit

Current tax
Charge for the year
Adjustment in respect of prior years
Deferred tax
Origination and reversal of temporary differences in the current year
Adjustment in respect of prior years
Tax on profit
Tax Included in Other
Comprehensive Income
Current tax
Deferred tax

Tax Included Directly in Equity
Deferred tax

IFRS ATT 2.396

2009

$ Million
2008

2007

6,045
(300)
5,745

13,468
(85)
13,383

10,006
(171)
9,835

2,131
489
2,620
8,365

(324)
(442)
(766)
12,617

671
(64)
607
10,442

2009
—
(525)
(525)

$ Million
2008
(264)
(2,682)
(2,946)

2007
(178)
454
276

2009
(65)

$ Million
2008
190

2007
(213)
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Reconciliation of the effective tax rate
The following table provides a reconciliation of the UK statutory corporation tax rate to the effective tax rate of the group
on profit before taxation.

2009
25,124
8,365
33%

Profit before taxation
Tax on profit
Effective tax rate

UK statutory corporation tax rate
Increase (decrease) resulting from
UK supplementary and overseas taxes at higher rates
Tax reported in equity-accounted entities
Adjustments in respect of prior years
Current year losses unrelieved (prior year losses utilized)
Goodwill impairment
Tax incentives for investment
Other
Effective tax rate

28

$ Million
2008
34,283
12,617
37%

2007
31,611
10,442
33%

% of Profit Before Taxation
28

8
(3)
1
—
2
(2)
(1)
33

14
(2)
(2)
(1)
—
(1)
1
37

30
8
(2)
(1)
(1)
—
—
(1)
33

Deferred tax

$ million
Deferred tax liability
Depreciation
Pension plan surpluses
Other taxable temporary differences
Deferred tax asset
Petroleum revenue tax
Pension plan and other post-retirement benefit plan deficits
Decommissioning, environmental and other provisions
Derivative financial instruments
Tax credits
Loss carry forward
Other deductible temporary differences
Net deferred tax (credit) charge and net deferred tax liability
Of which—deferred tax liabilities
—deferred tax assets

Analysis of Movements During the Year
At 1 January
Exchange adjustments
Charge (credit) for the year on profit
Charge (credit) for the year in other comprehensive income
Charge (credit) for the year in equity
Deletions
Other movements
At 31 December

2009

Income Statement
2008

2007

Balance Sheet
2009
2008

1,983
(6)
978
2,955

1,248
108
(2,471)
(1,115)

125
127
1,371
1,623

25,398
271
4,307
29,976

23,342
412
3,626
27,380

44
180
86
80
(516)
402
(611)
(335)
2,620

121
104
(333)
228
330
(212)
111
349
(766)

139
(72)
(1,069)
450
(384)
(82)
2
(1,016)
607

(142)
(2,269)
(4,930)
(243)
(1,034)
(1,014)
(2,198)
(11,830)
18,146
18,662
516

(192)
(2,414)
(4,860)
(331)
(519)
(1,302)
(1,564)
(11,182)
16,198
16,198
—

$ Million
2009
2008
16,198
19,215
(7)
(67)
2,620
(766)
(525)
(2,682)
(65)
190
(75)
—
—
308
18,146
16,198
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In 2009 and 2008, there have been no changes in the statutory
tax rates that have materially impacted the group’s tax charge.
In 2007 the enactment of a 2% reduction in the rate of UK
corporation tax on profits arising from activities outside the
North Sea reduced the deferred tax charge by $189 million in
that year.
Deferred tax assets are recognized to the extent that it is
probable that taxable profit will be available against which
the deductible temporary differences and the carry-forward of
unused tax credits and unused tax losses can be utilized.
At 31 December 2009, the group had approximately $4.2
billion (2008 $6.3 billion) of carry-forward tax losses, predominantly in Europe, that would be available to offset against
future taxable profit. A deferred tax asset has been recognized in respect of $3.2 billion of losses (2008 $4.2 billion).
No deferred tax asset has been recognized in respect of $1.0
billion of losses (2008 $2.1 billion). In 2009 the group has
been able to utilize $1.1 billion of the losses, previously unrecognized, through other comprehensive income. Of the $1.0
billion losses with no deferred tax asset, $0.2 billion expire in
three years and $0.8 billion have no fixed expiry date.

IFRS ATT 2.396
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At 31 December 2009, the group had approximately $3.0
billion of unused tax credits predominantly in the US (2008
$3.4 billion in the UK and US). Due to legislative changes
in the UK that repealed double taxation relief in relation to
foreign dividends, onshore pooling and utilization of eligible
unrelieved foreign tax, there are now no UK tax credits carried forward at 31 December 2009. A deferred tax asset of
$1.0 billion has been recognized in 2009 in respect of unused tax credits (2008 $0.5 billion). No deferred tax asset
has been recognized in respect of $2.0 billion of tax credits (2008 $2.9 billion). The US tax credits with no deferred
tax asset, amounting to $2.0 billion (2008 $1.8 billion) expire
10 years after generation, and substantially all expire in the
period 2014–2019.
The major components of temporary differences at the end
of 2009 are tax depreciation, US inventory holding gains (classified as other taxable temporary differences), provisions and
pension plan and other post-retirement benefit plan deficits.
In 2009 there are no material temporary differences associated with investments in subsidiaries and equity-accounted
entities for which deferred tax liabilities have not been
recognized.
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SECTION 3: STATEMENT OF COMPREHENSIVE INCOME
AND RELATED DISCLOSURES∗
IAS 1, PRESENTATION OF FINANCIAL
STATEMENTS

period and one for the comparable previous period, except
when International Financial Reporting Standards (IFRSs)
permit or require otherwise.

IAS 27, CONSOLIDATED AND
SEPARATE FINANCIAL
STATEMENTS

3.04 When an entity changes the presentation or classifi-

cation of items in the statement of comprehensive income, it
should also reclassify comparative period information, unless
it is impracticable to do so.
3.05 The International Accounting Standards Board’s

IASB’S FRAMEWORK FOR THE
PREPARATION AND PRESENTATION
OF FINANCIAL STATEMENTS
Author’s Note
The following items are covered in the indicated sections within this publication more specific to that
topic:
• Section 2. Assets and liabilities associated with
certain income and expense items.
• Section 6. Assets held for sale and discontinued
operations.
• Section 8. Financial instruments.

IFRS Overview and Comparison
to U.S. GAAP
3.01 International Accounting Standard (IAS) 1, Presenta-

tion of Financial Statements, requires an entity to include a
statement of comprehensive income for the period in a complete set of financial statements. A statement of comprehensive income should present all income and expense items
recognized in the period. An entity can choose to present the
required income, expense, and other comprehensive income
items in either a single statement of comprehensive income
or in two statements presented sequentially. When an entity
chooses the two-statement format, it should prepare a separate income statement that displays the components of profit
or loss followed by a second statement that begins with profit
or loss and displays the components of other comprehensive
income.
3.02 IAS 27, Consolidated and Separate Financial State-

ments, requires a statement of comprehensive income to
include the results of all entities (subsidiaries) that the reporting entity controls, except in certain circumstances, eliminating intragroup income, expenses, and dividends.
3.03 A complete set of financial statements should include

two statements of comprehensive income: one for the current
∗

Unless otherwise indicated, references to International Accounting Standards Board (IASB) standards and interpretations throughout this 2010
edition of IFRS Accounting Trends & Techniques refer to the version
of those standards and interpretations included in the IFRS 2010 bound
volume, the official printed consolidated text of IASB standards and interpretations, including revisions, amendments, and supporting documents,
issued as of January 1, 2010.

(IASB’s) Framework for the Preparation and Presentation of
Financial Statements (framework) establishes the concepts
that underlie the preparation and presentation of financial
statements for external users and contains definitions of the
elements of financial statements (that is, assets, liabilities,
equity, income, and expenses). Among other purposes, the
framework assists preparers of financial statements in applying IFRSs and in dealing with topics that have yet to form the
subject of a specific standard or interpretation.
3.06 IAS 8, Accounting Policies, Changes in Accounting Es-

timates and Errors, states that when making judgments about
an issue not specifically addressed in IFRSs, an entity’s management should first refer to and consider the applicability of
the requirements in IFRSs dealing with similar and related
issues and then refer to the definitions, recognition criteria,
and measurement concepts in the framework. Although the
framework is not a standard, the requirements of IAS 8 essentially establish the framework as part of the IFRS hierarchy
of accounting and reporting requirements.
3.07 The framework defines income as increases in eco-

nomic benefits during the accounting period in the form of
inflows or enhancements of assets or decreases in liabilities
that result in increases in equity, other than those increases
relating to contributions from the entity’s owners. This definition includes both revenue and gains. Revenue is defined
as income that arises in the course of an entity’s ordinary activities. Gains, on the other hand, may or may not arise from
ordinary activities of the entity, and IFRSs do not consider
gains to be a separate element of the financial statements.
An entity should recognize income when an increase in future economic benefits related to an increase in an asset or
a decrease in a liability can be measured reliably. However,
an entity should only recognize an increase in an asset when
it is probable that future economic benefits will flow to the
entity.
3.08 The framework defines an expense as outflows or de-

pletions of assets or an incurrence of liabilities that result
in a decrease in equity, other than those relating to distributions to the entity’s owners. Expenses, which includes
the concept of losses, may or may not arise in the course
of the ordinary activities of the entity. IFRSs also do not
consider a loss to be a separate element of the financial
statements. An entity should recognize an expense when a
decrease in economic benefits related to a decrease in an
asset or an increase in a liability can be measured reliably.
However, an entity should recognize an increase in a liability
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only when it is probable that an outflow of economic benefits
will occur.
Author’s Note
Although not specifically discussed in the framework,
changes in fair value meet the definition of income or
expense when recognized in either profit or loss or other
comprehensive income.
3.09 The framework also notes that expenses usually are

recognized in profit and loss when directly associated with
a specific item of income, often referred to as the “matching
concept.” However, the framework explicitly states that application of this concept does not permit recognition of items
on the balance sheet that do not meet the definition of an
asset or a liability. An entity should recognize an expense
immediately for an expenditure that does not produce future
benefits or to the extent that the expenditure does not qualify for recognition as an asset. An entity also recognizes an
expense when it incurs a liability without the recognition of
an asset (for example, product warranty liabilities). Expenses
related to the use of assets over several accounting periods
should be allocated to profit or loss on a rational, systematic
basis.

Presentation
IFRSs
3.10 At a minimum, IAS 1 requires the statement of com-

prehensive income to include the following line items:
• Revenues
• Finance costs (interest expense)
• Share of profit or loss of equity-method investments (for
example, associates and jointly controlled entities)
• Tax expense
• Discontinued operations as a single amount consisting
of the sum of any profit or loss from the discontinued
operations and any gain or loss on disposal of related
assets or disposal groups
• Profit or loss (net income)
• Share of the other comprehensive income of equitymethod investments
• Each component of other comprehensive income classified by nature
• Total comprehensive income
3.11 An entity should also provide separate allocations of

profit or loss and total comprehensive income attributable to
the following:
• Noncontrolling interest
• Owners of the parent entity
3.12 An entity should also present additional line items,

headings, and subtotals when these would be relevant for
understanding its financial performance during the period.
IAS 1 also suggests that an entity should amend descriptions of line items and consider factors such as materiality
and the nature or function of line items when making these
decisions.
3.13 An entity should not offset income and expense items

unless required or permitted by an IFRS.

IFRS ATT 3.09
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3.14 IAS 1 prohibits the presentation of any line item as

an extraordinary item in the statement of comprehensive income, a separate income statement (if presented), or in the
notes.
Author’s Note
Despite the prohibition against the presentation of an
extraordinary item (that is, presenting the item net of
income taxes and outside of continuing operations),
IAS 1 does not define exceptional or unusual items.
Except for discontinued operations, all other income
statement income and expense items are considered
to be operating items, regardless of the titles an entity uses for subtotals it provides in the income statement. Several survey companies use the terms exceptional or unusual to differentiate among line items
included in the income statement before income taxes.
An entity may also define and disclose its own nonGAAP performance metric (for example, underlying
earnings) as long as it also provides a reconciliation
of that metric to profit or loss measured in accordance
with IFRSs.
3.15 An entity should present all items of income and ex-

pense in profit or loss, unless IFRSs require or permit otherwise, and should disclose reclassification adjustments related
to components of other comprehensive income. An entity
should disclose the amount of income tax related to components of other comprehensive income and may either show
each component net of related tax or each component at its
pretax amount, with an aggregated amount of tax related to
total other comprehensive income items.
U.S. GAAP
3.16 Financial Accounting Standards Board (FASB) Ac-

counting Standards CodificationTM (ASC) 220-10-45-5 requires an entity to report all components of comprehensive
income in its financial statements in the period in which the
components are recognized and to display a total amount
for comprehensive income in the financial statement where
the components of other comprehensive income are reported.
When the entity has a noncontrolling interest in a subsidiary,
it should present separate amounts for both comprehensive
income attributable to the parent and attributable to the noncontrolling interest in the subsidiary on the face of the relevant financial statement, in addition to presenting total consolidated comprehensive income. FASB ASC 220-10-45-13
explains that an entity should classify components of comprehensive income based on their nature.
3.17 Like IFRSs, FASB ASC 220-10-45-8 does not require

one format for the statement in which an entity presents comprehensive income and its components, as long as the financial statement is displayed with the same prominence as its
other financial statements and net income is shown as a component of comprehensive income in that financial statement.
Additionally, like IFRSs, FASB ASC 220-10-45-9 permits an
entity to include the components of comprehensive income
in the income statement or in a separate statement that begins with net income and encourages an entity to use one
of these formats. Although FASB ASC 220-10-45-19 states
that presenting items of other comprehensive income in an
income statement-like form is superior to presenting these
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items in a statement of changes in equity, unlike IFRSs, FASB
ASC 220-10-45-9 permits an entity to present the components of comprehensive income in a statement of changes in
equity.
3.18 Like IFRSs, FASB ASC 220-10-45-12 requires an en-

tity to disclose the amount of income tax expense or benefit
allocated to each component of other comprehensive income,
including reclassification adjustments, either on the face of
the relevant statement or in the notes.
3.19 Rule 5-03, “Income Statements,” of Securities and Ex-

change Commission (SEC) Regulation S-X prescribes the
format of the income statement for issuers and requires an
issuer to display the following line items, which are different
from those required by IFRSs:
• Net sales of tangible products (gross sales less discounts, returns, and allowances)
• Operating revenues of public utilities or others
• Income from rentals
• Revenues from services
• Other revenues

Author’s Note
IAS 1 encourages entities to provide the analysis of
expenses in the statement of comprehensive income
or the income statement, rather than in the notes. However, some companies present one line item, “operating
expenses,” in the statement with the disaggregation in
a note disclosure.
U.S. GAAP
3.23 FASB ASC 225-10 does not contain a disclosure re-

quirement comparable to the analysis of expenses. However,
this analysis is effectively required through the list of required
cost and expense line items prescribed by Rule 5-03 of Regulation S-X. Paragraphs 9 and 12 of FASB ASC 225-20-45
explain that extraordinary items should be segregated from
the results of ordinary operations and shown separately in the
income statement, with disclosure of the nature and amounts
thereof, including earnings per share data, presented either
on the face of the income statement or in the related notes.

3.20 This SEC rule permits an entity to combine income

derived from a particular line item with another line item if
it is not more than 10 percent of the sum of the line items.
When income line items are combined, an entity should also
combine the related costs and expenses. IFRSs do not contain
a quantitative threshold for aggregating the prescribed line
items on the statement of comprehensive income.
3.21 Unlike IFRSs, FASB ASC 225-20 provides for the

presentation of extraordinary items in the income statement
when the required conditions are met. Extraordinary items are
events and transactions that are distinguished by both their
unusual nature and infrequency of occurrence. Additionally,
extraordinary items should be material in relation to income
before extraordinary items, to the trend of annual earnings
before extraordinary items, or material by other appropriate
criteria in order to be classified separately in the income statement. Unlike IFRSs, Rule 5-03 of Regulation S-X includes a
long list of cost and expense line items that an entity should
show separately, including extraordinary items, net of tax.
Some of these line items may be provided in note disclosures. Like IFRSs, an entity should show material amounts
of the preceding items separately.

Disclosure
IFRSs
3.22 IAS 1 requires an entity to present the following addi-

tional information either in the statement or in the notes:
• Nature and amount of material items of income or expense (for example, inventory write-downs, restructuring activities, disposals of investments, and so on).
• Analysis of expenses by nature or by function (for example, cost of sales), whichever provides reliable and
more relevant information, with subclassifications to
highlight differences in components (such as frequency
and potential for gain or loss). When an entity classifies
expenses by function, it should also disclose information about the nature of expenses, particularly depreciation and amortization expense and employee benefit
expense.

TABLE 3-1: ANALYSIS OF EXPENSES RECOGNIZED IN
PROFIT AND LOSS
Survey entities reporting expenses by function ...............

2009
86

2008
54

Survey entities reporting expenses by nature
Financial institutions......................................................
Insurance entities..........................................................
Entities in other industries.............................................

12
8
54

6
5
35

Total..................................................................................

160

100

TABLE 3-2: ITEMS OF OTHER COMPREHENSIVE
INCOME
Foreign currency translation........................................................
Change in fair value of available for sale financial instrument....
Change in fair value or property plant and equipment held
at revalued amount...................................................................
Change in fair value of intangible assets held at revalued
amount......................................................................................
Cash flow hedges........................................................................
Hedge of net investment in a foreign operations........................
Other derivatives and hedging transactions................................
Actuarial gains and losses on defined benefit plans...................
Share of other comprehensive income of associates
and joint ventures.....................................................................
Share-based payments ...............................................................
Revaluation of equity interest......................................................
Other............................................................................................

2009
129
102
13
0
94
11
20
62
32
4
9
20

Disclosure of Income Tax Recognized Directly in Equity
Tax effect shown in statement.................................................
Items shown net of tax.............................................................
No items of other comprehensive income...............................

87
64
9

Total Companies....................................................................

160
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Presentation and Disclosure
Excerpts—Continuing Application
Author’s Note
A revised version of IAS 1 was issued in September
2007 and supersedes IAS 1 (as revised in 2003 and
amended in 2005). It is effective for annual periods
beginning on or after January 1, 2009, with earlier application permitted. Some of the survey companies selected for this edition have annual periods beginning
before January 1, 2009, and may not have early adopted
the most recent version of IAS 1. An Author’s Note
will indicate when an illustrative excerpt is taken from
a company that has not yet adopted the revisions to
IAS 1.
The previous version of IAS 1 required the presentation of an income statement that included items of
income and expense recognized in profit or loss. It required items of income and expense not recognized in
profit or loss to be presented in the statement of changes
in equity, together with owner changes in equity. It also
labeled a statement of changes in equity comprising
profit or loss, other items of income and expense, and
the effects of changes in accounting policies and correction of errors as a statement of recognized income
and expense.
Among other significant provisions, the revisions to
IAS 1 previously described require the following:
• Owner changes in equity to be presented separately from nonowner changes in equity. An entity
is no longer permitted to present components of
comprehensive income (that is, nonowner changes
in equity) in the statement of changes in equity.
• Income and expenses to be presented in one statement (a statement of comprehensive income) or in
two statements (a separate income statement and
a statement of comprehensive income), separately
from owner changes in equity.
• Components of other comprehensive income to
be displayed in the statement of comprehensive
income.
• Total comprehensive income to be presented in the
financial statements.
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Single Statement—Statement of
Comprehensive Income, Expenses
by Function
3.24

Astra Zeneca PLC (Dec 2009)
CONSOLIDATED STATEMENT OF
COMPREHENSIVE INCOME FOR THE YEAR
ENDED 31 DECEMBER

Revenue
Cost of sales
Gross profit
Distribution costs
Research and development
Selling, general and administrative costs
Other operating income and expense
Operating profit
Finance income
Finance expense
Profit before tax
Taxation
Profit for the period
Other comprehensive income:
Foreign exchange arising on consolidation
Foreign exchange differences on borrowings forming net investment hedges
Gain/(loss) on cash flow hedge in connection with debt issue
Net available for sale gains/(losses) taken to equity
Actuarial loss for the period
Income tax relating to components of other comprehensive income
Other comprehensive income for the period, net of tax
Total comprehensive income for the period
Profit attributable to:
Owners of the parent
Non-controlling interests
Total comprehensive income attributable to:
Owners of the parent
Non-controlling interests
Basic earnings per $0.25 ordinary share
Diluted earnings per $0.25 ordinary share
Weighted average number of ordinary shares in issue (millions)
Diluted weighted average number of ordinary shares in issue (millions)
Dividends declared and paid in the period

Notes
1

2
2
2
3
3
4

4

5
5
5
5
21

2009
$m
32,804
(5,775)
27,029

2008
$m
31,601
(6,598)
25,003

2007
$m
29,559
(6,419)
23,140

(298)
(4,409)
(11,332)
553
11,543
462
(1,198)
10,807
(3,263)
7,544

(291)
(5,179)
(10,913)
524
9,144
854
(1,317)
8,681
(2,551)
6,130

(248)
(5,162)
(10,364)
728
8,094
959
(1,070)
7,983
(2,356)
5,627

388
(68)
1
2
(569)
192
(54)
7,490

(1,336)
291
1
2
(1,232)
368
(1,906)
4,224

492
(40)
(21)
(9)
(113)
33
342
5,969

7,521
23

6,101
29

5,595
32

7,467
23
$ 5.19
$ 5.19
1,448
1,450
3,026

4,176
48
$ 4.20
$ 4.20
1,453
1,453
2,767

5,934
35
$ 3.74
$ 3.73
1,495
1,498
2,658

All activities were in respect of continuing operations. $m
means millions of US dollars.
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Two Statements—Income Statement and
Statement of Other Comprehensive Income,
Expenses by Nature
3.25

Portugal Telecom, SGPS, SA (Dec 2008)
Author’s Note
Portugal Telecom restated its 2008 and 2007 financial
statements upon adoption of IFRIC 13, Customer Loyalty Programmes, which, in accordance with IAS 8,
requires retrospective application of the change in accounting policy.
CONSOLIDATED INCOME STATEMENT FOR
THE YEARS ENDED 31 DECEMBER 2009,
2008 AND 2007
(Amounts stated in Euros)

Continuing Operations
Revenues
Services rendered
Sales
Other revenues
Costs, Losses and (Income)
Wages and salaries
Direct costs
Costs of products sold
Marketing and publicity
Supplies and external services
Indirect taxes
Provisions and adjustments
Depreciation and amortisation
Post retirement benefits
Curtailment costs, net
Gains on disposals of fixed assets, net
Other costs, net

Notes

2009

2008 (Restated)

2007 (Restated)

6
6
6

6,253,723,858
422,894,805
108,061,947
6,784,680,610

6,102,100,602
508,662,301
110,123,957
6,720,886,860

5,619,439,236
442,466,483
80,447,271
6,142,352,990

8
10
11

693,234,578
1,135,108,895
648,784,657
165,761,900
1,294,090,787
243,624,838
101,807,099
1,437,928,144
89,630,520
14,804,659
(408,534)
49,653,374
5,874,020,917

616,597,308
1,086,931,322
778,460,559
176,292,202
1,229,948,221
233,600,026
118,782,268
1,268,342,092
44,759,000
99,955,165
(19,466,353)
29,986,839
5,664,188,649

638,072,873
907,297,176
656,149,583
147,246,817
1,179,188,425
201,825,104
122,275,443
1,123,064,739
(65,076,144)
275,619,171
(2,795,990)
45,071,936
5,227,939,133

910,659,693

1,056,698,211

914,413,857

302,279,680
(20,155,129)
(8,067,568)
(456,043,545)
72,928,007
(109,058,555)

272,372,217
8,505,581
(19,297,574)
(170,975,397)
38,891,868
129,496,695

197,368,292
12,427,018
(248,783,007)
(126,127,657)
48,316,434
(116,798,920)

1,019,718,248
233,209,153
786,509,095

927,201,516
231,379,762
695,821,754

1,031,212,777
242,933,715
788,279,062

12
14
39
33 and 34
9.6
9.6

Income before financial results and taxes
Financial Losses and (Gain)
Net interest expense
Net foreign currency exchange losses (gains)
Net gains on financial assets and other investments
Equity in earnings of associated companies, net
Net other financial expenses
Income before taxes
Income taxes
Net income from continuing operations

15
16
17
31
18

19

(continued )
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Descontinued Operations
Net income from discontinued operations
Net income
Attributable to minority interests
Attributable to equity holders of the parent
Earnings per share
Basic
Diluted
Earnings per share from continuing operations
Basic
Diluted

Notes

2009

2008 (Restated)

2007 (Restated)

20

—
786,509,095

—
695,821,754

45,474,124
833,753,186

21
23

102,578,076
683,931,019

119,721,635
576,100,119

92,847,426
740,905,760

23
23

0.78
0.76

0.64
0.62

0.71
0.67

23
23

0.78
0.76

0.64
0.62

0.69
0.66

Notes

2009 (Note 40.5)

2008 (Restated)

2007 (Restated)

920,584,173

(764,998,457)

241,843,651

9.7
19

164,773,415
(43,664,955)

(594,809,172)
157,624,431

285,237,065
(75,588,720)

42

(2,407,036)
1,633,364

(1,238,300)
(44,656)

3,685,028
(8,287,000)

—
—
205,023
(5,901,102)
1,035,222,882

—
—
339,983
(3,943,124)
(1,207,069,295)

15,682,412
(38,650,508)
7,306,068
4,602,468
435,830,464

—
12,116,738
12,116,738

1,075,033,022
(284,346,234)
790,686,788

—
—
—

1,047,339,620
786,509,095
1,833,848,715
348,381,799
1,485,466,916

(416,382,507)
695,821,754
279,439,247
(50,376,301)
329,815,548

435,830,464
833,753,186
1,269,583,650
137,037,033
1,132,546,617

CONSOLIDATED STATEMENT OF
COMPREHENSIVE INCOME FOR THE YEARS
ENDED 31 DECEMBER 2009, 2008 AND 2007
(Amounts stated in Euros)

Income and Expenses Recognised Directly in Shareholders’ Equity
Foreign currency translation adjustment(i)
Post retirement benefits
Net actuarial gains (losses)
Tax effect
Financial instruments
Hedge accounting
Change in fair value
Transferred to profit and loss
Investments available for sale
Changes in fair value
Transferred to profit and loss on sale
Tax effect
Other expenses recognised directly in shareholders’ equity, net
Reserves Recognised Directly in Shareholders’ Equity
Revaluation reserve of tangible assets
Revaluation of real estate and of the wireline’s
ducts infrastructure
Tax effect
Total earnings and reserves recognised directly
in shareholders’ equity
Income recognised in the income statement
Total income recognised
Attributable to minority interests
Attributable to equity holders of the parent
(i)

19

34
19

The gain recorded in 2009 is mainly related to the appreciation of the Real against the Euro from 3.2436 as at 31 December 2008 to 2.5113
as at 31 December 2009, while the loss recorded in 2008 is basically explained by the depreciation of the Real against the Euro from 2.5963
as at 31 December 2007 to 3.2436 as at 31 December 2008. The gain recorded in 2007 is primarily related to the appreciation of the
Real against the Euro from 2.8118 as at 31 December 2006 to 2.5963 as at 31 December 2007.
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Analysis of Expenses by Function,
Disaggregation of Cost of Sales in
Note Disclosure
3.26

Harmony Gold Mining Company Limited (Jun 2009)
Author’s Note
Harmony Gold Mining Company’s financial statements may not fully reflect the requirements of IAS 1
revised because its fiscal year end is June 30. It was not
required to and did not early adopt the revised standard.
CONSOLIDATED INCOME STATEMENTS
For the years ended June 30
US Dollar
Figures in Million
Continuing Operations
Revenue
Cost of sales
Production costs
Amortisation and depreciation
Impairment of assets
Employment termination and restructuring costs
Other items
Gross profit
Corporate, administration and other expenditure
Exploration expenditure
Profit on sale of property, plant and equipment
Other expenses—net
Operating profit
Profit/(loss) from associates
Profit on sale of investment in associate
Impairment of investment in associate
Fair value (loss)/gain on financial instruments
Loss on sale of listed investments
Investment income
Finance cost
Profit/(loss) before taxation
Taxation
Net profit/(loss) from continuing operations
Discontinued operations
Profit from discontinued operations
Net profit/(loss)

Note

5

6
7
8
22
9
22
10
11
12
13
14

15

Earnings/(loss) per ordinary share (cents):
Earnings/(loss) from continuing operations
Earnings from discontinued operations
Total earnings/(loss) for the period

16

Diluted earnings/(loss) per ordinary share (cents):
Earnings/(loss) from continuing operations
Earnings from discontinued operations
Total diluted earnings/(loss) for the period

16

(∗)

2009

IFRS ATT 3.26

2007 (∗)

1,277
(1,104)
(850)
(167)
(61)
(4)
(22)
173
(40)
(32)
116
(3)
214
1
—
(14)
(10)
—
49
(24)
216
(23)
193

1,325
(1,162)
(959)
(117)
(35)
(32)
(19)
163
(33)
(32)
18
(13)
103
(11)
—
(12)
5
(63)
39
(71)
(10)
(68)
(78)

1,202
(1,084)
(907)
(134)
(37)
—
(6)
118
(31)
(30)
25
—
82
(3)
33
—
15
(5)
27
(66)
83
(50)
33

118
311

48
(30)

18
51

47
28
75

(20)
12
(8)

8
4
12

46
28
74

(20)
12
(8)

8
4
12

The comparative periods have been re-presented for a change in discontinued operations. Refer to note 15.

The accompanying notes are an integral part of these consolidated financial statements.

2008 (∗)
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CONSOLIDATED STATEMENTS OF OTHER
COMPREHENSIVE INCOME
For the years ended June 30
US Dollar
Figures in Million
Net profit/(loss) for the period
Attributable to:
Owners of the parent
Other comprehensive income/(loss) for the period, net of income tax
Foreign exchange translation
Mark-to-market of available-for-sale investments
Total comprehensive income/(loss) for the period

Note

28

Attributable to:
Owners of the parent

2009
311

2008
(30)

2007
51

311
111
105
6
422

(30)
(204)
(246)
42
(234)

51
41
87
(46)
92

422

(234)

92

NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (in part)
Note 5. Cost of Sales
US Dollar
Figures in Million
Production costs (a)
Amortization and depreciation of mining properties, mine development costs and mine plant facilities (b)
Amortization and depreciation of assets other than mining properties, mine development costs and mine
plant facilities (c)
Provision/(reversal of provision) for rehabilitation costs (d)
Care and maintenance cost of restructured shafts
Employment termination and restructuring costs (e)
Share-based payments (f)
Impairment of assets (g)
Provision for post retirement benefits
Total cost of sales
(a) Production costs include mine production, transport
and refinery costs, applicable general and administrative costs, movement in inventories and ore stockpiles and ongoing environmental rehabilitation costs as
well as transfers to and from deferred stripping. Ongoing employee termination costs are included, however
employee termination costs associated with major restructuring and shaft closures are excluded. Production
costs, analyzed by nature, consist of the following:

Figures in Million
Labor costs, including contractors
Stores and materials
Water and electricity
Insurance
Transportation
Changes in inventory
Capitalization of mine development
costs
By-products sales
Other
Total production cost

2009
540
215
93
25
15
(2)

US Dollar
2008
2007
632
612
229
196
90
91
19
21
9
5
9
(10)

(106)
(3)
73
850

(109)
(4)
84
959

(70)
(3)
65
907

2009
850
158

2008
959
107

2007
907
130

9
3
6
4
13
61
—
1,104

10
2
10
32
6
35
1
1,162

4
(6)
8
—
6
37
(2)
1,084

(b) While Mount Magnet was classified as held-for-sale, no
depreciation was recorded as per the requirements of
IFRS 5, Non-current assets held-for-sale and Discontinued Operations. When Mount Magnet ceased being
classified as held-for-sale, depreciation was calculated
for the period from April 2007 to June 2009 and US$28
million recorded in the 2009 year.
(c) Amortization and depreciation of assets other than mining properties, mine development costs and mine plant
facilities consist of the following:

Figures in Million
Other non-mining assets
Intangible assets
Amortization of issue costs
Total amortization and depreciation

2009
1
3
5
9

US Dollar
2008
4
2
4
10

2007
2
1
1
4

(d) For the assumptions used to calculate the rehabilitation
costs, refer to note 3.4.
(e) Employment termination and restructuring costs consist
of the following:
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Figures in Million
Free State
Randfontein and Elandskraal
Evander
Freegold
Avgold
Australia
Total employment termination and
restructuring cost

2009
1
1
1
1
—
—
4

US Dollar
2008
10
5
3
10
1
3
32

2007
—
—
—
—
—
—
—

During the December 2007 quarter, a voluntary retrenchment process was begun, following the Group’s decision
to decentralize central services, as well as the restructuring of shafts due to the cessation of Conops.
(f) Refer to note 36 for details on the share-based payments
schemes operated by the Group.
(g) Impairment consists of the following:

Figures in Million
Virginia(1)
Target(1)
Evander(1)
Kalgold(1)
Mount Magnet(2)
Other underground—assets(1)
Other underground—goodwill(3)
Total impairment
(1)

(2)

(3)

2009
7
31
33
—
(10)
—
—
61

US Dollar
2008
—
—
16
8
(5)
3
13
35

2007
2
—
—
(19)
56
(2)
—
37

During 2009 and 2008 impairments were recognized, which
resulted primarily from the revised business (Life-of-Mine)
plans that were completed during the June quarter of each
year. Included in the revised plans were increases in labor and
electricity costs, Also included in the revised plans for 2009
for Evander and Target was additional capital expenditure that
is needed to access reserve ounces in areas where geological anomalies have been discovered. These adjustments impacted negatively on the recoverable amount and contributed
to the recognition of the impairments at the shafts. Impairment
tests were performed as required by IAS 36, Impairment of
Assets, and as a result these impairments were recorded. For
assumptions used to calculate the recoverable amount, refer
to note 3.1.
During June 2007, the Group recorded an impairment at the
Free State operations relating to the cessation of operations at
the Refinery. The Group also reversed impairments previously
recorded at its Kalgold and Freegold operations, where the
recoverable amounts calculated using fair value less costs to
sell exceeded the carrying values.
In 2009, the impairment recorded for Mount Magnet since
being classified as held-for-sale was reversed when the requirement for IFRS 5 were no longer met and the carrying
value was adjusted for depreciation as per IFRS 5. Refer to
note 5(b) in this regard.
During the 2008 year, the disposal group was tested for impairment and as the recoverable amount exceeded the carrying value, a portion of the impairment previously recognized
was reversed.
When Mount Magnet was classified as held-for-sale in April
2007, the carrying value had to be measured against the recoverable amount, in terms of IFRS 5. The carrying value exceeded the recoverable amount and therefore an impairment
was recorded.
During 2008 goodwill relating to certain underground operations, classified as Other—underground, was also impaired.
For further details on the allocation of goodwill, refer to
note 18.
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Analysis of Expenses by Nature,
Disaggregation in Note Disclosure
3.27

BHP Billiton Limited and BHP Billiton PLC
(Dec 2009)
Author’s Note
BHP Billiton’s financial statements may not fully reflect the requirements of IAS 1 revised because its fiscal year end is June 30. It was not required to and did
not early adopt the revised standard. Like many other
companies domiciled in the United Kingdom, BHP Billiton uses the title “Statement of Recognised Income
and Expenses” in place of the title “Statement of Other
Comprehensive Income.” IAS 1 does not require entities to adopt the financial statement titles that are used
in the standard.
CONSOLIDATED INCOME STATEMENT
For the year ended 30 June 2009

Notes
Revenue
Group production
Third party products
Revenue
Other income
Expenses excluding net finance costs
Profit from operations
Comprising:
Group production
Third party products
Financial income
Financial expenses
Net finance costs
Profit before taxation
Income tax expense
Royalty related taxation (net of income tax benefit)
Total taxation expense
Profit after taxation
Profit attributable to minority interests
Profit attributable to members of BHP Billiton Group
Earnings per ordinary share (basic) (US cents)
Earnings per ordinary share (diluted) (US cents)
Dividends per ordinary share—paid during the period (US cents)
Dividends per ordinary share—declared in respect of the period (US cents)

2
2
4
5

2
2
2
6
6
6
7
7
7

8
8
9
9

2009
US$M

2008
US$M

2007
US$M

44,113
6,098
50,211
589
(38,640)
12,160

51,918
7,555
59,473
648
(35,976)
24,145

41,271
6,202
47,473
621
(28,370)
19,724

11,657
503
12,160
309
(852)
(543)
11,617
(4,784)
(495)
(5,279)
6,338
461
5,877
105.6
105.4
82.0
82.0

24,529
(384)
24,145
293
(955)
(662)
23,483
(6,798)
(723)
(7,521)
15,962
572
15,390
275.3
274.8
56.0
70.0

19,650
74
19,724
264
(776)
(512)
19,212
(5,305)
(411)
(5,716)
13,496
80
13,416
229.5
228.9
38.5
47.0
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CONSOLIDATED STATEMENT OF RECOGNISED INCOME AND EXPENSE
For the year ended 30 June 2009

Notes

Profit after taxation
Amounts recognised directly in equity
Actuarial (losses)/gains on pension and medical schemes
Available for sale investments:
Net valuation gains/(losses) taken to equity
Net valuation losses transferred to the income statement
Cash flow hedges:
Gains/(losses) taken to equity
Realised losses transferred to the income statement
Unrealised gain transferred to the income statement
Gains transferred to the initial carrying amount of hedged items
Exchange fluctuations on translation of foreign operations
Exchange fluctuations transferred to profit on sale of divested operations
Tax on items recognised directly in, or transferred from, equity
Total amounts recognised directly in equity
Total recognised income and expense
Attributable to minority interests
Attributable to members of BHP Billiton Group

22
22

2009
US$M

2008
US$M

2007
US$M

6,338

15,962

13,496

(227)

(96)

79

3
58

(76)
—

147
—

710
22
(48)
(26)
27
—
(253)
266
6,604
458
6,146

(383)
73
—
(190)
(21)
—
306
(387)
15,575
571
15,004

(50)
—
—
(88)
6
6
82
182
13,678
82
13,596

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (in part)
Note 5. Expenses

Changes in inventories of finished goods and work in progress
Raw materials and consumables used
Employee benefits expense
External services (including transportation)
Third party commodity purchases
Net foreign exchange (gains)/losses
Research and development costs before crediting related grants
Fair value change on derivatives(a)
Impairment of available for sale financial assets
Government royalties paid and payable
Depreciation and amortisation expense
Exploration and evaluation expenditure incurred and expensed in the current period
Exploration and evaluation expenditure previously capitalised, written off as unsuccessful
or abandoned(b)
Impairment of property, plant and equipment(b)
Impairment of goodwill and other intangible assets
Reversal of previously impaired other intangible assets
Reduction of previously recognised goodwill
Operating lease rentals
All other operating expenses
Total expenses
Aggregate employee benefits expense
Wages, salaries and redundancies
Employee share awards(c)
Social security costs
Pensions and post-retirement medical benefit costs—refer to note 31
Less payroll expenses classified as exploration and evaluation expenditure above
Employee benefits expense
(a)

(b)
(c)

2009
US$M

2008
US$M

2007
US$M

(11)
6,227
4,147
9,725
5,785
(324)
156
(560)
71
1,905
3,871
1,009

(750)
7,529
4,271
8,947
7,820
243
244
433
—
1,369
3,612
859

(489)
6,857
3,451
6,222
6,169
233
169
33
—
1,030
2,754
539

96
4,439
34
—
—
409
1,661
38,640

47
90
—
—
137
451
674
35,976

82
183
45
(5)
—
501
596
28,370

3,877
164
15
289
4,345
198
4,147

3,949
138
14
259
4,360
89
4,271

3,177
89
13
236
3,515
64
3,451

Fair value change on derivatives includes realised losses of US$219 million (2008: US$207 million realised gains; 2007: US$136 million realised gains)
and unrealised gains of US$779 million (2008: US$640 million unrealised losses; 2007: US$169 million unrealised losses).
Includes exceptional items of US$4,450 million. Refer to note 3.
Employee share awards expense is US$163.820 million (2008: US$137.935 million; 2007: US$88.917 million).
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IAS 18, REVENUE
SIC 31, REVENUE—BARTER
TRANSACTIONS INVOLVING
ADVERTISING SERVICES
IFRS Overview and Comparison
to U.S. GAAP
3.28 The IASB’s framework defines income as increases in

economic benefits during the period in the form of inflows or
enhancements of assets or reductions of liabilities that result
in an increase in equity other than an increase from contributions by equity participants. Income includes both revenues
and gains. The framework defines revenue as income that results from the entity’s ordinary business activities. Gains also
meet the definition of income but may or may not result from
the entity’s ordinary business activities. Because gains represent increases in economic benefits, they are no different
in nature from revenue. Whereas the framework considers
revenue to be a separate element of the financial statements,
a gain is not considered a separate element.

Recognition and Measurement
IFRSs
3.29 IAS 18, Revenue, establishes the accounting and dis-

closure requirements for revenue from the sale of goods, rendering of services, and the use by others of an entity’s assets that yield interest, dividends, or royalties. IAS 18 does
not address the accounting for revenue or income generated
by the extraction of mineral ores, changes in value of current assets, or assets covered by another IFRS. For example,
IAS 18 does not apply to revenue arising from leases, dividends from equity-method investments, insurance contracts,
change in fair value or disposal of financial instruments, agricultural produce, and biological assets since other IFRSs address these issues.
3.30 Revenue includes only gross inflows received or re-

ceivable by an entity on its own account. When amounts are
collected on behalf of third parties (for example, fees and
commissions), an entity should only recognize revenue for
its fee or commission, not the amount collected. Similarly,
amounts collected on behalf of third parties, such as sales
taxes, goods and services taxes, and value-added taxes, are
not economic benefits that flow to the entity and do not result in increases in equity; therefore, these items are excluded
from revenue.
3.31 IAS 18 requires an entity to segment or combine trans-

actions to arrive at the substance of the arrangement for revenue recognition purposes. Because there is limited guidance
on segmenting and combining in IAS 18, the entity should
refer to and consider the applicability of the guidance on
segmenting and combining transactions included in IAS 11,
Construction Contracts.
Author’s Note
For more information on IAS 11, see paragraph 3.62
in this section.

305

3.32 Revenue is measured at the fair value of the consid-

eration received or receivable. The fair value should take
into account any trade discounts or volume rebates. When
a transaction is effectively a financing arrangement, IAS 18
requires an entity to determine the fair value by discounting
future cash flows using an imputed interest rate. The imputed
rate of interest is the more clearly determinable of either the
prevailing rate on similar instruments by issuers with similar
credit ratings or the rate that discounts the nominal amount of
the instrument to the current cash sales price of the goods or
services provided. An entity should recognize the difference
between the present value and the nominal amount as interest
revenue, in accordance with IAS 39, Financial Instruments:
Recognition and Measurement.
3.33 When goods and services are exchanged, an entity

should not recognize revenue when the goods or services
are similar. An entity should only recognize revenue when it
exchanges dissimilar goods or services. In an exchange, an
entity should measure revenue at the fair value of the goods or
services received. Only when this fair value cannot be measured reliably should the entity recognize revenue at the fair
value of the goods or services given up, adjusted by any cash
or cash equivalent transferred.
3.34 According to Standing Interpretations Committee

(SIC) Interpretation 31, Revenue—Barter Transactions Involving Advertising Services, when entering into a barter
transaction, an entity should recognize revenue only when
the fair value is determined by reference to nonbarter transactions with certain characteristics.
3.35 IAS 18 requires an entity to meet two conditions before

recognizing revenue on the sale of goods. The entity should:
• Transfer the significant risks and rewards of ownership
of the goods to the buyer, and
• Retain neither continuing management involvement associated with ownership nor effective control over the
goods sold.
3.36 An entity should determine that the economic bene-

fits from the transfer of the goods are probable and should
measure reliably both the revenue and the costs associated
with the transaction. An entity should recognize a sale when
it retains only an insignificant amount of the risk and rewards
of ownership.
3.37 To meet the probability criteria when an entity does not

receive consideration at the time the goods are transferred and
is uncertain about the consideration’s future collectability, the
entity should measure revenue at the amount expected to be
collected.
3.38 With respect to revenue generated by providing ser-

vices, an entity should recognize revenue using the percentage of completion method; that is, the entity recognizes revenue when it is probable that future economic benefits will
be received and it can reliably measure all of the following:
• Amount of revenue,
• Stage of completion,
• Costs incurred, and
• Costs to complete the project.
IAS 18 does not require an entity to use a particular method
for measuring the stage of completion. Use of surveys of
work performed, services performed to date, and the percentage of costs incurred are all acceptable measurement
methodologies.
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3.39 When the outcome of a transaction for services cannot

be measured reliably, an entity should recognize revenue only
up to the amount of recoverable costs incurred.
3.40 An entity should recognize revenue from the use of

assets generating interest, dividends, or royalties only when
receipt of the expected economic benefits is probable and it
can measure the amount reliably. IAS 18 requires an entity
to recognize these types of revenue as follows:
• Recognize interest revenue using the effective interest
method
• Recognize royalty revenue using the accrual basis, in
accordance with the substance of the relevant agreement
• Recognize dividend revenue when an entity’s shareholder rights to dividends are established
U.S. GAAP
3.41 FASB ASC 605, Revenue Recognition, includes exten-

sive requirements and guidance for revenue recognition and
measurement, which exceed that provided in IAS 18. Revenue guidance is contained in both FASB ASC and rules of
the SEC.
3.42 FASB ASC 605-10-25-1 generally permits an entity to

recognize revenue only in the following circumstances:
• The revenue is realized or realizable (that is, when the
goods or services are exchanged for cash or claims to
cash).
• The revenue is being earned (that is, when the entity
has substantially accomplished what it must do to be
entitled to the benefits represented by the revenues).
3.43 However, FASB ASC 605-10-25-4 permits revenue

and gain recognition using the installment or cost-recovery
methods under exceptional circumstances. The cost-recovery
method yields essentially the same results as the requirements
of IAS 18 in the circumstances when the outcome of a transaction cannot be measured reliably. IFRSs do not permit entities
to use the installment method. Unlike IFRSs, for transactions
involving the rendering of services, FASB ASC 605 does not
require an entity to use the percentage of completion method
of revenue recognition.
3.44 In topic 13, “Revenue Recognition,” of SEC Codifica-

tion of Staff Accounting Bulletins, the SEC stated that revenue
generally is realized or realizable and earned when all of the
following criteria are met:
• Persuasive evidence of an arrangement exists,
• Delivery of the goods has occurred or services have
been rendered,
• The seller’s price to the buyer is fixed or determinable,
and
• Collectability is reasonably assured.
3.45 In addition, unlike IFRSs, FASB ASC and SEC sources

contain detailed transaction-specific guidance. For example,
these sources provide guidance on revenue recognition for
sales when the title is retained, bill and hold sales, goods are
shipped but not billable or are subject to conditions, consignment sales, layaway sales, options to buy, special orders and
drop shipments, sale and repurchase agreements, subscriptions, and points and other items redeemable for goods or
services.
3.46 Despite the detailed guidance on the timing of recogni-

tion, FASB ASC and SEC sources contain little guidance on
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measurement, other than the previously noted requirement for
the seller’s price to be fixed or determinable. Additional guidance about this condition exists for extended payment terms,
reseller arrangements, customer cancellation privileges, fiscal funding clauses, and software arrangements. If the fee is
not fixed or determinable, an entity should recognize revenue
as payments are received.
3.47 FASB ASC 605-25 contains more guidance on seg-

menting of transactions, referred to as multiple element arrangements, for both recognition and measurement. FASB
ASC 605-25-30-2 requires that when there is objective and
reliable evidence of the fair values of different units of account in an arrangement, the entity should allocate the consideration to these units based on their relative fair values,
except when fair values do not exist for delivered elements.
In the latter case, the residual method is used to allocate the
consideration to the separate elements.
Author’s Note
In October 2009, FASB issued Accounting Standards Update (ASU) No. 2009-13, Revenue Recognition (Topic 605): Multiple-Deliverable Revenue
Arrangements—a consensus of the FASB Emerging Issues Task Force. This ASU addresses the accounting
for multiple-deliverable arrangements to enable vendors to account for products or services (deliverables)
separately, rather than as a combined unit. This guidance affects accounting and reporting for all vendors
that enter into multiple-deliverable arrangements with
their customers when those arrangements are within
the scope of FASB ASC 605-25. The ASU becomes effective prospectively for revenue arrangements entered
into or materially modified in fiscal years beginning on
or after June 15, 2010. See the ASU for complete details.
3.48 Like IFRSs, FASB ASC 605-45 requires entities to

recognize revenue at the net amount retained when acting
as an agent. Unlike IFRSs, paragraphs 2–3 of FASB ASC
605–45–50 explain that an entity may present taxes collected
from customers and remitted to governmental authorities on
either a gross basis (included in both revenues and costs) or
net basis (excluded from revenues). The method an entity
chooses is an accounting policy decision.

Presentation
IFRSs
3.49 IAS 1 requires an entity to present total revenue sepa-

rately on the statement of comprehensive income. Use of the
term revenue is not required.
Author’s Note
Companies domiciled in the United Kingdom commonly use of the term “turnover” in place of revenue.
U.S. GAAP
3.50 Rule 5-03 of Regulation S-X requires SEC registrants

to present revenues on a separate line item on the income
statement.
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Disclosure

U.S. GAAP

IFRSs

3.52 FASB ASC 235-10-50-3 also requires entities to dis-

3.51 An entity should disclose its accounting policies for

revenue recognition separately for the following categories:
sales of goods, services, interest, dividends, and royalties.
The policies should appear either on the face of the statement
of comprehensive income or in the notes. Entities should also
disclose the amount of revenue recognized from the exchange
of goods or services in each of those categories.

close the accounting policy for revenue recognition. FASB
ASC 235 does not require disclosures comparable to those
required by IAS 18 for each type of revenue. FASB ASC 60545-50-4 states that when an entity presents taxes collected
from customers and remitted to governmental authorities on
a gross basis, it should disclose any significant amounts of
such taxes included in revenues and costs for each period
presented.

Presentation and Disclosure Excerpts—
Continuing Application
Revenue—Sales of Goods
3.53

Silver Fern Farms Limited (Aug 2009)
Author’s Note
Silver Fern Farms’ financial statements may not fully
reflect the requirements of IAS 1 revised because its
fiscal year end is August 31. It was not required to and
did not early adopt the revised standard.
INCOME STATEMENT (in part)
For the year ended 31 August 2009
Parent
NZD in Thousand ($000)
Continuing Operations
Sale of goods
Other revenue
Revenue
Other income
Total income

Notes

5
6

Consolidated

2009

2008

2009

2008

1,962,057
850
1,962,907
10,258
1,973,165

1,898,267
368
1,898,635
20,494
1,919,129

2,001,614
320
2,001,934
12,656
2,014,590

1,962,820
390
1,963,210
26,707
1,989,917

NOTES TO THE FINANCIAL STATEMENTS (in part)
For the year ended 31 August 2009

Note 2. Summary of Significant Accounting Policies
(in part)
y Revenue Recognition
Revenue is recognised to the extent that it is probable that
the economic benefits will flow to the Group and the revenue
can be reliably measured. The following specific recognition
criteria must also be met before revenue is recognised:
i Sale of Goods
Revenue is recognised when the significant risks and rewards
of ownership of the goods have passed to the buyer and
can be measured reliably. Risks and rewards are considered
passed to the buyer at the time of shipment.

Revenue—Sales of Goods with Right of
Return, Bill and Hold, and Barter Transactions
3.54

Syngenta AG (Dec 2009)
CONSOLIDATED INCOME STATEMENT
(For the years ended December 31, 2009, 2008 and 2007)
(US$ Million, Except Share
and Per Share Amounts)
Sales
Cost of goods sold

Notes
4, 5

2009
10,992
(5,586)

2008
11,624
(5,713)

2007
9,240
(4,669)
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NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (in part)
Note 2. Accounting Policies (in part)
Revenue
Revenue is measured at the fair value of the consideration
received or receivable. Revenue from sales of goods is recognized in the income statement when the significant risks
and rewards of ownership have been transferred to the buyer,
which is usually upon delivery, at a fixed or determinable price,
and when collectability is reasonably assured. Delivery is defined based on the terms of the sale contract. Revenue is
reported net of sales taxes, returns, discounts and rebates.
Rebates to customers are provided for in the same period that
the related sales are recorded based on the contract terms.
In certain markets, sales terms allow customers to exchange purchased products at a later date for other Syngenta
products of their choice, to the same value. Revenue is recognized upon delivery of the original products, and is reduced by
a provision for products expected to be exchanged. This provision is released, and the corresponding revenue is recorded,
when the substitute products are delivered or the period available to exchange the products expires, whichever is earlier.
In certain markets, sales terms allow customers the option
of a one-time, non-repeatable extension of credit, for a defined additional period, in respect of a defined proportion of
purchases made during a defined period, if the customers
still have the inventories on hand upon expiration of the initial
agreed credit period. Customers have no right to return these
inventories, and must pay unconditionally when the additional
credit period expires. In accordance with IAS 18, revenue for
these sales is recognized upon product delivery.
Where a right of return exists, revenue is recognized when
a reasonable estimate of returns can be made, or when the
right of return expires, whichever is earlier. Where Syngenta’s
distributors hold inventories and have the right of return, or
Syngenta’s commercial practice is to accept returns from distributors, and it is not possible to make a reasonable estimate
of returns, Syngenta recognizes revenue when its distributors
sell the inventories to their customers.
Where third parties hold Syngenta inventories on a consignment basis, revenue is recognized in the period that inventories are withdrawn from consignment and delivered to
customers.
Bill and hold sales are sales contracts which, at customers’
requests, transfer legal title of inventories to customers before the inventories leave Syngenta’s warehouse. Bill and hold
sales are recognized as revenue when legal title is transferred,
it is probable that delivery will be made, the inventories are
ready for delivery and are physically segregated from unsold
inventories, the customer has specifically acknowledged deferred delivery instructions and usual payment terms apply.
Syngenta periodically enters into prepayment contracts
with customers whereby it receives advance payments for
product to be delivered in future periods. These advance payments are recorded as liabilities and presented as part of
trade accounts payable. Advance payment liabilities are released and revenues associated with such advance payment
transactions are recognized upon delivery of and transfer of
title, ownership, and risk of loss of the related products to the
customer.
Royalty income is recognized when earned. If the license
agreement contains performance obligations for Syngenta,

IFRS ATT 3.55
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the related income is considered earned when Syngenta has
performed the obligations. Amounts received in advance of
performance are deferred in the consolidated balance sheet.
If the license agreement provides for royalties based on sales
made by the licensee, income is considered earned in the
period that the related sales occur.
Cash rebates and discounts granted to customers are classified as a reduction of revenue. Awards of free or discounted
products or services supplied by Syngenta in connection with
customer loyalty programs are recognized as revenue when
the customer redeems the credits. Awards supplied by a third
party are recognized as revenue when the third party becomes obliged to supply the awards if Syngenta is an agent
for the third party, and when Syngenta has performed its obligations to the customer if Syngenta is a principal. Net profit
from programs where Syngenta is an agent is shown as part
of sales. Revenue related to programs where Syngenta is a
principal is presented as part of sales, and associated costs
are presented within cost of goods sold or marketing and distribution expense as appropriate. Liabilities associated with
customer loyalty programs are classified within trade accounts
payable.
Barter Transactions
In certain markets, either settlement of trade receivables is
secured with proceeds from agricultural commodities sold by
Syngenta customers, or customers settle trade receivables
directly by delivering commodities to Syngenta. For these
arrangements, Syngenta recognizes revenue when it has a
legally enforceable receivable, the amount of which is reliably
measurable based on an agreed price for the Syngenta products. Where Syngenta has a contract with the customer for
physical delivery of a commodity at a fixed price, an embedded derivative is recognized for the fair value of the contract
until physical delivery. When it subsequently sells the commodity, Syngenta classifies additional revenue as sales only
to the extent that the original contract for the sale of Syngenta
products included revenue that was contingent upon the commodity sales proceeds. Any remaining gains or losses on the
commodity sale are classified in Marketing and distribution.

Revenue—Goods, Services, Use of Assets,
Multiple Element Arrangements
3.55

Deutsche Telekom AG (Dec 2009)
CONSOLIDATED INCOME STATEMENT (in part)
(Millions of €)
Net revenue
Cost of sales
Gross profit

Note
15
16

2009
64,602
(36,259)
28,343

2008
61,666
(34,592)
27,074

2007
62,516
(35,337)
27,179
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NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (in part)
Revenues include all revenues from the ordinary business
activities of Deutsche Telekom. Revenues are recorded net
of value-added tax and other taxes collected from customers
that are remitted to governmental authorities. They are recognized in the accounting period in which they are earned
in accordance with the realization principle. Customer activation fees are deferred and amortized over the estimated
average period of customer retention, unless they are part
of a multiple-element arrangement, in which case they are a
component of the arrangement consideration to be paid by the
customer. Activation costs and costs of acquiring customers
are deferred, up to the amount of deferred customer activation fees, and recognized over the average customer retention
period.
For multiple-element arrangements, revenue recognition
for each of the units of accounting (elements) identified must
be determined separately. Revenue is recognized on the basis of the fair value of the individual elements. Arrangements
involving the delivery of bundled products or services shall
be separated into individual elements, each with its own separate revenue contribution. Total arrangement consideration
relating to the bundled contract is allocated among the different elements based on their relative fair values (i.e., a ratio of
the fair value of each element to the aggregated fair value of
the bundled deliverables is generated). The relative fair value
of an individual element and thus the revenue recognized for
this unit of accounting, however, is limited by that proportion
of the total arrangement consideration to be provided by the
customer, the payment of which does not depend on the delivery of additional elements. If the fair value of the delivered
elements cannot be determined reliably but the fair value of
the undelivered elements can be determined reliably, the total
arrangement consideration provided by the customer is allocated by determining the fair value of the delivered elements
as the difference between the total arrangement consideration and the fair value of the undelivered elements.
Payments to customers, including payments to dealers and
agents (discounts, provisions) are generally recognized as a
decrease in revenue. If the consideration provides a benefit
in its own right and can be reliably measured, the payments
are recognized as expenses.
Revenue from systems integration contracts requiring the
delivery of customized products is recognized by reference to
the stage of completion, as determined by the ratio of project
costs incurred to date to estimated total contract costs, with
estimates regularly revised during the life of the contract. A
group of contracts, whether with a single customer or with
several customers, is treated as a single contract when the
group of contracts is negotiated as a single package, the contracts are closely interrelated and the contracts are performed
concurrently or in a continuous sequence. When a contract
covers a number of assets, the construction of each asset
is treated separately when separate proposals have been
submitted for each asset, each asset has been negotiated
separately and can be accepted or rejected by the customer
separately, and the costs and revenues of each asset can
be identified. Receivables from these contracts are classified
in the item ”trade and other receivables” in the statement of
financial position. Receivables from these contracts are calculated as the balance of the costs incurred and the profits
recognized, less any discounts and recognized losses on the
contract; if the balance for a contract is negative, this amount

is reported in liabilities. If the total actual and estimated expenses exceed revenues for a particular contract, the loss is
immediately recognized.
Revenue recognition at Deutsche Telekom is as follows:
Mobile Communications Business in the Operating
Segments Germany, United States, Europe, and
Southern and Eastern Europe
Revenue generated by the mobile communications business
of the operating segments Germany, United States, Europe,
and Southern and Eastern Europe includes revenues from
the provision of mobile services, customer activation fees,
and sales of mobile handsets and accessories. Mobile services revenues include monthly service charges, charges for
special features, call charges, and roaming charges billed to TMobile customers, as well as other mobile operators. Mobile
services revenue is recognized based upon minutes of use
or other agreed calling plans less credits and adjustments for
discounts. The revenue and related expenses associated with
the sale of mobile phones, wireless data devices, and accessories are recognized when the products are delivered and
accepted by the customer.
Fixed-Network Business in the Operating Segments
Germany and Southern and Eastern Europe
The fixed-network business in the operating segments Germany and Southern and Eastern Europe provides narrow and
broadband access to the fixed network as well as the Internet. Revenue generated from these types of access for the
use of voice and data communications is recognized upon
rendering of the service. The services rendered relate either
to use by customers (e.g., call minutes), availability over time
(e.g., monthly service charges) or other agreed calling plans.
Telecommunications equipment is also sold, leased, and serviced. Revenue and expenses associated with the sale of
telecommunications equipment and accessories are recognized when the products are delivered, provided there are
no unfulfilled company obligations that affect the customer’s
final acceptance of the arrangement. Revenue from rentals
and operating leases is recognized monthly as the entitlement to the fees accrues. Revenues from customer activation
fees are deferred over the average customer retention period. Revenues also result from charges for advertising and
e-commerce. Advertising revenues are recognized in the period that the advertisements are exhibited. Transaction revenues are recognized upon notification from the customer
that qualifying transactions have occurred and collection of
the resulting receivable is reasonably assured.
Systems Solutions Operating Segment
In the Systems Solutions operating segment, revenue is recognized when persuasive evidence of a sales arrangement
exists, products are delivered or services are rendered, the
sales price or fee is fixed or determinable and collectability is
reasonably assured.
Revenue from Computing & Desktop Services is recognized as the services are provided using a proportional performance model. Revenue is recognized ratably over the contractual service period for fixed-price contracts and on an output or consumption basis for all other service contracts. Revenue from service contracts billed on the basis of time and
material used is recognized at the contractual hourly rates as
labor hours are delivered and direct expenses are incurred.
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Revenue from hardware sales or sales-type leases is recognized when the product is shipped to the customer, provided
there are no unfulfilled company obligations that affect the
customer’s final acceptance of the arrangement. Any costs
of these obligations are recognized when the corresponding
revenue is recognized.
Revenue from rentals and leases is recognized on a
straight-line basis over the rental period.
Revenue from systems integration contracts requiring the
delivery of customized products is recognized by reference to
the stage of completion, as determined by the ratio of project
costs incurred to date to estimated total contract costs, with
estimates regularly revised during the life of the contract. For
contracts including milestones, revenues are recognized only
when the services for a given milestone are provided and
accepted by the customer, and the billable amounts are not
contingent upon providing remaining services.
Telecommunication services include network services and
hosting & ASP services. Contracts for network services, which
consist of the installation and operation of communication networks for customers, have an average duration of approximately three years. Customer activation fees and related
costs are deferred and amortized over the estimated average
period of customer retention. Revenues for voice and data
services are recognized under such contracts when used by
the customer. When an arrangement contains a lease, the
lease is accounted for separately in accordance with IFRIC
4 and IAS 17. Revenues from hosting & ASP services are
recognized as the services are provided.

Note 15. Net Revenue
Net revenue breaks down into the following revenue
categories:
(Millions of €)
Revenue from the rendering
of services
Revenue from the sale of
goods and merchandise
Revenue from the use of
entity assets by others

2009

2008

2007

61,017

58,449

59,125

3,442

3,036

3,174

143
64,602

181
61,666

217
62,516

The first-time full consolidation of the OTE was the primary
driver behind the rise in net revenue in the 2009 financial
year, contributing EUR 5.4 billion. Adjusted for the effects of
changes in the composition of the Group totaling EUR 5.5
billion and negative exchange rate effects (EUR 0.4 billion),
net revenue was below prior-year level.
While the Group’s revenue in the United States and Southern and Eastern Europe operating segments increased, revenue in the Germany, Europe and Systems Solutions operating segments declined.
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Revenue—Hotel Operations
3.56

Abu Dhabi National Hotels PJSC (Dec 2009)
CONSOLIDATED INCOME STATEMENT (in part)
Year ended 31 December 2009

Notes
9

Operating revenues
Cost of services
Gross profit

2009
AED ’000
1,803,469
(1,369,017)
434,452

2008
AED ’000
1,739,880
(1,186,673)
553,207

NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (in part)
Note 2.3 Summary of Significant Accounting Policies
(in part)
Revenue Recognition (in part)
Revenue is recognised to the extent that it is probable that the
economic benefits will flow to the Group and the revenue can
be reliably measured.
i. Operating revenue represents the sale of hotel rooms,
food and beverage, catering and other services, invoiced
to customers during the year and is stated net of allowances and rebates.

Note 9. Operating Segments (in part)
Geographic Information
The operations of the Group are mostly in the United Arab
Emirates and the rest of the Middle East. These are analysed
as follows:

2009
Revenue

United Arab
Emirates
AED ’000
1,415,993

Rest of the
Middle East
AED ’000
387,476

Total
AED ’000
1,803,469
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Segmental information about these businesses is presented
in the following pages:

Operating Segments Information
2009
Revenue

Hotels
AED ’000

Catering and
Contract Services
AED ’000

Transport
Services
AED ’000

Holding
Company
AED ’000

Total
AED ’000

812,484

751,189

239,796

—

1,803,469

Revenue—Sale of Gold, Hedging Contracts
3.57

Randgold Resources Ltd. (Dec 2009)
CONSOLIDATED STATEMENTS OF
COMPREHENSIVE INCOME (in part)
For the years ended December 31
US$000
Revenue
Gold sales on spot
Loss on hedging
contracts
Non-cash loss on roll
forward of hedges
Total revenue
Other income

Notes

13

Total income

2009

2008

2007

476,553

374,110

313,421

(43,773)

(35,538)

(23,580)

—
432,780
8,975

—
338,572
4,194

(7,036)
282,805
967

441,775

342,766

283,772

NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (in part)
Note 2. Significant Accounting Policies (in part)
Revenue Recognition: The company enters into contracts
for the sale of gold. Revenue arising from gold sales under
these contracts is recognized when the price is determinable,

US$000
Year Ended December 31, 2009
Profit and loss
Gold sales on spot
Loss on hedging contracts
Loss on hedging contracts
Total revenue

Group’s
40% Share
of Morila

Loulo

132,231
—
—
132,231

345,736
(43,773)
(43,773)
301,963

the product has been delivered in accordance with the terms
of the contract, the significant risks and rewards of ownership have been transferred to the customer and collection
of the sales price is reasonably assured. These criteria are
met when the gold leaves the mines’ smelt houses. As sales
from gold contracts are subject to customer survey adjustment, sales are initially recorded on a provisional basis using
the group’s best estimate of the contained metal. Subsequent
adjustments are recorded in revenue to take into account final
assay and weight certificates from the refinery, if different from
the initial certificates. The differences between the estimated
and actual contained gold have historically not been significant. Losses on matured hedges are included within revenue
as these pertain to losses incurred as gold hedges are settled and the actual price received (see accounting policy on
derivatives).

Note 20. Segment Information
Randgold has implemented IFRS 8 ‘Operating Segments’
with effect from January 1, 2009. Operating segments have
been identified on the basis of internal reports about components of the group that are regularly reviewed by the group’s
chief operating decision maker. The operating segments included in internal reports are determined on the basis of their
significance to the group. In particular, operating mines are
reported as separate segments and exploration projects that
have significant capitalized expenditure or other fixed assets
are also reported separately. Other parts of the group are included with corporate and exploration. The group’s chief operating decision maker is considered by management to be
the board of directors. An analysis of the group’s business
segments is set out below. Major customers are not identifiable because all gold is sold to an agent. Tongon was not
split out separately during the prior year, as the project was
in the construction phase and all expenditure was capital in
nature. In the prior year, capital expenditure related to Tongon amounted to US$22.7 million and was included in the
corporate and exploration column.

Tongon

Group’s
Share of
Kibali

Corporate
and
Exploration

Intercompany
Eliminations

Total

—
—
—
—

—
—
—
—

—
—
—
—

(1,414)
—
—
(1,414)

476,553
(43,773)
(43,773)
432,780
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Revenue—Rental, Sales of Development
Property
3.58

Homburg Invest, Inc. (Dec 2009)
CONSOLIDATED INCOME STATEMENT (in part)
Year Ended December 31
(CAD $ Thousands Except Per Share Amounts)
Property revenue
Sale of properties developed for resale
Total revenues
Property operating expenses
Cost of sale of properties developed for resale

Note
26

2009
$ 322,782
110,274
433,056

2008
$ 310,466
186,350
496,816

26

99,909
157,657
257,566

88,414
143,131
231,545

175,490

265,271

Gross income from operations

NOTES TO IFRS CONSOLIDATED FINANCIAL
STATEMENTS (in part)
Note 4. Summary of Significant Accounting Policies
(in part)
Revenue Recognition
Management has determined that all of the Company’s leases
with its various tenants are operating leases. Minimum rents
are recognized on a straight-line basis over the terms of the
related leases. The excess of rents recognized over amounts
contractually due is included with investment properties on
the Company’s consolidated balance sheet. The leases also
typically provide for tenant reimbursements of common area
maintenance, real estate taxes and other operating expenses,
which are recognized as property revenue in the period
earned.

Revenue on construction projects is recorded using the percentage of completion method and is included in sale of properties developed for resale in the consolidated income statement. Completion is measured based on the extent of work
completed in relation to the total project.
Revenue from the sale of properties developed for resale,
including condominium units, is recorded upon completion
when sale proceeds and costs can be reliably measured, collection of sale proceeds is reasonably assured, and all other
significant criteria respecting transfer of risks and rewards of
ownership are met which is generally based on an assessment of the terms of each significant construction contract.
Construction properties which have been sold but for which
these criteria have not been satisfied are included in construction properties being developed for resale in the consolidated
balance sheet. There were no such properties at December
31, 2009 or December 31, 2008.
The Company has concluded that it is acting as a principal,
as opposed to an agent, in all of its revenue arrangements.

Note 25. Rental Income Under Operating Leases
The Company’s operations include leasing commercial and
residential real estate. The following is a schedule of minimum
future rental income on non-cancelable operating leases having initial terms in excess of one year:

Future minimum rental
income

2010

2011

2012

2013

2014

Later

$252,840

$240,338

$226,742

$209,191

$191,077

$1,403,765

Note 26. Segmented Information (in part)

Year ended December 31, 2009
Property revenue
Operating expenses

IFRS ATT 3.58

Germany

Netherlands

Baltic States

Canada

USA

Total

$89,865
10,357
$79,508

$45,276
6,338
$38,938

$22,088
6,797
$15,291

$147,348
70,500
$ 76,848

$18,205
5,917
$12,288

$322,782
99,909
$222,873
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In addition to the above, the Canada segment derived revenue
from the sale of properties developed for resale of $110,274
(December 31, 2008–$186,350), less costs of development
of $157,657 (December 31, 2008–$143,131), which resulted
in gross income (loss) from operations of $(47,383) (December 31, 2008–income of $43,219). At December 31, 2009,
the Germany segment included one (December 31, 2008–
one) tenant that individually represented 19% (December 31,
2008–17%) of the Company’s consolidated property revenue
for the period. Property operating expenses include $252 relating to vacant properties (December 31, 2008–$55).
In addition to the Company’s geographical operating segments, the following information is also provided to the Board
of Directors on an aggregated basis by property classification
(Retail, Industrial, Office and Residential).

Year Ended December 31, 2009
Property revenue
Operating expenses

Retail

Industrial

Office

Residential

Total

$91,469
36,364
$55,105

$39,173
9,777
$29,396

$181,178
47,227
$133,951

$10,962
6,541
$ 4,421

$322,782
99,909
$222,873

Note 27. Interests in Joint Ventures (in part)
The Company owned a direct or indirect partial interest in the
following joint venture L.P.’s which were active at December
31, 2009:
Joint Venture
Homco Realty Fund (22) L.P.
Homco Realty Fund (49) L.P.
An 80% interest in the Cedar joint venture, which holds
a 100% interest in nine separate L.P.’s
Homburg SNS Property Finance L.P.
A 66.67% interest in three separate L.P.’s, held by Homburg SNS
Property Finance L.P
Homburg LP Management Inc., a company directly and indirectly controlled by the Chairman and CEO, acts as the general partner in all partially owned limited partnerships, except
the Cedar joint venture, in which the general partner is related
to the minority limited partner. These consolidated financial
statements reflect the aggregate amount of the Company’s
share of the assets, liabilities, revenue and expenses of the
above joint ventures in accordance with the principles of proportionate consolidation, as follows:

Location
Canada
Canada
USA

Property Type
Commercial
Residential
Commercial

% Owned
5.63%
5%
80.00%

Canada
Canada

None
Two parcels of land, and one residential
development property

50.00%
33.33%

Royalty Income and Dividend Income
3.59

Straumann Holding AG (Dec 2009)
CONSOLIDATED INCOME STATEMENT (in part)

Revenue
Property revenue
Sale of properties developed for resale

2009

2008

$14,787
3,630
$18,417

$15,478
2,199
$17,677

(In CHF 1,000)
Net revenue
Cost of goods sold
Gross profit
Other income

Notes
4

21

2009
736,361
(149,527)
586,834
2,365

2008
778,708
(147,205)
631,503
2,665
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NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (in part)
Note 2.4 Summary of Significant Accounting Policies
(in part)
Revenue Recognition
Revenue is recognized to the extent that it is probable that the
economic benefi ts will flow to the Group and the revenue can
be reliably measured. Revenue is measured at the fair value of
the remuneration received, excluding discounts, rebates, and
other sales taxes or duty. The following specific recognition
criteria must also be met before revenue is recognized:
Sale of Goods
Revenue from the sale of goods is recognized when the significant risks and rewards of ownership of the goods have
passed to the buyer, usually on delivery of the goods.
Revenue From Customer Training and Education
Revenue from customer training and education is recognized
once the related services are performed.
Interest Income
Revenue is recognized as interest accrued (using the effective
interest rate, which is the rate that exactly discounts estimated
future cash receipts through the expected life of the financial
instrument to the net carrying amount of the financial asset).

Royalty Income
Royalty income is recognized on an accrual basis in accordance with the substance of the relevant agreements.
Dividends
Revenue is recognized when the Group’s right to receive the
payment is established.
Rental Income
Rental income arising from operating leases on investment
properties is accounted for on a straight-line basis over the
lease terms.
LEASES (in part)
Group as a Lessor
Leases where the Group does not transfer substantially all
the risks and benefits of ownership of the asset are classified
as operating leases. Initial direct costs incurred in negotiating
an operating lease are added to the carrying amount of the
leased asset and recognized over the lease term on the same
bases as rental income.
When the Group enters in a manufacturer lessor transaction, the present value of the future lease payments is recognized as net revenue at the date of transaction. The difference between the cash consideration received and the
settlement of the receivable is recognized as finance income
over the term of the lease and is reflected within the financial
result.

Interest Income, Dividend Income, and
Banking Service Commissions
3.60

Credicorp Ltd (Dec 2009)
CONSOLIDATED STATEMENTS OF INCOME
(in part)
For the years ended December 31, 2009, 2008 and 2007

Interest and dividend income
Interest expense
Net interest and dividend income
Provision for loan losses, net of recoveries
Net interest and dividend income after provision for loan losses
Other income
Banking services commissions
Net gain on foreign exchange transactions
Net gain on sale of securities
Net gain on financial assets and liabilities designated at fair value through profit or loss
Other
Total other income

IFRS ATT 3.60

Note
20
20
6(d)

21
7
24

2009
US$(000)
1,312,925
(420,564)
892,361
(163,392)
728,969

2008
US$(000)
1,382,844
(561,617)
821,227
(48,760)
772,467

2007
US$(000)
1,065,339
(431,365)
633,974
(28,439)
605,535

436,819
87,944
120,932
42,792
32,144
720,631

394,247
108,709
51,936
—
37,672
592,564

324,761
61,778
46,376
65,088
24,934
522,937
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NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (in part)

Note 20. Interest and Dividend Income and Interest
Expenses

Note 3. Significant Accounting Policies (in part)

These items are made up as follows:

(d) Income and Expense Recognition from Banking
Activities (in part)
Interest income and expense for all interest-bearing financial instruments, including those related to financial instruments classified as held for trading or designated at fair value
through profit or loss, are recognized within “Interest and dividend income” and “Interest expense” in the consolidated income statement using the effective interest rate, which is the
rate that discounts estimated future cash payments or receipts through the expected life of the financial instrument
or a shorter period, where appropriate, to the net carrying
amount of the financial asset or financial liability.
Interest income is suspended when collection of loans become doubtful, i.e. when loans are overdue more than 90 days
or when the borrower or securities’ issuer defaults, if earlier than 90 days; such income is excluded from interest income until collected. Uncollected income on such loans is
provisioned. When Management determines that the debtor’s
financial condition has improved, the recording of interest
thereon is reestablished on an accrual basis.
Interest income includes coupons earned on fixed income
investment and trading securities and the accrued discount
and premium on financial instruments. Dividends are recognized as income when they are declared.
Fees and commission income are recognized on an accrual basis when earned. Contingent credit fees for loans that
are likely to be drawn down and other credit related fees are
deferred (together with any direct incremental costs) and recognized as an adjustment to the effective interest rate on the
loan.
All other revenues and expenses are recognized on an accrual basis.
(iii) Available-for-Sale Financial Investments: (in part)
Interest and dividends earned are recognized in the consolidated income statement in the caption “Interest and dividend
income”. Interest earned is reported as interest income using
the effective interest rate and dividends earned are recognized when collection rights are established.
(j) Leases (in part)
Finance Leases
Finance leases are recognized as granted loans at the present
value of the lease collections. The difference between the
gross receivable amount and the present value of the loan is
recognized as unearned interest. Lease income is recognized
over the term of the lease agreement using the effective interest method, which reflects a constant periodic rate of return.

Interest and dividend income
Interest on loans
Interest on investments
available-for-sale
Interest on due from banks
Dividends from investments
available-for-sale and
trading securities
Interest on trading securities
Other interest income
Total
Interest expenses
Interest on deposits and
obligations
Interest on bonds and
subordinated notes issued
Interest on due to banks and
correspondents and
borrowed funds
Loss from hedging derivatives
instruments
Other interest expenses
Total

2009
US$(000)

2008
US$(000)

2007
US$(000)

1,062,046

963,940

701,471

183,309
15,918

296,853
75,266

228,473
105,817

9,715
3,320
38,617
1,312,925

12,189
1,168
33,428
1,382,844

8,870
3,289
17,419
1,065,339

(226,875)

(360,238)

(295,750)

(66,993)

(51,756)

(33,592)

(51,654)

(104,818)

(83,070)

(10,593)
(64,449)
(420,564)

(502)
(44,303)
(561,617)

—
(18,953)
(431,365)

During 2009, 2008 and 2007, the interest income accrued on
impaired financial instrument recognized in the consolidated
income statement amounted to US$5.0, US$4.7 and US$3.5
million, respectively.

Note 21. Banking Services Commissions
This item is made up as follows:

Maintenance of accounts and
transfers and credit and
debit card services
Funds management
Collection services
Contingent credits
Commissions for banking
services
Brokerage and custody
services
Other
Total

2009
US$(000)

2008
US$(000)

2007
US$(000)

196,642
100,160
42,841
33,339

180,512
102,760
26,795
30,174

152,626
83,726
27,163
23,819

14,657

12,851

9,468

10,130
39,050
436,819

10,075
31,080
394,247

13,708
14,251
324,761
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Income—Emissions Rights
3.61

Veolia Environnement (Dec 2009)
CONSOLIDATED INCOME STATEMENT (in part)

(€ Million)
Revenue
o/w Revenue from operating financial assets
Cost of sales
Selling costs
General and administrative expenses
Other operating revenue and expenses
Operating income

Notes
18

Finance costs
Finance income
Other financial income and expenses
Income tax expense
Share of net income of associates
Net income from continuing operations

20
20
21
22
8 & 23

NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (in part)
Note 1. Accounting Principles and Pethods (in part)
1.25 Greenhouse Gas Emission Rights
Faced with increased greenhouse gas emissions into the atmosphere, the International Community introduced a regulatory system within the framework of the Kyoto protocol, aimed
at reducing such emissions. This system was finalized in 1997
and came into effect in February 2005 and seeks to achieve
a reduction in emission levels of at least 5% compared to
1990, over the commitment period 2008–2012 for industrialized countries. Emissions are capped through the allocation of emission rights (AAU: Assigned Amount Units) to each
country, which must be surrendered in 2014 based on actual
emissions during the period 2008–2012. Developing countries have no reduction objectives under the Kyoto protocol,
but emission credits (CER: Certified Emission Reduction) may
be presented to companies or States that contribute to investments enabling a reduction in greenhouse gas emissions in
these countries.
At the European level, the European Union decided to
implement, via directive 2003/87/EC of October 13, 2003,
an internal trading system for emission rights (EUA: EU Allowance). This system has been in effect since January 1,
2005. Draft directive 2004/101/EC established a link between
the Kyoto system and the European system, enabling the operators concerned to use CER, up to an agreed maximum, to
satisfy their surrender obligations in the place of EUA.
Directive 2009/29/EC of April 26, 2009 amended the ETS
directive and extended the allowance trading system beyond
the second period (2008–2012). It covers the period 2013–
2020 and provides for a progressive reduction in allowances
allocated and new allocation procedures.

IFRS ATT 3.61
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2009
34,551.0
394.4
(28,786.2)
(602.6)
(3,338.1)
196.0
2,020.1
(880.4)
96.1
(110.3)
(242.2)
1.4
884.7

Year Ended December 31
2008
35,764.8
397.9
(30,013.4)
(621.4)
(3,218.6)
49.4
1,960.8
(1,111.2)
202.2
(39.2)
(462.0)
19.4
570.0

2007
31,574.1
342.1
(25,710.4)(1)
(560.4)(1)
(2,905.8)(1)
63.6
2,461.1
(958.0)
151.1
2.3
(399.7)
17.1
1,273.9

In this context, the Group (primarily the Energy Services
Division) was allocated free of charge by the different States
of the European Union, a certain number of emission rights
(EUA) for an initial period 2005–2007 (EUA I) and then for
a second period 2008–2012 (EUA II). The actual emissions
position is determined each year and the corresponding rights
surrendered. The Group then purchases or sells emission
rights, depending on whether actual emissions are greater or
lesser than emission rights allocated.
In the absence of specific IFRS provisions, the Group has
adopted the “net liability approach,” which involves the recognition of a liability at the period-end if actual emissions exceed
allowances held, in accordance with IAS 37.
Allowances are managed as a production cost and, in this
respect, are recognized in inventories:
• at nil value, when they are received free of charge,
• at acquisition cost, if purchased for valuable consideration on the market.
Consumption of this inventory is recognized on a weightedaverage unit cost basis.
Transactions in these allowances performed on the forward
market are recorded at market value at the period-end. Fair
value gains and losses on financial instruments relating to
these forward transactions are recognized in other comprehensive income or net income depending on whether they
qualify as cash flow hedges in accordance with IAS 39.
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Note 37. Greenhouse Gas Emission Rights
The process governing the grant and valuation of these rights
is presented in Note 1.25, Greenhouse gas emission rights.
The position in 2009 is as follows:
Volume in Thousands of
Metric Tons
Total

As of
January 1, 2009
1,363

Entries Into the
Consolidation Scope
433

Similarly to 2008, the Group entered into new swaps of EUA II
and CER in order to benefit from market opportunities.
At the end of 2007 and during 2008, the Group entered
into allowance loan transactions (EUA II and CER) effective
in 2008 with surrender in 2012. The commission received on
allowance loans is recorded on receipt as deferred income
and recognized in the Income Statement on a straight-line
basis over the loan term.
Entries into the scope of consolidation concern Energy Services Division acquisitions in France.
Phase II rights granted free of charge for fiscal years 2010–
2012 are estimated at €515 million. Future allocations were
measured using the spot price as of December 31, 2009.

IAS 11, CONSTRUCTION CONTRACTS
IFRIC 15, AGREEMENTS FOR THE
CONSTRUCTION OF REAL ESTATE
IFRS Overview and Comparison
to U.S. GAAP
3.62 A construction contract is a contract specifically nego-

tiated for the construction of an asset or combination of assets
that are closely interrelated or interdependent in terms of their
design, technology, and function or their ultimate purpose or
use. IAS 11 establishes the accounting by contractors for
these contracts. In addition to contracts for the construction
of tangible assets, IAS 11 includes contracts for rendering
of services directly related to the construction of an asset,
destruction or restoration of an asset, or restoration of the
environment after destruction of the asset. International Financial Reporting Interpretations Committee (IFRIC) Interpretation15, Agreements for the Construction of Real Estate,
provides guidance for determining whether an agreement for
the construction of real estate is a construction contract within
the scope of IAS 11 or is a contract for the sale of goods within
the scope of IAS 18. IFRIC 15 was issued in July 2008 and
is effective for annual periods beginning on or after January
1, 2009. Earlier application is permitted.
3.63 IAS 11 includes the definitions of two types of con-

Granted
13,504

Purchased/Sold/
Cancelled
441

Consumed
(12,187)

As of
December 31, 2009
3,554

Recognition and Measurement
IFRSs
3.64 The requirements of IAS 11 generally apply separately

to each construction contract. However, the standard recognizes that contracts can be written so that there are separately
identifiable components covering the construction of multiple
assets. Multiple contracts can be so interrelated that they are,
in effect, part of a single project with an overall profit margin. Therefore, contractors should assess whether to segment
a particular contract into components or whether to combine
a group of contracts. If the criteria for combining or segmenting are met, the contracts should be combined or segmented,
as appropriate.
3.65 The guidance in IAS 11 states that contractors should

treat individual assets as separate contracts when the customer submitted separate proposals and separately negotiated
for each asset so the customer or contractor, or both, could
accept or reject the parts of the contract relating to each asset
and the contractor is able to identify each asset’s costs and
revenues. In contrast, contractors should combine contracts
when the customer and contractor negotiated a group of assets as a package and the contracts are so interrelated that
they, in substance, form one project with an overall profit
margin and the contractor will perform the contracts either
concurrently or in sequence.
3.66 IAS 11 also specifies that contractors should treat con-

struction of an additional asset as a separate contract when the
asset differs in design, technology, or function from other assets covered by the original contract or the price for the additional asset is negotiated independent of the original contract
price.
3.67 IAS 11 defines contract revenue as the sum of the fol-

lowing amounts:
• Initial amount of revenue agreed in the contract
• Variations in contract work, claims, and incentive payments to the extent that it is probable that these items
will result in revenue and can be measured reliably
Contractors should measure contract revenue at fair value of
the consideration received or receivable.

tracts: cost plus and fixed price. A cost-plus contract is one
in which the contractor is reimbursed for allowable or otherwise defined costs plus either a percentage of these costs or a
fixed fee. A fixed-price contract is one in which the contractor agrees to a fixed contract price or a fixed rate per unit of
output, which in some cases is subject to escalation clauses.
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3.68 IAS 11 defines contract costs as the sum of the follow-

ing amounts:
• Costs that relate directly to the specific contract
• Costs that are attributable to contract activity in general
and can be allocated to the specific contract
• Other costs specifically chargeable to the customer under the terms of the contract
In addition to providing guidance on cost that can or may be
attributable to the contract, IAS 11 does not permit an entity
to include general administration costs or research and development costs in contract costs, unless the contract specifies
reimbursement, selling costs, and depreciation of idle plant
and equipment not used on that contract.
3.69 When the outcome of the contract can be estimated re-

liably, the contractor should recognize contract revenue and
costs according to the percentage of completion method, with
reference to the stage of completion at the end of the reporting
period. When it is probable that total contract costs will exceed total contract revenues, contractors should immediately
recognize expected losses as an expense.
3.70 IAS 11 provides that costs directly related to securing

a contract and other precontract costs are included as part
of contract costs only when it is probable that the contract
will be obtained and the costs can be identified separately
and measured reliably. An entity should not capitalize costs
previously expensed.
3.71 For fixed-price contracts, IAS 11 states that the con-

U.S. GAAP
3.74 FASB ASC 605-35 also includes guidance that an en-

tity may use for combining contracts for revenue recognition
and loss determination. FASB ASC 605-35-25-5 states that
the presumption in combining contracts is that revenue and
profit are earned and should be reported uniformly over the
performance of the combined contracts. In addition to the criteria established under IFRSs for combining contracts, FASB
ASC 605-35-25-8 includes the following additional indicators that a group of contracts may be combined:
• Contracts are, in essence, an agreement to complete a
single project.
• Contracts are, in substance, an agreement with a single
customer.
3.75 Unlike IFRSs, FASB ASC 605-35-25-12 permits an

entity to segment a construction contract if all of the following
steps were taken and are documented and verifiable:
a. The contractor submitted bona fide proposals on the separate components of the project and the entire project.
b. The customer had the right to accept the proposals on
either basis.
c. The aggregate amount of the proposals on the separate
components approximated the amount of the proposal
on the entire project.
When these restrictive conditions are not met, contractors
may segment contracts only if seven other conditions, discussed in FASB ASC 605-35-25-13, are met.

tractor can estimate the contract outcome reliably when the
following criteria are met:
• The contractor can measure reliably the total contract
revenue, the costs to complete the contract, and the stage
of completion at the end of the reporting period;
• It is probable that future economic benefits will flow to
the contractor from the contract; and
• Attributable contract costs can be clearly identified and
measured reliably so that accrued costs can be compared
with prior estimates.

3.76 FASB ASC 605-35-25 includes significantly more

3.72 For cost-plus contracts, IAS 11 states that the contrac-

tor can estimate the contract outcome reliably when it is probable that future economic benefits will flow to the contractor
from the contract and attributable contract costs can be clearly
identified and measured reliably, regardless of whether they
are specifically reimbursable, so that accrued costs can be
compared with prior estimates. Because the percentage of
completion method is applied on a cumulative basis, changes
in the required estimates are accounted for prospectively as
a change in accounting estimate, in accordance with IAS 8.

605-35-25 include specific guidance on the costs that contractors should include in construction-in-progress accounts.
Although the accounting for costs incurred to secure a contract and other precontract costs is similar to IFRSs, FASB
ASC 605-35-25 provides more extensive guidance and, unlike IFRSs, allows for deferral of such costs until receipt of the
anticipated contract in certain circumstances. Paragraphs 42–
43 of FASB ASC 605-35-25 specify the accounting treatment
for back charges, requiring both adjustments to receivables
and payables for back charges from others.

3.73 When the contract outcome cannot be estimated re-

3.78 Like IFRSs, FASB ASC 605-35-25-45 requires an en-

liably, the contractor should recognize contract costs as an
expense in the period incurred and contract revenue only to
the extent that contract costs were incurred and cost recovery
is probable.
Author’s Note
The method used when the contract outcome cannot be
measured reliably is commonly referred to as either the
cost-recovery-first or zero-profit method, although IAS
11 does not use these terms.

IFRS ATT 3.68

guidance than IAS 11 for determining total contract revenue
and contract costs. With respect to revenues, paragraphs 16–
31 of FASB ASC 605-35-25 include specific requirements
for determining the basic contract price for cost-type (costplus) and fixed-price contracts, for incorporating customerfurnished materials, priced and unpriced change orders, contract options and additions, and for claims.
3.77 With respect to costs, paragraphs 32–44 of FASB ASC

tity to recognize a loss immediately when contract costs exceed contract revenues. However, unlike IFRSs, paragraphs
45–50 of FASB ASC 605-35-25 provide considerable guidance on how contractors should estimate the loss.
3.79 FASB ASC 605-35 also states that normally, contrac-

tors would use the percentage of completion method to recognize revenues and related costs. Paragraphs 55–61 of FASB
ASC 605-35-25 describe the circumstances under which use
of the percentage of completion method would be appropriate. Unlike IFRSs, guidance on how an entity should apply
this method and allowed alternatives is extensive.
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3.80 FASB ASC 605-35-25-90 identifies two circumstances

when the completed contract method is more appropriate than
the percentage of completion method. Contractors may use
the completed contract method as their accounting policy either when their financial position and operating results would
not be materially different from that which would result from
using the percentage of completion method or inherent hazards and undependable estimates would make the necessary
forecasts required by the percentage of completion method
unreliable. For example, a contractor with primarily shortterm contracts could use the completed contract method. In
contrast, IFRSs do not permit contractors to use the completed contract method in any circumstances.

Presentation
IFRSs
3.81 IFRSs contain limited presentation guidance for con-

tract revenues, expenses, or the related assets and liabilities.
Although not required to present these as separate line items
on the balance sheet, an entity should present the following
amounts:
• Gross amount due from customers for contract work as
an asset, and
• Gross amount due to customers for contract work as a
liability.
The gross amount due from customers for contract work is
the net amount of costs incurred plus recognized profits (less
the sum of recognized losses and progress billings) for all
contracts in progress for which costs incurred plus recognized
profits (less recognized losses) exceed progress billings.
The gross amount due to customers for contract work is
the net amount of costs incurred plus recognized profits (less
the sum of recognized losses and progress billings) for all
contracts in progress for which progress billings exceed costs
incurred plus recognized profits (less recognized losses).

319

tity should describe the liability as billings on uncompleted
contracts in excess of related costs.

Disclosure
IFRSs
3.84 Contractors should disclose the amount of revenue rec-

ognized during the period and the methods used to determine
the contract revenue and stage of completion. For contracts in
progress, contractors should disclose the aggregate amount of
costs incurred and recognized net profits, amount of advances
received, and amount of retentions. They should also disclose
any contingencies in accordance with IAS 37, Provisions,
Contingent Liabilities and Contingent Assets (for example,
warranty costs, claims, penalties, and possible losses).
U.S. GAAP
3.85 FASB ASC 605-35-50 requires fewer disclosures than

IFRSs. According to FASB ASC 605-35-50-1, contractors
should disclose their accounting policy (for example, percentage of completion or completed contract). In addition,
if a contractor departs from the percentage-of-completion
method for a single contract or a group of contracts for which
reasonably dependable estimates cannot be made or for which
inherent hazards make estimates doubtful, it should disclose
that fact and the reason. Similarly, if an entity departs from
the completed-contract method, it should disclose and explain
that departure.

U.S. GAAP
3.82 Like IFRSs, FASB ASC 605-35 contains limited pre-

sentation guidance for contract revenues and expenses, and
related assets and liabilities. FASB ASC 605-35-45-3 states
that, when an entity applies the percentage-of-completion
method, current assets may include costs and recognized
income not yet billed, with respect to certain contracts.
Liabilities—in most cases, current liabilities—may include
billings in excess of costs and recognized income, with respect to other contracts.
3.83 FASB ASC 605-35-45-4 explains that when the

completed-contract method is used, an excess of accumulated costs over related billings should be shown in the balance sheet as a current asset, and an excess of accumulated
billings over related costs should be shown among the liabilities, in most cases as a current liability. Similar to IFRSs, if
costs exceed billings on some contracts and billings exceed
costs on others, the contracts should ordinarily be segregated
so that the amounts shown as assets include only those contracts on which costs exceed billings and those shown as
liabilities include only those on which billings exceed costs.
FASC 605-35-45-5 recommends that an entity describe the
asset as costs of uncompleted contracts in excess of related
billings, rather than as inventory or work in process. The en-
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Presentation and Disclosure
Excerpts—Continuing Application
Construction Contracts
3.86

Veolia Environnement (Dec 2009)
Author’s Note
Veolia Environnement determined that some of its contracts should be accounted for as leases in accordance
with IFRIC 4, Determining Whether an Arrangement
Contains a Lease. Excerpts related to such contracts
are provided in this Section under IAS 17, Leases.
CONSOLIDATED INCOME STATEMENT (in part)
Year Ended December 31
(€ Million)
Revenue
o/w Revenue from operating financial assets
Cost of sales
Selling costs
General and administrative expenses
Other operating revenue and expenses
Operating income

NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (in part)
Note 1. Accounting Principles and Methods
1.18 Revenue (in part)
Revenue represents sales of goods and services measured
at the fair value of the counterparty received or receivable.
Revenue from the sale of goods or services is recognized
when the following conditions are satisfied:
• the amount of revenue can be measured reliably;
• the significant risks and rewards of ownership of the
goods have been transferred to the buyer;
• the recovery of the counterparty is considered probable;
• the costs incurred or to be incurred in respect of the
transaction can be measured reliably.
1.18.3 Construction Contracts (Excluding Service
Concession Arrangements)
Construction contracts primarily concern the design and construction of the infrastructures necessary for water treatment/distribution and wastewater treatment activities.
The related revenue is recognized in accordance with
IAS 11, Construction Contracts (see Note 1.23).
1.18.4 IFRIC 4 Contracts
Contracts falling within the scope of IFRIC 4, Determining
Whether an Arrangement Contains a Lease (see Note 1.21),
involve services generally rendered to industrial/private customers. All service components to which the parties have
agreed are detailed in contracts such as BOT (Build Operate Transfer) contracts.

IFRS ATT 3.86

Notes
18

19

2009
34,551.0
394.4
(28,786.2)
(602.6)
(3,338.1)
196.0
2,020.1

2008(2)
35,764.8
397.9
(30,013.4)
(621.4)
(3,218.6)
49.4
1,960.8

2007(2)
31,574.1
342.1
(25,710.4)(1)
(560.4)(1)
(2,905.8)(1)
63.6
2,461.1

Services include the financing of the construction of a specific asset/installation on behalf of the customer and the operation of the asset concerned.
Revenue relating to the construction of the asset is recognized in accordance with the provisions of IAS 11 and the
asset is recorded in operating financial assets. Revenue is
recognized on a completion basis at each period end, based
on actual and expected costs.
The financing of construction work involves finance costs
that are invoiced to the customer and recognized in Revenue,
under Revenue from operating financial assets. This interest
is recognized in Revenue from the start of construction work
and represents remuneration received by the builder/lender.
Revenue relating to the operation of the asset is recognized on delivery of the goods or performance of the service
depending on the operating activity.
1.23 Construction Contracts
Veolia Environnement recognizes income and expenses associated with construction contracts in accordance with the
percentage of completion method defined in IAS 11.
These contracts are entered into with local authorities or
private partners for the construction of infrastructures. They
are generally fixed-price contracts as defined by IAS 11.
Revenue generated by construction services rendered by
the Group is measured at the fair value of the consideration
received or receivable, where total income and expenses associated with the construction contract and the stage of completion can be determined reliably.
The percentage of completion is determined by comparing
costs incurred at the period-end with total estimated costs under the contract. Costs incurred are recognized as production
cost and do not include either administrative or selling costs.
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The amount of costs incurred, plus profits and less losses
recognized (particularly in provisions for losses to completion) and intermediary billings is determined on an individual
contract basis. Where positive, this amount is recognized in
assets in “amounts due from customers for construction contract work.” Where negative, it is recognized in liabilities in
“amounts due to customers for construction contract work.”

Where total contract costs exceed total contract revenue,
the expected loss is recognized as an expense immediately
via a provision for losses to completion, irrespective of the
stage of completion and based on a best estimate of forecast results including, where appropriate, rights to additional
income or compensation, where they are probable and can
be determined reliably. Provisions for losses to completion
are recorded as liabilities in the Consolidated Statement of
Financial Position.
Partial payments received under construction contracts before the corresponding work has been performed, are recognized in liabilities in the Consolidated Statement of Financial
Position under advances and down-payments received.

Note 3. Significant Events (in part)
As was the case in the second half of 2008, 2009 was marked
by the financial crisis and its economic repercussions, and
specifically:
• the slowdown in activity, affecting volumes in the Environmental Services business lines, and, to a lesser extent, new orders in construction business in the Water
and Energy Services Divisions;

Note 13. Working Capital (in part)
Movements in operating receivables during 2009 are as
follows:

Operating
Receivables
(€ Million)
Other
receivables(3)
(3)

As of
Dec. 31, 2008

Changes
in
Business

663.4

89.0

Impairment
Losses (1)

Reversal of
Impairment
Losses

Changes in
Consolidation
Scope

Foreign
Exchange
Translation

Reclassification in
Assets/Liabilities
Classified as Held
for Sale

Other

As of
Dec. 31, 2009

—

(1.7)

8.1

(28.4)

0.9

731.3

—

Receivables recognized on a percentage completion basis in respect of construction activities and prepayments.

Note 16. Non-Current and Current Provisions (in part)
Movements in non-current provisions during 2009 are as
follows:

(€ Million)
Provisions for
work-in-progress
& losses to
completion on LT
contracts

As of
Dec. 31, 2008

226.6

Repayment/
Utilization
Addition/ During the
Charge
Year

33.9

(10.0)

Actuarial Unwinding
Changes in
Foreign
NonGains
of Consolidation Exchange Current/Current
Reversal (Losses) Discount
Scope Translation Reclassification

(1.7)

—

10.6

0.8

0.9

(41.0)

Other

As of
Dec. 31, 2009

(4.9)

215.2

Movements in current provisions during 2009 are as follows:

(€ Million)
Provisions for
work-in-progress &
losses to completion
on LT contracts

As of
Dec. 31, 2008

Charge

Utilization

158.8

85.2

(94.8)

Reversal

Changes in
Consolidation
Scope

Foreign
Exchange
Translation

NonCurrent/Current
Reclassification

Other

As of
Dec. 31, 2009

(10.1)

1.3

2.7

41.0

(35.7)

148.4
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Movements in current and non-current provisions break down
as follows:
Work-in-Progress and Losses to Completion on
Long-Term Contracts
As of December 31, 2009, these provisions mainly concerned
the Water Division (primarily engineering and construction activities) in the amount of €113.7 million, the Transportation
Division in the amount of €142 million and the Environmental
Services Division in the amount of €100.7 million.
These provisions also include warranty and customer care
provisions in the engineering and construction businesses.

Note 18. Revenue
Pursuant to IFRS 5, Non-Current Assets Held for Sale and
Discontinued Operations, the results of operations of:
• Clemessy and Crystal entities, in the Energy Services
Division, sold in December 2008,
• waste-to-energy activity entities in the United States
(Montenay International) in the Environmental Services
Division and Freight activity entities (primarily in France,
Germany and the Netherlands) in the Transportation Division, sold during the second half of 2009 and,
• activities in the United Kingdom in the Transportation
Division and renewable energy activities in the process
of being sold, were grouped together in a single line,
“Net income from discontinued operations,” for fiscal
year 2009 and fiscal years 2008 and 2007 presented
for comparison purposes.
Breakdown of Revenue (See Note 1.18)

(€ Million)
Services rendered
Sales of goods
Revenue from operating financial assets
Construction
Revenue

Year Ended
December 31, 2009
27,998.2
1,756.5
394.4
4,401.9
34,551.0

Year Ended
December 31, 2008
29,033.4
1,711.9
398.0
4,621.5
35,764.8

Year Ended
December 31, 2007
26,284.1
1,435.4
342.1
3,512.5
31,574.1

As of
December 31, 2009
358.7
292.4
66.3

As of
December 31, 2008
495.6
332.2
163.4

As of
December 31, 2007
593.8
232.0
361.8

5,413.7
5,347.4
66.3
36.8

4,404.8
4,241.4
163.4
355.8

4,068.7
3,706.9
361.8
41.2

Sales of goods mainly concern sales of technological solutions in the Water Division and sales of products relating to
recycling activities in the Environmental Services Division.

Note 32. Construction Contracts
As described in Note 1.23, Veolia recognizes its construction contracts under the percentage of completion method.
At each period-end, a statement per contract compares the
amount of costs incurred, plus profits (including any provisions
for losses to completion) with the intermediary billings: “Construction contracts in progress/Assets” is therefore a contract
for which the costs incurred and profits recognized exceed the
billing issued.
(€ Million)
Construction contracts in progress/assets (A)
Construction contracts in progress/liabilities (B)
Construction contracts in progress/net (A)–(B)
Costs incurred plus income and losses recognized to date (C)
Amounts billed (D)
Construction contracts in progress/net (C)–(D)
Customer advances

Note 36. Off-Balance Sheet Commitments (in part)
Other Commitments Given (in part)
Engineering and Construction Activities
Total commitments given in respect of construction activities
in the Water Division (Veolia Water Solutions & Technologies) amount to €2,823.6 million as of December 31, 2009,
compared to €2,969.8 million as of December 31, 2008 and
€1,630.4 million as of December 31, 2007.

IFRS ATT 3.86

Total commitments received (see below) in respect of these
same activities amount to €757.2 million as of December 31,
2009, compared to €856.9 million as of December 31, 2008
and €866.2 million as of December 31, 2007.
Commitments given and received in respect of the five
principal contracts account for approximately 80% of total
commitments.
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3.90

IAS 2, INVENTORIES

An entity should recognize the carrying amount of
inventories sold as an expense in the same period as the related
revenue is recognized.

3.91
TABLE 3-3: INVENTORY COST DETERMINATION
First-in first-out (FIFO).................................................................
(Weighted) Average Cost...........................................................
Specific Identification..................................................................
Fair value less cost to sell (broker-dealer exemption)................
Other...........................................................................................
No valuation method disclosed..................................................
No inventory or not-material.......................................................
Total........................................................................................

2009
51
78
9
4
4
16
27
189

Less: Companies disclosing at least two valuation methods....
Companies disclosing at least three valuation
methods.........................................................................

(27)

Total Companies in Sample....................................................

160

(2)

An entity should not carry inventories on the balance
sheet at amounts exceeding those it expects to realize from
sale or use. When there are indicators that the cost is not
recoverable, such as damage or decline in selling price, an
entity should write down inventories to net realizable value.
An entity normally should write down inventories on an itemby-item basis. However, IAS 2 recognizes that when an entity
tests its inventory for impairment, there may be circumstances
when it is more appropriate to group similar or related items
(for example, items in the same product line that cannot be
evaluated separately).

3.92

Net realizable value is the estimated selling price in
the ordinary course of business less the sum of estimated
costs to complete and costs necessary to make the sale. An
entity should recognize a write-down of inventory in profit
or loss in the period recognized. IAS 2 permits reversals of
inventory write-downs.
U.S. GAAP

3.93

IFRS Overview and Comparison
to U.S. GAAP
3.87

IAS 2, Inventories, establishes the requirements for
recognition and measurement of cost of sales, write-downs,
and reversals of writedowns of inventory. IAS 1 establishes
the requirements for presentation of this information in the
statement of comprehensive income and note disclosures.
Author’s Note

Relative to IFRSs, FASB ASC 330, Inventory, establishes a more complex process for determining the circumstances for, and the amount by, which an entity should record
inventory write-downs and provides considerably more guidance for applying this process. FASB ASC 330-10-35-1 requires an entity to value inventories at the lower of cost or
market, in contrast to the IAS 2 requirement to value inventories at the lower of cost or net realizable value. Market, as
defined in the FASB ASC master glossary, is generally considered to be replacement cost not to exceed net realizable
value (the ceiling) and not to be less than net realizable value
less a normal profit margin (the floor). The FASB ASC master
glossary defines net realizable value similarly to IFRSs.

3.94

IFRSs

FASB ASC 330-10 explains that the lower of cost or
market rule applies to all inventory cost flow assumptions (for
example, FIFO, weighted average cost, and LIFO). However,
FASB ASC 330-10-35 explains that the concept of “market”
is intended as a guide not a literal rule. FASB ASC 330-10-357 discusses application of this concept in the context of the
retail inventory method. Because the retail method already
incorporates the concept of lower of cost or market when
adequate markdowns are taken, FASB ASC 330-10-35-7 explains that an entity is not required to make additional adjustments since the inventory method applied already meets the
objectives of the lower of cost or market rule. IFRSs do not
discuss the retail method in the same detail as FASB ASC
330-10 but permit use of either the standard cost or retail
inventor method if the result approximates cost.

3.89

3.95

See paragraphs 2.32–2.41 in section 2 for coverage of
accounting for inventories under IFRSs. The discussion
that follows focuses only on the expenses and losses
addressed in IAS 2 that are recognized in the statement
of comprehensive income.
3.88 IAS 2 applies to all inventories except work in process

arising under construction contracts, financial instruments,
biological assets related to agricultural activity, and agricultural produce at the point of harvest.

Recognition and Measurement

An entity should use one of the following cost flow
assumptions to assign costs to inventories and cost of sales:
• Specific identification for inventory items that are not
interchangeable or segregated and produced for specific
projects
• First in, first out (FIFO)
• Weighted average cost
IAS 2 requires an entity to apply the same cost flow assumption to inventories of similar nature and use. IAS 2 prohibits
the use of the last in, first out (LIFO) cost flow assumption.

Both paragraphs 8–10 of FASB ASC 330-10-35 and
IFRSs provide guidance on testing inventory for impairments.
Both conclude that an entity should generally test individual
items but recognize that there may be circumstances when
performing the test on groups of items is more appropriate.

3.96

Unlike IFRSs, FASB ASC 330-10 does not permit
reversals of inventory write-downs, with the rationale that
inventory written down acquires a new cost basis and recovery of the original cost is only permitted on sale or disposal. However, as noted in paragraphs 15–16 of FASB ASC
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330-10-35, in exceptional circumstances, certain inventories
(for example, precious metals with a fixed monetary value and
no substantial marketing costs) may be stated above cost.

Presentation
IFRSs
3.97 IAS 1 does not require an entity to present cost of sales

or cost of inventory as a separate line item on the statement
of comprehensive income. IAS 1 does require an entity to
provide an analysis of expenses either on the face of the
income statement or in the notes. An entity may choose from
two formats for this analysis: by function or by nature. The by
function format is often referred to as the cost of sales format.
Unless an entity uses the by function format, an entity should
disclose cost of sales in the notes.
U.S. GAAP
3.98

The FASB ASC master glossary defines comprehensive income as the change in equity (net assets) of a business
entity during the period from transactions and other events
and circumstances from nonowner sources. Comprehensive
income includes all changes in equity during a period, except
those resulting from investments by owners and distributions
to owners. FASB ASC 220-10-45-1 requires an entity to recognize all items that meet the definition of components of
comprehensive income to be reported in a financial statement in the period they are recognized.

3.99

Rule 5-03 of Regulation S-X states that an entity
should disclose cost of sales or cost of revenues as a separate
line item on the income statement. However, unlike IFRSs,
neither the FASB ASC nor SEC rules require a particular
presentation format for this disclosure.

3.103 When an entity uses the LIFO method, in accordance

with topic 11(F), “LIFO Liquidations,” of SEC Codification
of Staff Accounting Bulletins, SEC registrants should provide
additional disclosures, including the effect of any LIFO liquidations on net income.
3.104

Unlike IFRSs, when entities recognize inventory
write-downs, FASB ASC 330-10-50-2 only requires disclosure of the amount of any substantial and unusual writedowns.

Presentation and Disclosure
Excerpts—Continuing Application
Analysis of Expenses by Function (Cost
of Sales)—First-In, First-Out Cost Flow
Assumption, Write-Down of Inventory
3.105

Novartis AG (Dec 2009)
CONSOLIDATED INCOME STATEMENTS (in part)
(For the years ended December 31, 2009, 2008 and 2007)
$ Millions
Net sales from
continuing operations
Other revenues
Cost of goods sold
Gross profit from
continuing operations

Note

2009

2008

2007

3

44,267
836
(12,179)

41,459
1,125
(11,439)

38,072
875
(11,032)

32,924

31,145

27,915

3.100 Unlike IFRSs, paragraphs 2 and 5 of FASB ASC 330-

10-50 respectively require an entity to present substantial
and unusual write-downs and net losses on firm purchase
commitments separately from cost of goods sold.

NOTES TO THE NOVARTIS GROUP
CONSOLIDATED FINANCIAL STATEMENTS (in part)

Disclosure

Note 1. Accounting Policies (in part)
Inventories

IFRSs
3.101

IAS 2 requires an entity to disclose the accounting
policies adopted to measure inventories, the cost flow assumptions (formula) used (for example, FIFO), the amount
of inventories recognized as an expense during the period, and
the amounts of any writedowns or reversals of writedowns
recognized in profit or loss. An entity should also discuss the
circumstances or events that led to the reversal of a writedown
of inventories.
U.S. GAAP

3.102 FASB ASC 330-10-50-1 requires an entity reporting

under U.S. GAAP to disclose whether inventories are stated
at the lower of cost or market or another basis and the relevant
cost flow assumption (for example, LIFO).

IFRS ATT 3.97

Purchased products are valued at acquisition cost while ownmanufactured products are valued at manufacturing cost including related production expenses. In the balance sheet,
inventory is valued at historical cost determined on a first-in
first-out basis, and this value is used for the Cost of Goods
Sold in the income statement. Provisions are made for inventories with a lower market value or which are slow-moving.
If it becomes apparent that such inventory can be reused,
provisions are reversed with inventory being revalued up to
the lower of its estimated market value or original cost. Inventory produced ahead of regulatory approval is provided
for with the provision being released on obtaining approval.
Unsaleable inventory is fully written off.
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Note 14. Inventories
$ Millions
Raw material, consumables
Finished products
Total inventories

2009
953
4,877
5,830

2008
979
4,813
5,792

The following summarizes movements in inventory writedowns deducted from inventory categories. Reversals of inventory provisions mainly result from the reassessment of
inventory values manufactured prior to regulatory approval
but for which approval was subsequently received:
$ Millions
January 1
Provisions on inventory related
to discontinued operations
Inventory write-downs charged
to income statement
Utilization of inventory provisions
Reversal of inventory provisions
Additions due to acquisitions
Currency translation effects
December 31

2009
(637)

2008
(680)

2007
(491)
17

(506)
298
230
(3)
(35)
(653)

(738)
301
444

(940)
381
404

36
(637)

(51)
(680)

The cost of finished products and work in progress comprises raw materials, other production materials, direct labor,
other direct cost and an allocation of fixed and variable overhead based on normal operating capacity. Net realizable value
is the estimated selling price in the ordinary course of business, less the cost for bringing inventories to sales conditions
and selling costs.

Note 17. Inventories

Prepayments
Raw material and consumables
Work in progress
Finished goods
Goods purchased for resale

2009
102.6
918.6
106.2
339.2
21.5
1,488.1

2008
195.4
1,275.9
113.4
403.7
29.7
2,018.1

The cost of inventories recognized as an expense in 2009
included in cost of sales amounted to R$7,731.9 (R$7,217.7
in 2008).
Impairment losses on inventories recognized in 2009
amounted to R$40.9 (R$18.6 in 2008).

Analysis of Expenses by Function (Cost of
Sales)—Average Cost, Write-Down of
Inventory
3.106

American Beverage Company—Ambev (Dec 2009)
CONSOLIDATED INCOME STATEMENTS (in part)
Years ended December 31, 2009, 2008 and 2007
(Expressed in Millions of
Brazilian Reais)
Net sales
Cost of sales
Gross profit

Note

2009
23,194.0
(7,731.9)
15,462.1

2008
20,713.2
(7,217.7)
13,495.5

2007
19,579.5
(6,599.2)
12,980.4

NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (in part)
Note 3. Summary of Significant Accounting Policies
(in part)
(j) Inventories
Inventories are valued at the lower of cost and net realizable
value. Cost includes expenditure incurred in acquiring the inventories and bringing them to their existing location and condition. The weighted average method is used in assigning the
cost of inventories.
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Analysis of Expenses by Function (Cost
of Sales)—Multiple Cost Flow Assumptions,
Allowance for Write Down to Net
Realizable Value
3.107

Nestle SA (Dec 2009)
CONSOLIDATED INCOME STATEMENT (in part)
For the year ended 31 December 2009
2009
In Millions of CHF
Sales
Cost of goods sold
Distribution expenses
Marketing and administration expenses
Research and development costs
EBIT Earnings Before Interest, Taxes,
restructuring and impairments

Notes
3

3

Continuing
Operations
100,579
(43,467)
(8,237)
(34,296)
(1,357)
13,222

Discontinued
Operations(a)
7,039
(1,741)
(183)
(1,974)
(664)
2,477

2008
Total
107,618
(45,208)
(8,420)
(36,270)
(2,021)

Continuing
Operations
103,086
(45,756)
(8,895)
(33,836)
(1,359)

15,699

13,240

Discontinued
Operations(a)
6,822
(1,583)
(189)
(1,996)
(618)

NOTES (in part)

Note 12. Inventories

Note 1. Accounting Policies (in part)

In Millions of CHF
Raw materials, work in progress and sundry supplies
Finished goods
Allowance for write-down at net realisable value

Accounting Convention and Accounting Standards
(in part)
Valuation Methods, Presentation and Definitions (in part)

2,436

2009
3,175
4,741
(182)
7,734

Total
109,908
(47,339)
(9,084)
(35,832)
(1,977)
15,676

2008
3,708
5,901
(267)
9,342

Expenses
Cost of goods sold is determined on the basis of the cost
of production or of purchase, adjusted for the variation of inventories. All other expenses, including those in respect of
advertising and promotions, are recognised when the Group
receives the risks and rewards of ownership of the goods or
when it receives the services.
Inventories
Raw materials and purchased finished goods are valued at
purchase cost. Work in progress and manufactured finished
goods are valued at production cost. Production cost includes
direct production costs and an appropriate proportion of production overheads and factory depreciation.
Raw material inventories and purchased finished goods are
accounted for using the FIFO (first in, first out) method. The
weighted average cost method is used for other inventories.
An allowance is established when the net realisable value
of any inventory item is lower than the value calculated above.

IFRS ATT 3.107
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Analysis of Expenses by Nature—Multiple
Cost Flow Assumptions, Write-Down and
Reversal of Write-Downs of Inventory
Author’s Note
When expenses are shown by nature, the statement of
comprehensive income does not present a line item
called “cost of sales” or “cost of goods sold.” In these
circumstances, a note disclosure shows the amount of
inventory costs recognized as an expense.
3.108

Pargesa Holding AG (Dec 2009)

bringing the inventories to their present location and condition. When the production rate is less than normal capacity,
the fixed costs that can be included specifically exclude the
proportion corresponding to the underactivity. The net realizable value is the estimated selling price in the ordinary course
of business, less the estimated costs necessary to make the
sale. The methods used in the Group are FIFO (First-In, FirstOut) and weighted average cost per unit. When the production
cost cannot be recovered, it is brought down to the net realizable value according to the conditions in existence on the
balance sheet date. The write-down of inventories in order to
reduce them to their net realizable value is recognised as an
expense in the period during which the impairment or loss
occurs.

Note 15. Inventories
CONSOLIDATED INCOME STATEMENT (in part)

Revenue
Other operating income
Changes in inventory
Raw materials, goods intended
for resale and consumables
Staff costs
Amortisation of intangible and
tangible assets
Other operating expenses
Other operating income and
expenses
Operating profit

Note
2

6,19
11,13
4

2009
CHF
Million
4,189.5
69.9
(153.1)

2008
CHF
Million
5,475.2
94.3
91.1

(1,396.7)
(965.2)

(2,104.7)
(1,096.3)

(265.9)
(1,286.3)

(298.6)
(1,672.0)

608.9
801.1

(2,311.8)
(1,822.8)

NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (in part)
Note 1. Accounting Policies (in part)
PARGESA HOLDING SA (“the Company”), 11, Grand-Rue,
1204 Geneva, Switzerland, is registered in the Commercial
Register of the Canton of Geneva. Its main purpose is the
purchase, sale, administration and management, in Switzerland and abroad, of investments of a financial, commercial
and industrial nature.
The consolidated annual accounts of the Company for the
accounting periods ending 31 December 2009 and 31 December 2008 bring together the Company and its controlled
subsidiaries (collectively described as “the Group”) and the
Group’s interests in associated undertakings. The Board of
Directors authorized the publication of the consolidated accounts on 2 March 2010.
Pargesa Holding is majority owned by Parjointco, a Dutch
corporation. The ultimate shareholders are the Frère group
(Mr Albert Frère) in Belgium and the Power group (Mr Paul
Desmarais) in Canada.

CHF Million
Raw materials, consumables and spare parts
Work in progress
Finished goods and products
Total before write-down

2009
262.9
74.2
350.3
687.4

2008
351.4
96.1
494.5
942.0

Write-down of inventories
Raw materials, consumables and spare parts
Work in progress
Finished goods and products
Total write-down of inventories

(27.6)
(1.0)
(24.0)
(52.6)

(20.7)
(0.2)
(20.4)
(41.3)

Reversal of write-down of inventories
Raw materials, consumables and spare parts
Work in progress
Finished goods and products
Total reversal of write-down of inventories
Net total

11.8
0.7
6.3
18.8
653.6

3.2
—
8.2
11.4
912.1

2009

2008

(94.3)
(94.3)

66.9
66.9

CHF Million
Inventories Expensed During the Year
Charge at Imerys
Total

Inventories
Inventories are capitalised on the date on which the risks,
benefits and control are transferred to the Group. Inventories
are measured at the lower of acquisition cost or net realizable
value. The production cost of inventories includes the cost
of materials, salary costs and the other expenses incurred in
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DEPRECIATION AND AMORTIZATION

• Investment property (measured under the cost model)
• Assets held under a finance (capital) lease (those previ-

ously listed)
Author’s Note

Author’s Note

The commentary that follows addresses depreciation
and amortization of assets covered by the following
IFRSs:
• IAS 17, Leases
• IAS 16, Property, Plant and Equipment
• IAS 38, Intangible Assets
• IAS 40, Investment Property

Section 2 provides the general recognition and
measurement requirements applicable to these asset
classes.

Recognition and Measurement
IFRSs
3.110

TABLE 3-4: DEPRECIATION AND AMORTIZATION
METHODS
2009
Property, Plant and Equipment
Investment Properties held at Cost
Straight line.....................................................................................
Declining balance...........................................................................
Units of production.........................................................................
Other (e.g., proportion of proven reserves)....................................
No property, plant and equipment or depreciation method
disclosed.....................................................................................
Total...............................................................................................

148
3
16
8
5
180

Less: Companies disclosing at least two depreciation methods...
Companies disclosing at least three depreciation
methods.............................................................................

(18)

Total Companies..........................................................................

160

Intangible Assets With Finite Life
Straight line.....................................................................................
Units of production.........................................................................
Other (e.g., pattern of consumption)...............................................
No finite-life intangible assets or amortization method disclosed.
Total...............................................................................................

118
18
29
26
181

Less: Companies disclosing at least one amortization methods..
Companies disclosing at least three amortization methods

(19)
(2)

Total Companies..........................................................................

160

(2)

IAS 16 requires an entity to measure items of PPE
initially at cost and to allocate that cost to the item’s significant component parts. This allocation of cost is often referred
to as componentization or component accounting. One such
part, or component, to which an entity should allocate cost
is major inspection and overhaul costs. An entity should depreciate all significant components separately. To calculate
depreciation, an entity should determine the depreciable base
of assets with finite lives by estimating the asset’s useful life
and residual value. IAS 16 also requires an entity to depreciate separately each component part with an individual cost
that is significant in relation to the total cost of the item.

3.111

IAS 16 requires an entity to begin to depreciate an
asset when it is available for use (that is, when the asset is in
the location and condition necessary for it to be capable of
operating in the manner intended by management). Depreciation of an asset should cease at the earlier of the date that
the asset is classified as held for sale (or included in a disposal group that is classified as held for sale), in accordance
with IFRS 5, Non-current Assets Held for Sale and Discontinued Operations, or the date that the asset is derecognized.
Therefore, an entity does not stop recognizing depreciation
when the asset becomes idle or is retired from active use, unless the asset is fully depreciated. However, under methods
of depreciation based on usage or units of production, the
depreciation charge can be zero while there is no production.

3.112 To allocate the asset’s depreciable base over its useful

life on a reasonable and systematic basis, an entity should
select a depreciation method that most closely reflects the
pattern in which economic benefits from the asset will flow
to the entity. Specific methods mentioned in the standard are
straight line, declining balance, and units of production, but
no methods are specifically required or prohibited.
3.113 Depreciation expense should be recognized in profit

IFRS Overview and Comparison
to U.S. GAAP
3.109

Depreciation and amortization are terms describing
the systematic allocation of an asset’s carrying amount less
estimated residual value (depreciable or amortizable amount)
over the asset’s estimated useful life. IFRSs require an entity
to record depreciation or amortization on the following asset
classes for all assets in the class with finite useful lives:
• Property, plant, and equipment (PPE) (measured under
either the cost or revaluation model)
• Intangible assets (measured under the cost or revaluation model)

IFRS ATT 3.109

or loss in each reporting period, unless included in the carrying value of another asset (for example, inventory, assets
under construction, and capitalized development costs). An
entity should annually review depreciation methods and estimates of useful lives and residual values. Changes in estimated useful lives, residual values, and depreciation methods
should be considered a change in accounting estimate, and
the change should be applied prospectively, in accordance
with IAS 8.
3.114

When using the revaluation model for subsequent
measurement, an entity continues to recognize depreciation
expense. At each revaluation, the revalued amount becomes
the new cost basis for the asset. At the same time, the entity
should reassess the asset’s useful life and residual value, if
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any, and calculate depreciation expense going forward based
on the new cost basis and these estimates. The carrying value
of the asset is the revalued amount less any subsequent accumulated depreciation and impairment losses.
3.115 An entity should measure depreciation in accordance

with IAS 16 for investment property measured under the cost
model.
3.116 IFRSs require an entity to measure a decommission-

ing or restoration obligation (that is, asset retirement obligation) in accordance with IAS 37 and include the amount
in the cost of the asset that gives rise to the obligation. When
that asset is PPE, including land, an entity should depreciate
over the useful life of the asset the amount of a decommissioning or restoration obligation capitalized. Generally, land
is considered to have an indefinite life; therefore, an entity
that capitalizes the obligation as a component of the cost of
land should depreciate the amount over the period that benefits are expected to flow to the entity, unless the land itself is
determined to have a finite life. In the latter case, depreciation
should be recorded over the useful life of the land.
3.117 IAS 38 requires an entity to assess whether an intan-

gible asset’s useful life is indefinite (that is, no foreseeable
limit to the asset’s ability to generate net future cash inflows)
or finite. If its useful life is determined to be finite, the entity
should determine the length of the life in time or units of
production. The useful life of an asset that arises from contractual or other legal rights (for example, a patent) should
not exceed the period of those rights. If the contracts contain
renewal clauses, these clauses should be taken into account if
the entity has the ability to renew without significant cost. An
assessment of the useful life of reacquired rights in a business
combination only considers the remaining original contract
period; renewals are not considered.
3.118

For intangible assets with finite useful lives, the entity should allocate the asset’s depreciable base (original cost
less residual value) over its useful life to profit or loss. Amortization begins when the asset is available for use and stops
at the earlier of the date that it is classified as held for sale
or derecognized. The residual value of an intangible asset is
assumed to be zero, unless the entity has a commitment from
a third party to purchase the asset at the end of its useful life
or there is an active market for the asset that the entity expects
to exist at the end of the asset’s useful life and from which it
expects to determine a reliable residual value.

3.119 Like PPE, when measuring an intangible asset using

the revaluation model, an entity records amortization based
on the revalued amount less any residual value over the estimated useful life of the asset. The carrying value of the asset
is the revalued amount less subsequent accumulated amortization and impairment losses.
3.120 Amortization should reflect the pattern of benefits to

be received from the asset’s use. If it cannot determine the pattern reliably, an entity should use the straight-line method. An
entity should review both the amortization period and method
annually. Changes to either should be considered changes in
accounting estimate and applied prospectively, in accordance
with IAS 8.
3.121

Goodwill acquired in a business combination (see
section 9, “Business Combinations”) and intangible assets
with indefinite lives should not be amortized. Instead, IAS
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38 requires an entity to test goodwill and indefinite-life intangibles for impairment annually.
3.122

An entity should account for leased assets in accordance with IAS 17. IAS 17 requires leased items of PPE,
investment properties, and intangible assets that an entity accounts for as a finance lease to be depreciated in a manner consistent with the depreciation policy on similar assets
owned by the entity.
U.S. GAAP

3.123

FASB ASC 350, Intangibles—Goodwill and Other,
and 360, Property, Plant, and Equipment, establish essentially the same requirements for depreciation and amortization of PPE and intangible assets owned or held under a capital
(finance) lease. FASB ASC 360 does not consider investment
property to be a separate asset class. FASB ASC 360 requires
an entity to classify as PPE those land and buildings classified
as investment property under IFRSs.

3.124 Consistent with IFRSs and subject to the same condi-

tions, FASB ASC 350-30-35-8 explains that an entity should
assume the residual value of an intangible asset is zero. FASB
ASC 350-30-35-9 states that an entity should review estimates of useful lives of intangible assets each reporting period
and amortize these assets prospectively over their remaining
useful lives.
3.125 In contrast, measuring depreciation of PPE or invest-

ment properties under FASB ASC 360 requires an entity to
estimate both useful lives and residual values (salvage values). Unlike IFRSs, FASB ASC 360 does require an entity
to review estimates of the useful lives of these assets each
reporting period. Instead, such a review is required, in accordance with FASB ASC 360-10-35-22, only when events or
changes in circumstances indicate that the current estimates
are no longer appropriate, as is also the case with depreciation
methods.
Author’s Note
In the process of determining appropriate FASB ASC
references for U.S. GAAP requirements, we found that
FASB ASC 360-10-35-3 states, “Depreciation expense
in financial statements for an asset shall be determined
based on the asset’s useful life.” Neither FASB ASC
360 nor other sections of FASB ASC include the requirement to estimate residual values for items of PPE
in determining depreciation expense. The FASB ASC
glossary does not include definitions of depreciation,
depreciable base, or residual value of PPE. The existing definition of residual value applies to an intangible
asset. FASB ASC briefly discusses residual value in the
context of leased assets. Notwithstanding the absence
of specific guidance in FASB ASC, it is generally accepted that an entity should estimate useful or depreciable lives and residual or salvage values in calculating
depreciation expense.
3.126

Like IFRSs, an entity should select a depreciation
method. Paragraphs 9–10 of FASB ASC 360-10-35 specify
two methods that are unacceptable for financial reporting: the
accelerated cost recovery system if the number of years specified by that system does not fall within a reasonable range
of the asset’s useful life (used for tax reporting in the United
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States) and the annuity method. Unlike IFRSs, changes in
depreciation method should be considered to be a change
in accounting estimate affected by a change in accounting
principle, in accordance with FASB ASC 250-10-45-18. Although accounted for prospectively, as stated by FASB ASC
250-10-45-19, an entity should make this change only if it is
justifiable on the basis that it is preferable.
3.127

Consistent with FASB ASC 360-10-35-4, an entity
should depreciate the costs of asset retirement obligations
included in the cost of the related asset over the useful life of
that asset using a rational and systematic basis.

depreciation and amortization rates by asset class are necessary. Both standards require an entity to disclose depreciation
and amortization as line items in the relevant reconciliation
of the beginning and ending balances in the accumulated depreciation and impairment loss account.
3.129 IAS 1 requires an entity classifying expenses by func-

tion to disclose total depreciation and amortization expense
in the notes. Entities classifying expenses by nature should
present total depreciation and amortization expense on the
face of the statement of comprehensive income.
U.S. GAAP

Disclosure
Author’s Note
Required disclosures about the relevant balance sheet
accounts are discussed in section 2, “Statement of Financial Position and Related Disclosures.”
IFRSs

3.130 The FASB ASC does not require an entity to provide

reconciliation disclosures. For PPE, FASB ASC 360-10-50-1
does require disclosure of depreciation expense for the period, account balances by major classes of depreciable assets,
accumulated depreciation either by major depreciable asset
classes or in total, and a general description of the depreciation method(s) used.
3.131

3.128

Both IAS 16 and IAS 38 require disclosure of depreciation and amortization methods used and estimates of
useful lives (when the intangible asset has a finite life) or

For intangible assets subject to amortization, FASB
ASC 350-30-50-2 requires an entity to disclose the gross carrying amount and accumulated amortization, in total and by
major intangible asset class; aggregate amortization expense
for the period; and estimated aggregate amortization expense
for each of the five succeeding fiscal years.

Presentation and Disclosure Excerpts—
Continuing Application
Property, Plant, and Equipment—Cost Model,
Straight Line Method
3.132

Alcatel-Lucent (Dec 2009)
Author’s Note
Alcatel-Lucent’s disclosures of impairment losses and
reversals of impairment losses on property, plant and
equipment are provided in this section under IAS 28,
Impairment of Assets.
CONSOLIDATED INCOME STATEMENTS (in part)
(In Millions of Euros Except Per Share Information)
Revenues
Cost of sales(2)
Gross profit
Administrative and selling expenses
Research and development expenses before capitalization of
development expenses
Impact of capitalization of development expenses
Research and development costs
Income (loss) from operating activities before restructuring costs,
impairment of assets, gain/(loss) on disposal of consolidated
entities, litigations and post-retirement benefit plan amendments

IFRS ATT 3.127

Notes
(5) & (6)
(4)

2009
U.S. $21,723
(14,398)
7,325

2009
€15,157
(10,046)
5,111

2008
€16,984
(11,190)
5,794

2007
€17,792
(12,083)
5,709

(4)

(4,175)

(2,913)

(3,093)

(3,462)

(3,622)
6
(3,616)

(2,527)
4
(2,523)

(2,858)
101
(2,757)

(3,107)
153
(2,954)

(466)

(325)

(56)

(707)

(5)
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NOTES TO CONSOLIDATED FINANCIAL
STATEMENTS (in part)
Note 1. Summary of Accounting Policies (in part)
G/ Goodwill, Intangible Assets and Property,
Plant and Equipment (in part)
In accordance with IAS 16 “Property, Plant and Equipment”
and with IAS 38 “Intangible Assets,” only items whose cost can
be reliably measured and for which future economic benefits
are likely to flow to the Group are recognized as assets.
In accordance with IAS 36 “Impairment of Assets,” whenever events or changes in market conditions indicate a risk
of impairment of intangible assets and property, plant and
equipment, a detailed review is carried out in order to determine whether the net carrying amount of such assets remains
lower than their recoverable amount, which is defined as the
greater of fair value (less costs to sell) and value in use. Value
in use is measured by discounting the expected future cash
flows from continuing use of the asset and its ultimate disposal. Intangible assets with indefinite useful lives (such as
trade names) are tested for impairment annually.
If the recoverable value is lower than the net carrying value,
the difference between the two amounts is recorded as an
impairment loss. Impairment losses for property, plant and
equipment or intangible assets with finite useful lives can be
reversed if the recoverable value becomes higher than the net
carrying value (but not exceeding the loss initially recorded).

Property, Plant and Equipment
Property, plant and equipment are valued at historical cost for
the Group less accumulated depreciation expenses and any
impairment losses. Depreciation expense is generally calculated over the following useful lives:
Buildings and building improvements
Infrastructure and fixtures
Plant and equipment

5–50 years
5–20 years
1–10 years

Depreciation expense is determined using the straight-line
method.
Assets acquired through finance lease arrangements or
long-term rental arrangements that transfer substantially all
the risks and rewards associated with ownership of the asset
to the Group (tenant) are capitalized.
Residual value, if considered to be significant, is included
when calculating the depreciable amount. Property, plant and
equipment are segregated into their separate components if
there is a significant difference in their expected useful lives,
and depreciated accordingly.
Depreciation and impairment losses are accounted for in
the income statement under cost of sales, research and development costs or administrative and selling expenses, depending on the nature of the asset or in restructuring costs if
they occur as part of a restructuring plan or on a specific line
item if very material (see Note 1p).
In addition, capital gains/losses from disposals of property,
plant and equipment are accounted for in the corresponding
cost line items in the income statement depending on the nature of the underlying asset (i.e. cost of sales, administrative
and selling expenses, research and development costs or restructuring costs).

Note 14. Property, Plant and Equipment
A/ Changes in Property, Plant and Equipment, Gross
(In Millions of Euros)
At December 31, 2006

Land
287

Buildings
1,128

Plant, Equipment
and Tools
2,683

Other
572

Total
4,670

Additions
Assets held for sale, discontinued operations and disposals
Write-offs
Business combinations
Net effect of exchange rate changes
Other changes
At December 31, 2007

1
(96)
—
—
(21)
(2)
169

43
(39)
(1)
11
(74)
(10)
1,058

209
(153)
(18)
5
(107)
32
2,651

101
(21)
(3)
2
(8)
(35)
608

354
(309)
(22)
18
(210)
(15)
4,486

Additions
Assets held for sale, discontinued operations and disposals
Write-offs
Business combinations
Net effect of exchange rate changes
Other changes
At December 31, 2008

—
(6)
—
—
7
(7)
163

46
(50)
(8)
5
32
22
1,105

211
(119)
(33)
(6)
49
83
2,836

157
(78)
(16)
—
(5)
(96)
570

414
(253)
(57)
(1)
83
2
4,674

Additions
Assets held for sale, discontinued operations and disposals
Write-offs
Business combinations
Net effect of exchange rate changes
Other changes
At December 31, 2009

—
(28)
—
—
(2)
(1)
132

49
(49)
(7)
4
(17)
16
1,101

166
(259)
(49)
6
(17)
(104)
2,579

112
(21)
(7)
3
(1)
65
721

327
(357)
(63)
13
(37)
(24)
4,533
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B/ Changes in Accumulated Depreciation of Property,
Plant and Equipment and Impairment Losses
Land
(8)

Buildings
(376)

Plant, Equipment
and Tools
(2,062)

Other
(402)

Total
(2,848)

Depreciation charge
Impairment losses
Reversals of impairment losses
Write-offs
Assets held for sale, discontinued operations and disposals(1)
Net effect of exchange rate changes
Other changes
At December 31, 2007

—
—
—
—
—
—
—
(8)

(105)
(44)
—
1
28
22
(7)
(481)

(262)
(29)
—
18
132
81
8
(2,114)

(49)
(21)
—
3
18
4
(8)
(455)

(416)
(94)
—
22
178
107
(7)
(3,058)

Depreciation charge
Impairment losses
Reversals of impairment losses
Write-offs
Assets held for sale, discontinued operations and disposals(1)
Net effect of exchange rate changes
Other changes
At December 31, 2008

—
—
—
—
—
(1)
—
(9)

(103)
—
—
8
18
(14)
—
(572)

(258)
(39)
—
33
106
(37)
(4)
(2,313)

(26)
—
—
16
26
5
4
(430)

(387)
(39)
—
57
150
(46)
—
(3,323)

(1)
—
—
—
—
—
(3)
(13)

(100)
—
—
7
14
4
181
(466)

(232)
—
—
49
170
15
21
(2,290)

(34)
—
—
7
102
2
(151)
(504)

(367)
—
—
63
286
21
48
(3,273)

(In Millions of Euros)
At December 31, 2006

Depreciation charge
Impairment losses
Reversals of impairment losses
Write-offs
Assets held for sale, discontinued operations and disposals
Net effect of exchange rate changes
Other changes
At December 31, 2009
(1)

Mainly related to activities disposed of or contributed to Thales in 2007 (refer to Note 3).

C/ Changes in Property, Plant and Equipment, Net

(In Millions of Euros)
At December 31, 2006

Land
279

Buildings
752

Plant,
Equipment
and Tools
621

Additions
Depreciation charge
Impairment losses
Reversals of impairment losses
Assets held for sale, discontinued operations and disposals
Business combinations
Net effect of exchange rate changes
Other changes
At December 31, 2007

1
—
—
—
(96)
—
(21)
(2)
161

43
(105)
(44)
—
(11)
11
(52)
(17)
577

209
(262)
(29)
—
(21)
5
(26)
40
537

101
(49)
(21)
—
(3)
2
(4)
(43)
153

354
(416)
(94)
—
(131)
18
(103)
(22)
1,428

Additions
Depreciation charge
Impairment losses
Reversals of impairment losses
Assets held for sale, discontinued operations and disposals
Business combinations
Net effect of exchange rate changes
Other changes
At December 31, 2008

—
—
—
—
(6)
—
7
(7)
155

46
(103)
—
—
(32)
5
18
22
533

211
(258)
(39)
—
(13)
(6)
12
79
523

157
(26)
—
—
(52)
—
—
(92)
140

414
(387)
(39)
—
(103)
(1)
37
2
1,351

Additions
Depreciation charge
Impairment losses
Reversals of impairment losses
Assets held for sale, discontinued operations and disposals
Business combinations
Net effect of exchange rate changes
Other changes
At December 31, 2009

—
(1)
—
—
(28)
—
(3)
(4)
119

49
(100)
—
—
(35)
4
(14)
198
635

166
(232)
—
—
(89)
6
(2)
(83)
289

112
(34)
—
—
81
3
1
(86)
217

327
(367)
—
—
(71)
13
(18)
24
1,260
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170
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Property, Plant, and Equipment—Cost Model,
Declining Balance Method at Varying Rates

NOTES TO CONSOLIDATED FINANCIAL
STATEMENTS (in part)

3.133

For the years ended October 31, 2009 and 2008 (Expressed
in United States dollars, unless stated otherwise)

Heatherdale Resources Ltd (Dec 2009)

Note 2. Significant Accounting Policies (in part)

CONSOLIDATED STATEMENTS
OF COMPREHENSIVE LOSS

(g) Property, Plant and Equipment

(Expressed in United States Dollars)
Years Ended
October 31
Note
Revenue
Interest
Expenses
Exploration
Assays and analysis
Depreciation
Drilling
Engineering
Environmental
Equipment rental
Freight
Geological
Graphics
Property fees and
assessments
Site activities
Socioeconomic
Travel and accommodation
Administration
Legel, accounting and audit
Management and consulting
Office and administration
Shareholder communication
Travel
Trust and filing
Loss before the following
Foreign exchange gain (loss)
Loss before taxes
Income taxes
Loss and comprehensive loss for
the year

7

15

2009

2008

44,489

$ 160,308

2,675,951
51,471
1,521
346,110
50,362
177,060
42,711
98,511
725,130
22,532

183,290
3,099
—
—
21,601
1,554
—
—
147,357
3,931

169,643
862,458
3,285
125,157
583,978
135,132
23,797
319,937
41,097
53,179
10,836
3,259,929
(3,215,440)
625,991
(2,589,449)
—

—
5,748
—
—
308,035
109,583
85,122
51,175
646
61,509
—
491,325
(331,017)
(1,175,497)
(1,506,514)
—

$(2,589,449)

$(1,506,514)

$

Property, plant and equipment (“PPE”] are carried at cost,
less accumulated depreciation and accumulated impairment
losses.
The cost of an item of PPE consists of the purchase price,
any costs directly attributable to bringing the asset to the location and condition necessary for its intended use and an
initial estimate of the costs of dismantling and removing the
item and restoring the site on which it is located.
Depreciation is provided at rates calculated to write off the
cost of property, plant and equipment, less their estimated
residual value, using the declining balance method at various
rates ranging from 20%–30% per annum.
An item of PPE is derecognized upon disposal or when no
future economic benefits are expected to arise from the continued use of the asset. Any gain or loss arising on disposal
of the asset, determined as the difference between the net
disposal proceeds and the carrying amount of the asset, is
recognized in profit or loss.
Where an item of plant and equipment consists of major
components with different useful lives, the components are
accounted for as separate items of plant and equipment. Expenditures incurred to replace a component of an item of PPE
that is accounted for separately, including major inspection
and overhaul expenditures, are capitalized.
(p) Significant Accounting Judgments and Estimates
The preparation of these consolidated financial statements requires management to make estimates and assumptions that
affect the reported amounts of assets and liabilities at the date
of the financial statements and reported amounts of expenses
during the reporting period. Actual outcomes could differ from
these estimates. These consolidated financial statements include estimates which, by their nature, are uncertain. The
impacts of such estimates are pervasive throughout the consolidated financial statements, and may require accounting
adjustments based on future occurrences. Revisions to accounting estimates are recognized in the period in which the
estimate is revised and the revision affects both current and
future periods.
Significant assumptions about the future and other sources
of estimation uncertainty that management has made at the
end of the reporting period, that could result in a material
adjustment to the carrying amounts of assets and liabilities,
in the event that actual results differ from assumptions made,
relate to, but are not limited to, the following:
ii. the estimated useful lives of property, plant and equipment which are included in the consolidated statement
of financial position and the related depreciation included in the consolidated statement of comprehensive
loss for the year ended October 31, 2009;
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Note 14. Property, Plant and Equipment
2009
Mineral Property

Motor Vehicles

Total

(Note 5)
Cost
Additions
Balance at October 31, 2009

$14,411,765
$14,411,765

$30,412
$30,412

$14,442,177
$14,442,177

Accumulated Depreciation
Charge for the year
Balance at October 31, 2009

$
$

—
—

$ 1,521
$ 1,521

$
$

Net Carrying Value
Balance at October 31, 2009

$14,411,765

$28,891

$14,440,656

1,521
1,521

There were no property, plant and equipment as at October
31, 2008.

Property, Plant, and Equipment—Cost Model,
Straight Line Method, Deferred Drydocking
Expenditures (Major Overhaul)
3.134

DHT Holdings, Inc (Formerly, DHT Maritime, Inc.)
(Dec 2009)
Author’s Note
DHT Holdings explains that drydocking is the removal
of a vessel from the water for inspection and/or repair
of those parts of a vessel which are below the water
line. During drydockings, which are required to be carried out periodically, certain mandatory classification
society inspections are carried out and relevant certifications issued. Drydockings are generally required
once every 30 to 60 months. In accordance with IAS
16, an entity should capitalize such expenditures and
record depreciation over the period until the next expected major inspection and overhaul.

NOTES TO DHT MARITIME, INC. CONSOLIDATED
FINANCIAL STATEMENTS (in part)
Note 2. Significant Accounting Principles (in part)
Vessels
Vessels are stated at historical cost, less subsequent depreciation and impairment, if any. For vessels purchased, these
costs include expenditures that are directly attributable to the
acquisition of these vessels. Depreciation is calculated on a
straight-line basis over the useful life of the vessels, taking
residual values into consideration, and adjusted for impairment charges, if any.
The estimated useful lives, and residual values are reviewed at each year end, with the effect of any changes in
estimate accounted for on a prospective basis. Each vessel’s
residual value is equal to the product of its lightweight tonnage
and an estimated scrap rate per ton.
Each component of the vessels, with a cost significant to
the total cost, is separately identified and depreciated, on a
straight-line basis, over that component’s useful life.
Deferred Drydock Expenditures

CONSOLIDATED INCOME STATEMENT (in part)
(Dollars in Thousands, Except Share and Per Share Amounts)

Shipping revenues
Operating expenses
Vessel expenses
Depreciation and
amortization
General and
administrative
Total operating expenses
Income from vessel
operations

IFRS ATT 3.134

Year Ended
Dec. 31, 2009
$102,576

Year Ended
Dec. 31, 2008
$114,603

30,034

21,409

26,762

25,948

4,588
61,384

4,766
52,123

$ 41,192

$ 62,480

Drydock expenditures have been recognized as an asset
when the recognition criteria were met. The recognition is
made when the drydocking has been performed and is depreciated based on estimated time to the next inspection.
Any remaining carrying amount of the cost of the previous inspection is de-recognized. Ordinary repairs and maintenance
expenses are charged to the income statement during the financial period in which they are incurred.
Use of Estimates (in part)
The preparation of financial statements in conformity with
IFRS requires management to make estimates and assumptions that affect the amounts reported in the financial statements and accompanying notes. Actual results could differ
from those estimates. Areas where significant judgement has
been applied are:
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• Drydock period: the vessels are required by their respective classification societies to go through a dry dock at
regular intervals. In general, vessels below the age of
15 years are docked every 5 years and vessels older
than 15 years are docked every 2 1/2 years.

Note 6. Vessels and Subsidiaries
The Vessels are owned by nine 100% owned Marshall Islands
subsidiaries of the Company (the “Vessel Subsidiaries”). The
primary activity of each of the Vessel Subsidiaries is the ownership and operation of a Vessel. In addition the Company has
one Norwegian subsidiary which perform management services for the Group. The following table sets out the details of
the Vessel Subsidiaries included in these consolidated financial statements:
Company
Chris Tanker Corporation
Ann Tanker Corporation
Regal Unity Tanker Corporation
Newcastle Tanker Corporation
London Tanker Corporation
Cathy Tanker Corporation
Sophie Tanker Corporation
Ania Aframax Corporation
Rebecca Tanker Corporation

Vessel Name
Overseas Chris
Overseas Ann
Overseas Regal
Overseas Newcastle
Overseas London
Overseas Cathy
Overseas Sophie
Overseas Ania
Overseas Rebecca

Cost of Vessels
At January 1, 2008
Additions
Disposals
At December 31, 2008

$435,667
90,330
—
525,997

Additions
Disposals
At December 31, 2009

5,410
—
531,407

Carrying Amount
At December 31, 2008
At December 31, 2009

$462,387
441,035

Depreciation Period
The Initial Vessels are being depreciated over periods ranging from 14 to 23 years, which represent the Initial Vessels’
remaining useful life at the date of acquisition from OSG. The
Overseas Newcastle and the Overseas London are being depreciated over a period of 18 years. Total estimated life for the
Vessels is 25 years.
Depreciation is calculated taking residual value into consideration. Each vessel’s residual value is equal to the product of
its lightweight tonnage and an estimated scrap rate per ton.
Estimated scrap rate used as a basis for depreciation is $177
per ton.
Impairment
During the year, the Company carried out a review of the
recoverable amount of its vessels. The review did not lead to
recognition of any impairment. The discount rate used when
calculating value in use was 9% per annum.
In situations where vessels are expected to operate in a
commercial pool over a longer period, impairment test can

Dwt
309.285
309.327
309.966
164.626
152.923
111.928
112.045
94.848
94.873

Flag State
Marshall Islands
Marshall Islands
Marshall Islands
Marshall Islands
Marshall Islands
Marshall Islands
Marshall Islands
Marshall Islands
Marshall Islands

Depreciation and Impairment
At January 1, 2008
Depreciation expense
Impairment
At December 31, 2008
Depreciation expense
Impairment
At December 31, 2009

Year Built
2001
2001
1997
2001
2000
2004
2003
1994
1994

$37,662
25,948
—
63,610
26,762
—
90,372

under certain conditions be performed on a fleet wide basis.
In 2009 however, none of the vessels were close to impairment independent of whether or not they where assessed
individually or as a part of a fleet.
Drydock Expenditures
Drydock expenditures incurred after January 16, 2009 when
the Company entered into the new technical management
agreements have been recognized as an asset when the
recognition criteria were met.
Pledged Assets
The Vessels have been pledged as collateral under the debt
agreements with The Royal Bank of Scotland.
Technical Management Agreements
On October 18, 2005, the Company entered into technical
management agreements with Tanker Management, a subsidiary of OSG, for the technical management of its Initial
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Vessels in exchange for a fixed fee for each vessel. As part
of the ship management agreement, OSG was responsible
for technical management of the vessels, including crewing,
maintenance and ordinary repairs, scheduled drydockings,
stores and supplies and lubricating oils. Effective as of January 16, 2009, Tanker Management exercised its right to cancel the technical management agreements. Effective as of the
same date, the Company entered into new technical management agreements with Tanker Management according to
which the Company will pay fees based upon the actual costs
incurred related to the technical management of the Initial
Vessels.

Property, Plant, and Equipment—Revaluation
Model Applied to Multiple Asset Classes
3.135

Portugal Telecom, SGPS, S.A. (Dec 2009)
Author’s Note
Portugal Telecom’s disclosures about revaluation increases and decreases on property, plant and equipment
are provided in this section under Change in Fair Value
of Non-Financial Assets.
CONSOLIDATED INCOME STATEMENT (in part)
For the Years Ended 31 December 2009, 2008 and 2007
(Amounts stated in Euros)

Continuing Operations
Costs, Losses and (Income)
Wages and salaries
Direct costs
Costs of products sold
Marketing and publicity
Supplies and external services
Indirect taxes
Provisions and adjustments
Depreciation and amortisation
Post retirement benefits
Curtailment costs, net
Gains on disposals of fixed assets, net
Other costs, net

Notes

2009

2008 (Restated)

2007 (Restated)

8
10
11

693,234,578
1,135,108,895
648,784,657
165,761,900
1,294,090,787
243,624,838
101,807,099
1,437,928,144
89,630,520
14,804,659
(408,534)
49,653,374
5,874,020,917
910,659,693

616,597,308
1,086,931,322
778,460,559
176,292,202
1,229,948,221
233,600,026
118,782,268
1,268,342,092
44,759,000
99,955,165
(19,466,353)
29,986,839
5,664,188,649
1,056,698,211

638,072,873
907,297,176
656,149,583
147,246,817
1,179,188,425
201,825,104
122,275,443
1,123,064,739
(65,076,144)
275,619,171
(2,795,990)
45,071,936
5,227,939,133
914,413,857

12
14
39
33 and 34
9.6
9.6

Income before financial results and taxes

NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (in part)
Note 3. Accounting Policies, Judgments and Estimates
(in part)
c) Tangible Assets
In 2008, Portugal Telecom changed the accounting policy regarding the measurement of real estate properties and the
ducts infrastructure from the cost model to the revaluation
model, since the Company believes that the latter better reflects the economic value of those asset classes, given the nature of the revalued assets, which are not subject to technological obsolescence. The increase in tangible assets resulting
from the revaluation reserves, which are non-distributable, is
being amortised in accordance with the criteria used to amortise the revalued assets.
The remaining tangible assets are stated at acquisition cost,
net of accumulated depreciation, investment subsidies and
accumulated impairment losses, if any. Acquisition cost includes: (1) the amount paid to acquire the asset; (2) direct
expenses related to the acquisition process; and (3) the estimated cost of dismantling or removal of the assets (Notes 3.g
and 39). Under the exception of IFRS 1, revaluation of tangible assets made in accordance with Portuguese legislation
applying monetary indices, prior to 1 January 2004, was not

IFRS ATT 3.135

adjusted and was included as the deemed cost of the asset
for IFRS purposes.
Tangible assets are depreciated on a straight-line basis
from the month they are available for use, during its expected
useful life. The amount of the asset to be depreciated is reduced by any residual estimated value. The depreciation rates
correspond to the following estimated average economic useful lives:

Buildings and other constructions
Basic equipment:
Network installations and equipment
Ducts infrastructure
Telephones, switchboards and other
Submarine cables
Satellite stations
Other telecommunications equipment
Other basic equipment
Transportation equipment
Tools and dies
Administrative equipment
Other tangible fixed assets

Years
3–50
7–20
40
5–10
15–20
5–7
3–10
4–20
4–8
4–10
3–10
3–10
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Estimated losses resulting from the replacement of equipments before the end of their economic useful lives are recognised as a deduction to the corresponding asset’s carrying
value, against results of the period, as well as any impairment of these assets. The cost of recurring maintenance and
repairs is charged to net income as incurred. Costs associated with significant renewals and betterments are capitalised
if any future economic benefits are expected and those benefits can be reliably measured.
The gain or loss arising on the disposal or retirement of
an asset is determined as the difference between the sales
proceeds and the carrying amount of the assets, and is recognised in the Consolidated Income Statement under the caption “Gains on disposals of fixed assets, net” when occurred.

Critical Judgments and Estimates (in part)
The preparation of the consolidated financial statements in
conformity with IFRS requires management to make estimates and assumptions that affect the application of policies
and reported amounts. Estimates and judgements are continually evaluated and are based on historical experience and
other factors including expectations of future events that are
believed to be reasonable under the circumstances on which
the estimate was based, or as a result of new information or
more experience. The main accounting judgments and estimates reflected in the consolidated financial statements are
as follows:
(c) Valuation and useful life of intangible and tangible
assets—Portugal Telecom has made assumptions in
relation to the potential future cash flows resulting from
separable intangible assets acquired as part of business combinations, which include expected future revenues, discount rates and useful life of such assets.
Portugal Telecom has also made assumptions regarding the useful life of tangible assets.

Note 34. Tangible Assets (in part)
During 2009 and 2008 the movements in tangible assets were
as follows:

Cost
Land
Buildings and other constructions
Basic equipment
Transportation equipment
Tools and dies
Administrative equipment
Other tangible assets
In-progress tangible assets
Advances to suppliers of tangible assets
Accumulated Depreciation
Land
Buildings and other constructions
Basic equipment
Transportation equipment
Tools and dies
Administrative equipment
Other tangible assets

Balance
31 Dec. 2008

Increases

Foreign
Currency
Translation
Adjustments
Euro

125,840,884
725,181,974
12,055,469,610
76,118,355
25,377,080
1,082,255,636
52,929,865
308,335,009
321,739
14,451,830,152

5,834,493
19,889,743
539,326,124
16,540,246
1,347,121
60,403,058
2,403,902
406,745,683
(3,545)
1,052,486,825

3,721,771
17,148,489
860,281,573
593,257
1,853,257
47,868,464
(91,144)
60,251,812
(60,148)
991,567,331

(7,590,785)
(101,182,489)
222,514,829
(17,145,331)
313,176
13,579,598
(3,032,438)
(508,135,899)
—
(400,679,339)

127,806,363
661,037,717
13,677,592,136
76,106,527
28,890,634
1,204,106,756
52,210,185
267,196,605
258,046
16,095,204,969

10,775,062
251,422,215
8,511,595,705
46,615,120
20,353,787
925,389,799
47,841,451
9,813,993,139

—
46,736,029
917,807,477
12,283,538
2,082,681
89,333,317
1,497,269
1,069,740,311

—
5,972,858
611,711,852
275,163
994,474
32,010,484
28,049
650,992,880

(1,110,195)
(71,612,629)
(193,482,667)
(14,013,864)
(120,923)
(15,134,839)
(6,261,016)
(301,736,133)

9,664,867
232,518,473
9,847,632,367
45,159,957
23,310,019
1,031,598,761
43,105,753
11,232,990,197

4,637,837,013

(17,253,486)

340,574,451

(98,943,206)

4,862,214,772

Other

Balance
31 Dec. 2009
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Intangible Assets

Intangible Assets

3.136

(a) Goodwill. Goodwill represents the excess of the fair value
of the consideration paid on acquisition of a business over the
fair value of the assets, including any intangible assets identified and liabilities acquired. Goodwill is not amortized but
is measured at cost less impairment losses. In determining
the fair value of consideration, the fair value of equity issued
is the market value of equity at the date of completion, the
fair value of share options assumed is calculated using the
Black-Scholes valuation model, and the fair value of contingent consideration is based upon whether the directors believe any performance conditions will be met and thus whether
any further consideration will be payable.
(b) Other intangible assets. Computer software, purchased patents and licenses to use technology are capitalized
at cost and amortized on a straight-line basis over a prudent
estimate of the time that the Company is expected to benefit
from them, which is typically three to ten years. Costs that are
directly attributable to the development of new business application software and which are incurred during the period prior
to the date that the software is placed into operational use, are
capitalized. External costs and internal costs are capitalized
to the extent they enhance the future economic benefit of the
asset.
Although an independent valuation is made of any intangible assets purchased as part of a business combination,
the directors are primarily responsible for determining the
fair value of intangible assets. Developed technology, existing agreements and customer relationships, core technology,
trademarks and tradenames, and order backlog are capitalized and amortized over a period of one to ten years, being a
prudent estimate of the time that the Company is expected to
benefit from them.
In-process research and development projects purchased
as part of a business combination may meet the criteria set
out in IFRS 3, “Business combinations,” for recognition as intangible assets other than goodwill. The directors track the
status of in-process research and development intangible assets such that their amortization commences when the assets
are brought into use. This typically means a write-off period
of one to five years.
Amortization is calculated so as to write off the cost of intangible assets, less their estimated residual values, which
are adjusted, if appropriate, at each balance sheet date, on a
straight-line basis over the expected useful economic lives of
the assets concerned. The principal economic lives used for
this purpose are:

ARM Holdings plc (Dec 2009)
CONSOLIDATED INCOME STATEMENTS (in part)
For the year ended December 31
Note
Revenues
Product revenues
Service revenues
Total revenues

2007
£000

2008
£000

2009
£000

242,726 282,382 286,834
16,434 16,552 18,188
2 259,160 298,934 305,022

Cost of Revenues
Product costs
Service costs
Total cost of revenues

(21,475) (24,539) (16,645)
(6,630) (8,339) (8,826)
(28,105) (32,878) (25,471)

Gross profit

231,055 266,056 279,551

Operating Expenses
Research and development
Sales and marketing
General and administrative
Total operating expenses, net

(83,977)
(55,298)
(52,086)
(191,361)

(87,588)
(57,448)
(61,077)
(206,113)

(112,215)
(61,723)
(59,999)
(233,937)

39,694

59,943

45,614

Profit from operations

NOTES TO THE FINANCIAL STATEMENTS (in part)
Note 1. The Company and a Summary of Its
Significant Accounting Policies and Financial Risk
Management (in part)
1b Summary of significant accounting policies (in part)
The principal accounting policies applied in the presentation
of these consolidated financial statements are set out below.
These policies have been consistently applied to all the years
presented, unless otherwise stated.
Research and development expenditure
All ongoing research expenditure is expensed in the period
in which it is incurred. Where a product is technically feasible, production and sale are intended, a market exists, expenditure can be measured reliably, and sufficient resources
are available to complete the project, development costs are
capitalized and amortized on a straight-line basis over the estimated useful life of the respective product. The Company
believes its current process for developing products is essentially completed concurrently with the establishment of technological feasibility which is evidenced by a working model.
Accordingly, development costs incurred after the establishment of technological feasibility have not been significant and,
therefore, no costs have been capitalized to date.
Where no internally-generated intangible asset can be recognized, development expenditure is recognized as an expense in the period in which it is incurred. Any collaborative
agreement whereby a third party agrees to partially fund the
Company’s research and development is recognized over the
period of the agreement as a credit within research and development costs.

IFRS ATT 3.136

Computer software
Patents and licenses
In-process research and development
Developed technology
Existing agreements and customer relationships
Core technology
Trademarks and tradenames
Order backlog

Three to five years
Three to ten years
One to five years
One to five years
Two to ten years
Five years
Four to five years
One year

Note 5. Profit Before Tax: Analysis of Expenses
by Nature (in part)
The following items have been charged/(credited) to the
income statement in arriving at profit before tax:
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Amortization of other intangible assets
(note 16):
Cost of sales
Research and development
Sales and marketing

2007
£000

2008
£000

2009
£000

400
10,201
8,653

463
10,854
8,074

385
7,656
8,483

Note 16. Other Intangible Assets (in part)

Cost
At January 1, 2009
Additions
Acquisition—Logipard
Disposals
Exchange differences
At December 31, 2009
Aggregate Amortization
At January 1, 2009
Charge for the year
Disposals
Exchange differences
At December 31, 2009
Net book value at
December 31, 2009

Developed
Technology
£000

Existing
Agreements
and Customer
Relationships
£000

Core
Technology
£000

Trademarks
£000

Order
Backlog
£000

Total
£000

6,497
—
98
—
(588)
6,007

41,823
—
(296)
—
(3,062)
38,465

58,762
—
175
—
(5,112)
53,825

15,760
—
—
—
(1,456)
14,304

4,949
—
—
—
(458)
4,491

2,183
—
—
—
(201)
1,982

165,043
845
(23)
(669)
(11,105)
154,091

14,417
2,232
—
—
16,649

4,744
1,268
—
(491)
5,521

31,579
3,473
—
(2,666)
32,386

42,033
7,776
—
(3,982)
45,827

12,677
2,898
—
(1,271)
14,304

4,414
283
—
(421)
4,276

2,183
—
—
(201)
1,982

119,961
19,335
(669)
(9,232)
129,395

8,781

486

6,079

7,998

—

215

—

24,696

Software
£000

Patents
and
Licenses
£000

In-Process
Research
and
Development
£000

9,639
845
—
(669)
(228)
9,587

25,430
—
—
—
—
25,430

7,914
1,405
(669)
(200)
8,450
1,137

Property, Plant and Equipment Under Finance
Leases, Change in Depreciation Rates
3.137

Gol Linhas Aéreas Inteligentes S.A. (Dec 2009)
CONSOLIDATED STATEMENTS OF OPERATIONS
FOR THE YEARS ENDED DECEMBER 31, 2009,
2008 AND 2007 (in part)
(In thousands of Brazilian Reais, except amounts per share)

Operating expenses
Salaries
Aircraft fuel
Aircraft rent
Aircraft insurance
Sales and marketing
Landing fees
Aircraft and traffic servicing
Maintenance materials and repairs
Depreciation and amortization
Other operating expenses
Total operating expenses

Notes

2009

2008

2007

3

(1,100,953)
(1,813,104)
(650,683)
(56,324)
(364,551)
(312,637)
(381,721)
(417,212)
(142,853)
(372,052)
(5,612,090)

(983,783)
(2,630,834)
(645,089)
(42,813)
(588,735)
(338,370)
(422,177)
(388,030)
(125,127)
(329,883)
(6,494,841)

(799,344)
(1,898,840)
(525,785)
(44,646)
(367,866)
(273,655)
(348,732)
(339,281)
(62,548)
(270,422)
(4,931,119)
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NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (in part)
Note 2. Basis of Preparation and Summary of
Significant Accounting Policies (in part)
k) Property, Plant and Equipment
Property, plant and equipment, including rotable parts, are
recorded at cost and are depreciated to estimated residual
values over their estimated useful lives using the straight-line
method. Each component of property, plant and equipment
that has a cost that is significant in relation to the overall cost of
the item is depreciated separately. Aircraft and engine spares
acquired on the introduction or expansion of a fleet, as well
as rotable spares purchased separately, are carried as fixed
assets and generally depreciated in line with the fleet to which
they relate. Pre-delivery deposits refer to prepayments made
based on the agreements entered into with Boeing Company
for the purchase of Boeing 737-800 Next Generation aircraft
and includes interest and finance charges incurred during the
manufacture of aircraft and the leasehold improvements.
The estimated useful lives for property and equipment are
as follows:

Leasehold improvements to flight equipment
Aircraft flight equipment
Rotables
Maintenance and engineering equipment
Major overhaul expenditures
Communication and meteorological equipment
Computer hardware and software

19:28

Estimated Useful Life
Lower of lease term
or useful life
25 years
25 years
10 years
5 years
10 years
5 years

Under IAS 16 “Property, Plant and Equipment,” major engine
overhauls including replacement spares and labor costs, are
treated as a separate asset component with the cost capitalized and depreciated over the period to the next major overhaul. All other replacement spares and costs relating to maintenance of fleet assets are charged to the income statement
on consumption or as incurred. Interest costs incurred and
exchange differences on borrowings that fund progress payments on assets under construction, including pre-delivery
deposits to acquire new aircraft, are capitalized and included
as part of the cost of the assets through the earlier of the
date of completion or aircraft delivery. Exchange variations
are capitalized to the extent that they are regarded as an adjustment to interest costs.
The carrying value of property, plant and equipment is
reviewed for impairment when events or changes in circumstances indicate the carrying value may not be recoverable and the cumulative impairment losses are shown
as a reduction in the carrying value of property, plant and
equipment.
v) Key Accounting Estimates and Judgments (in part)
v) Property, Plant and Equipment
During 2009, the Company revised the depreciation rates
used for aircraft under financial leases, aircraft reconfiguration and spare parts, from 5% to 4%, for better compatibility
with the useful life of these assets and is supported by technical studies approved by the Company’s Management. This
change in economic useful life was applied prospectively in
the financial statements since April 1st, 2009. The related reduction of depreciation arising from the change in economic
useful life in the year ended December 31, 2009 amounted
approximately to R$12,000.

Note 8. Property, Plant and Equipment

Annual
Depreciation Rate
Flight Equipment
Property, plant and equipment under financial leases
Sets of replacement parts and spare engines
Reconfigurations of aircraft
Aircraft and safety equipment
Tools
Property and Equipment in Use
Vehicles
Machinery and equipment
Furniture and fixtures
Computers and peripherals
Communications equipment
Installations
Confins maintenance center
Leasehold improvements
Construction in progress

Advances for acquisition of property, plant and equipment

IFRS ATT 3.137

Consolidated
2009
Accumulated
Cost
Depreciation

Net Amount

2008
Net Amount

4–10%
4%
4%
20%
10%

1,873,911
651,695
87,015
1,259
15,805
2,629,685

(150,984)
(71,442)
(78,930)
(577)
(3,661)
(305,594)

1,722,927
580,253
8,085
682
12,144
2,324,091

1,308,562
552,738
34,054
789
7,684
1,903,827

20%
10%
10%
20%
10%
10%
7%
20%
—

6,816
19,883
15,671
31,309
2,262
4,407
95,231
30,786
10,050
216,415
2,846,100
837,054
3,683,154

(4,344)
(5,652)
(5,488)
(17,623)
(897)
(1,755)
(8,567)
(7,521)
—
(51,847)
(357,441)
—
(357,441)

2,472
14,231
10,183
13,686
1,365
2,652
86,664
23,265
10,050
164,568
2,488,659
837,054
3,325,713

2,997
14,684
10,647
15,811
1,350
3,071
55,889
2,687
30,588
137,724
2,041,551
969,554
3,011,105

—
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capitalized in the amount of R$19,971 (R$33,955 in December 31, 2008). The Company has a schedule for these aircraft
delivery until February, 2016, as described in Note n◦ 24.
As described in Note 23, as of December 31, 2009, the advances for acquisition of aircraft, in the amount of R$245,776
(R$697,719 in December 31, 2008), are related to loan contract guarantees.
Changes in the property, plant and equipment balances are
as follows:

The advances for acquisition of property, plant and equipment, net of returns, primarily refer to the pre-payments made
based on contracts with the Boeing Company for acquisition
of 90 next generation 737-800 aircraft (94 aircraft in December 31, 2008), in the amount of R$804,631 (R$957,204 in
December 31, 2008), and include the interest and charges

At December 31, 2006

Flight Equipment
Property, Plant and
Equipment Under
Rotable Parts
Finance Lease (a)
and Spares
211,615
366,666

Advances for Acquisition
of Property, Plant and
Equipment (b)
440,165

Other
104,148

Total
1,122,594

Additions
Disposals
Depreciation and amortization
At December 31, 2007

663,973
(1,147)
(29,654)
844,787

242,624
(269)
(67,653)
541,368

622,359
(366,986)
—
695,538

63,613
(35,534)
(22,892)
109,335

1,592,569
(403,936)
(120,199)
2,191,028

Additions
Disposals
Depreciation and amortization
At December 31, 2008

523,001
(6,815)
(52,411)
1,308,562

178,433
(84,669)
(39,867)
595,265

511,308
(237,292)
—
969,554

54,934
(13,921)
(12,624)
137,724

1,267,676
(342,697)
(104,902)
3,011,105

Additions
Disposals
Depreciation and amortization
At December 31, 2009

525,787
(43,299)
(68,123)
1,722,927

53,090
(75)
(47,116)
601,164

420,894
(553,394)
—
837,054

44,832
(340)
(17,648)
164,568

1,044,603
(597,108)
(132,887)
3,325,713

(a)
(b)

Refers to aircraft held under finance leases agreements in the total of R$1,720,010, net of depreciations and other assets in the amount of
R$2,917, net as of December 31, 2009 (R$1,301,146 and R$7,416 as of December 31, 2008, respectively).
The disposals of pre-delivery deposits correspond to the amounts returned by the Boeing Co. at the time the aircraft is delivered to the
Company. These resources are used for the payment of the financing of respective aircraft as described in Note n◦ 23, under the captions
PDP I and II.

During the year, the Company carried out a review of the recoverable amount of its property, plant and equipment. The
recoverable amount of the relevant assets has been determined on the basis of their value in use. The discount rate
used in measuring value in use was 23.1% per year. No impairment was recognized for the years ended on December
31, 2009 and 2008.

Depletion
3.138

Royal Dutch Shell plc (Dec 2009)
CONSOLIDATED STATEMENT OF INCOME (in part)

Notes
Purchases
Production and manufacturing expenses
Selling, distribution and administrative expenses
Research and development
Exploration
Depreciation, depletion and amortisation
Interest expense

5

2009
203,075
25,301
17,430
1,125
2,178
14,458
542

$ Million
2008
359,587
25,565
16,906
1,230
1,995
13,656
1,181

2007
262,255
23,219
16,449
1,167
1,822
13,180
1,108
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NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (in part)
Note 2. Accounting Policies (in part)
Property, Plant and Equipment and Intangible Assets (in part)
A—Recognition in the Consolidated Balance Sheet
Property, plant and equipment, including expenditure on major inspections, and intangible assets are initially recognised
in the Consolidated Balance Sheet at cost where it is probable
that they will generate future economic benefits. This includes
capitalisation of decommissioning and restoration costs associated with provisions for asset retirement (see “Provisions”),
certain development costs (see “Research and development”)
and the effects of associated cash flow hedges (see “Derivative contracts”) as applicable. The accounting for exploration
costs is described separately below (see “Exploration costs”).
Intangible assets include goodwill, capitalised software costs
and trademarks. Interest is capitalised, as an increase in property, plant and equipment, on major capital projects during
construction.
Property, plant and equipment and intangible assets are
subsequently carried at cost less accumulated depreciation,
depletion and amortisation (including any impairment).
B—Depreciation, Depletion and Amortisation
Property, plant and equipment related to hydrocarbon production activities are depreciated on a unit-of-production basis over the proved developed reserves of the field concerned
(proven and probable minable reserves in respect of oil sands
extraction facilities), except in the case of assets whose useful
life is shorter than the lifetime of the field, in which case the
straight-line method is applied. Rights and concessions are
depleted on the unit-of-production basis over the total proved
reserves of the relevant area. Where individually insignificant,
unproved properties may be grouped and amortised based on
factors such as the average concession term and past experience of recognising proved reserves.

Note 3. Key Accounting Estimates and Judgements
(in part)
Estimation of Oil and Gas Reserves
Unit-of-production depreciation, depletion and amortisation
charges are principally measured based on Shell’s estimates

2009
Cost
At January 1
Capital expenditure
Sales, retirements and other movements
Currency translation differences
At December 31
Depreciation, depletion and amortisation, including impairments
At January 1
Charge for the year
Sales, retirements and other movements
Currency translation differences
At December 31
Net book amount at December 31

IFRS ATT 3.138

of proved developed oil and gas reserves. Estimates of proved
reserves are also used in the determination of impairment
charges and reversals. Proved reserves are estimated by reference to available geological and engineering data and only
include volumes for which access to market is assured with
reasonable certainty.
Information about the carrying amounts of oil and gas
properties and the depreciation, depletion and amortisation
charged is given in Note 9.
Estimates of oil and gas reserves are inherently imprecise,
require the application of judgement and are subject to regular
revision, either upward or downward, based on new information such as from the drilling of additional wells, observation of
long-term reservoir performance under producing conditions
and changes in economic factors, including product prices,
contract terms or development plans. Changes to Shell’s estimates of proved developed reserves affect prospectively the
amounts of depreciation, depletion and amortisation charged
and, consequently, the carrying amounts of oil and gas properties. It is expected, however, that in the normal course of
business the diversity of the Shell portfolio will limit the effect
of such revisions.

Note 8. Intangible Assets (in part)
$ Million
Goodwill Other

2009
Cost
At January 1
Capital expenditure
Sales, retirements and other
movements
Currency translation differences
At December 31
Depreciation, depletion and
amortisation, including impairments
At January 1
Charge for the year
Sales, retirements and other
movements
Currency translation differences
At December 31
Net book amount at December 31

Total

3,311
10

4,060
438

7,371
448

1
114
3,436

1
155
4,654

2
269
8,090

329
24

2,021
281

2,350
305

(65)
8
296
3,140

53
83
2,438
2,216

(12)
91
2,734
5,356

Note 9. Property, Plant and Equipment (in part)

Oil and Gas
Properties

Manufacturing
and Processing

$ Million
Transportation
and Storage

Marketing
and Other

Total

156,075
20,888
(1,517)
10,780
186,226

44,741
4,457
(341)
2,134
50,991

4,463
31
(357)
445
4,582

28,033
1,770
(2,355)
1,569
29,017

233,312
27,146
(4,570)
14,928
270,816

79,111
9,616
(1,155)
4,903
92,475
93,751

24,485
2,996
(115)
1,335
28,701
22,290

2,064
153
(285)
180
2,112
2,470

15,614
1,388
(1,953)
860
15,909
13,108

121,274
14,153
(3,508)
7,278
139,197
131,619
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The net book amount at December 31, 2009, includes
$45,113 million (2008: $31,998 million) of assets in the course
of construction. This amount excludes exploration and evaluation assets, information about which is provided below.
Oil and gas properties at December 31, 2009, include rights
and concessions of $20,790 million (2008: $19,495 million).
The minimum contractual commitments for capital expenditure at December 31, 2009, amounted to $3.0 billion (2008:
$5.3 billion).
The depreciation, depletion and amortisation charge for the
year includes:

Oil and Gas
Properties
777
432

2009
Impairment losses
Impairment reversals

Exploration and evaluation assets, which mainly comprise unproved properties (rights and concessions) and capitalised
exploration drilling costs, included within the amounts shown
above for oil and gas properties are as follows:
$ Million
2009
2008
Cost
At January 1
Capital expenditure
Sales, retirements, currency translation differences
and other movements
At December 31
Depreciation, depletion and amortisation
At January 1
Charge for the year
Sales, retirements, currency translation differences
and other movements
At December 31
Net book amount at December 31

18,486
3,288

11,480
9,293

(1,349)
20,425

(2,287)
18,486

1,476
1,051

1,678
430

(628)
1,899
18,526

(632)
1,476
17,010

Manufacturing
and Processing
1,422
151

$ Million
Transportation
and Storage
44
—

Marketing and
Other
144
—

Total
2,387
583

Author’s Note
See section 2, beginning with paragraph 2.307, for a
more comprehensive discussion of recognition, measurement, presentation, and disclosure requirements
set forth in IAS 19 and a comparison to U.S. GAAP
requirements. This subsection only provides a brief
overview of the effects of IAS 19 on the statement of
comprehensive income.

Recognition and Measurement
IFRSs
3.140 For most employee benefits, IAS 19 requires an entity

to recognize both a liability and related expense in profit or
loss when it is probable that settlement of the obligation will
result in an outflow of economic benefits and the cost can be
estimated reliably, except to the extent that the cost may be
included in the cost of an asset.
3.141 An entity should recognize termination benefits as a

IAS 19, EMPLOYEE BENEFITS
IFRS Overview and Comparison
to U.S. GAAP
3.139

Employee benefits are all forms of consideration
given by an entity for services rendered by its employees.
IAS 19, Employee Benefits, establishes the requirement of
accounting for four general categories of employee benefits
within its scope: short term (for example, wages and compensating absences); postemployment (for example, pensions);
other long term (for example, long-term disability); and termination benefits (for example, severance pay). An entity
should account for all employee benefits, except those to
which IFRS 2, Share-based Payment, applies, in accordance
with IAS 19.

liability and expense when the entity is demonstrably committed to terminate employment before normal retirement or
provide such benefits due to an offer encouraging voluntary
termination.
3.142

With respect to postemployment benefits, IAS 19
requires an entity to recognize the net total of the following
amounts as an expense in profit or loss, except as otherwise
required or permitted to be included in the cost of an asset:
• Service cost
• Interest cost
• Expected return on plan assets and any reimbursement
rights
• Actuarial gains or losses, if any (see the following
paragraph)
• Past service cost
• Effect of any curtailments or settlements
• Effect of the limit on recognition of a defined benefit
asset, unless recognized in other comprehensive income

IFRS ATT 3.142

P1: PjU
ACPA166-03(2)

AICPA

AICPA-IFRS-ATT.cls

344

December 23, 2010

IFRS Accounting Trends & Techniques

3.143

For defined benefit plans, IAS 19 provides an entity with alternatives for recognizing the effects of actuarial
gains and losses. An entity can recognize only a portion of
actuarial gains and losses in profit or loss using the corridor
method. An entity should apply the corridor method to each
defined benefit plan separately. An entity using the corridor
method should determine the amount, if any, of unrecognized
actuarial gains or losses to be recognized in profit or loss as
follows:
a. Determine the amount by which the net cumulative unrecognized actuarial gains and losses exceed the greater
of 10 percent of the present value of the defined benefit
obligation and 10 percent of the fair value of the plan
assets. (If this amount is zero or negative, no expense is
recognized.)
b. Divide the excess, if any, by the expected average remaining working lives of plan participants and recognize this amount as an expense. (If there is no excess,
no expense is recognized.)
Alternatively, IAS 19 states that an entity may use a systematic method that recognizes actuarial gains or losses more
quickly, as long as the method treats gains and losses the
same and is applied consistently from period to period. If the
entity chooses to recognize all actuarial gains and losses on
all its defined benefit plans in the period in which they occur,
it can recognize them in other comprehensive income, rather
than profit or loss.
U.S. GAAP

3.144

Like IFRSs, U.S. GAAP requires an entity to recognize obligations and corresponding expenses when settlement of the obligation is probable and the amount can
be measured reasonably. FASB ASC 710, Compensation—
General addresses general employee compensation (such as
salaries, wages, and compensating absences); deferred compensation;, and lump sum payments under union contracts.
FASB ASC 712, Compensation—Nonretirement postemployment Benefits, FASB ASC 715, Compensation—Retirement
Benefits, and FASB ASC 718, Compensation—Stock Compensation, address postemployment nonretirement benefits;
pensions and other retirement benefits; and stock compensation respectively.

3.145 With respect to defined benefit postemployment ben-

efit plans, FASB ASC 715 requires an entity to recognize
essentially the same components on the income statement as
IAS 19, except that FASB ASC 220-10-55-2(h) requires an
entity to report in other comprehensive income the following items associated with pensions and other postretirement
benefits:
• Gains and losses and transition assets or obligations to
the extent these items are not recognized immediately
as a component of net periodic pension cost, and
• Prior service costs or credits.

Presentation
3.146 Neither IAS 19 nor the FASB ASC requires an entity

to present employee benefits as a separate line item(s) in the
statement of comprehensive income. An entity may disaggregate information either on the statement or in the notes.
However, it is common in practice for actuarial gains and
losses to be shown as a separate line item in other comprehensive income.

IFRS ATT 3.143
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Disclosure
IFRSs
3.147

IAS 19 requires an entity to disclose amounts recognized in the statement of comprehensive income. For the
expense recognized in profit or loss, an entity should disclose the components of the expense (for example, service
cost and interest cost). For the amount recognized in other
comprehensive income, an entity should separately disclose
actuarial gains and losses and the effect of the asset ceiling.
When the entity has opted to report all actuarial gains and
losses of the period directly in other comprehensive income,
the entity should disclose the cumulative amount recognized.
U.S. GAAP

3.148 FASB ASC 715 requires similar disclosures for items

reported on the income statement and in other comprehensive
income.

Presentation and Disclosure
Excerpts—Continuing Application
Author’s Note
When using the two-statement format for the Statement
of Comprehensive Income, several survey companies
use the title “Statement of Recognized Income and Expense” as the title for the statement that includes the information recognized in other comprehensive income.

Short-Term Benefits
3.149

Set Point Group Limited (Aug 2009)
Author’s Note
Set Point Group’s financial statements may not fully
reflect the requirements of IAS 1 revised because its
fiscal year end is August 31. It was not required to and
did not early adopt the revised standard.
GROUP INCOME STATEMENT (in part)
For the year ended 31 August 2009

Revenue
Cost of sales
Gross profit
Selling and administration
expenses
Other operating income
Other operating expenses
Operating profit

Notes
16

17
18
19

2009
R’000
359,376
(191,730)
167,646

2008
R’000
382,547
(201,958)
180,589

(108,735)
3,294
(13,266)
48,939

(106,380)
2,470
(2,117)
74,562
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NOTES TO THE GROUP FINANCIAL STATEMENTS
(in part)

Note 19. Operating Profit

For the year ended 31 August 2009

ACCOUNTING POLICIES (in part)
For the year ended 31 August 2009

Employee Benefits (in part)
Short-Term Employee Benefits
The costs of all short-term employee benefits are recognised during the period in which the employee renders the
related service. The accruals for employee entitlements to
salaries, performance bonuses and annual leave represent
the amounts which the Group has a present obligation to
pay as a result of the employee’s services and the obligation can be measured reliably. The accruals have been calculated at undiscounted amounts based on current salary levels
at the balance sheet date.

NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (in part)
Note 15. Trade and Other Payables

Trade payables
Sundry payables
Current portion of purchase consideration
payable (see note 11)
Short-term employee benefit and payroll
liabilities
Income received in advance
Value added taxation payable
Current portion of accruals (see note 14)

2009
R’000
17,754
9,546

2008
R’000
32,267
10,043

363

312

12,599
5,253
1,830
438
47,783

18,343
6,067
1,965
16
69,013

Includes:
Auditor’s remuneration
Audit fees
Underprovision previous year
Other services
Directors’ emoluments
Executive directors—including share option
gains
Non-executive directors
Details of directors’ emoluments is given in the
directors’ report
Depreciation
Foreign exchange losses
Professional fees—administrative and technical
Employment costs
Short-term employee benefits
Defined contribution retirement benefits
Post-retirement medical aid costs
Share based payment expenses
Operating lease expenses
Property
Plant, equipment and vehicles

2009
R’000

2008
R’000

(1,656)
(1,411)
(245)
—
(5,221)

(2,032)
(1,411)
(171)
(450)
(6,403)

(3,334)
(1,887)

(4,778)
(1,625)

(8,703)
(994)
(2,218)
(56,139)
(47,063)
(8,918)
(158)
(741)
(4,715)
(3,540)
(1,175)

(7,014)
(1,031)
(1,518)
(56 057)
(48,380)
(7,560)
(117)
(728)
(3,859)
(2,554)
(1,305)

Note 29. Related Party Transactions (in part)
Transactions With Key Management Personnel
The directors of the Group and the divisional managing directors of the Group’s principal operating subsidiary’s (Set
Point Industrial Technology (Proprietary) Limited) business
units have been identified as key management personnel of
the Group. The key management personnel costs were as
follows:

Short-term employee benefits
Bonus and performance related benefits
Equity compensation benefits

2009
R’000
11,141
3,350
—
14,491

2008
R’000
11,221
12,261
639
24,121

Post Employment Benefits—Actuarial Gains
and Losses Recognized Immediately in
Equity, Post-retirement Benefit Plan
Amendments
3.150

Alcatel-Lucent (Dec 2009)
Author’s Note
See section 2, Statement of Financial Position and Related Disclosures, for additional excerpts from AlcatelLucent’s financial statements related to the balance
sheet effects of and other issues related to postemployment benefit obligations.
IFRS ATT 3.150
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CONSOLIDATED INCOME STATEMENTS
(In Millions of Euros Except Per Share Information)
Revenues
Cost of sales(2)
Gross profit
Administrative and selling expenses(2)
Research and development expenses before capitalization
of development expenses
Impact of capitalization of development expenses
Research and development costs(2)
Income (loss) from operating activities before restructuring costs, impairment
of assets, gain/(loss) on disposal of consolidated entities, litigations and
post-retirement benefit plan amendments
Restructuring costs(2)
Litigations(3)
Impairment of assets
Gain/(loss) on disposal of consolidated entities(4)
Post-retirement benefit plan amendments
Income (loss) from operating activities

Notes
(5) & (6)
(4)
(4)

(5)
(27)
(7)
(3)
(25f)

2009 (1)
U.S. $21,723
(14,398)
7,325

2009
€15,157
(10,046)
5,111

2008
€16,984
(11,190)
5,794

2007
€17,792
(12,083)
5,709

(4,175)

(2,913)

(3,093)

(3,462)

(3,622)
6
(3,616)

(2,527)
4
(2,523)

(2,858)
101
(2,757)

(3,107)
153
(2,954)

(466)
(867)
(156)
—
142
355
(992)

(325)
(605)
(109)
—
99
248
(692)

(56)
(562)

(707)
(856)

(4,725)
(7)
47
(5,303)

(2,944)
—
258
(4,249)

2009
€ (504)
13
22
(9)
39
11
(9)
20

2008
€ (5,173)
(38)
(38)
—
112
5
(14)
19

2007
€ (3,477)
20
47
(27)
(993)
(4)
(7)
3

(582)
(1)
(53)
(573)
11
(1,077)

(1,965)
429
86
(1,371)
19
(6,544)

43
68
(14)
(880)
(24)
(4,357)

CONSOLIDATED STATEMENTS OF
COMPREHENSIVE INCOME
(In Millions of Euros)
Net income (loss) for the year
Financial assets available for sale:
• Valuation gains/(losses) taken to equity
• Transferred to profit or loss on sale
Cumulative translation adjustments
Cash flow hedging:
• Amount taken to equity
• Recycling in income (loss)
Actuarial gains (losses) and adjustments arising from asset ceiling
limitation and IFRIC 14
Tax on items recognized directly in equity
Other adjustments
Total other comprehensive income/(loss)
• Of which transferred to profit and loss
Total comprehensive income (loss) for the year

NOTES TO CONSOLIDATED FINANCIAL
STATEMENTS (in part)
Note 1. Summary of Accounting Policies (in part)
K/ Pension and Retirement Obligations and Other
Employee and Post-Employment Benefit Obligations
(in part)
In accordance with the laws and practices of each country
where Alcatel-Lucent is established, the Group participates
in employee benefit plans.
For defined contribution plans, the Group expenses contributions as and when they are due. As the Group is not liable
for any legal or constructive obligations under the plans beyond the contributions paid, no provision is made. Provisions
for defined benefit plans and other long-term employee benefits are determined as follows:
• using the Projected Unit Credit Method (with projected
final salary), each period of service gives rise to an

IFRS ATT 3.150

Notes
(17)

(28)

(25)
(9)

2009 (1)
U.S. $(722)
19
32
(13)
56
16
(13)
29
(835)
(1)
(76)
(821)
16
(1,543)

additional unit of benefit entitlement and each unit is
measured separately to calculate the final obligation.
Actuarial assumptions such as mortality rates, rates of
employee turnover and projection of future salary levels
are used to calculate the obligation;
• the “corridor” method is no longer used from January 1,
2007 (see below).
The service cost is recognized in “income from operating activities” and the interest cost and expected return on plan assets are recognized in “financial income (loss).” The impact of
plan amendments is presented on a specific line item of the
income statement if material (see Note 1p).
The amount of prepaid pension obligations cannot exceed
the net total present value of any available refund from the
plan or reduction in future contributions to the plan. The use
of excess pension plan assets to fund retiree healthcare obligations for formerly union-represented retirees is considered
a refund from the related plan. In particular, under Section 420
of the Internal Revenue Code in the United States of America
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as amended by the Pension Protection Act of 2006, AlcatelLucent can use excess pension plan assets applicable to
formerly union-represented retirees to fund the retiree healthcare plan for such retirees through 2013.
As of January 1, 2007, the Group has elected the option provided for in the amendment of IAS 19 “Employee Benefits—
Actuarial Gains and Losses, Group Plans and Disclosures”
(paragraphs 93A to 93D) that allows for the immediate recognition of actuarial gains and losses and any adjustments arising from asset ceiling limitations, net of deferred tax effects,
outside of the income statement in the statement of comprehensive income.
Regulations Governing First-Time Adoption
In accordance with the option available under IFRS 1, the
accumulated unrecognized actuarial gains and losses at the
transition date were recorded in equity. Before the change in
accounting method, which was retroactively applied from January 1, 2005, the corridor method had been applied starting
January 1, 2004.
Certain other post-employment benefits, such as life insurance and health insurance (particularly in the United States)
or long-service medals (bonuses awarded to employees for
extended service particularly in France and Germany), are
also recognized as provisions, which are determined by
means of an actuarial calculation similar to the one used for
retirement provisions.

the two categories of vendor financing as described in Note
1v) and capital gains (losses) from the disposal of intangible
assets and property, plant and equipment, and all other operating expenses or income regardless of their predictive value
in terms of nature, frequency and/or materiality.

Note 2. Principal Uncertainties Regarding the Use
of Estimates (in part)
G/ Pension and Retirement Obligations and
Other Employee and Post-Employment Benefit
Obligations (in part)
Actuarial Assumptions
Alcatel-Lucent’s results of operations include the impact of
significant pension and post-retirement benefits that are measured using actuarial valuations. Inherent in these valuations
are key assumptions, including assumptions about discount
rates, expected return on plan assets, healthcare cost trend
rates and expected participation rates in retirement healthcare plans. These assumptions are updated on an annual
basis at the beginning of each fiscal year or more frequently
upon the occurrence of significant events. In addition, discount rates are updated quarterly for those plans for which
changes in this assumption would have a material impact on
Alcatel-Lucent’s results or shareholders’ equity.
2009

2008

2007

P/ Income (Loss) From Operating Activities
Before Restructuring Costs, Impairment of Assets,
Gain/(Loss) on Disposal of Consolidated Entities,
Litigations and Post-Retirement Benefit
Plan Amendments and Income (Loss) From
Operating Activities

Weighted average expected rates of return
on pension and post-retirement plan
assets
Weighted average discount rates used to
determine the pension and
post-retirement obligations

Alcatel-Lucent has considered it relevant to the understanding
of the Group’s financial performance to present on the face
of the income statement a subtotal inside the income (loss)
from operating activities.
This subtotal, named “Income (loss) from operating activities before restructuring costs, impairment of assets,
gain/(loss) on disposal of consolidated entities, litigations and
post-retirement benefit plan amendments,” excludes those elements that are difficult to predict due to their nature, frequency and/or materiality.
Those elements can be divided in two categories:
• elements that are both very infrequent and material,
such as a major impairment of an asset, a disposal of
investments, the settlement of litigation having a material impact or a major amendment of a pension or other
post-retirement plan;
• elements that are by nature unpredictable in their
amount and/or in their frequency, if they are material.
Alcatel-Lucent considers that materiality must be
assessed not only by comparing the amount concerned
with the income (loss) from operating activities of the
period, but also in terms of changes in the item from one
period to another. For example, restructuring charges
have shown significant changes from one period to
another.
Income (loss) from operating activities includes gross margin,
administrative and selling expenses and research and development costs (see Note 1f) and, in particular, pension costs
(except for the financial component, see Note 1k), employee
profit sharing, valuation allowances on receivables (including

The net effect of pension and post-retirement costs included
in “income (loss) before tax, related reduction of goodwill and
discontinued operations” was a €150 million increase in pretax income during 2009 (€246 million increase in pre-tax
income during 2008 and a €628 million increase in pre-tax
income during 2007). Included in the €150 million increase in
2009 was €253 million booked as a result of certain changes
to management retiree pension and healthcare benefit plans
(refer to Note 25f). Included in the €246 million increase in
2008 was €65 million booked as a result of certain changes
to management retiree healthcare benefit plans (refer to
Note 25f). Included in the €628 million increase in 2007 was
€258 million booked as a result of certain changes to management retiree healthcare benefit plans (refer to Note 25f).

6.69%

7.04%

7.39%

5.84%

6.44%

5.54%

Discount Rates
Discount rates for Alcatel-Lucent’s U.S. plans are determined
using the values published in the “original” CitiGroup Pension Discount Curve which is based on AA-rated corporate
bonds. Each future year’s expected benefit payments are discounted by the discount rate for the applicable year listed
in the CitiGroup Curve, and for those years beyond the last
year presented in the CitiGroup Curve for which we have
expected benefit payments, we apply the discount rate of
the last year presented in the Curve. After applying the discount rates to all future years’ benefits, we calculate a single
discount rate that results in the same interest cost for the
next period as the application of the individual rates would
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have produced. Discount rates for Alcatel-Lucent’s non U.S.
plans are determined based on Bloomberg AA Corporate
yields.
Holding all other assumptions constant, a 0.5% increase
or decrease in the discount rate would have decreased or
increased the 2009 net pension and post-retirement result by
approximately €(35) million and €49 million, respectively.
Expected Return on Plan Assets
Expected return on plan assets for Alcatel-Lucent’s U.S. plans
are determined based on recommendations from our external
investment advisor and our own historical returns experience.
Our advisor develops its recommendations by applying the
long-term return expectations it develops for each of many
classes of investments, to the specific classes and values
of investments held by each of our benefit plans. Expected
return assumptions are long-term assumptions and are not
intended to reflect expectations for the period immediately following their determination. Although these assumptions are
reviewed each year, we do not update them for small changes
in our advisor’s recommendations. However, the pension expense or credit for our U.S. plans is updated every quarter
using the fair value of assets and discount rates as of the beginning of the quarter. The 2009 fourth quarter expected return on plan assets (accounted for in “other financial income
(loss)”) for Alcatel-Lucent’s U.S. plans is based on September
30, 2009 plan asset fair values. However, the expected return
on plan assets for Alcatel-Lucent’s non U.S. plans is based
on the fair values of plan assets at December 31, 2008.
Holding all other assumptions constant, a 0.5% increase
or decrease in the expected return on plan assets would
have increased or decreased the 2009 net pension and postretirement result by approximately €122 million.
Alcatel-Lucent recognized a U.S. $70 million increase between the third and the fourth quarters of 2009 in the net pension credit, which is accounted for in “other financial income
(loss).” The net pension credit increased due to an increase in
the expected return on plan assets for Alcatel-Lucent’s U.S.
plans resulting from the increase in the plan asset fair values and the expected change of the interest cost in relation
to the change in the liability. On Alcatel-Lucent’s U.S. plans,
Alcatel-Lucent expects a U.S. $30 million decrease in the net
pension credit to be accounted for in “other financial income
(loss)” between the 2009 fourth quarter and the 2010 first
quarter. Alcatel-Lucent does not anticipate a material impact
outside U.S. plans.
Asset Ceiling
According to IAS 19, the amount of prepaid pension costs that
can be recognized in our financial statements is limited to the
sum of (i) the cumulative unrecognized net actuarial losses
and prior service costs, (ii) the present value of any available
refunds from the plan and (iii) any reduction in future contributions to the plan. Since Alcatel-Lucent has used and intends
to use in the future eligible excess pension assets applicable
to formerly represented retirees to fund certain retiree healthcare benefits for such retirees, such use is considered as a
reimbursement from the pension plan when setting the asset
ceiling.
The impact of expected future economic benefits on the
pension plan asset ceiling is a complex matter. For formerly
union-represented retirees, we expect to fund our current retiree healthcare obligation with Section 420 Transfers from
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the U.S. Occupational pension plan. Section 420 of the U.S.
Internal Revenue Code provides for transfers of certain excess pension plan assets held by a defined pension plan into
a retiree health benefits account established to pay retiree
health benefits. We may select among numerous methods
available for valuing plan assets and obligations for funding
purposes and for determining the amount of excess assets
available for Section 420 Transfers. The assumptions to be
used for the January 1, 2010 valuation have not been chosen
at this time. Also, asset values for private equity, real estate,
and certain alternative investments, and the obligation based
on January 1, 2010 census data will not be final until late in
the third quarter of 2010. Prior to the Pension Protection Act
of 2006 (or the PPA), Section 420 of the U.S. Internal Revenue Code allowed for a Section 420 Transfer in excess of
125% of a pension plan’s funding obligation to be used to
fund the healthcare costs of that plan’s retired participants.
The Code permitted only one transfer in a tax year with transferred amounts being fully used in the year of the transfer. It
also required the company to continue providing healthcare
benefits to those retirees for a period of five years beginning
with the year of the transfer (cost maintenance period), at the
highest per-person cost it had experienced during either of
the two years immediately preceding the year of the transfer.
With some limitations, benefits could be eliminated for up to
20% of the retiree population, or reduced for up to 20% of
the retiree population, during the five year period. The PPA
as amended by the U.S. Troop Readiness, Veterans’ Care,
Katrina Recovery, and Iraq Accountability Appropriations Act
of 2007, expanded the types of transfers to include transfers
covering a period of more than one year of assets in excess
of 120% of the funding obligation, with the cost maintenance
period extended through the end of the fourth year following
the transfer period, and the funded status being maintained
at a minimum of 120% during each January 1 valuation date
in the transfer period. The amendments also provided for collective bargained transfers, both single year and multi-year,
wherein an enforceable labor agreement is substituted for
the cost maintenance period. Using variations of the available methods, we estimate that as of December 31, 2009,
the excess of assets above 120% of the plan obligations is
between $1.7 billion and $3.2 billion, and the excess above
125% of plan obligations is between $1.2 billion and $2.7 billion. However, deterioration in the funded status of the U.S.
occupational pension plan could negatively impact our ability
to make future Section 420 Transfers.

Note 25. Pensions, Retirement Indemnities and Other
Post-Retirement Benefits
In accordance with the laws and customs of each country, the
Group provides to its employees pension plans, certain medical insurance and reimbursement of medical expenses. In
France, Group employees benefit from a retirement indemnity
plan. In other countries, the plans depend upon local legislation, the business and the historical practice of the subsidiary
concerned.
In addition to state pension plans, the plans can be defined contribution plans or defined benefit plans. In the latter case, such plans are wholly or partially funded by assets
solely to support these plans (listed shares, bonds, insurance
contracts or other types of dedicated investments).
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State Plans
In certain countries, and more particularly in France and Italy,
the Group participates in mandatory social security plans organized at state or industry level, for which contributions expensed correspond to the contributions due to such state or
equivalent organizations. Such plans are considered to be
defined contribution plans. However, in certain countries, the
element of social security contributions paid that relates to
pension plans is not clearly identifiable.

salary increases) company by company. The assumptions for
2009, 2008 and 2007 are as follows (the rates indicated are
weighted average rates):

Discount rate
Future salary increases
Expected long-term return on
assets
Post-retirement cost trend rate

Other Defined Contribution Plans
The benefits paid out depend solely on the amount of contributions paid into the plan and the investment returns arising
from the contributions. The Group’s obligation is limited to the
amount of contributions that are expensed.
Contributions made to defined contribution plans (excluding
mandatory social security plans organized at state or industry
level) were €84 million for 2009 (€78 million for 2008 and €79
million for 2007).
Defined Benefit Plans
These plans have differing characteristics:
• life annuity: the retirees benefit from receiving a pension during their retirement. These plans are to be found
primarily in Germany, United Kingdom and the United
States;
• lump-sum payment on the employee’s retirement or departure. These plans are to be found primarily in France,
Belgium and Italy;
• post-employment medical care during retirement. In the
United States, Alcatel-Lucent reimburses medical expenses of certain retired employees and provides to retired employees with group life benefits.
Pensions and retirement obligations are determined in accordance with the accounting policies presented in Note 1k.
For former Lucent activities, Alcatel-Lucent maintains defined benefit pension plans covering employees and retirees,
a majority of which are located in the U.S., as well as other
post-retirement benefit plans for U.S. retirees that include
health care, dental benefits and life insurance coverage. The
U.S. pension plans feature a traditional service-based program, as well as a cash balance program. The cash balance
program was added to the defined benefit pension plan for
U.S. management employees hired after December 31, 1998.
No employees were transitioned from the traditional program
to the cash balance program. Additionally, employees covered by the cash balance program are not eligible to receive
company-paid post-retirement health and Group life coverage. U.S. management employees with less than 15 years of
service as of June 30, 2001 are not eligible to receive postretirement Group life and health care benefits. As from January 1, 2008, no new entrants are allowed into the defined
benefit plan for management retirees. On October 21, 2009,
Alcatel-Lucent USA Inc. froze the U.S. defined benefit management pension plan and the U.S. Supplemental pension
plan effective January 1, 2010. No additional benefits will accrue in these plans after December 31, 2009.

2009
5.41%
3.52%

2008
6.08%
3.91%

2007
6.04%
3.83%

6.69%
6.40%
to 5.90%

7.04%
6.90%
to 5.90%

7.39%
7.70%
to 5.90%

The above rates are broken down by geographical segment
as follows for 2009, 2008 and 2007:

2009
France
Belgium
United Kingdom
Germany
Rest of Europe
United States of America
Other
2008
France
Belgium
United Kingdom
Germany
Rest of Europe
United States of America
Other
2007
France
Belgium
United Kingdom
Germany
Rest of Europe
United States of America
Other

Discount
Rate

Future
Salary
Increases

Estimated
Long-Term
Return on
Assets

5.00%
5.00%
5.75%
5.00%
4.45%
5.48%
5.24%

3.50%
3.50%
4.95%
3.00%
2.87%
3.73%
4.46%

5.40%
4.00%
5.93%
3.00%
4.19%
6.96%
3.96%

5.25%
5.25%
6.00%
5.25%
4.77%
6.21%
5.19%

3.42%
4.00%
4.97%
3.00%
3.44%
3.99%
5.32%

5.40%
5.30%
6.67%
4.95%
5.10%
7.25%
4.30%

5.20%
5.20%
5.50%
5.20%
4.71%
6.19%
4.69%

3.36%
3.80%
4.49%
2.75%
3.01%
3.97%
4.28%

5.40%
5.30%
6.75%
4.33%
4.96%
7.62%
4.21%

The discount rates are obtained by reference to market
yields on high quality bonds (government and prime-rated
corporations—AA or AAA) in each country having maturity
dates equivalent to those of the plans.
For the euro Zone and United Kingdom the discount rates
used are the Bloomberg Corporate AA yields and for the U.S.
the Original CitiGroup pension discount yield curve was used.
These references comply with IAS 19 requirements and have
been retained consistently by us for years.
The returns on plan assets are determined plan by plan and
depend upon the asset allocation of the investment portfolio
and the expected future performance.

A/ Actuarial Assumptions
To determine actuarial valuations, actuaries have determined general assumptions on a country-by-country basis and specific assumptions (rate of employee turnover,
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B/ Components of Net Periodic Cost of
Post-Employment Benefit
(In Millions of Euros)
Service cost
Interest cost
Expected return on plan assets
Amortization of prior service cost
Effect of curtailments and settlements
Management pension and non represented healthcare plan amendment
Net periodic benefit (cost)
Of which:
• recognized in Income (loss) from operating activities before restructuring costs, impairment of assets,
gain/(loss) on disposal of consolidated entities, litigations and post-retirement benefit plan amendments
• recognized in restructuring costs
• management pension and non-represented healthcare plan amendment
• recognized in other financial income (loss)

2009
(126)
(1,510)
1,615
(3)
(79)
253
150

2008
(126)
(1,503)
1,852
(1)
(41)
65
246

2007
(158)
(1,575)
2,119
(4)
(12)
258
628

(129)
(79)
253
105

(127)
(41)
65
349

(162)
(12)
258
544

D/ Cumulative Amounts for Actuarial Differences
(Before Taxes) Booked Against the Consolidated
Statements of Comprehensive Income
(In Millions of Euros)
Balance at January 1
Net actuarial (losses)/gains during the period
Balance at December 31

2009
2008
(781) 2,973
(957) (3,754)
(1,738) (781)

2007
766
2,207
2,973

Post-Employment Benefits–Effect of Asset
Ceiling, Change in Accounting Policy for
Actuarial Gains and Losses
3.151

Crucell N.V. (Dec 2009)
CONSOLIDATED STATEMENTS OF INCOME
(in part)

2009
304,439
23,049
10,675
338,163

Year Ended December 31
2008
As Adjusted
226,055
30,202
10,900
267,157

Cost of product sales
Cost of service and license fees
Total cost of sales

(185,599)
(9,014)
(194,613)

(138,790)
(6,965)
(145,755)

(124,557)
(10,327)
(134,884)

Gross margin

143,550

121,402

68,902

6,870
12,969
19,839

5,380
10,772
16,152

7,086
2,244
9,330

(70,176)
(61,400)
7,199
(124,377)

(70,229)
(64,778)
4,888
(130,119)

(63,995)
(63,566)
(171)
(127,732)

39,012

7,435

(49,500)

(Amounts in Thousands of Euro, Except Per Share Data)
Product sales
License revenues
Service fees
Total revenues

Notes

4

Government grants
Other income
Total other operating income
Research and development
Selling, general and administrative
Reversal of impairment/(impairment)
Total other operating expenses
Operating profit/(loss)
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5.6/5.7

2007
As Adjusted
177,569
12,211
14,006
203,786
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Following the accounting policy adoption to recognize actuarial gains and losses in other comprehensive income as of January 1, 2009, the entries for defined benefit post-employment
plans were adjusted starting January 1, 2007. The impact of
this retrospective application is provided in note 1.5.1. The
accompanying notes are an integral part of these financial
statements.

CONSOLIDATED STATEMENTS OF
COMPREHENSIVE INCOME (in part)
Year Ended December 31
(Amounts in Thousands of Euro)
Profit/(loss) for the period
Foreign currency translation
Unrealized result on available for sale securities
Unrealized results on cash flow hedges
Actuarial gains and losses on pensions
Income tax
Other comprehensive income for the period, net of tax

Notes

2008
As Adjusted
14,250
(4,556)
(5,086)
(685)
(842)
257
(10,912)

2009
23,938
13,266
5,219
742
(8,217)
1,786
12,796

3.5
5.13
5.10
5.4

2007
As Adjusted
(44,334)
(20,363)
(2,330)
—
1,804
(388)
(21,277)

CONSOLIDATED STATEMENTS OF CHANGES IN
EQUITY (in part)

At January 1, 2007
Change in accounting policy
At January 1, 2007 (as adjusted)

Issued
Capital
15,553
—
15,553

Share
Premium
726,869
—
726,869

Net Unrealized
Gains Reserve
10,670
—
10,670

NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (in part)
(Amounts in thousands of Euro, except per share data or as
otherwise noted)

Note 1. General Information
1.4 Use of Estimates and Judgments (in part)
Valuation of Defined Benefit Plans
The pension liability recognized in the statement of financial
position is the present value of the defined benefit obligation
at the end of the financial year, less the fair value of the plan
assets after adding or subtracting unrecognized past-service
costs. The defined benefit obligation is calculated separately
for each plan by estimating the amount of future benefit that
employees have earned in return for their service in the current and prior periods. That benefit is discounted to determine
its present value.
The assumptions used in the actuarial calculation can have
a significant impact on the outcome. See note 5.10 ‘Retirement benefit obligations’ for more information on the Group’s
principal assumptions used in determining the employee benefit obligations for the defined benefit plans. Changes in these
key assumptions can have a significant impact on the defined
benefit obligations, funding requirements and periodic costs
incurred. The Group consults at least annually with external
actuaries regarding these assumptions.

Hedging
Reserve
—
—
—

Actuarial
Gains/(Losses)
on Pensions
—
383
383

Translation
Reserve
(7,933)
—
(7,933)

Accumulated
Deficit
(247,273)
(586)
(247,859)

Total
Equity
497,886
(203)
497,683

1.5 Changes in Accounting Policies (in part)
1.5.1 New Adopted Accounting Policies in the
Financial Year 2009 (in part)
Change in Accounting Policy
In 2009, the Group changed its policy in accounting for actuarial gains and losses of defined benefit pensions plans. Starting 2009, the Group recognizes actuarial gains and losses
in the period in which they occur in other comprehensive income. Previously the Group accounted for its actuarial gains
and losses arising from experience-based adjustments and
changes in actuarial assumptions in line with the ‘corridor’
method as described in IAS 19.92.
Recognition of actuarial gains and losses when they occur
provides more relevant and timely information, because it requires an employer to recognize all transactions and events
of a defined benefit postretirement plan in comprehensive income in the period in which they occur. The Group believes
that this view is confirmed by recent developments in the IASB
and current accounting regulations as issued by the FASB,
which propose to eliminate the smoothing and deferral mechanism of the “corridor” method.
In addition, the amount recognized in the statement of financial position can be reconciled more easily to the funded status of the defined benefit pension funds. The Group’s only remaining difference between the funded status and the amount
in the statement of financial position is the limitation on the
recognized defined benefit assets recognized due to the ‘asset ceiling.’
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The Group adjusted comparative amounts disclosed for
each prior period presented as if the new accounting policy
had always been applied. The impact on the December 31,
2009, 2008 and 2007 financial statements are as follows:
Year Ended December 31
2009
In Thousands of Euro
Statement of Income
Gross margin
Operating expenses
Profit (loss) before tax
Income tax
Profit/(loss) for the year
Statement of Comprehensive Income
Recognized income and (expense)

Before
Change

2008

Impact

After
Change

Before
Change

143,550
(132,084)
30,259
(12,367)
17,892

—
7,707
7,707
(1,661)
6,046

143,550
(124,377)
37,966
(14,028)
23,938

37,202

(468)

36,734

2007

Impact

After
Change

Before
Change

Impact

After
Change

121,402
(129,691)
6,276
8,310
14,586

—
(428)
(428)
92
(336)

121,402
(130,119)
5,848
8,402
14,250

68,902
(125,918)
(45,118)
2,208
(42,910)

—
(1,814)
(1,814)
390
(1,424)

68,902
(127,732)
(46,932)
2,598
(44,334)

4,106

(768)

3,338

(65,624)

13

(65,611)

As of December 31
2009
Statement of Financial Position
Provisions
Deferred tax liabilities
Equity attributable to equity holders
of the parent
Profit (loss) per share—basic
Profit (loss) per share—diluted
(1)

2007(1)

2008

5,671
19,325

1,921
(495)

7,592
18,830

6,158
16,985

1,299
(341)

7,457
16,644

5,334
29,267

233
(43)

5,567
29,224

739,691
0.25
0.25

(1,426)
0.09
0.08

738,265
0.34
0.33

453,492
0.22
0.22

(958)
(0.00)
(0.01)

452,534
0.22
0.21

441,103
(0.66)
(0.66)

(190)
(0.02)
(0.02)

440,913
(0.68)
(0.68)

The impact of the change in the accounting policy as at January 1, 2007 is presented separately in the consolidated statements of changes
in equity and the relevant notes to the financial statements.

When an entity applies an accounting policy retrospectively,
IFRS requires that as a minimum, three statements of financial position, and two of each of the other statements, and related notes are presented. An entity should present the statements of financial position as at the end of the current period,
the end of the previous period and as at the beginning of the
earliest comparative period. Security Exchange Commission
regulations require that all registrants should give two years of
comparatives (to the current year) for all statements except for
the statement of financial position, which requires one comparative year. Consequently the earliest comparative period
presented is the statement as at the beginning of the financial
year starting January 1, 2007. The Group chose not to disclose the statement of financial position as at December 31,
2007.

Note 2. Summary of Significant Accounting Policies
(in part)
2.15 Employee Benefits (in part)
Pensions
The Group operates both defined benefit plans and defined
contribution plans. For defined contribution plans, obligations
for contributions are recognized as an expense when they
are due. The Group has no obligation to pay further contributions into a defined contribution plan if the fund does not hold
sufficient assets to pay all plan benefits.
Under defined benefit plans, the pension entitlements are
calculated using the projected unit credit actuarial method.
The pension liability recognized in the statement of financial
position is the present value of the defined benefit obliga-
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tion at the end of the financial year, less the fair value of
the plan assets after adding or subtracting any unrecognized
past-service costs.
The defined benefit obligation is calculated separately for
each plan by estimating the amount of future benefit that employees have earned in return for their service in the current
and prior periods. The defined benefit obligation benefit is discounted to determine its present value and any unrecognized
past-service costs and the fair value of any plan assets are
deducted. For each plan the recognized assets are limited
to the net total of any cumulative unrecognized past-service
costs and the present value of any future refunds from the
plan or reductions in future contributions to the plan (the ‘asset ceiling’). The economic benefit available as a reduction in
future contributions is determined as the present value of the
estimated future service cost in each year less the estimated
minimum funding contributions required in respect of the future accrual of benefits in that year. All actuarial gains and
losses are recognized in the period in which they occur as a
component of other comprehensive income.

Note 5. Notes to the Specific Items of the
Consolidated Financial Statements
5.10 Retirement Benefit Obligations
The Group provides employee benefit plans to most of its
employees by means of various pension plans. These plans
comply with local regulations and practices in the countries in
which they operate and differ based on legal requirements, tax
legislation, local customs and economic conditions in those
countries. While the nature of the plans varies by country, in
general, the benefits provided depend on remuneration and
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years of service. Most of these benefits are administrated by
insurance companies or pension funds.
In 2009 the Group changed its policy in accounting for actuarial gains and losses of defined benefit pensions plans.
Starting 2009, the Group recognizes actuarial gains and
losses in the period in which they occur in other comprehensive income. Previously, the Group accounted for its actuarial
gains and losses arising from experience-based adjustments
and changes in actuarial assumptions in line with the ‘corridor’
method as prescribed in IAS 19.92.
The Group adjusted comparative amounts disclosed for
each prior period presented as if the new accounting policy had always been applied. See note 1.5.1 ‘New adopted
accounting policies in the financial year 2009’ in the financial
statements for further details on the change in accounting
policy.
In thousands of Euro
Year Ended December 31
Statement of income
Defined benefit plans
Defined contribution plans
Total
As of December 31
Statement of financial position
Defined benefit plans
Pension assets
Pension liability
Net pension asset—(liability)

2009

2008

2007

(73)
2,241
2,168

254
2,410
2,664

220
2,436
2,656

2009

2,923
(4,437)
(1,514)

2008

8,612
(4,009)
4,603

2007

7,397
(3,699)
3,698

The Group operates defined benefit plans in Switzerland, Korea and Sweden. The pension asset of €2,923 (2008: €8,612)
relates to the Swiss pension fund while the pension liability of
€4,437 (2008: €4,009) relates to the Swedish and the Korean
pension funds.
In total, 95% of the plan assets (2008: 97%) and 90% of the
defined benefit obligation (2008: 91%) relate to the Swiss pension fund. The Swiss mandatory pension fund is organized in
a foundation. The regular retirement age is 65, with the possibility of early retirement from the age of 59 and postponement
of retirement up to the age of 68. Contributions by employees
vary per age category and range from 1.25% for employees
between 18 and 24 to 8.75% of the insured income for employees between 60 and 68. Contributions by the employer
also vary per age category and range from 1.75% for employees between 18 and 24 to a maximum contribution of 22.25%
of the insured income for employees between 60 and 68. The
retirement pension at the age of 65 amounts to 6.4% of the
accrued retirement assets at retirement. The Swiss pension
fund provides a minimum benefit to its participants, which is
mandatory under Swiss law. In case of an underfunding of the
pension fund the employer is obliged to make an additional
contribution to the pension fund.

The assumptions used in the actuarial calculation can have
a significant impact on the outcome. The weighted average of
the principal assumptions used in determining the employee
benefit obligations for the defined benefit plans of the Group
are shown below:
Year Ended December 31
Discount rate
Expected return on plan assets
Future salary increases
Future pension increases

2009
3.42%
4.54%
1.22%
0.75%

2008
3.37%
4.53%
1.19%
0.71%

2007
3.40%
4.53%
1.22%
0.78%

Changes in the present value of the defined benefit obligation
are as follows:
In thousands of Euro
Year Ended December 31
Defined benefit obligation, January 1
Past service cost—vested obligations
Interest cost
Current service cost
Benefits paid
Actuarial (gains)/losses
Exchange differences
Defined benefit obligation,
December 31

2009
85,485
(1,563)
2,860
3,926
(3,100)
1,088
608

2008
74,506
—
2,165
3,748
(4,418)
3,038
6,446

2007
72,679
—
2,363
3,369
(2,450)
934
(2,389)

89,304

85,485

74,506

Changes in the fair value of plan assets are as follows:
In thousands of Euro
Year Ended December 31
Fair value of plan assets, January 1
Expected return on plan assets
Acquisition of subsidiaries
Contributions by employer
Contributions by participants
Benefits paid
Actuarial gains/(losses)
Exchange differences
Fair value of plan assets, December 31

2009
92,211
4,132
—
2,074
1,164
(3,100)
2,265
677
99,423

2008
99,032
4,606
—
598
1,053
(4,418)
(17,961)
9,301
92,211

2007
102,306
4,528
—
2,338
984
(2,450)
(5,727)
(2,947)
99,032

In 2010, the Group expects to contribute €2,100 to its defined
benefit pension plans. The actual return on plan assets for the
year ended December 31, 2009 amounted to a gain of €6,397
(2008: loss of €13,355).
The costs for defined benefit plans are as follows:
In thousands of Euro
Year Ended December 31
Current service cost
Interest cost
Expected return on plan assets
Past service cost
Employee contributions

2009
3,926
2,860
(4,132)
(1,563)
(1,164)
(73)

2008
3,748
2,165
(4,606)
—
(1,053)
254

2007
3,369
2,363
(4,528)
—
(984)
220
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The amounts recognized in other comprehensive income are
as follows:
In thousands of Euro
Year Ended December 31
The effect of changes in the asset ceiling
Actuarial (gains) and losses

As of December 31
Cumulative actuarial (gains) and losses

2009
9,394
(1,177)
8,217

2008
(20,157)
20,999
842

2007
(8,465)
6,661
(1,804)

2009
6,757

2008
(1,460)

2007
(2,302)

The amounts in the statement of financial position are determined as follows:
In thousands of Euro

Defined benefit obligation
Fair value of plan assets
Funded status
Amount not recognized as asset due to asset ceiling
Net pension (liability)/asset

December 31, 2009
(89,304)
99,423
10,119
(11,633)
(1,514)

December 31, 2008
(85,485)
92,211
6,726
(2,123)
4,603

January 1, 2007
(72,679)
102,306
29,627
(30,493)
(866)

The impact of the change in accounting policy on the net
pension liability as at January 1, 2007 is an amount of €248.
The total net pension liability as at January 1, 2007 increased
from €618 to €866.
In thousands of Euro
Year Ended December 31
Defined benefit obligation
Plan assets
Surplus
Experience adjustments on plan liabilities—(loss)/gain
Experience adjustments on plan assets—(loss)/gain

2009
(89,304)
99,423
10,119
(0.4)%
2.2%

The major categories of plan assets as a percentage of the
fair value of total plan assets are as follows:

Bonds
Equity
Property
Other

2009
42.2%
24.3%
25.1%
8.4%
100.0%

2008
44.9%
22.0%
28.4%
4.7%
100.0%

The overall expected rate of return on assets is determined
based on the market prices expected to be applicable to the
period over which the obligation is to be settled and the relative
weight of the separate categories of plan assets.

IFRS ATT 3.151

2008
(85,485)
92,211
6,726
(3.0)%
(10.0)%

2007
(74,506)
99,032
24,526
(1.7)%
(5.8)%

2006
(72,679)
102,306
29,627
1.1%
(0.2)%
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5.19 Provisions, Commitments and Contingencies (in part)
In thousands of Euro
Restructuring
—

Litigation
855

Employee Benefits
3,699

Other
1,013

Total
5,567

Arising during the year
Utilised
Unused amounts reversed
Movement defined benefit liability
Exchange adjustment
At December 31, 2008

684
(74)
—
—
—
610

705
(2)
—
—
90
1,648

—
—
—
(207)
517
4,009

626
(491)
(33)
—
75
1,190

2,015
(567)
(33)
(207)
682
7,457

Current 2008
Non-current 2008
At January 1, 2009
Arising during the year
Utilised
Unused amounts reversed
Movement defined benefit liability
Exchange adjustment
At December 31, 2009

610
—
610
300
(541)
(69)
—
—
300

—
1,648
1,648
247
(88)
—
—
4
1,811

—
4,009
4,009
—
—
—
399
29
4,437

971
219
1,190
911
(934)
(134)
—
11
1,044

1,581
5,876
7,457
1,458
(1,563)
(203)
399
44
7,592

Current 2009
Non-current 2009

—
300

—
1,811

—
4,437

739
305

739
6,853

At January 1, 2008

The impact of the change in accounting policy on provisions
as at January 1, 2007 is an amount of €248, which is due to
an increase of the employee benefits. The total provision as
at January 1, 2007 increased from €8,006 to €8,354.

Post-Employment Benefits—Corridor Method,
Termination Benefits, Other Long-Term
Benefits
3.152

Swiss Life Holding Ltd (Dec 2009)
CONSOLIDATED STATEMENT OF INCOME FOR
THE YEARS ENDED 31 DECEMBER (in part)
In CHF Million
Continuing Operations
Expenses
Benefits and claims underinsurance contracts
Benefits and claims underinvestment contracts with discretionary participation
Benefits and claims recovered from reinsurers
Net insurance benefits and claims
Policyholder participation
Interest expense
Commission expense
Employee benefits expense
Depreciation and amortisation expense
Impairment of property and equipment and intangible assets
Other expenses

Notes

8
8
8
8
8
16,17
8

2009

2008

–11,858
–129
103
–11,884
–1,539
–353
–1,008
–1,049
–633
–24
–764

–12,844
–184
113
–12,915
429
–393
963
–1,041
–518
–4
–793
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NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (in part)

Note 23. Employee Benefits (in part)

Note 2. Summary of Significant Accounting Policies
(in part)

Employees are covered under various funded and unfunded
pension plans. When a third party will reimburse some or all of
the expenditure for employee benefits and the rights to reimbursement do not qualify as plan assets, they are treated as
a separate asset rather than as a deduction from the obligation. In all other respects the treatment is the same as
for plan assets. Participation in the various plans is based
either on completion of a specific period of continuous service or on the date of hire. Benefits are based on the employee’s credited years of service and average compensation
in the years preceding retirement. Annual funding requirements are determined based on actuarial methods or local
requirements.
Due to the requirements of IFRS 4 Insurance Contracts
in combination with IAS 19 Employee Benefits, insurance
contracts issued to defined benefit plans covering own employees are eliminated. Insurance contracts issued to defined benefit plans covering own employees have been issued
in Switzerland and France. Certain assets relating to these
plans qualify as plan assets and are therefore not eliminated.
These plans are accounted for as partially funded plans. To
the extent these plans are not funded by amounts included
in the plan assets, the defined benefit liabilities are backed
by the investments relating to the eliminated insurance contracts. These investments are part of the investments presented in the consolidated balance sheet of the Swiss Life
Group.
The net asset/liability position does not incorporate any reimbursement rights.
The major part of the defined benefit liability arises from
plans covering employees in Switzerland. The primary benefit of those plans is an old-age pension paid out after reaching retirement age. The amount of the pension is defined in
relation to final salary and depends on completion of years
of service (including years of service purchased by the employee with transferred funds from plans of former employers). There are options for early retirement (with reduction
of the pension amount determined with actuarial methods)
and for choosing to receive a lump-sum payment instead of
a pension. Other benefits comprise survivors’/orphans’ pensions in case of death as well as disability pensions (if disabled before retirement age). The plans are funded by the
employer through ordinary contributions determined with actuarial methods where, under Swiss law, a part (generally
less than 50% of the total contribution) is deducted from the
employee’s gross salary. Further funding comprises mandatory transfers of funds made by new employees from plans
of former employers, discretionary contributions by employees (within plan restrictions) and the earnings on the plan
assets.
The contributions relating to the continuing operations expected to be paid for the year ending 31 December 2010 are
CHF 60 million. These contributions include amounts paid to
insurance contracts issued to defined benefit plans covering
own employees.

Defined Benefit Plans

2.21 Employee Benefits
POST-EMPLOYMENT BENEFITS—The Swiss Life Group
provides post-employment benefits under two types of arrangements: defined benefit plans and defined contribution
plans.
The assets of these plans are generally held separately
from the Group’s general assets in trustee-administered
funds. Defined benefit plan contributions are based upon regulatory requirements and/or plan terms. The Group’s defined
benefit obligations and the related service costs are determined at each balance sheet date by a qualified actuary, using
the Projected Unit Credit Method.
The amount recognised in the balance sheet represents the
present value of the defined benefit obligations, reduced by
the fair value of plan assets and adjusted for unrecognised actuarial gains and losses and unrecognised past service costs.
The recognition of a resulting asset is limited to the total of
any cumulative unrecognised net actuarial losses and past
service costs and the present value of any future refunds from
the plans or reductions in future contributions to the plans.
Unrecognised actuarial gains and losses which exceed
10% of the greater of the present value of the defined benefit
obligations and the fair value of plan assets at the end of the
previous reporting period are recognised in income over the
expected average remaining working lives of the employees
participating in the plans.
Insurance contracts issued to a defined benefit pension
plan covering own employees have generally been eliminated.
However, certain assets relating to these plans qualify as plan
assets and are therefore not eliminated. These plans are accounted for as partially funded plans.
The Group recognises the contribution payable to a defined
contribution plan in exchange for the services of the employees rendered during the period as an expense.
HEALTHCARE BENEFITS—Some Group companies provide healthcare benefits to their retirees. The entitlement to
these benefits is usually based on the employee remaining in
service up to the retirement age and the completion of a minimum service period. The expected costs of these benefits
are accounted for in the same manner as for defined benefit
plans.

Note 8. Details of Certain Items in the Consolidated
Statement of Income (in part)
Employee Benefits Expense
In CHF Million
Wages and salaries
Social security
Defined benefit plans
Defined contribution plans
Other employee benefits
Total employee benefits expense

IFRS ATT 3.152

Notes

23

2009
674
172
118
1
84
1,049

2008
676
169
112
1
83
1,041
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Amounts Recognised in the Consolidated
Balance Sheet
In CHF Million
Present value of wholly and partly funded
obligations
Fair value of plan assets
Present value of unfunded obligations
Unrecognised actuarial gains (–)/losses (+)
Unrecognised past service cost
Net defined benefit asset(+)/liability(–)
The Net Defined Benefit Asset/Liability
Consists of
Gross defined benefit liabilities
Gross defined benefit assets
Employee Benefit Liabilities Consist of
Gross defined benefit liabilities
Other employee benefit liabilities
Total employee benefit liabilities
Amount of insurance contracts not
included in plan assets

Defined Benfit Plans

31.12.2009

31.12.2008

–2,313
296
–72
231
—
–1,858

–2,218
268
–74
165
21
–1,838

–2,025
167

–2,003
165

–2,025
–96
–2,121

–2,003
–82
–2,085

2,047

2,019

CHF 75 million relating to holiday and bonus accruals has
been reclassified from insurance and other payables to employee benefit liabilities as at 31 December 2008.
Amounts Recognised in the Consolidated
Statement of Income
In CHF Million
Current service cost
Interest cost
Expected return on plan assets
Net actuarial gains (–)/losses (+)
Past service cost
Employee contributions
Effect of curtailments or settlements
Total defined benefit expense

2009
72
75
–10
5
—
–24
—
118

2008
77
82
–15
0
2
–34
0
112

Actual return on plan assets (gains
(–)/losses (+))

–36

94

In CHF Million
Changes in the Present Value of the
Defined Obligation
Balance as at 1 January
Current service cost
Interest cost
Contributions by plan participants
Actuarial gains (+)/losses (–)
Benefits paid
Past service cost
Curtailments and settlements
Foreign currency translation differences
Balance as at end of period

2009

2008

–2,292
–72
–75
–79
–98
205
21
4
1
–2,385

–2,320
–77
–82
–99
82
205
–24
3
20
–2,292

Changes in the Fair Value of Plan Assets
Balance as at 1 January
Expected return on plan assets
Actuarial gains (+)/losses (–)
Contributions by the employer
Contributions by plan participants
Benefits paid
Curtailments and settlements
Foreign currency translation differences
Baance as at end of period

268
10
26
32
–25
–11
–4
0
296

371
15
–109
17
–4
–8
–3
–11
268

Categories of Plan Assets
Equity instruments
Debt instruments
Other assets
Total plan assets

87
101
108
296

56
118
94
268

55

31

Plan assets include own equity instruments
Defined Benfit Plans
In CHF Million
Historical
Information
Present value of
defined benefit
obligation
Fair value of plan
assets
Difference
Experience
adjustments on
plan liabilities
Experience
adjustments on
plan assets

2009

2008

2007

2006

2005

–2,385

–2,292

–2,320

–3,065

–2,937

296
–2,089

268
–2,024

371
–1,949

496
–2,569

302
–2,635

–23

5

18

–57

–67

26

–108

–47

43

49

Principal Actuarial Assumptions (Weighted Averages)

Discount rate
Expected rate of return on plan assets
Future salary increases
Future pension increases

2009
3.4%
4.0%
1.6%
0.9%

2008
3.7%
4.1%
1.6%
0.9%
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Defined Contribution Plans
Certain subsidiaries sponsor various defined contribution
plans. Participation in the various plans is based either on
completion of a specific period of continuous service or on
the date of hire. The plans stipulate contributions by both
employers and employees. The expenses under these plans
from continuing operations amounted to CHF 1 million in 2009
(2008: CHF 1 million).
Other Long-Term Employee Benefits
The liability for long-term employee benefits amounted to CHF
7 million as at 31 December 2009 (2008: CHF 6 million). It
relates to part-time employment contracts prior to retirement
and to profit-sharing arrangements for certain employees.

Recognition and Measurement
IFRSs
3.156 An entity should apply the accounting for share-based

payments in IFRS 2 to equity-settled, cash-settled, and other
transactions in which it receives or acquires goods or services in exchange for its equity instruments (equity-settled),
amounts based on the price or value of these instruments
(cash settled), or when either the entity can settle with or the
supplier (employee) can choose to receive the entity’s equity
instruments.
3.157 In the case in which the supplier chooses the settle-

IFRS Overview and Comparison
to U.S. GAAP

ment option, IFRS 2 considers the entity to have issued a
compound financial instrument. This compound instrument
includes both a debt component (that is, the supplier’s right
to demand payment in cash) and an equity component (that
is, the supplier’s right to demand settlement in equity instruments rather than in cash). When the fair value of the goods or
services is measured directly, the entity should measure the
debt component (that is, the right to receive cash) first and
then measure the equity component as the difference between
the fair values of the goods and services and the debt component. In the case the entity chooses the settlement option,
the entity may still recognize a liability if the option to issue
equity has no commercial substance (for example, the entity
is prohibited from issuing equity) or it has a past practice of
always settling in cash. Only if no present obligation exists
should the entity account for the transaction as equity-settled.

3.153 The objective of IFRS 2, Share-based Payment, is

3.158 Under IFRS 2, at the time the entity receives goods or

Termination Benefits
The termination benefit liability totalling CHF 0.1 million for
the year ended 31 December 2009 (2008: CHF 0.8 million)
arose as a result of early retirements.

IFRS 2, SHARE-BASED PAYMENT

to reflect the effects of share-based payment transactions,
whether with employees or others, in an entity’s profit or
loss and financial position for the reporting period. IFRS 2
defines share-based payment transactions as transfers of an
entity’s equity instruments by its shareholders to parties that
have supplied goods or services to the entity, including employees, unless the transfer is clearly for a purpose other than
payment for goods or services supplied to the entity. Included
in this definition are transfers of equity instruments of the entity’s parent, or equity instruments of another entity in the
same group as the reporting entity, to parties that have supplied goods or services to the entity. The term goods includes
inventories, consumables, PPE, intangible assets, and other
nonfinancial assets.
3.154 Also within the scope of IFRS 2 are share options

(for example, contracts giving the holder the right, but not
the obligation, to subscribe to an entity’s shares at a fixed
or determinable price for a specific period of time) and other
equity instruments granted to employees as part of their compensation for services rendered to the entity.
3.155 The revisions to IFRS 3, Business Combinations, in

2008 amended the guidance in IFRS 2 related to business
combinations. An entity should apply those amendments for
annual periods beginning on or after July 1, 2009. If an entity
applies IFRS 3 (revised 2008) in an earlier period, the entity
should apply the amendments to IFRS 2 from that earlier
period.
Author’s Note
See section 2, beginning with paragraph 2.354, for further discussion of accounting for share-based payments
and comparison to U.S. GAAP.

IFRS ATT 3.153

services, it should recognize the goods and services received
and either a corresponding decrease in equity for equitysettled transactions or a liability for cash-settled transactions.
When such transactions do not result in recognition of an asset, the entity recognizes an expense in profit or loss.
3.159 The entity should measure equity-settled transactions

at the fair value of the goods and services received, unless
the fair value cannot be measured reliably. Otherwise, the
entity measures the transaction at the fair value of the equity
instruments granted. The latter measurement is generally the
case for services received from employees. In contrast, when
goods or services are received from nonemployees, IFRS 2
states that there is a rebuttable presumption that transactions
with others can be measured directly by reference to the fair
value of the goods or services received.
3.160 An important issue with respect to share-based pay-

ments is whether the supplier is vested (entitled to the payment) at the time of the grant. When suppliers are vested
immediately, the entity recognizes the transaction as if the
services have been received in full. When the entity requires
suppliers to complete an additional period of service before
vesting, it should recognize the services received over the
vesting period.
3.161 When share-based payment transactions are mea-

sured by reference to the fair value of the equity instruments
granted, IFRS 2 requires an entity to measure the transaction
at the grant date for transactions with employees and at the
date the entity receives the goods or services for other suppliers. Only when market prices are not available should the
entity estimate the fair value of the equity instruments using a valuation technique consistent with generally accepted
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valuation methodologies for financial instruments. An entity
should incorporate in the formula the factors and assumptions that knowledgeable and willing parties to the transaction
would incorporate.
3.162 An entity should incorporate market-vesting and non-

vesting conditions into the fair value estimation process but
not performance-vesting conditions or reload features.
3.163 An entity should not make subsequent adjustments

to either the goods or services rendered or equity after the
vesting date, even when employees forfeit the instruments
granted.
3.164 In the rare case that the fair value of neither the goods

and services nor the equity instruments can be measured reliably, the entity should measure the equity instruments at
intrinsic value at the date the entity receives the goods or services. Subsequently, the entity should remeasure the intrinsic
value of the equity instruments at each reporting date and the
final settlement date and recognize the change in intrinsic
value in profit or loss. The entity should also recognize the
goods or services received based on the number of equity
instruments that ultimately vest or are exercised.
3.165 An entity should only recognize the effects of mod-

ifications to the terms or conditions on which equity instruments are granted when the modifications increase the total
fair value of the share-based payment transaction. When a
grant is cancelled or settled during the vesting period, other
than by forfeiture, the entity should consider this action to
be an acceleration of vesting and recognize the remaining
amount immediately. An entity should account for any payments to employees from such cancellation or modification
as a return of equity. An entity should consider grants of new
equity instruments as replacements of those cancelled and
account for them as if they were modifications.
3.166 An entity should measure cash-settled transactions

(for example, share appreciation rights) at the fair value of
the liability incurred. Until the liability is settled, the entity
remeasures the liability at the end of each reporting period
and at settlement and recognizes the change in the liability in
profit or loss for the period.

359

a liability. FASB ASC 718-10-25 provides more extensive
guidance to an entity in making this classification and addresses the following instruments specifically:
• Puttable or callable shares that do not meet certain
conditions
• Options or similar instruments related to shares that the
entity either has recognized as a liability or could be
required to settle in cash or other assets
• Awards indexed to another factor besides the entity’s
share price
• Awards with substantive terms that differ from the written terms
• Awards with a provision permitting broker-assisted
cashless exercise
• Awards with a provision related to the entity’s minimum
statutory withholding requirements
For all other instruments, FASB ASC 718-10-25-6 directs the
entity to the general requirements of U.S. GAAP for distinguishing liabilities from equity. IFRS 2 does not specifically
address the preceding instruments.
3.169 Like IFRSs, FASB ASC 718-10-30-1 generally re-

quires measurement of the share-based payment transaction
at fair value at the grant date but deviates from this measurement in certain circumstances).
3.170 For employee share-based payments, FASB ASC

718-10-30-2 requires an entity to measure the transaction
at the fair value of the equity instruments, except as noted
above when a reasonable estimate of fair value is not possible. As stated by paragraphs 6–7 of FASB ASC 718-10-30, an
entity should measure these instruments based on observable
market prices for options or other instruments with similar
features and conditions and include factors such as volatility.
3.171 Like IFRSs, FASB ASC 718-10-30 includes specific

requirements for whether and how to incorporate vesting
conditions, nontransferability, performance or services conditions, market conditions, and reload and contingency features, among others, into the measurement of the transaction.
3.172 Like IFRSs, FASB ASC 718-10-30-22 and 718-10-

U.S. GAAP

55-9 also requires entities to use intrinsic value when the
entity cannot reasonably estimate the fair value of the equity
instrument and require an entity to remeasure liabilities at
each reporting date and at the settlement date.

3.167 U.S. GAAP separates its guidance on equity-based

3.173 FASB ASC 505-50-50-6 requires measurement of

payments to employees and nonemployees, and the guidance differs in some respects. However, as expressed in SEC
Staff Accounting Bulletin topic 14(A), “Share-Based Payment Transactions with Nonemployees,” of SEC Codification
of Staff Accounting Bulletins, the SEC staff believes that, generally, an entity should apply by analogy the U.S. guidance
for employee share-based payments to share-based payment
transactions with nonemployees, unless other authoritative
accounting literature more clearly addresses the appropriate
accounting or the application of this guidance would be inconsistent with the terms of the instrument issued. Therefore,
the remainder of this section only compares IFRS 2 with the
requirements for employee share-based payments in FASB
ASC 718, Compensation—Stock Compensation.

3.174 FASB ASC 718-40 and 718-50 also provide separate

3.168 Like IFRS 2, FASB ASC 718 prescribes different ac-

3.175 For each class of share capital, IAS 1 requires an

counting treatments for equity-settled and cash-settled sharebased payment transactions because this classification determines whether the entity recognizes a change in equity or

share-based payments to nonemployees at either the fair value
of the goods or services received or the fair value of the equity instruments, whichever is more reliably measurable. In
contrast, when the fair value of the goods or services can
be measured reliably, IFRS 2 requires an entity to use that
measure.
guidance on accounting for employee stock ownership plans
and employee share purchase plans.

Presentation
IFRSs
entity to present shares reserved for share issue under options and contracts for the sale of shares, including terms and
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amounts, either in the balance sheet, statement of changes in
equity, or in the notes.
U.S. GAAP

understand the effects of share-based payment transactions
on the balance sheet and the statement of comprehensive
income. In contrast, FASB ASC 718-10-50 specifies more
items that an entity should disclose (for example, cash flow
effects and amount capitalized as part of the cost of an asset).

3.176 FASB ASC 718 does not provide specific guidance

on presentation. Like other compensation, stock compensation could be included in cost of goods sold or administrative
expenses as appropriate. Related liabilities are recognized
on the balance sheet but are not required to be separate line
items. However, topic 14(A) of SEC Codification of Staff Accounting Bulletins requires this expense to be included in the
same line item as cash compensation to the same employee.

Disclosure
IFRSs

Presentation and Disclosure
Excerpts—Continuing Application
Author’s Note
For completeness, related excerpts from the statement
of changes in equity are provided for each of the provided disclosure excerpts.

3.177 IFRS 2 requires an entity to disclose information that

enables users of its financial statements to understand the
effect of share-based payments on the financial statements.
At a minimum, IFRS 2 requires disclosures about the various
share-based payment arrangements in existence during the
period, including the following:
• Detailed descriptions, including general terms and
conditions
• Number and weighted average exercise prices of share
options outstanding at the beginning of the period; options granted, exercised, forfeited, and expired during
the period; and options exercisable and outstanding at
the end of the period
• For options exercised, weighted average share price on
exercise dates
• For options outstanding at the end of the period, range
of exercise prices and weighted average remaining lives
3.178 IFRS 2 also requires disclosures about the methods

used to determine the fair value of the goods or services or
the equity instruments granted. For share options, these disclosures include option pricing models used, inputs to those
models, assumptions required, information about volatility,
and how other features of the arrangement have been incorporated into the model. For other instruments, these disclosures include whether the entity used observable market data,
how that data was determined, and whether the model took
dividends into account. An entity should also disclose information about any modifications made to these arrangements.
3.179 With respect to the effects of share-based payment

transactions on profit or loss, an entity should disclose the
total expense recognized immediately in profit or loss during the period, with separate disclosure of the amount associated with equity-settled transactions. When the entity has
recognized liabilities, the entity should disclose end of period
amounts of the total carrying amount and total intrinsic value
of liabilities for which the suppliers’ rights are vested.
3.180 IAS 24, Related Party Transactions, also requires dis-

closures about share-based payments.
U.S. GAAP
3.181 U.S. GAAP disclosure requirements are very similar

to those in IFRS 2. IFRSs rely more heavily on the principle
that an entity should disclose information that enables users to

IFRS ATT 3.176

Stock Option Plan—Cash Settled
and Equity Settled
3.182

Panalpina World Transport (Holding) Ltd
(Dec 2009)
CONSOLIDATED INCOME STATEMENT (in part)
For the years ended 31 December 2009 and 2008
In Thousand CHF
Forwarding services
Customs, duties and taxes
Net forwarding revenue
Forwarding services from
third parties
Gross profit
Personnel expenses
Other operating expenses
Gains on sales of
non-current assets
EBITDA

Notes

5

2009
7,340,327
(1,382,414)
5,957,913

2008
10,597,121
(1,719,472)
8,877,649

5
5
6
9

(4,581,020)
1,376,893
(879,142)
(418,518)

(7,136,052)
1,741,597
(992,495)
(509,251)

10

495
79,728

877
240,728
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CONSOLIDATED STATEMENT OF CHANGES
IN EQUITY (in part)
For the years ended 31 December 2009 and 2008, the year
ended 31 December 2009
Attributable to the Owners of the Parent
In Thousand CHF
Balance on 1 January 2009
Total comprehensive income for
the period
Dividends paid
Share-based payments—
employee share plan
Share-based payments—
option plan
Changes in treasury shares, net
Acquired non-controlling
interests
Balance on 31 December 2009

Total
863,716

NonControlling
Interests
7,632

Total
Equity
871,348

8,492
(44,895)

31,498
(44,895)

1,867
(290)

33,365
(45,185)

2,461

2,461

2,461

1,793
(5,389)

1,793
(203)

1,793
(203)

1,237,327

2,194
856,564

Share
Capital
50,000

Treasury
Shares
(197,753)

Other
Reserves
(117,423)

Translation
Reserve
(145,973)

Retained
Earnings
1,274,865

0

0

13,506

9,500

23
8

Notes

8
23

5,186

24
50,000

(192,567)

2,194
(101,723)

(136,473)

(2,194)
7,015

0
863,579

CONSOLIDATED STATEMENT OF CASH FLOWS
(in part)

Employee Benefits (in part)

For the years ended 31 December 2009 and 2008

The Group operates equity-settled, share-based compensation plans. The fair value of the employee services received in
exchange for the granting of the options and the discount on
the shares granted are recognized as an expense, together
with a corresponding increase in equity, over the period in
which the performance and / or service conditions are fulfilled,
ending on the date on which the relevant employees become
fully entitled to the award (the vesting date). Non-market vesting conditions are included in assumptions about the number
of options that are expected to become exercisable. On each
balance sheet date, the Company revises its estimates of the
number of options that are expected to become exercisable.
The impact of the revision of original estimates, if any, is recognized immediately in the income statement, with a corresponding adjustment to equity.

In Thousand CHF
Profit for the period
Equity-settled share-based
payment transactions

Notes

2009
10,443

20081
113,769

8

5,697

3,101

NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (in part)
Note 3. Significant Accounting Policies (in part)
The accounting policies set out below have been applied consistently to all periods presented in these consolidated financial statements, and have been applied consistently by Group
entities, unless otherwise stated. If necessary, comparative
amounts have been reclassified to conform with the current
year’s presentation.
Effective from 1 January 2009, the Group adopted the newly
issued IFRSs and IFRIC interpretation or amendments:
IFRS 2 (Amendment) “Share-Based Payment”
The amended standard clarifies the definition of vesting conditions and prescribes the treatment for an award that is cancelled. The Group adopted this amendment. It did not have an
impact on the financial position or performance of the Group.
In addition the IASB issued an amendment to IFRS 2
that clarified the scope and the accounting for group cashsettled share-based payment transactions. The adoption of
this amendment did not have an impact on the financial position or performance of the Group.

Share-Based Compensation

Note 6. Personnel Expenses
In Thousand CHF
Salaries and wages
Cost of defined contribution plans
Expenses for defined benefit plans (note 7)
Social security costs
Staff training
Share-based compensation (note 8)
Equity-settled compensation plan
Cash-settled compensation plan
Other personnel-related expenses
Total personnel expenses
Number of employees
Thereof in Switzerland

2009
678,514
47,059
6,632
87,706
5,852

2008
777,014
49,480
5,361
94,266
6,899

4,254
1,443
47,682
879,142
13,570
737

3,101
0
56,374
992,495
14,804
778
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Note 8. Share and Option Ownership Program
The Group operates several share and option ownership programs. The members of the Board of Directors, the members
of the Executive Board as well as selected preferential employees had the option of voluntarily participating in the share
and option ownership program introduced in 2005 and continued in a modified program in 2006, 2007, 2008 and in the
reporting year.
Management Incentive Program I (MIP I)
The Group introduced the Management Incentive Program I
in 2005. Participants in the program were offered a certain
number of Panalpina World Transport (Holding) Ltd. (PWT)
registered shares at the offering price of CHF 80.00 each with
a lock-up period of one year. For every purchased share, the
subscribers of this program were allocated two options, each
option entitling them to purchase one further share at the offering price. The options cannot be settled in cash. The options
were exercisable unconditionally starting one year from the
grant date and had a vesting period of 1–2 years. The option
valuation was performed using the Black-Scholes valuation
model. The significant inputs into the model were the standard
deviation of expected share price returns of 22.59%, dividend
yield of 2.05%, annual risk-free interest rate of 1.103% as well
as the share price, the exercise price and the option life.
At the end of September 2008, a total of 17,496 unvested
options within the MIP I expired. During the period under review no additional options were granted within the scope of
the MIP I. On the balance sheet date no options within the
scope of the MIP I were outstanding. Management does not
intend to grant any further options from the above-mentioned
plan.

tions of this plan do not differ from those of the “International
Management Incentive Plan” except for the strike price, which
equals the closing price of one share at the SIX Swiss Exchange on the date of disbursement. Under this changed program, beneficiaries of the “United States Management Incentive Plan” holding options to purchase shares of the Group’s
capital stock were given the opportunity to exchange their existing options for new options to purchase an equal number
of shares. 3,550 options with a strike price of CHF 111.30
were tendered pursuant to the “United States Management
Incentive Plan.” In May 2007, those options were accepted
and cancelled by the Group. The Group undertook to grant
new options on a one-for-one basis, in lieu of the tendered
options, to the affected employees. The new options, which
totaled 5,350, were granted with a strike price of CHF 114.00.
The options have a remaining contractual option term of
4 years.
The following table lists the parameters based on which
the option valuation of both plans was performed using the
Black-Scholes model:

In CHF
Market price of share
Exercise price of option
Expected volatility (in %)
Option life (in years)
Dividend yield (in %)
Risk-free interest rate based on Swiss
government bonds (in %)

International
Management
Incentive
Plan II
114.00
111.30
30.00
5
1.78

United
States
Management
Incentive
114.00
114.00
30.00
5
1.78

2.670

2.670

Management Incentive Program II (MIP II)

Management Incentive Program III (MIP III)

In June 2006, the existing Management Incentive Program
I was continued in a slightly modified Management Incentive Program II. Participants in this modified program had the
right to purchase shares with a discount of 25% based on
the share price corresponding to the average closing price
of one share at the SIX Swiss Exchange during the months
January to May in the respective year of purchase. The difference between the discounted share price on the grant date
and the share price paid by the participants is recognized as
personnel expenses on the date of the issue of the shares.
The shares are subject to a one-year lock-up period. For every purchased share under this plan, the Group granted one
option free of charge to the participant. The options have a
contractual term of six years and a vesting period of one to
three years. Each option entitles the participant to obtain one
share of Panalpina World Transport (Holding) Ltd. at a predetermined strike price which equals the average closing price
of one share at the SIX Swiss Exchange during the months
January to May in 2006. The share options cannot be settled
in cash. In May 2007, the Board of Directors decided to divide
the Management Incentive Program II into an International Incentive Plan (the “International Management Incentive Plan”)
and a “United States Management Incentive Plan.” Beneficiaries of the “United States Management Incentive Plan” are selected preferential employees of the subsidiary in the United
States of America and members of the Board of Directors
with residence in the United States of America. The condi-

A third share and option program was introduced in June 2007
which conceptually follows in its entirety the modified program
of 2006. Participants of the “International Management Incentive Plan III” subscribed 38,921 options with a strike price of
CHF 201.10. Participants in the “United States Management
Incentive Plan III” subscribed 4,096 options with a strike price
of CHF 251.00. The difference between the discounted share
price on the grant date and the share price paid by the participants is recognized as personnel expense on the date of the
issue of the shares. The options have a remaining contractual
option term of 5 years.
The following table lists the parameters based on which
the option valuation of both plans was performed using the
Black-Scholes model:

IFRS ATT 3.182

In CHF
Market price of share
Exercise price of option
Expected volatility (in %)
Option life (in years)
Dividend yield (in %)
Risk-free interest rate based on Swiss
government bonds (in %)

International
Management
Incentive
Plan III
251.00
201.10
22.74
5
1.20

United
States
Management
Incentive
Plan III
251.00
251.00
22.74
5
1.20

4.250

4.250
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Management Incentive Program IV (MIP IV)
A fourth share and option program was introduced in June
2008. The conditions of this share and option program are
identical to the Management Incentive Program II of the Group
except for the purchase price of the shares, which equals 75%
of the closing price of one share at the SIX Swiss Exchange on
30 April 2008. The difference between the discounted share
price on the grant date and the share price paid by the participants is recognized as personnel expense on the date of the
issue of the shares. The plan is also divided into an “International” and a “United States” Management Incentive Plan. The
exercise price of options of the “International Management Incentive Plan” is equal to the closing price of one share at the
SIX Swiss Exchange on 30 April 2008. The exercise price of
options of the “United States Management Incentive Plan” is
equal to the share price at the SIX Swiss Exchange on the
grant date. Participants in the “International Management Incentive Plan IV” subscribed 32,436 options with a strike price
of CHF 132.00. Participants in the “United States Management Incentive Plan IV” subscribed 4,689 options with a strike
price of CHF 122.40.

The following table lists the parameters based on which
the option valuation of both plans was performed using the
Black-Scholes model:

In CHF
Market price of share
Exercise price of option
Expected volatility (in %)
Option life (in years)
Dividend yield (in %)
Risk-free interest rate based on Swiss
government bonds (in %)

International
Management
Incentive
Plan IV
122.40
132.00
50.28
5
2.39

United
States
Management
Incentive
Plan IV
122.40
122.40
50.28
5
2.39

3.408

3.408

Management Incentive Plan 08/09 (MIP 08/09)
As in previous years a management incentive plan was set up
in 2009. The terms of this share and option program are identical to the Management Incentive Program IV as described
above apart from the strike price of the “International Management Incentive Plan” which equals the closing price of the
share on the cut-off day at the SIX Swiss Exchange. Under
this program participants of the “International Management
Incentive Plan” received 65,921 options with a strike price
of CHF 62.50 and participants of the “United States Management Incentive Plan” received 5,132 options with a strike price
of CHF 83.05
The weighted average fair value of the share options
granted during the reporting period is determined using the
Black-Scholes valuation model, applying the following significant inputs into the model:
International Management
Incentive Plan 08/09
83.05
62.50
56.91
5
2.84
2.360

In CHF
Market price of share
Exercise price of option
Expected volatility (in %)
Option life (in years)
Dividend yield (in %)
Risk-free interest rate based on Swiss government bonds (in %)

United States Management
Incentive Plan 08/09
83.05
83.05
56.91
5
2.84
2.360

The following table summarizes the movements in the number of share options outstanding and their related average
exercise prices:
2009

Options outstanding on 1 January
Granted
Exercised
Forfeited
Expired
Options outstanding on 31 December
Options exercisable on 31 December

Average Exercise Price
Per Share (In CHF)
148.39
63.98
0.00
154.99
154.34
114.79
141.48

2008
Options
(Number)
113,002
71,053
0
(2,570)
(2,116)
179,369
68,062

Average Exercise Price
Per Share (In CHF)
137.77
132.23
83.17
162.01
82.33
148.39
136.01

Options
(Number)
107,445
40,250
(9,319)
(6,874)
(18,500)
113,002
28,452
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During the reporting year the following numbers of options
were exercised with the respective exercise prices:
2009

Management Incentive Plan I
International Management Incentive Plan II
United States Management Incentive Plan II
Weighted average exercise price of options exercised during
the year

Exercise Price of
Option (In CHF)
0.00
0.00
0.00

The average exercise prices and the expiry date of the outstanding options at period-end are as follows:
2009

2012
2013
2014
2015
Total

Average Exercise
Price Per Share
(In CHF)
111.63
206.46
130.83
63.99
114.79

Number of
Options Expiring
at Year-End
38,591
34,123
36,077
70,578
179,369

The Group holds its own shares in order to meet its obligations under the Management Incentive Programs. These own
shares are deducted from equity (note 23).
The members of the Executive Board and the Boards of
Directors did not participate in the above-mentioned incentive
plans.
In 2009, the target bonus scheme for Executive Board members as well as the remuneration of the Board of Directors has
been adjusted to focus on the company’s sustainable mid- and
long-term success:
Executive Board Mid-Term Incentive Plan
Only 60% of the bonuses, which continue to be set by the
achievement of annually reviewed Group key performance
indicators (KPI’s) and individual performance targets, have
been paid out in cash whereas the remainder has been paid
out in shares with a restriction period of one year. This number
of shares will be matched by the company after this restriction
period. In addition the members of the Executive Board will
receive the corresponding number of shares (11,470), based
on the share’s closing price on 30 April 2009 of CHF 62.50.
These shares will thereafter be subject to a further one-year
restriction period.
Executive Board Long-Term Incentive Plan
Furthermore, a long-term incentive plan has been implemented which rewards long-term value creation measured
by economic profit. Under this plan, which has a five year cycle, the individual Executive Board member is entitled to an
equal share of the respective pool after the expiry of the fiveyear plan period. This plan can be cash settled. The carrying
amount of the liability at 31 December 2009 amounts to CHF
1,443 thousand which is also the intrinsic value.

IFRS ATT 3.182

Number of
Exercised Options
0
0
0

0.00

2008
Exercise Price of
Option (In CHF)
80.00
111.30
114.00

Number of
Exercised Options
8,377
922
20

83.17

Board of Directors Restricted Stock Award Plan
A restricted stock award plan for the Board of Directors has
been introduced in 2009. Part of each Board member’s remuneration was settled in free shares of the company. The corresponding number of shares of 800 per member was based
on the share’s closing price on 30 April 2009 of CHF 62.50.
The shares have a one-year restriction period.
Costs of Share-Based Compensation
Recognized costs of share-based compensation was as
follows:
In CHF
Employee share plan
Option plan
Total cost share-based payments

2009
3,903,988
1,793,041
5,697,029

2008
1,250,692
1,849,910
3,100,602

Share-based compensation costs are not reported in operating segments. They are reported under “Corporate.”
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IAS 23, BORROWING COSTS
IFRS Overview and Comparison
to U.S. GAAP
3.183 IAS 23, Borrowing Costs (revised 2007), establishes

the accounting for interest and other costs that an entity incurs
in borrowing funds. It does not cover the actual or imputed
cost of equity, including the cost of preferred capital that
is not classified as a liability. IAS 23 is also not applicable
to borrowing costs in connection with an asset measured at
fair value or inventories that are manufactured, or otherwise
produced, in large quantities on a repetitive basis. The revised
IAS 23 is effective for annual periods beginning on or after
January 1, 2009. The 2007 revision to IAS 23 removed the
option to expense all borrowing costs, and given the cost and
difficulties associated with retrospective application in this
case, IAS 23 requires prospective application. Early adoption
is permitted.
Author’s Note
IAS 23 (revised 2007) is the result of a convergence
project with FASB. Many survey companies had previously elected the option to expense all borrowing costs
and, therefore, will need to change their accounting
policy in the year of adoption of IAS 23. The financial statements of some survey companies begin before
January 1, 2009. These companies may not have early
adopted the revisions to IAS 23; and, therefore, borrowing costs might still be expensed in some financial
statements included in this sample.

Recognition and Measurement
IFRSs
3.184 IAS 23 requires an entity to account for borrowing

costs as follows:
a. Capitalize borrowing costs that are directly attributable
to the acquisition, construction, or production of a qualifying asset (that is, an asset that necessarily takes a
substantial period of time to get ready for its intended
use or sale)
b. Expense all other borrowing costs incurred during the
period
3.185 Borrowing costs include interest cost measured us-

ing the effective interest method, finance charges related to
finance leases, and foreign exchange differences from foreign currency borrowings to the extent they are interest cost
adjustments.
3.186 Qualifying assets may be inventories, except as

previously described, (for example, investment properties
held for trading), PPE, intangibles assets, or investment
properties.

365

3.187 An entity should calculate the amount of borrowing

costs to be capitalized as follows:
a. To the extent that the entity borrowed funds specifically
for the qualifying asset, it should capitalize the actual
borrowing costs incurred less any investment income
on any amount of the borrowing that it temporarily
invested.
b. To the extent that the entity borrows funds generally
and uses these funds to obtain the qualifying asset, it
should apply a capitalization rate to its expenditures on
the asset to determine the amount of borrowing costs
to be capitalized.
3.188 An entity determines the capitalization rate as the

weighted average interest rate applicable to borrowings outstanding during the period, not including any borrowings
specifically for the qualifying asset.
3.189 An entity should not capitalize more than the actual

amount of borrowing costs incurred during the period. An entity should continue to capitalize borrowing costs even when
there are indicators that the qualifying asset is impaired. Depending upon the nature of the qualifying asset, an entity
then should test that asset for impairment in accordance with
the relevant standard. For example, an entity should test and
measure any impairment losses for inventory in accordance
with IAS 2 and for an item of PPE in accordance with IAS
36, Impairment of Assets.
3.190 IAS 23 requires an entity to begin capitalization when

the following three conditions are met:
• The entity incurs expenditures for the asset.
• The entity incurs borrowing costs.
• The entity has begun activities necessary to get the asset
ready for its intended use or sale.
An entity should suspend capitalization during extended periods of inactivity on development of the asset and stop capitalization when it completes substantially all of the activities
necessary to get the asset ready for its intended use or sale.
U.S. GAAP
3.191 Despite the fact that IAS 23 and the corresponding

U.S. GAAP guidance resulted from a convergence project,
several differences between FASB ASC 835 and IFRSs
remain.
3.192 U.S. GAAP uses the term interest cost, rather than

the broader term borrowing costs used in IAS 23, which encompasses other costs such as foreign exchange differences
considered interest cost adjustments. FASB ASC 835-20-307 explains that gains and losses on the effective portion of a
fair value hedge are part of capitalized interest cost. IAS 23
does not discuss the treatment of gains and losses on hedging
transactions.
3.193 A comparison of IFRSs to FASB ASC 835-20-15-5

reveals the following differences in the definition of a qualifying asset:
• FASB ASC 835 only requires the asset to take a period
of time for the activities necessary to get it ready for
use or sale, not a substantial period of time.
• FASB ASC 835 does not address assets held at fair
value, which are excluded from the scope of IAS 23.
• FASB ASC 835 permits equity-method investments to
be qualifying assets but IAS 23 does not.
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• FASB ASC 835 does not permit interest to be capital-

ized on assets acquired with gifts or grants. IAS 23 does
not address such circumstances.
3.194 Rather than requiring an entity to capitalize the ac-

tual interest less investment income on temporarily invested
funds, FASB ASC 835-20-30-3 requires an entity to determine the amount capitalized in an accounting period by applying a capitalization rate to the average amount of accumulated expenditures for the asset during the period. An entity
should base the capitalization rates it uses on the rates applicable to borrowings outstanding during the period. If an
entity’s financing plans associate a specific new borrowing
with a qualifying asset, FASB ASC 835-20-30-3 permits the
entity to use the rate on that borrowing as the capitalization
rate to be applied to that portion of the average accumulated
expenditures for the asset up to the amount of that borrowing.
If average accumulated expenditures for the asset exceed the
amounts of specific new borrowings associated with the asset,
the entity should determine the weighted average of the rates
applicable to other borrowings of the entity and use that rate
as the capitalization rate. In contrast to IAS 23, FASB ASC
835 does not permit an entity to reduce the amount of interest
capitalized for investment income on temporary investment
of the borrowed funds.

Presentation
IFRSs

U.S. GAAP
3.198 FASB ASC 835-20-50 does not require disclosure

of the capitalization rate. However, FASB ASC 835-20-50-1
states that an entity should disclose total interest costs incurred, the amount capitalized, and the amount expensed
during the period.

Presentation and Disclosure
Excerpts—Continuing Application
Finance Costs
3.199

BHP Billiton plc & BHP Billiton Limited (Jun 2009)
CONSOLIDATED INCOME STATEMENT (in part)
For the year ended 30 June 2009

Financial income
Financial expenses
Net finance costs

Notes
6
6
6

2009
US$M
309
(852)
(543)

2008
US$M
293
(955)
(662)

2007
US$M
264
(776)
(512)

3.195 IAS 1 requires an entity to present a separate line item

for finance costs. IFRSs do not explicitly define finance costs,
but they are generally understood to be interest costs and other
finance charges that are included in the term borrowing costs.
An entity should present separate line items for finance cost
and finance income.
U.S. GAAP
3.196 Rule 5-03 of Regulation S-X requires interest ex-

pense, including amortization of debt premiums or discounts,
to be a separate line item.
Author’s Note
Companies reporting under U.S. GAAP generally offset interest income and interest expense on the face of
the income statement.

Disclosure
IFRSs
3.197 IAS 1 requires disclosure of total finance costs during

the period. IAS 23 requires an entity to disclose the amount of
borrowing costs capitalized and the capitalization rate used.

IFRS ATT 3.194

NOTES TO THE FINANCIAL STATEMENTS (in part)
Note 1. Accounting Policies (in part)
Finance Costs
Finance costs are generally expensed as incurred except
where they relate to the financing of construction or development of qualifying assets requiring a substantial period of
time to prepare for their intended future use.
Finance costs are capitalised up to the date when the asset is ready for its intended use. The amount of finance costs
capitalised (before the effects of income tax) for the period is
determined by applying the interest rate applicable to appropriate borrowings outstanding during the period to the average
amount of capitalised expenditure for the qualifying assets
during the period.
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Note 6. Net Finance Costs

Financial Expenses
Interest on bank loans and overdrafts(a)
Interest on all other borrowings(a)
Finance lease and hire purchase interest
Dividends on redeemable preference shares
Discounting on provisions and other liabilities
Discounting on pension and medical benefit entitlements
Interest capitalised(b)
Fair value change on hedged loans
Fair value change on hedging derivatives
Exchange variations on net debt
Financial Income
Interest income(c)
Expected return on pension scheme assets
Net finance costs
(a)
(b)

(c)

2009
US$M

2008
US$M

2007
US$M

47
527
15
1
315
132
(149)
390
(377)
(49)
852

52
670
14
1
310
138
(204)
259
(257)
(28)
955

62
613
5
1
255
127
(353)
(24)
51
39
776

(198)
(111)
(309)

(168)
(125)
(293)

(155)
(109)
(264)

543

662

512

Includes interest expense on financial liabilities carried at amortised cost of US$239 million (2008: US$124 million; 2007: US$126 million).
Interest has been capitalised at the rate of interest applicable to the specific borrowings financing the assets under construction or, where
financed through general borrowings, at a capitalisation rate representing the average interest rate on such borrowings. For the year ended
30 June 2009, the general capitalization rate was 4.25 per cent (2008: 5.0 per cent; 2007: 5.7 per cent).
Includes interest income on financial assets carried at amortised cost of US$198 million (2008: US$168 million; 2007: US$155 million).

Note 28. Interests in Jointly Controlled Entities (in part)

Share of Jointly Controlled Entities’ Profit
Revenue
Net operating costs
Operating profit
Net finance costs
Income tax expense
Profit after taxation

2009
US$M

In Aggregate
2008
US$M

2007
US$M

2009
US$M

Group Share
2008
US$M

2007
US$M

13,163
(8,618)
4,545
(272)
(1,103)
3,170

21,704
(8,231)
13,473
(181)
(2,905)
10,387

18,856
(7,025)
11,831
(251)
(2,477)
9,103

6,130
(4,103)
2,027
(129)
(465)
1,433

10,728
(3,912)
6,816
(94)
(1,418)
5,304

9,280
(3,290)
5,990
(122)
(1,201)
4,667
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Note 31. Pension and Other Post-Retirement
Obligations (in part)
The following tables set out details in respect of the
Group’s defined benefit pension and post-retirement medical
schemes.
Income Statement Disclosures
The amounts recognised in the income statement are as
follows:

Current service cost
Interest cost
Expected return on pension scheme assets
Past service costs
Losses/(gains) on settlements/curtailments
Total expense
—Recognised in employee benefits
expense
—Recognised in net finance costs

Defined Benefit Pension Schemes
2009
2008
2007
US$M
US$M
US$M
58
75
64
110
113
103
(111)
(125)
(109)
1
—
—
(4)
—
(3)
54
63
55
55
(1)

Capitalized Borrowing Costs
OAO Gazprom (Dec 2009)

3
22

(34)
25

8
24

(In millions of Russian Roubles)

IFRS CONSOLIDATED STATEMENT OF
COMPREHENSIVE INCOME FOR THE YEAR
ENDED 31 DECEMBER 2009 (in part)
(In millions of Russian Roubles)

Finance income
Finance expense

61
(6)

IFRS CONSOLIDATED STATEMENT OF CASH
FLOWS FOR THE YEAR ENDED 31 DECEMBER
2009 (in part)

3.200

Notes
27
27

75
(12)

Post-Retirement Medical Schemes
2009
2008
2007
US$M
US$M
US$M
5
7
8
22
25
24
—
—
—
(5)
—
—
3
(41)
—
25
(9)
32

Year Ended 31 December
2009
2008
375,799
165,603
(441,487)
(341,179)

Notes
Operating Activities
30
Investing Activities
12

12

Year Ended
31 December
2009
2008
Net cash provided by
operating activities

897,154

1,016,551

Capital expenditures
Net change in loans
made
Interest received
Interest paid and
capitalised

(795,640)

(714,714)

(15,131)
32,036

(38,084)
41,314

(45,516)

(28,001)

(58,794)

(55,225)

Financing Activities
Interest paid

Note 5. Summary of Significant Accounting Policies
(in part)
5.10. Property, Plant and Equipment
Property, plant and equipment are carried at historical cost
of acquisition or construction after deduction of accumulated depreciation and accumulated impairment. Gas and oil
exploration and production activities are accounted for in accordance with the successful efforts method. Under the successful efforts method, costs of development and successful

IFRS ATT 3.200
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exploratory wells are capitalised. Costs of unsuccessful exploratory wells are expensed upon determination that the well
does not justify commercial development. Other exploration
costs are expensed as incurred. Exploration costs are classified as research and development expenses within operating
expenses.
Major renewals and improvements are capitalised. Maintenance, repairs and minor renewals are expensed as incurred.
Minor renewals include all expenditures that do not result in a
technical enhancement of the asset beyond its original capability. Gains and losses arising from the disposal of property,
plant and equipment are included within the profit and loss
section of the consolidated statement of comprehensive income as incurred.
Property, plant and equipment includes the initial estimate
of the costs of dismantling and removing the item and restoring the site on which it is located.
Interest costs on borrowings are capitalised as part of the
cost of assets under construction during the period of time that
is required to construct and prepare the asset for its intended
use.
The return to a governmental authority of state social assets
(such as rest houses, housing, schools and medical facilities)
retained by the Group at privatisation is recorded only upon
the termination of operating responsibility for the social assets. The Group does not possess ownership rights for the
assets, but records them on its balance sheet up to the return
to a governmental authority because the Group controls the
benefits which are expected to flow from the use of the assets and bears all associated operational and custody risks.
These disposals are considered to be shareholder transactions because they represent a return of assets for the benefit
of governmental authorities, as contemplated in the original
privatisation arrangements. Consequently, such disposals are
accounted for as a reduction directly in equity.
Depletion of acquired production licenses is calculated
using the units-of-production method for each field based
upon proved reserves. Oil and gas reserves for this purpose are determined in accordance with the guidelines set
by Petroleum Resources Management System (PRMS) approved by the Society of Petroleum Engineers, the World
Petroleum Congress, American Association of Petroleum Geologists and Society of Petroleum Evaluation Engineers, and
were estimated by independent reservoir engineers.
Depreciation of assets (other than production licenses) is
calculated using the straight-line method over their estimated
remaining useful lives, as follows:

Pipelines
Wells
Machinery and equipment
Buildings
Roads
Social assets

369

5.12. Borrowings
Borrowings are recognised initially at their fair value which is
determined using the prevailing market rate of interest for a
similar instrument, if significantly different from the transaction
price, net of transaction costs incurred. In subsequent periods, borrowings are recognised at amortised cost, using the
effective interest method; any difference between fair value of
the proceeds (net of transaction costs) and the redemption
amount is recognised as interest expense over the period of
the borrowings.
5.18. Interest
Interest income and expense are recognised within the profit
and loss section of the consolidated statement of comprehensive income for all interest bearing financial instruments
on an accrual basis using the effective yield method. Interest
income includes nominal interest and accrued discount and
premium. When loans become doubtful of collection, they are
written down to their recoverable amounts (using the original
effective rate) and interest income is thereafter recognised
based on the same effective rate of interest.

Years
25–33
7–40
10–18
30–40
20–40
10–40

Depreciation on wells has been calculated on cost, using
the straight line method rather than, as is the more generally accepted international industry practice, on the unit-ofproduction method. The difference between straight line and
units-of-production is not material for these consolidated financial statements. Assets under construction are not depreciated until they are placed in service.
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Note 12. Property, Plant and Equipment

As of 31.12.08
Cost
Accumulated
depreciation
Net book value as
of 31.12.08
Depreciation
Additions
Acquisition of
subsidiaries
Translation differences
Transfers
Disposals
Charge of impairment
provision
Net book value as
of 31.12.09
As of 31.12.09
Cost
Accumulated
depreciation
Net book value as
of 31.12.09

Pipelines

Wells

Machinery
and
Equipment

1,802,481

710,643

1,348,119

1,332,316

328,745

82,248

759,007

6,363,559

(871,666)

(270,660)

(605,343)

(494,672)

(73,964)

(26,732)

—

(2,343,037)

930,815

439,983

742,776

837,644

254,781

55,516

759,007

4,020,522

(47,962)
97

(26,139)
56

(81,698)
8,113

(48,254)
1,062

(17,988)
19,960

(2,404)
394

—
737,560

(224,445)
767,242

—
(1,110)
62,986
(625)

18,886
(2,387)
92,362
(2,923)

114,589
(1,622)
147,339
(3,839)

106,292
(5,018)
129,086
(7,479)

3,911
(587)
—
—

51
(65)
857
(2,890)

140,958
(2,512)
(432,630)
(13,348)

384,687
(13,301)
—
(31,104)

—

—

(2,013)

(1,623)

—

—

(6,047)

(9,683)

944,201

519,838

923,645

1,011,710

260,077

51,459

1,182,988

4,893,918

1,863,069

813,581

1,596,573

1,548,769

352,029

78,487

1,182,988

7,435,496

(918,868)

(293,743)

(672,928)

(537,059)

(91,952)

(27,028)

—

(2,541,578)

944,201

519,838

923,645

1,011,710

260,077

51,459

1,182,988

4,893,918

At each balance sheet date management assesses whether
there is any indication that the recoverable value has declined
below the carrying value of the property, plant and equipment. As of 31 December 2009 and 2008 operating assets
are shown net of provision for impairment of RR 54,387 and
RR 50,750, respectively (see Note 40).
Assets under construction are presented net of a provision
for impairment of RR 97,157 and RR 93,826 as of 31 December 2009 and 2008, respectively. Charges for impairment provision of assets under construction primarily relate to projects
that have been indefinitely suspended.
Included in the property, plant and equipment are social
assets (such as rest houses, housing, schools and medical
facilities) vested to the Group at privatization with a net book
value of RR 2,265 and RR 4,167 as of 31 December 2009
and 2008, respectively.
Included in additions above is capitalized interest of RR
45,516 and RR 28,001 for the years ended 31 December
2009 and 2008, respectively. Capitalization rates of 8.17%
and 7.39% were used representing the weighted average borrowing cost of the relevant borrowings for the years ended 31
December 2009 and 2008, respectively.
Depreciation expenses in the consolidated statement of
comprehensive income do not include depreciation, which is
considered as a cost of self-constructed assets (and thus
capitalized rather than expensed) in amount of RR 2,795
and RR 2,319 for the years ended 31 December 2009 and
2008, respectively. Depreciation expenses in the consolidated
statement of comprehensive income include effect of change
in amount of depreciation that was capitalized as a component of cost of inventories. For the year ended 31 December
2009 the effect amounted to RR 1,154 decrease in depreci-

IFRS ATT 3.201

Buildings
and Roads

Production
Licenses

Social
Assets

Assets Under
Construction

Total

ation capitalized in inventories, whereas for the year ended
31 December 2008 the depreciation increased by RR 4,471.

IAS 28, INVESTMENTS
IN ASSOCIATES
IAS 31, INTERESTS IN JOINT
VENTURES
IFRS Overview and Comparison
to U.S. GAAP
3.201 When accounting for its investments in either asso-

ciates or jointly controlled entities using the equity method,
in accordance with IAS 28, Investments in Associates, or IAS
31, Interests in Joint Ventures, an investor-entity should recognize the following items in profit and loss:
• Investor’s share of the profit or loss of the investee,
• Impairment loss or reversal of an impairment loss on
the equity-method investment, and
• Difference between the carrying value of the investment
and the fair value of any retained investment when it
discontinues the equity method (which may be a gain
or loss on disposal).
3.202 An investor-entity should recognize in other compre-

hensive income its share of items recognized by the investee
in other comprehensive income.
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Author’s Note
The requirements of these standards with respect to
recognition, measurement, presentation, and disclosure
on the balance sheet are discussed in section 2, beginning with paragraph 2.135.
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investment, including any additional financial support, which
may include capital contributions to the investee, investments
in additional common stock or preferred stock, and loans or
debt securities.
3.208 Like IFRSs, FASB ASC 323-10-35-35 requires an

Recognition and Measurement

entity to recognize gains and losses on the sales of stock of
an investee equal to the difference at the time of sale between
the selling price and the carrying amount of the stock sold.

IFRSs

3.209 As discussed in FASB ASC 323-10-35-36, when an

3.203 IAS 28 and IAS 31 require an entity that accounts

for its investments in associates and joint ventures using the
equity method to recognize in profit or loss its share of the
profit of loss of its investee and to recognize in other comprehensive income its share of the investee’s items of other
comprehensive income.
3.204 In addition, IAS 28 requires an entity to stop applying

the equity method when it no longer has significant influence.
An entity should remeasure any retained investment at fair
value and recognize in profit or loss the difference between
this fair value and the carrying value before remeasurement.
3.205 With respect to impairment, IAS 28 requires an entity

to recognize its share of the associate’s losses and then apply
the requirements of IAS 39 to determine whether it should
recognize an additional impairment loss with respect to its
net investment. If an entity recognizes this impairment loss,
it should also assess whether an additional impairment loss is
necessary for its interest in the associate that may exceed the
carrying value of its net investment. Whenever application of
the requirements of IAS 39 indicates that the investment may
be impaired, an entity should then measure the impairment
loss in accordance with IAS 36 in order to recognize any
impairment on goodwill embedded in the carrying amount of
the investment.
Author’s Note
The requirements of IAS 36, are discussed in detail in
this section, beginning with paragraph 3.242.
U.S. GAAP
3.206 Like IFRSs, FASB ASC 323-10-35-4 requires an en-

tity to recognize in income its share of the earnings or losses
of an equity-method investee in the same period the investee
reports them in its financial statements. As stated by FASB
ASC 323-10-35-5, the amount recognized in income should
reflect adjustments similar to those for consolidation, including the following:
• Adjustments to eliminate intraentity profits and losses
• Adjustments to amortize, if appropriate, any difference
between investor cost and underlying equity in net assets of the investee at the date of investment
• Adjustments to reflect the investor’s share of changes
in the investee’s capital
• Adjustments to eliminate other comprehensive income.
3.207 With respect to recognition of the investees’ losses,

like IFRSs, FASB ASC 323-10-35-4 requires an entity to
recognize its share of losses of an investee. As explained in
FASB ASC 323-10-35-19, when these losses equal or exceed
the carrying amount of an investment accounted for by the
equity method plus advances by the entity, it should continue
to report losses up to the carrying amount of the entity’s

entity no longer has significant influences over its investee, it
should discontinue use of the equity method. Unlike IFRSs,
an entity is not required to immediately remeasure the investment to fair value. An entity is required to include any
earnings or losses that relate to a retained investment as part
of its carrying amount. Unlike IFRSs, an entity must reduce
the carrying value of the retained investment by any dividends
it receives in a subsequent period that exceed its share of the
investee’s earnings, rather than recognize these dividends as
income. FASB ASC 323-10-35-37 also provides guidance
on the treatment of items recognized in other comprehensive income in these circumstances. Unless it elects the fair
value option, the entity should classify an investment with a
readily determinable fair value as either trading or available
for sale, with subsequent measurement based on the selected
classification.
3.210 Paragraphs 31–32A of FASB ASC 323-10-35 also

provide guidance to an entity when a series of operating losses
or other factors may indicate that there has been an other than
temporary decline in the investment exceeding that required
by the equity method and the entity should recognize this additional impairment loss. Several factors are provided that the
entity should consider when making this determination, including the absence of an ability to recover the investment’s
carrying amount, the inability of the investee to sustain an
earnings capacity to justify the carrying amount, or a current
fair value that is less than the carrying amount. However,
an entity is required to evaluate all factors in making this
determination. An equity method investor should not separately test an investee’s underlying asset(s) for impairment.
However, an equity investor should recognize its share of any
impairment charge recorded by an investee and consider the
effect, if any, of the impairment on the investor’s basis difference in the assets that give rise to the investee’s impairment
charge.

Presentation
IFRSs
3.211 IAS 1 requires an entity to present its share of the

profit or loss of an associate or jointly controlled entity as a
separate line item in the income statement and its share of the
associate’s or jointly controlled entity’s other comprehensive
income in other comprehensive income.
U.S. GAAP
3.212 Like IFRSs, paragraphs 1–2 of FASB ASC 323-10-45

require an entity to show its share of earnings or losses from
its investment in its income statement as a single amount.
Unlike IFRSs, an entity should separately show its share of
extraordinary items and its share of accounting changes reported in the financial statements of the investee.
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3.213 Like IFRSs, FASB ASC 323-10-45-3 states that an

ACCOUNTING POLICIES (in part)

entity may combine its proportionate share of the amounts of
the investee’s other comprehensive income items with its own
other comprehensive income items and display the aggregate
of those amounts.

For the year ended 31 December

Disclosure

Impairment of Investment in Associates and Joint Ventures

IFRSs
3.214 IAS 28 requires an entity to disclose the amount of

any unrecognized share of losses of an associate, both for the
reporting period and cumulatively, if it has discontinued loss
recognition. IAS 36 disclosures would also apply when an
entity recognizes an impairment loss. However, IAS 31 does
not include this requirement.
U.S. GAAP
3.215 Unlike IFRSs, FASB ASC 323-10 does not require

additional disclosure about the effect of items recognized in
the statement of comprehensive income. FASB ASC 323-1050-3 requires disclosure of the difference between the carrying value of the investment and its share of the underlying
net assets of the investee. Although not specifically stated,
this disclosure requirement appears to require disclosure of
unrecognized losses, if any.

Presentation and Disclosure Excerpts—
Continuing Application
Share of Profit or Loss of Associates and
Joint Ventures Included in Operating Profit,
Associates and Joint Ventures Designated
at Fair Value Through Profit or Loss
3.216

ABSA Group Limited (Dec 2009)
CONSOLIDATED STATEMENT OF
COMPREHENSIVE INCOME (in part)
For the year ended 31 December
Group

Operating profit before operating
expenditure
Operating expenditure
Operating expenses
Other impairments
Indirect taxation
Share of retained (losses)/earnings
from associates and joint ventures
Operating profit before income tax

IFRS ATT 3.213

2008 (1)
Rm

Note

2009
Rm

39
40
41

33,119
(23,227)
(20,857)
(1,457)
(913)

37,088
(21,856)
(21,114)
(18)
(724)

(50)
9,842

73
15,305

13.1

1. Summary of Significant Accounting Policies (in part)
When indications exist that the carrying amount of the investment in associates and joint ventures would not be recoverable, an impairment is recognised. The recoverable amount
is the higher of value in use and fair value less cost to sell and
is based on the Group’s best estimate of the price the Group
would achieve in a sale transaction of the investment.
1.3 Consolidation (in part)
The consolidated financial statements include those of Absa
Group Limited and all its subsidiaries, associates, special purpose entities and joint ventures. Accounting policies applied
by all entities within the Group are consistent with those of
Absa Group Limited.
1.3.2 Investment in Associates and Joint Ventures
Associates are those companies which are not subsidiaries
and in which the Group exercises significant influence on the
financial and operating policies. Significant influence is normally evident when the Group owns between 20% and 50%
of a company’s voting rights.
A joint venture is a contractual agreement between two or
more parties to undertake an economic activity that is under
joint control.
Investments in associates and joint ventures that are not
deemed to be part of the Group’s venture capital activities are
held at cost plus equity-accounted earnings less any accumulated impairment. The Group’s investment includes goodwill.
Impairment of an associate or joint venture is evidenced by a
significant or prolonged decline in fair value below cost and
when the recoverable amount is the highest of value-in-use
and fair value less cost to sell.
The results of associates and joint ventures are accounted
for according to the equity method, based on their most recent audited financial statements. If the most recent available
audited financial statements are for an accounting period that
ended no more than three months prior to the Group’s year
end, these are adjusted in respect of material adjustments
between their reporting date and the Group’s reporting date.
The Group’s share of its post-acquisition profits or losses is
recognised in the statement of comprehensive income and
the Group’s interest in the post-acquisition reserves of associates and joint ventures is treated as distributable reserves in
the Group’s financial statements. When the Group’s share of
losses exceeds its interest in an equity-accounted investee,
the carrying amount of that interest (including any long term
investments) is reduced to nil and the recognition of further
losses is discontinued except to the extent that the Group has
an obligation or has made payments on behalf of the investee.
Unrealised gains on transactions between the Group and
its associates and joint ventures are eliminated to the extent
of the Group’s interest in the entities.
Investments in entities that form part of venture capital activities of the Group have been designated at fair value through
profit or loss and disclosed under ‘Investments.’ The designation has been made in accordance with IAS 39—Financial
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Instruments: Recognition and Measurement, based on the
scope exclusion that is provided in IAS 28—Investments in
Associates.
Venture capital associated investments are distinguished
from other investments by considering the nature of the investments, expected returns and the manner in which they
are managed by the Group. These are private equity investments. Private equity is medium- to long-term finance that is
provided in return for an equity stake in potentially high-growth
unquoted entities. The fair value of these investments is determined in accordance with international private equity and
venture capital valuation guidelines.
After application of the equity method, the Group determines whether it is necessary to recognise an additional impairment loss on the Group’s investment in its associates and
joint ventures. The Group determines at each statement of financial position date whether there is objective evidence that
the investment in associate or joint venture is impaired. The
primary indicators of potential impairment are considered to
be adverse fair value movements, and the disappearance of
an active market for the investments. If this is the case, the
Group calculates the amount of impairment as the difference
between the recoverable amount (the higher of the asset’s
fair value less costs to sell and value in use) of the associate or joint venture and its carrying value and recognises
the amount in the profit and loss component of the statement
of comprehensive income.

NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (in part)
Note 13. Investments in Associates and Joint Ventures
Group

Listed investments
Unlisted investments

2009
Rm
100
387
487

2008
Rm
1,705
439
2,144

2,144

1,004

(50)

73

(7)
2
(45)

124
(49)
(2)

(291)

1,043

4
(1,328)

10
—

8
487

14
2,144

13.2 Analysis of Carrying Value
Group

Listed Investments
Shares at book value
Shares at cost
Impairments
Share of post-acquisition reserves
Unlisted Investments
Shares at cost
Share of post-acquisition reserves
Share of non-distributable reserves
Amount recognised in other liabilities for the
Group’s share of losses
Loans to associates and joint ventures

2009
Rm

2008
Rm

112
1,440
(1,328)
(12)
100

1,636
1,636
—
69
1,705

133
240
201

138
291
260

39
14
387

31
10
439

Other commercial loans to associates and joint ventures included in ‘Loans and advances to customers’ amounted to R7
878 million (2008: R9 167 million). Refer to note 9 for further
details.
A register of investments in associates and joint ventures
is available for inspection at the registered office of the
Company.
13.3 Valuation
Market value of listed investments
Directors’ valuation of unlisted investments

188
387
575

1,576
439
2,015

13.1 Movement in Carrying Value
Balance at the beginning of the year
Share of current year’s retained
(losses)/earnings
Share of current year’s(losses)/ earnings
before taxation
Taxation on current year’s losses/(earnings)
Dividends received
Net movement in the carrying value of
investments in associates and joint ventures
(refer to note 13.4)
Change in loans to associates and joint ventures
at cost
Impairment charge (refer to note 40)
Movement in amount recognised in other
liabilities for the Group’s share of losses
Balance at the end of the year
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13.4 Net Movement in the Carrying Value of
Investments in Associates and
Joint Ventures
Group

The following associate was transferred from investments during the current year, at cost:
Blue Financial Services Limited
During May 2009, the Group acquired a further 2.2% interest in
Blue Financial Services Limited. The Group’s shareholding is now 20.2%.
The following associate was transferred from investments during the previous year, at cost:
Sekunjalo Investments Limited
On 11 December 2008, the Group acquired an additional 17.2% interest in Sekunjalo Investments
Limited at a cost of R39 million. Sekunjalo Investments Limited was previously recognised as an
investment at a carrying amount of R20 million. The Group’s shareholding is now 27.2%.
The following acquisitions were concluded during the current year, at cost:
Kilkishen Investments (Proprietary) Limited
On obtaining control of Abseq Properties (Proprietary) Limited on 31 January 2009, the Group indirectly
acquired a 50.0% interest in Kilkishen Investments (Proprietary) Limited.
Meadowood Investments 8 (Proprietary) Limited
On 1 January 2009, the Group acquired a 50.0% interest in Meadowood Investments 8 (Proprietary)
Limited. The acquisition resulted from the Group exercising its rights in terms of a collateral
agreement upon default by a client on loans.
Stand 1135 Houghton (Proprietary) Limited
On obtaining control of Abseq Properties (Proprietary) Limited on 31 January 2009, the Group indirectly
acquired a 50.0% interest in Stand 1135 Houghton (Proprietary) Limited.
The following acquisitions were concluded during the previous year, at cost:
Ambit Properties Limited
In 2008, the Group acquired an additional 4.0% interest in Ambit Properties Limited.
Integrated Processing Solutions (Proprietary) Limited
On 1 November 2008, the Group made an additional contribution to maintain its 50.0% interest
in Integrated Processing Solutions (Proprietary) Limited.
Maravedi Group (Proprietary) Limited
During 2008, the Group made an additional contribution in Maravedi Group (Proprietary) Limited.
Pinnacle Point Group Limited
On 9 December 2008, the Group acquired a 27.5% interest in Pinnacle Point Group Limited.
Zevoli 146 (Proprietary) Limited
On 29 January 2008, the Group acquired a 37.4% interest in Zevoli 146 (Proprietary) Limited.
The following disposals were concluded during the current year:
Ambit Properties Limited
On 30 June 2009, ApexHi Limited acquired the Group’s 34.5% interest in Ambit Properties Limited in
exchange for shares in ApexHi Limited.
Banco Commercial Angolano
The Group sold its share in Banco Commercial Angolano to a third party on 30 June 2009.
The following disposals were concluded during the previous year:
Batho Bonke Investments (Proprietary) Limited
On 18 September 2008, the Group sold its share in Batho Bonke Investments (Proprietary) Limited.
Balance carried forward
Balance brought forward
Blakes and Associates Holdings (Proprietary) Limited
On 31 August 2008, the Group sold its share in Blakes and Associates Holdings (Proprietary) Limited
to a third party.
Maravedi Group (Proprietary) Limited
On 31 August 2008, the Group sold its share in Maravedi Group (Proprietary) Limited.
The following associate became a subsidiary during the previous year:
Meeg Bank Limited
The Group acquired a further 50.3% interest in Meeg Bank Limited, which increased its total
shareholding to 100.0%. Meeg Bank Limited has been consolidated since 2008.
Net movement in the carrying value of investments in associates and joint ventures (refer to note 13.1)

IFRS ATT 3.216

2009
Rm

2008
Rm

451

n/a

n/a

59

31

n/a

0

n/a

8

n/a

n/a

90

n/a

11

n/a

29

n/a

931

n/a

0

(718)

n/a

(63)

n/a

n/a

(2)

(291)

1,118

(291)
n/a

1,118
(16)

n/a

(22)

n/a

(37)

(291)

1,043
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13.5 Details of the Purchase Consideration on
Net Assets Acquired on the Aforementioned
Acquisitions are as Follows
Cash paid
Property and equipment
Purchase as part of business combination
Transfer from investments

61
—
39
390
490

1,089
11
—
20
1,120

Cash received
Consideration in shares
Total consideration

(78)
(660)
(738)

(68)
—
(68)

(Profit)/loss on disposal
Transfer to subsidiaries

(43)
—
(781)

28
(37)
(77)

13.6 Details of the Consideration Received on
Net Assets Disposed of on the
Aforementioned Disposals are as Follows

Refer to note 49 for the full disclosure of the Group’s investments in associates and joint ventures.

Note 40. Other Impairments
Group

Note 28. Other Reserves (in part)
Associates’ and Joint Ventures’ Reserves
The associates’ and joint ventures’ reserves comprise the
Group’s share of its associates’ and/or joint ventures’
reserves.

Note 36. Gains and Losses from Banking and Trading
Activities (in part)

Associates and joint ventures
Dividends received
Loss realised on disposal

Group
2009
2008
Rm
Rm
(13)
—
45
—
(58)
—

Note 37. Gains and Losses from Investment Activities
(in part)

Associates and joint ventures
Dividends received
Profit realised on disposal

Group
2009
2008
Rm
Rm
15
31
—
2
15
29

Financial instruments
Available-for-sale instruments (refer to note 12.1)
Amortised cost instruments
Other
Computer software development costs (refer to
note 14)
Equipment (refer to note 16)
Goodwill (refer to note 14)
Investments in associates and joint ventures (refer
to note 13.1)
Repossessed properties

2009
Rm
38
36
2
1,419

2008
Rm
30
1
29
(12)

19
9
37

1
—
—

1,328
26
1,457

—
(13)
18

During the year the Group sold contractual rights it had generated in Ambit Management Services (Proprietary) Limited.
The company is now dormant and consequently the goodwill
previously recognised on this investment has been written off.
During the year under review, indications existed that the
carrying amount of the investments in associates, that arose
as a result of client defaults on single stock futures within Absa
Capital, would not be recoverable. The recoverable amount is
the fair value less costs to sell and was based on the Group’s
best estimate of the price the Group would achieve in a sale
transaction of these investments. These investments have
consequently been impaired.
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The current year’s impairment losses are reported in the
following segments:
• Impairments on available-for-sale financial instruments
are reported in the ‘Absa Capital’ segment.
• Impairments on amortised cost financial instruments are
reported in the ‘Bancassurance’ segment.
• Impairments on computer software development costs
are reported in the ‘Bancassurance’ segment.
• Impairments on equipment are reported in the ‘Business
Bank’ segment.
• Impairments on goodwill is reported in the ‘Other’
segment.
• Impairments on investments in associates and joint ventures are reported in the Absa Capital’ segment.
• The impairment of repossessed properties is reported
in the ‘Retail banking’ segment.

Deposits
Interest and similar income
Interest expense and similar charges
Fees received
Fees paid
Loans and advances
Other assets
Other liabilities
Value of investments managed by the Group

IFRS ATT 3.216
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The previous year’s impairment losses were reported in the
following segments:
• Impairments on available-for-sale financial instruments
are reported in the ‘Other’ segment.
• Impairments on computer software development costs
are reported in the ‘Other’ segment.
• Impairments on amortised cost financial instruments are
reported in the ‘Bancassurance’ segment.
• The impairment reversal of repossessed properties is
reported in the ‘Retail banking’ segment.

Note 49. Related Parties (in part)
49.5 Associates, Joint Ventures and Retirement
Benefit Funds
At the statement of financial position date, the Absa Group
Pension Fund held shares to the value of R69 million (2008:
R219 million) and other securities to the value of R876 million
(2008: R52 million) in the Group.
The Group provides certain banking and financial services
to associates and joint ventures. The Group also provides
a number of current and interest-bearing cash accounts to
the Group pension fund. These transactions are conducted
on the same terms as third-party transactions and are not
individually material.
In aggregate, the amounts included in the Group’s financial
statements are as follows:

Associates and
Joint Ventures
Rm
(177)
(1,026)
41
(117)
4
8,411
2,218
(127)
—

Group
2009
Retirement Benefit
Funds
Rm
(45)
—
1
(17)
639
—
—
—
1,545

Total
Rm
(222)
(1,026)
42
(134)
643
8,411
2,218
(127)
1,545
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Group 2009

Name
Equity-Accounted Associates
Ambit Properties Limited(1,3)
Blue Financial Services Limited(1,5)
Pinnacle Point Group Limited(1,5)
Sekunjalo Investments Limited(1,5)
Spring Valley Investments (Proprietary) Limited
(previously Zevoli 146 (Proprietary) Limited)
Unitrans Finance (Proprietary) Limited
Equity-Accounted Joint Ventures
FFS Finance South Africa (Proprietary) Limited
Integrated Processing Solutions (Proprietary)
Limited(4)
Kilkishen Investments (Proprietary) Limited(1,4)
MAN Financial Services (S.A.) (Proprietary) Limited
Meadowood Investments 8 (Proprietary) Limited
Sanlam Home Loans (Proprietary) Limited
Stand 1135 Houghton (Proprietary) Limited(1,4)
Virgin Money South Africa (Proprietary) Limited
Associates and Joint Ventures Designated at
Fair Value Through Profit or Loss
Absa Corob Trust Joint Venture(1)
African Spirit Trading 309 (Proprietary) Limited(1,6)
Agrista (Proprietary) Limited(1)
Barrie Island Property Investments (Proprietary)
Limited(1)
Cherry Vanilla Investments (Proprietary) Limited
Culemborg Investment Properties (Proprietary)
Limited
Mall on 14th Avenue (Proprietary) Limited(1)
Maxcity Properties (Proprietary) Limited(1)
Maxcity Homes (Proprietary) Limited(1)
Mogale City Mall (Proprietary) Limited (previously
Blue Nightingale 608 (Proprietary) Limited)(1)
Northern Lights Trading 197 (Proprietary) Limited
Pacific Heights Investments 196 (Proprietary)
Limited(1)
Palm Hill Property Investments (Proprietary)
Limited(1)
Parsons Vlei Development (Proprietary) Limited
(previously RZT Zelpy 4809 (Proprietary) Limited)(1)
Persistant Properties (Proprietary) Limited(1)
Retail Africa Wingspan Investments (Proprietary)
Limited
Somerset West Auto Park (Proprietary) Limited(1)
Tembisa Mall (Proprietary) Limited(1,4)
The Racing Investment Trust
(1)
(2)
(3)
(4)
(5)
(6)

Country of
Incorporation

Carrying
Value
Rm

Total
Assets (2)
Rm

EquityTotal Accounted
Liabilities (2) Earnings
Rm
Rm

Loans
(From)/to
Entities
Rm

Ownership
%

South Africa
South Africa
South Africa
South Africa

—
58
—
41

—
2,459
1,685
723

—
1,552
970
331

4
—
—
(13)

—
—
—
—

—
20
23
26

South Africa
South Africa

14
0

35
0

28
0

(0)
—

—
—

37
35

South Africa

258

8,337

7,820

(41)

4,619

50

South Africa
South Africa
South Africa
South Africa
South Africa
South Africa
South Africa

19
32
57
0
—
8
0

85
107
2,065
513
4,978
20
30

33
52
1,952
722
5,006
10
106

8
(0)
0
—
—
(0)
(8)

—
—
1,181
356
1,569
—
0

50
50
50
50
50
50
50

South Africa
South Africa
South Africa

n/a
n/a
n/a

10
695
—

—
362
—

n/a
n/a
n/a

—
79
—

50
50
47

South Africa
South Africa

n/a
n/a

42
150

45
49

n/a
n/a

—
22

40
30

South Africa
South Africa
South Africa
South Africa

n/a
n/a
n/a
n/a

273
181
125
52

193
157
248
18

n/a
n/a
n/a
n/a

120
—
212
—

50
30
40
50

South Africa
South Africa

n/a
n/a

95
230

39
86

n/a
n/a

—
—

30
50

South Africa

n/a

328

182

n/a

—

50

South Africa

n/a

41

21

n/a

(3)

40

South Africa
South Africa

n/a
n/a

176
26

183
33

n/a
n/a

120
19

25
50

South Africa
South Africa
South Africa
South Africa

n/a
n/a
n/a
n/a

2,666
71
0
77

2,107
31
0
26

n/a
n/a
n/a
n/a

283
18
—
23

30
33
50
20

The financial statements have different reporting dates to that of the Group, as these were the financial reporting dates established when
the entities were incorporated. The impact is not considered to be material.
The summary financial information includes 100% of the equity-accounted investees’ total assets and total liabilities.
Disposed during the year.
Acquired during the year.
Impaired during the year.
Loans to entities of R79 million relates to Menlyn Maine Investment Holdings (Proprietary) Limited, which is an associate of African Spirit
Trading 309 (Proprietary) Limited.
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Note 59. Market Risk (in part)
59.5 Foreign Exchange Risk (in part)
59.5.2 Transactional and Translational Foreign Exchange
Risk (in part)
The Group is exposed to two sources of foreign exchange
risk:
• Translational foreign exchange risk: The Group has various investments in foreign subsidiaries or associates
which have functional currencies other than the South
African rand (ZAR). Translational foreign exchange risk
is the risk that exchange rate fluctuations will create
volatility in the rand value of these net investments. This
may in turn impact the statement of comprehensive income, equity or capital ratios. The impact of a change in
the exchange rate between ZAR and any of the relevant
currencies would be:
— a higher or lower profit after tax, arising from
changes in the exchange rates used to translate
items in the consolidated statement of comprehensive income;

— a higher or lower currency translation reserve within
equity, representing the retranslation of the net assets of non-ZAR entities, arising from changes in
the exchange rates used to translate the net assets
at the statement of financial position date, net of the
effects of any hedges of net investments; and
— changes in the value of non-monetary available-forsale investments denominated in foreign currencies
impacting the available-for-sale reserve.
The main functional currencies in which the Group’s business
is transacted are ZAR and, on a lesser scale, US dollar, sterling, euro, Tanzanian shilling and Mozambican metical. Translational foreign currency risk can be mitigated through hedging
using for example forward foreign exchange contracts, or by
financing with borrowings in the same currency as the functional currency involved.
The Group’s policy is to economically hedge foreign currency net investments, where practical, after taking consideration of market liquidity, cost of hedging, the materiality of the
exposure and exchange control regulations. Based on these
considerations, the Group does not currently actively hedge
foreign currency net investments, but the risk is monitored
regularly to consider the need for mitigating actions towards
minimising material fluctuations.

Income From Investments in Associates
and Joint Ventures—Impairment Losses
and Reversals of Impairment Losses
3.217

Siemens Aktiengesellschaft (Sep 2009)
CONSOLIDATED STATEMENTS OF INCOME
(in part)
For the fiscal years ended September 30, 2009, 2008 and
2007 (in millions of €, per share amounts in €)
Note
Revenue
Cost of goods sold and services rendered
Gross profit
Research and development expenses
Marketing, selling and general administrative expenses
Other operating income
Other operating expense
Income (loss) from investments accounted for using the equity
method, net
Financial income (expense), net
Income from continuing operations before income taxes

IFRS ATT 3.217

6
7
8
9

2009
76,651
(55,941)
20,710

2008
77,327
(56,284)
21,043

2007
72,448
(51,572)
20,876

(3,900)
(10,896)
1,065
(632)

(3,784)
(13,586)
1,047
(2,228)

(3,399)
(12,103)
680
(1,053)

(1,946)
(510)
3,891

260
122
2,874

108
(8)
5,101
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NOTES TO CONSOLIDATED FINANCIAL
STATEMENTS (in part)
(In millions of €, except where otherwise stated and per share
amounts)

Note 2. Summary of Significant Accounting Policies
(in part)
Basis of consolidation—The Consolidated Financial Statements include the accounts of Siemens AG and its subsidiaries which are directly or indirectly controlled. Control
is generally conveyed by ownership of the majority of voting
rights. Additionally, the Company consolidates special purpose entities (SPE’s) when, based on the evaluation of the
substance of the relationship with Siemens, the Company
concludes that it controls the SPE. Associated companies are
recorded in the Consolidated Financial Statements using the
equity method of accounting. Companies in which Siemens
has joint control are also recorded using the equity method.
Associated companies—Companies in which Siemens has
the ability to exercise significant influence over operating and
financial policies (generally through direct or indirect ownership of 20% to 50% of the voting rights) are recorded in the
Consolidated Financial Statements using the equity method
of accounting and are initially recognized at cost. The excess of Siemens’ initial investment in associated companies
over Siemens’ ownership percentage in the underlying net
assets of those companies is attributed to certain fair value
adjustments with the remaining portion recognized as goodwill. Goodwill relating to the acquisition of associated companies is included in the carrying amount of the investment
and is not amortized but is tested for impairment as part of
the overall investment in the associated company. Siemens’
share of its associated companies’ post-acquisition profits or
losses is recognized in the income statement, and its share
of post-acquisition movements in equity that have not been
recognized in the associates’ profit or loss is recognized
directly in equity. The cumulative post-acquisition movements
are adjusted against the carrying amount of the investment in
the associated company. When Siemens’ share of losses in
an associated company equals or exceeds its interest in the
associate, Siemens does not recognize further losses, unless
it incurs obligations or makes payments on behalf of the associate. Intercompany results arising from transactions between
Siemens and its associated companies are eliminated to the
extent of Siemens’ interest in the associated company.

Note 8. Income (Loss) From Investments Accounted
for Using the Equity Method, Net

Share of profit (loss), net
Gains (losses) on sales, net
Impairment
Reversals of impairment

Year Ended September 30
2009
2008
2007
(392)
259
75
5
1
35
(1,644)
—
(2)
85
—
—
(1,946)
260
108

BSH Bosch Siemens Hausgeräte GmbH (BSH) as well as our
share in Krauss-Maffei Wegmann GmbH & Co. KG (KMW) the
two latter totaling €195, €242 and €296, in fiscal 2009, 2008
and 2007, respectively (see also Note 4 and Note 19).
Investments in associates and in jointly controlled entities are tested for impairment if there is an indication that
the investment may be impaired. In the three months ended
September 30, 2009, NSN, presented in the segment Equity
Investments, was tested for impairment. The main triggering
events were NSN’s loss of market share as well as a decrease
in the product business operations resulting in significantly
adjusted financial forecasts of future cash flows of NSN. The
NSN impairment test is based on fair value less costs to sell
applying a discounted cash flow method. As a result, an impairment loss of €1,634 was recognized in Income (loss) from
investments accounted for using the equity method.
Reversals of impairment of €51 relates to an impairment in
a previous year of an investment held by SFS, which was reversed in fiscal 2009 as a result of a recovery of our expected
future results from that investment.
For further information on the Company’s principal investments accounted for under the equity method see Note 19.

Note 19. Investments Accounted for Using
the Equity Method
As of September 30, 2009 and 2008, Siemens’ principal investments accounted for under the equity method, which are
all unlisted, are (in alphabetical order):
Percentage of
Ownership
September 30
2009
2008
BSH Bosch und Siemens Hausgeräte
GmbH (BSH)
Capital Meters Holdings Ltd.
Dräger Medical AG & Co. KG
Enterprise Networks Holdings B.V.
Krauss-Maffei Wegmann GmbH & Co. KG
Nokia Siemens Networks Holding B.V.
P.T. Jawa Power
Shanghai Electric Power Generation
Equipment Co. Ltd.
Voith Hydro Holding GmbH & Co. KG
(1)
(2)

50%
20%
25%
49%
49%
50%(1)
50%(2)

50%
20%
25%
49%
49%
50%(1)
50%(2)

34%
35%

34%
35%

The exact percentage of voting rights equals 50% less 25 voting
rights.
The investment is no jointly controlled entity because of two additional shareholders.

The investments in Areva and FSC have been classified as assets held for disposal in January 2009 and September 2008,
respectively, and accounting under the equity method was
ceased (see Note 4 for additional information on Areva). FSC
was sold in April 2009 (see Note 4 for further information on
Dispositions).

Share of profit (loss), net includes our share in NSN’s fiscal
2009, 2008 and 2007 earnings of €(543), €(119) and €(429),
respectively, our share in EN’s fiscal 2009, 2008 and 2007
earnings of €(171), €— and €—, respectively, our share in
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Our interest in BSH, which is the principal jointly controlled
entity of Siemens, is recognized using the equity method, as
described in Note 2, applying BSH’s twelve month periods
ended June 30. The following information reflects BSH’s most
recent published financial statements, not adjusted for the
percentage of ownership held by Siemens.

Revenue
Net income (loss)

17:28

Year Ended December 31
2008
2007
2006
8,758
8,818
8,308
311
411
372

Current assets
Non-current assets
Current liabilities
Non-current liabilities

December 31
2008
2007
3,678
3,699
2,495
2,577
2,033
2,074
1,744
1,830

Summarized financial information for our principal investments in associates, not adjusted for the percentage of ownership held by Siemens, is presented below. Income statement
information is presented for the twelve month period applied
under the equity method of accounting.
Year Ended September 30
2009
2008
2007
Revenue(3)
Net income (loss)(3)
(3)

19,871
(769)

20,115
199

10,501
(564)

Fiscal 2007 NSN income statement information is for the six
months ended September 30, 2007.

Balance Sheet information is presented as of the date used
in applying the equity method of accounting.
September 30
2009
2008
22,218
26,010
14,446
15,839

Total assets
Total liabilities

For information on contingent liabilities for joint ventures and
associates see Note 39.
Regarding the impairment of the NSN investment see
Note 8.

Loss on Dilution of Interests in Associates
3.218

Mobile Industries Limited (Dec 2009)
STATEMENTS OF COMPREHENSIVE INCOME
(in part)
For the year ended 31 December 2009
Group

Revenue
Administration expenses
Operating (loss)/profit before interest
Interest expense
Share of profit of associate
Loss on dilution of interest in associate
Profit before tax
Income tax credit/(expense)
Profit for the year
Other comprehensive (loss)/income
Share of other comprehensive
(loss)/income of associate
Total comprehensive (loss)/income
for the year

IFRS ATT 3.218

Notes
3.6, 12
13
119.7
13
14

Company

2009
Rm
0.6
(1.7)
(1.1)
—
306.6
(0.6)
118.0
0.1

2008
Rm
0.9
(1.8)
(0.9)
—
—
(0.6)
305.1
(0.1)

2009
Rm
96.0
(1.6)
94.4
(0.5)
—
—
93.9
—

2008
Rm
81.5
(1.5)
80.0
(0.6)
—
—
79.4
(0.1)

118.1

305.0

93.9

79.3

(336.7)

368.4

—

—

(218.6)

673.4

93.9

79.3
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STATEMENTS OF CHANGES IN EQUITY (in part)
For the year ended 31 December 2009

Group
Total comprehensive (loss)/income for the year
Loss on dilution of investment in associate
transferred to non-distributable reserve
Contributions by/(Distributions to) owners
Share of associate’s transactions with
owners—share-based payments
Dividends paid to equity holders
Total transactions with owners
Balance at 31 December 2009

Share
Capital
Rm
—

Share
Premium
Rm
—

Non-Distributable
Reserve
Rm
(336.7)

Revaluation
Reserve
Rm
—

Retained
Income
Rm
118.1

Total
Rm
(218.6)

—

—

(0.6)

—

0.6

—

—
—
—
0.1

—
—
—
192.6

6.8
—
6.8
251.6

—
—
—
262.2

—
(94.5)
(94.5)
1,335.9

6.8
(94.5)
(87.7)
2,042.4

NOTES TO THE FINANCIAL STATEMENTS (in part)
For the year ended 31 December 2009

Note 1. Reporting Entity (in part)
Mobile Industries Limited (the ‘company’) is a company registered in the Republic of South Africa. The address of the
company’s registered office is 1313 Main Tower, Standard
Bank Centre, Heerengracht, Cape Town, 8001. The consolidated financial statements of the company as at and for the
year ended 31 December 2009 comprise the company and its
subsidiaries (together referred to as the ‘group’ and individually as ‘group entities’) and the group’s interest in an associate
entity. The company is an investment holding company.

Note 2. Basis of Preparation (in part)
2.5 Change in Accounting Policies (in part)
2.5.3 Change in Accounting Policies by Associate
Accounting for Gains and Losses on Disposal of Container
Leasing Equipment
Trencor adopted the amendment to IAS 16 Property, Plant
and Equipment, which formed part of the lASB’s Annual Improvement Project for 2009, which has resulted in containers
in the leasing fleet being transferred to inventory at their carrying amounts when they cease to be rented or become held for
sale. Proceeds on the sale of these assets are recognised in
revenue in accordance with IAS 18 Revenue. Profits or losses
arising from the sale of these assets are included in headline
earnings for the first time during the current year. Due to the
change in accounting policy the share of headline earnings
adjustments no longer includes this exclusion. Comparative
amounts have been re-presented to account for the changes.

ing the equity method (equity accounted investees) and are
initially recognised at cost. The group’s investment includes
goodwill identified on acquisition, net of any accumulated impairment losses. The consolidated financial statements include the group’s share of their income, expenses and equity
movements of associates, after adjustment to align the accounting policies with those of the group, from the date that
significant influence commences until the date that significant
influence ceases. When the group’s share of losses exceeds
its interest in an associate, the carrying amount of that interest (including any long-term investments) is reduced to nil
and recognition of further losses is discontinued except to the
extent that the group has an obligation or made payments on
behalf of the investee.
Gains or losses arising on the dilution of investments in
associates are recognised in profit or loss and the net gain
or loss attributable to the group is transferred to a separate
reserve in equity.
In the case of the company, investments in associates are
carried at cost, less accumulated impairment losses.
3.1.3 Transactions Eliminated on Consolidation
Intra-group balances and transactions, and any unrealised
income and expenses arising from intra-group transactions,
are eliminated in preparing the consolidated financial statements. Unrealised gains arising from transactions with equity
accounted investees are eliminated against the investment
to the extent of the group’s interest in the entity. Unrealised
losses are eliminated in the same way as unrealised gains,
but only to the extent that there is no evidence of impairment.

Note 3. Significant Accounting Policies (in part)
3.1.2 Associates
Associates are those entities in which the group has significant influence, but not control, over the financial and operating policies. Significant influence is presumed to exist when
the group holds between 20 and 50 per cent of the voting
power of another entity. Associates are accounted for us-
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Note 4. Investment in Associate (in part)
Group

Trencor Limited
Listed shares held at cost
Number of shares: 86,695,758 (2008: 86,695,758)
Market value: R2 275,8 million (2008: R1 699,2 million)
Attributable reserves and profit net of dividends received

Company

2009
Rm

2008
Rm

2009
Rm

2008
Rm

463.9

463.9

463.9

463.9

1,572.1
2,036.0

1,878.3
2,342.2

—
463.9

—
463.9

3.2

(22.1)

—

—

Liabilities
Rm
6,209.0
7,845.1

Equity
Rm
5,746.0
6,619.1

Revenue
Rm
1,958.0
2,804.1

Profit
Rm
259.0
662.6

Mobile Industries holds 46.25% of the issued share capital
of Trencor (2008: 46.26%)
Share of profit/(loss) of discontinued operations of Trencor
Summary Financial Information of Trencor—100%

2009
2008

Assets
Rm
11,955.0
14,464.2

Note 6. Participation in Export Partnerships (in part)
The subsidiaries participate in various export partnerships.
The partnerships bought and sold containers in terms of longterm suspensive purchase and credit sale agreements, with
repayment terms usually over a 10 to 15 year period.

Note 9. Reserves
Group

Non-Distributable
Reserves of associate attributable to the group
Revenue profits of the subsidiary company attributable to the
holding company. converted into capitalisation shares by
the subsidiary
Revaluation reserve—fair value adjustments transferred from
retained income
Post-acquisition non-distributable reserve of subsidiary
Distributable
Retained income
Company and subsidiaries
Associate
Total reserves
Dividends
Dividends declared and paid during the year are as follows:
Final dividend in respect of financial year 2008
—6,05 cents per share (2007: 4,7 cents)
Interim dividend in respect of financial year 2009
—2,8 cents per share (2008: 2,8 cents)

IFRS ATT 3.218

Company

2009
Rm

2008
Rm

2009
Rm

2008
Rm

251.4

581.9

—

—

0.1

0.1

0.1

0.1

262.2
0.1
513.8

262.2
0.1
844.3

262.2
—
262.3

262.2
—
262.3

1,335.9
15.2
1,320.7
1,849.7

1,311.7
15.3
1,296.4
2,156.0

11.0
11.0
—
273.3

11.6
11.6
—
273.9

64.6

50.2

64.6

50.2

29.9
94.5

29.9
80.1

29.9
94.5

29.9
80.1
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A final dividend of 6,9 cents per share in respect of financial
year 2009 was declared by the board on 16 February 2009.
This dividend will not be subject to STC as the company has
sufficient unutilised STC credits (refer note 10).
The distributable reserves of the company would not attract
STC if distributed by way of dividends as the company has
sufficient unutilised STC credits.

Note 12. Revenue
Dividend income from associate
Interest income
Bank

—

—

95.4

80.6

0.6
0.6

0.9
0.9

0.6
96.0

0.9
81.5

Note 14. Income Tax (Credit)/Expense
Group

South African normal
Current
Adjustment in respect of prior year
South African deferred
Reversal of temporary differences
Adjustment due to change in rate

Company

2009
Rm
0.1
0.3
(0.2)
(0.2)
(0.2)
—
(0.1)

2008
Rm
0.5
0.5
—
(0.4)
(0.3)
(0.1)
0.1

2009
Rm
—
—
—
—
—
—
—

2008
Rm
0.1
0.1
—
—
—
—
0.1

%
28.0
—
0.2
0.1
(28.4)
(0.1)

%
28.0
—
0.1
0.1
(28.2)
—

%
28.0
(28.4)
0.4
—
—
—

%
28.0
(28.5)
0.6
—
—
0.1

2009
Rm

2008
Rm

2009
Rm

2008
Rm

118.1
1,068.0
11.1

305.0
1,068.0
28.6

—
—
—

—
—
—

The effective tax rate is reconciled as follows:

Statutory tax rate
Non-taxable income
Non-deductible expenditure
Dilution of investment in associate
Profit of associate
Effective tax rate

Note 15. Earnings and Headline Earnings Per Share
Group

Basic Earnings Per Share
Profit for the year attributable to equity holders of the company
Weighted average number of shares in issue (million)
Earnings per share (cents)

Company
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Diluted earnings per share is equal to basic earnings per
share.
Group

Headline Earnings Per Share
Undiluted
Profit for the year attributable to equity holders of the company
Loss on dilution of interest in associate
Attributable share of headline earnings adjustments of associate
Headline earnings attributable to equity holders of the company
Weighted average number of shares in issue (million)
Headline earnings per share (cents)

Company

2009
Rm

2008
Rm

2009
Rm

2008
Rm

118.1
0.6
(2.9)
115.8
1,068.0
10.8

305.0
0.6
58.1
363.7
1,068.0
34.1

—
—
—
—
—
—

—
—
—
—
—
—

2009
Rm
118.1
(119.7)

2008
Rm
305.0
(306.6)

2009
Rm
93.9
—

2008
Rm
79.3
—

—
—
(0.6)
0.6
(0.1)
(1.7)
(0.9)
0.1
(1.2)
—
0.2
0.2
(2.4)

—
—
(0.9)
0.6
0.1
(1.8)
(0.6)
(0.3)
1.2
—
(1.5)
0.4
(2.0)

0.5
(95.4)
(0.6)
—
—
(1.6)
(0.6)
0.1
(1.2)
0.3
0.2
—
(2.2)

0.6
(80.6)
(0.9)
—
0.1
(1.5)
(0.2)
(0.3)
1.2
0.4
(1.5)
—
(1.7)

Diluted headline earnings per share is equal to undiluted
headline earnings per share.

Note 16. Note to the Statements of Cash Flows
(in part)
16.1 Reconciliation of Profit for the Year to Cash
Utilised by Operations
Group

Profit for the year
Attributable profit of associate
Adjusted for:
Interest expense
Dividend income
Interest income
Loss on dilution of interest in associate
Income tax (credit)/expense
Operating loss before working capital changes
Working capital changes
Decrease/(Increase) in trade and other receivables
(Decrease)/Increase in amounts due to subsidiary of associate
Increase in amount due to subsidiary
Increase/(Decrease) in trade and other payables
Receipt from export partnerships
Cash utilised by operations

Note 18. Related Party Transactions (in part)
18.1 Identity of Related Parties
The group has a related party relationship with its subsidiaries, its associate and key management personnel of
the company, which comprises the directors (refer directors’
report).
18.2 Intra-Group Transactions
Investment in associate (refer note 4).
18.3 Participation in Export Partnerships
The subsidiaries are partners in export partnerships. The
managing partner of these partnerships is Trencor Services
(Pty) Limited, a subsidiary of the associate (refer note 6).
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Share of Income from Associates Not
Included in Operating Profit and Share
of Other Comprehensive Income
of Associates
3.219

Pargesa Holding AG (Dec 2009)
CONSOLIDATED INCOME STATEMENT
2009
CHF Million
1,416.6
224.0
1,640.6
(54.3)
1,586.3

2008
CHF Million
(1,247.2)
459.3
(787.9)
(139.6)
(927.5)

Note

2009
CHF Million
1,586.3

2008
CHF Million
(927.5)

5.5, 17.4
17.4
17.4
17.4
17.4

1,029.3
79.4
(112.8)
43.2
5.0

(6,253.3)
(106.3)
(3,146.3)
(407.9)
(4.2)

1,044.1

(9,918.0)

Note
Operating and financial profit
Income from associates
Net profit for the period
Income taxes
Net profit for the period (including minorities)

14
10

CONSOLIDATED STATEMENT OF
COMPREHENSIVE INCOME (in part)

Net profit for the period (including minorities)
Other comprehensive income
Change in fair value
Change in hedging reserve
Translation differences
Share of other comprehensive income of associates
Other items
Total other comprehensive income(1),(2)

NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (in part)
Note 1. Accounting Policies
PARGESA HOLDING SA (“the Company”), 11, Grand-Rue,
1204 Geneva, Switzerland, is registered in the Commercial
Register of the Canton of Geneva. Its main purpose is the
purchase, sale, administration and management, in Switzerland and abroad, of investments of a financial, commercial
and industrial nature.
The consolidated annual accounts of the Company for the
accounting periods ending 31 December 2009 and 31 December 2008 bring together the Company and its controlled
subsidiaries (collectively described as “the Group”) and the
Group’s interests in associated undertakings. The Board of
Directors authorized the publication of the consolidated accounts on 2 March 2010.
Pargesa Holding is majority owned by Parjointco, a Dutch
corporation. The ultimate shareholders are the Frère group
(Mr Albert Frère) in Belgium and the Power group (Mr Paul
Desmarais) in Canada.

tain non-significant companies have not been included in the
scope of consolidation. These companies are classified in the
“available-for-sale financial assets” item and were measured
at 31 December at fair value. Intercompany transactions, balances and unrealised profits and losses between Group companies have been eliminated.
(2) Investments in Associates
An associate is a company in which the Group exercises significant influence by participating in the financial and operating
policy decisions of the investee, but which is neither a subsidiary nor a joint venture of the Group. Significant influence
is presumed to exist when the Company owns, directly or indirectly through its subsidiaries, 20% or more, but less than
50%, of the voting power. Investments in associates are included in the consolidated financial statements by the equity
accounting method as of the date on which considerable influence was first exercised and until the date when considerable
influence ceased.
The carrying amount of investments is reduced where necessary in order to recognize any impairment of individual
investments.

Consolidation Principles
The consolidated annual accounts include all the companies
under the control of the Group and record those under the
significant influence of the Group using the equity accounting method. In accordance with the materiality principle, cer-

Changes in the Scope of Consolidation
The Group subscribed to the Imerys and Lafarge capital rights
issues. The rates of consolidation for these investments, i.e.
Imerys, a wholly-integrated company in the Group’s financial
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statements and Lafarge, an associated company, are substantially the same as at the end of 2008.
Accounting Changes, Errors, Principal Judgments
and Accounting Estimates
At GBL, the reversal of the impairment previously recorded
was reviewed in view of the significant rise in the market price
of Lafarge, an associate company.
An analysis of the impairment recorded for the year is given
in Note 8.
(3) Impairment

Note 2. Segment Reporting
The Group’s business is subdivided into two segments, i.e.
Holdings and Imerys.
The Holdings segment groups together Pargesa and GBL,
a company listed on Euronext Brussels, and their whollyowned subsidiaries. The main purpose of the group of
companies in the Holdings segment is the management of
investments.
The Imerys segment comprises the Imerys group, which
holds leading positions in each of its 4 business groups: Minerals for Ceramics, Refractories, Abrasives & Foundry; Performance Minerals & Filtration; Pigments for Paper and Materials
& Monolithics. Imerys is listed on Euronext Paris.
2.1 Segment Analysis by Business
Segment Income in 2009
CHF Million
Operating and financial profit
Income from associates
Net income before tax

Holdings
1,298.1
224.3
1,522.4

Imerys
118.5
(0.3)
118.2

Total
1,416.6
224.0
1,640.6

2009
Carrying
Amount
4,302.8
8.5
484.6
—
224.0
(131.0)
981.2
(12.3)
5,857.8

2008
Carrying
Amount
258.3
4,811.7
1,655.3
(0.9)
459.3
(238.1)
(1,732.8)
(910.0)
4,302.8

Note 14. Investments in Associates

CHF Million
Amount at 1 January
Transfer(1)
Acquisitions(2)
Disposals
Income
Dividend paid
Impairment reversal (impairment)
Translation differences and other(3)
Amount at 31 December
(1)

(2)
(3)

In 2008, this line, at CHF 4,809.8 million, represents the first equity
accounting of the investment in Lafarge, a company which until
the end of 2007 was classified under “Available-for-sale financial
assets” in the balance sheet and which was transferred at cost
into the “Investments in associates” item.
This line primarily represents the additional investment in Lafarge
by GBL.
This line includes the translation differences associated with
Lafarge.
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A difference of CHF 1,732.8 million resulted in 2008 when
Lafarge was first equity-accounted by GBL, and included the
shares acquired during the period. It corresponded to the difference between the overall cost of acquisition and the fair
value of Lafarge’s net assets.
Analysis of Investments in Associates
CHF Million
Lafarge
Ergon Capital Partners I and II
Other Imerys equity associates
Carrying amount at 31 December

2009
5,648.1
135.6
74.1
5,857.8

2008
4,089.2
139.1
74.5
4,302.8

Lafarge and Ergon are part of the “Holdings” segment in Segment Reporting and “Other Imerys equity associates” are part
of the Imerys segment.
Reversal of Impairment Recorded in 2009
Given the rise in the Lafarge stockmarket price during the
first nine months of 2009, the application of IAS 36 required
GBL to reverse part of the impairment recognised in 2008,
at the end of the reporting period on 30 September 2009.
The reversal, amounting to EUR 650 million (CHF 981.2 million), was calculated on the basis of the market price at that
date (EUR 61.15). In accordance with IAS 28 and IAS 36, the
sum reversed did not have to be adjusted in the fourth quarter because there was no objective evidence of impairment
at 31 December 2009. The equivalent in CHF of the market
value of the Lafarge shares at 31 December 2009 was CHF
5,172 milion.
Impairment Recorded in 2008
The Lafarge shares held by GBL are listed on Euronext Paris
in EUR and the equivalent in CHF of their market value at 31
December 2008 was CHF 2,671 million, i.e. CHF 3.2 billion
less than the carrying amount at GBL, which includes goodwill. The substantial fall in the fair value of the Lafarge investment, even if it was temporary and not for a long period of time,
was an objective indication of possible impairment according to IAS 39 “Financial Instruments: Recognition and Measurement.” Consequently, GBL, in accordance with IFRS 36
“Impairment of Assets,” carried out an impairment test in order
to estimate the recoverable amount, which is the higher of fair
value less disposal costs and the value in use. The value in
use is the discounted value of future cash flows likely to result
from an asset or a cash generating unit. The method used to
calculate the value in use was based on the measurement of
the current value of future cash flows. Based on 5-year projections prepared by GBL from publicly available information,
the key assumptions used were as follows:

Valuation Assumptions
Growth rate of revenues beyond the period
covered by the forecasts
Discount rate

Discounted Cash
Flow Method
1.0% to 2.0%
7.4% to 7.9%
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The value in use resulting from the application of the abovementioned method and assumptions corresponded to a value
per share between EUR 55 and EUR 85. In view of the range
calculated above, GBL Management decided to record an impairment of CHF 1,732.8 million (EUR 26 per Lafarge share)
on the Group’s earnings in 2008. This last amount corresponded to the difference between the consolidated carrying
amount of the Group’s investment in Lafarge and the Group’s
share of Lafarge IFRS shareholders’ equity at 31 December
2008, as published. The following table summarises the sensitivity of the assumptions compared with the average value:

Sensitivity of Assumptions
Discount rate
Growth rate beyond the period covered by
the forecasts

Changes
+0.25%
–0.25%

Impact on
Value in
Use (EUR
Per Share)
–7 to –21
–9 to + 8

–1.00%

–9 to –21

Equity (group share)(∗)
Equity share of main investments
in associates
Other associates(2)
Reversal of Lafarge impairment
Goodwill
Carrying amount of investments
in associates
Revenue
Income for the period (group share)
Group share of income for the period
(∗)
(1)
(2)

In August 2010, the IASB and FASB published an exposure draft on accounting for leases as part of their
convergence agenda. These proposals are discussed
briefly in the preface.
Author’s Note
The discussion in this subsection addresses only the
effect of IAS 17 on the statement of comprehensive
income. Recognition, measurement, presentation, and
disclosures related to leasehold assets and liabilities
shown on the balance sheet are discussed in section 2.
3.220 IAS 17 establishes the criteria for revenue and ex-

2008
507.7
(65.1)
16.7
459.3

2009

2008

Recognition and Measurement

10,412.2
2,080.9
(5,208.2)
(1,894.8)
(570.2)

10,569.7
2,435.1
(5,398.3)
(2,831.8)
(546.4)

4,819.9

4,228.3

4,819.9
63.7
963.8
10.4

4,228.3
69.4
—
5.1

(1)

Main shareholdings :
Long-term assets(∗)
Short-term assets(∗)
Long-term liabilities(∗)
Short-term liabilities(∗)
Minority interests(∗)

Author’s Note

2009
234.4
(10.1)
(0.3)
224.0

Key Figures for Associates
CHF Million

IFRS Overview and Comparison
to U.S. GAAP

pense recognition for both lessees and lessors, regardless of
whether the entity accounts for the lease as an operating or
finance lease. A finance lease is one that transfers substantially all of the risks and rewards of ownership to the lessee.
Classification as a finance lease requires a lessee to recognize an asset and related liability on its balance sheet and a
lessor to remove the leased asset from its balance sheet and
recognize a receivable for the lease payments. When a lease
does not meet the criteria for classification as a finance lease,
both the lessee and lessor should classify it as an operating
lease.

Analysis of Income From Associates
CHF Million
Lafarge
Ergon Capital Partners I and II
Other Imerys equity associates
Income from equity associates

IAS 17, LEASES

5,857.8

4,302.8

24,076.9
1,087.8
224.0

30,316.2
2,399.2
459.3

GBL group share.
This item includes details relating to Lafarge and to Ergon Capital
Partners I and II, an unlisted shareholding of GBL.
This line groups various equity associates of Imerys, the largest in
terms of its equity value being MST Mineralien Schiffahrt at CHF
36.8 million.

IFRSs
3.221 Lessees holding assets under finance leases should

recognize depreciation expense on the leasehold asset and a
finance charge (interest expense) on the leasehold liability
using the effective interest method of amortization. A lessee
should recognize contingent rents as an expense of the period
in which they are incurred.
3.222 A lessee should test and measure impairment losses

on leased assets in accordance with IAS 36.
3.223 A lessee holding leased assets under operating leases

should recognize expense on a straight-line basis over the
lease term, unless another systematic basis better represents
the pattern of benefits it expects to receive from the asset’s
use.
3.224 At the inception of a finance lease, a lessor should

recognize a receivable measured at its net investment in the
leased asset. A lessor should treat the lease payment as a
return of principal and finance income and recognize the
latter based on the effective interest method. A manufacturer or dealer lessor should recognize selling profit or loss
during the period in accordance with its policy for regular
sales. However, if artificially low rates of interest are quoted,
the entity should restrict its selling profit to what would be
earned if it charged a market rate of interest. Manufacturer and
dealer lessors should recognize costs incurred to negotiate or
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conclude the lease as an expense in the same period as they
recognize selling profit or loss.

Disclosure

3.225 A lessor should recognize lease income on operating

IFRSs

leases on a straight-line basis over the lease term, unless another systematic basis better represents the pattern of benefits
it expects to receive from the asset’s use. A lessor should recognize other costs, such as depreciation expense on the leased
asset, as an expense. A lessor should add any initial indirect
costs of negotiating and concluding the lease agreement to
the carrying value of the asset and recognize an expense over
the lease term on the same basis as it recognizes income.
U.S. GAAP
3.226 Like IFRSs, FASB ASC 840-10-25 contains guid-

ance for assessing whether a lessee holds an asset under an
operating lease or a capital (finance) lease. These criteria are
similar to those in IFRSs. Like IFRSs, when the lessee holds
an asset under an operating lease, FASB ASC 840-20-25-1
requires the lessee to recognize operating lease payments as
expense on a straight-line basis over the lease term.
3.227 Like IFRSs, FASB ASC 840-30-25-1 requires a

lessee that holds an asset under a capital lease to record a
leased asset and a corresponding lease liability. In accordance
with paragraphs 1 and 6 of FASB ASC 840-30-35, when the
asset is depreciable, the lessee should recognize depreciation
expense on the asset and recognize interest expense on the
liability using the effective interest method.
3.228 Unlike IFRSs, when the lessee recognizes a capital

lease, paragraphs 41–45 of FASB ASC 840-10-25 provides
additional criteria that lessors should meet before recognizing
a capital lease, and removing the asset from their balance
sheet. Once a lessor meets those criteria, like IFRSs, FASB
ASC 840-30 requires the entity to recognize a receivable
measured at its net investment in the lease. The lessor should
then recognize interest income using the effective interest
method. FASB ASC 840-20-25-2 explains that if the lessor
has an operating lease, it should recognize lease income on a
straight-line basis over the lease term.

Presentation

3.232 A lessee holding assets under finance leases should

disclose any contingent rents recognized as an expense during the period. A lessee holding assets under operating leases
should disclose lease and sublease payments recognized as an
expense during the period, separately disclosing the amounts
of minimum lease payments, sublease payments, and contingent rents.
3.233 If an impairment loss is recognized or reversed with

respect to leased assets, an entity should make the required
disclosures, in accordance with IAS 36.
3.234 Leases are included within the scope of IFRS 7, Fi-

nancial Instruments: Disclosures, the requirements of which
are applicable to lessors. In addition, for a finance lease, a
lessor should disclose a reconciliation of its gross investment
in the lease and present value of the lease receivable and any
unearned finance income and contingent rents recognized as
income during the period. For an operating lease, a lessor
should disclose the amounts of future minimum lease payments and contingent rents recognized as income during the
period.
U.S. GAAP
3.235 Like IFRSs, FASB ASC 840-20-50-1 requires a

lessee holding assets under an operating lease to disclose
rental expense for each period for which an income statement
is presented, with separate amounts for minimum rentals,
contingent rentals, and sublease rentals.
3.236 Like IFRSs, FASB ASC 840-30-50-1 requires a

lessee holding assets under a capital lease to disclose minimum lease payments and contingent rents.
3.237 Like IFRSs, FASB ASC 220-10-50-1 requires dis-

closures of accounting policies. However, paragraphs 4–5 of
FASB ASC 840-10-50 include more specific guidance with
respect to accounting policy disclosures when leasing is a significant part of the lessor’s income and also require disclosure
of its policy on contingent rents.

IFRSs

3.238 Like IFRSs, FASB ASC 840-20-50-4 requires lessors

3.229 Unless an item of income or expense is material, nei-

with operating leases to disclose future minimum lease payments and contingent rental income recognized during the
period.

ther IAS 1 nor IAS 17 require an entity to present income or
expense items associated with lease agreements separately in
the statement of comprehensive income.
U.S. GAAP
3.230 FASB ASC 840-30-45-3 does not require a lessee

to classify interest expense or amortization of leased assets
as separate items in the income statement. However, unless
the lessee includes amortization of assets held under capital leases in depreciation expense and discloses that fact, it
should separately disclose amortization in either the financial
statements or notes.
3.231 FASB ASC 840-20-45 has no presentation require-

ments for lessees holding assets under operating leases.

IFRS ATT 3.225

3.239 Unlike IFRSs, U.S. GAAP does not generally require

reconciliation disclosures previously explained. Also, FASB
ASC 840-30 does not direct an entity to the guidance on financial liabilities as IAS 17 directs lessees that are contractually
obligated under finance leases to IFRS 7. FASB ASC 82510-50-8 exempts an entity from providing the required fair
value disclosures for its lease contracts. However, like IFRSs,
paragraphs 20–23 of FASB ASC 825-10-50 require an entity
to provide the required disclosures about concentrations of
credit risk and market risk for its lease liabilities.
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Presentation and Disclosure
Excerpts—Continuing Application

Property, Plant and Equipment

Lessee—Finance and Operating Leases

Items of property, plant and equipment, including owneroccupied buildings, are stated at historical cost less accumulated depreciation and accumulated impairment losses. Land
is stated at cost less impairment losses.
Upon initial recognition assets subject to finance leases are
recognised at the lower of fair value and the present value of
the minimum lease payments.
Cost includes expenditure that is directly attributable to the
acquisition of the asset. Installation and other costs, which
comprise materials and direct labour costs necessarily incurred in order to acquire property, plant and equipment, are
also included in cost.
When parts of property, plant and equipment have different
useful lives, they are accounted for as separate items (major
components) of property, plant and equipment.
Borrowing costs are expensed as incurred.
Gains or losses on the disposal of property, plant and equipment, comprising the difference between the net disposal proceeds and the carrying amount of the asset, are recognised
in profit or loss.

Recognition and Measurement

3.240

Clicks Group Limited (Aug 2009)
Author’s Note
Click’s Group financial statements may not fully reflect
the requirements of IAS 1 revised because its fiscal year
end is August 31. It was not required to and did not early
adopt the revised standard.
CONSOLIDATED INCOME STATEMENT (in part)
For the year ended 31 August 2009

Notes
Continuing Operations
Revenue
Turnover
Cost of merchandise sold
Gross profit
Other income
Expenses
Depreciation and amortisation
Occupancy costs
Employment costs
Other costs
Operating profit
(Loss)/profit on disposal of
property, plant and equipment
Profit on disposal of business
Profit before financing costs
Net financing costs
Financial income
Financial expense
Profit before taxation

1
1

1
3
4
5
6

2
1

2009
R’000

2008
(Restated)
R’000

12,754,202
12,175,312
(9,657,930)
2,517,382
564,482
(2,372,694)
(113,665)
(352,055)
(1,156,928)
(750,046)
709,170

11,711,517
11,193,577
(8,984,267)
2,209,310
499,209
(2,118,071
(95,378)
(306,488)
(986,128)
(730,077)
590,448

(7,177)
—
701,993
(54,773)
14,408
(69,181)
647,220

13,925
1,244
605,617
(51,184)
18,731
(69,915)
554,433

NOTES TO THE ANNUAL FINANCIAL STATEMENTS
(in part)
For the year ended 31 August 2009

Unnumbered Note: Accounting Policies (in part)
Clicks Group Limited is a company domiciled in South Africa.
The consolidated financial statements as at and for the year
ended 31 August 2009 comprise the company, its subsidiaries
and other entities that it controls (collectively referred to as
“the group”).

Subsequent Cost
Subsequent expenditure relating to an item of property, plant
and equipment is capitalised when it is probable that future
economic benefits embodied with the item will flow to the
group and its cost can be measured reliably. All other subsequent expenditure is recognised as an expense in the period
in which it is incurred.
Depreciation
Depreciation is recognised in profit or loss on a straight-line
basis over the estimated useful lives of each part of the asset
in order to reduce the cost of the asset to its residual value.
Residual value is the amount that an entity could receive for
the asset at the reporting date if the asset were already of the
age and the condition that it will be in when the entity expects
to dispose of it. Residual value does not include expected
future inflation. Land is not depreciated.
The estimated useful lives for the current and comparative
periods are as follows:
Buildings
Computer equipment
Equipment
Furniture and fittings
Motor vehicles

50 years
3 to 7 years
3 to 10 years
5 to 10 years
5 years

Depreciation methods, useful lives and residual values are
reviewed at each reporting date.
Leases
Finance leases are leases whereby substantially all the risks
and rewards of ownership are passed on to the lessee. Assets acquired in terms of finance leases are capitalised and
depreciated over the shorter of the useful life of the asset or
the lease period, with a corresponding liability in the balance
sheet. The asset and liability are initially recognised at the
lower of the fair value and the present value of the minimum
lease payments calculated using the interest rate implicit in
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the lease. Related finance costs are charged to income using
the effective interest method over the period of the lease.
Leases of assets under which substantially all of the risks
and rewards of ownership are effectively retained by the lessor
are classified as operating leases. Minimum lease payments
under an operating lease are recognised as an expense on
a straight-line basis over the lease term. Contingent rental
escalations, such as those relating to turnover, are expensed
in the year in which the escalation is determined.
Revenue (in part)
Rental Income
Income from operating leases in respect of property is recognised in profit or loss on a straight-line basis over the lease
term.
Financial Expenses
Financial expenses comprise interest payable on borrowings
calculated using the effective interest rate method, unwinding
of the discount on provisions and long-term employee benefits, losses from changes in fair value of financial instruments
at fair value through profit or loss, and gains and losses on
interest rate swaps.
The group has elected not to capitalise borrowing costs on
qualifying assets.
The interest expense component of finance lease payments is recognised in profit or loss using the effective interest
method.

Note 2. Net Financing Costs
Recognised in profit or loss.
Group

Interest income on bank deposits
Change in fair value of financial assets
designated at fair value through profit or loss
Interest income on loans and receivables
measured at amortised cost
Financial income

2009
R’000
5,848

2008
R’000
7,904

3,861

5,875

4,699
14,408

5,049
18,828

Interest expense on financial liabilities
measured at amortised cost
Cash interest paid
Non-cash interest paid
Change in fair value of financial assets
designated at fair value through profit or loss
Financial expense

61,924
42,683
19,241

66,378
61,385
4,993

7,257
69,181

3,537
69,915

Net financing cost
Less: Discontinued operations (see note 7)
Continuing operations

(54,773)
—
(54,773)

(51,087)
(97)
(51,184)

IFRS ATT 3.240
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Note 3. Depreciation and Amortisation
Depreciation on property, plant and equipment
Amortisation of intangible assets
Total depreciation and amortisation
Depreciation included in cost of merchandise sold
Depreciation and amortisation included
in expenses
Less: Discontinued operations (see note 7)
Continuing operations

109,676
12,241
121,917
(8,252)

95,908
6,740
102,648
(7,226)

113,665
—
113,665

95,422
(44)
95,378

Note 4. Occupancy Costs
Lease charges
Operating leases
Turnover rental expense
Movement in operating lease liability (see
note 23)
Movement in provision for onerous contracts
(see note 25)
Total occupancy costs
Less: Discontinued operations (see note 7)
Continuing operations

327,554
18,130

297,890
12,447

7,747

(5,574)

(1,376)
352,055
—
352,055

(2,184)
302,579
3,909
306,488
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Note 10. Property, Plant and Equipment
Group

Land
Buildings
Computer equipment
Equipment
Furniture and fittings
Motor vehicles

Cost
R’000
25,809
312,671
146,128
135,321
584,563
33,472
1,237,964

2009
Accumulated
Depreciation and
Impairment
Losses
R’000
—
26,983
87,368
58,344
221,370
14,386
408,451

Net Book Value
R’000
25,809
285,688
58,760
76,977
363,193
19,086
829,513

Cost
R’000
25,809
272,193
136,104
134,911
478,444
31,405
1,078,866

2008
Accumulated
Depreciation and
Impairment
Losses
R’000
—
22,972
79,720
47,059
182,436
12,194
344,381

Net Book
Value
R’000
25,809
249,221
56,384
87,852
296,008
19,211
734,485

A register of land and buildings containing the required statutory information is available for inspection on request at the
registered office of the company.
All group property is owner-occupied.
Motor vehicles with a net book value of R1 million are encumbered in terms of a finance lease with a carrying amount
of R0.5 million as detailed under note 21.
Computer equipment with a net book value of R12.2 million
is encumbered under finance leases with a carrying amount
of R3.2 million as detailed under note 21.
The carrying amount of the group’s property, plant and
equipment is reconciled as follows:

Net book value at 31 August 2008

Land
R’000
25,809

Buildings
R’000
249,221

Computer
Equipment
R’000
56,384

Equipment
R’000
87,852

Furniture
and Fittings
R’000
296,008

Motor
Vehicles
R’000
19,211

Total
R’000
734,485

Additions
Disposals
Depreciation
Acquisition of business
Net book value at 31 August 2009

—
—
—
—
25,809

40,124
(163)
(3,529)
35
285,688

30,027
(843)
(27,365)
557
58,760

7,561
(1,974)
(16,462)
—
76,977

128,497
(5,217)
(56,670)
575
363,193

6,061
(580)
(5,650)
44
19,086

212,270
(8,777)
(109,676)
1,211
829,513

Note 13. Deferred Tax Assets/(Liabilities)
Group

Arising as a result of:
Capital gains tax
Employee obligations
Income and expense accrual
Inventory
Onerous leases
Operating lease liability

Company

2009
R’000

2008
R’000

2009
R’000

2008
R’000

(27,795)
90,206
27,151
19,653
1,751
29,721

(25,850)
65,107
30,389
14,753
2,136
27,553

—
—
—
—
—
—

—
—
—
—
—
—
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Note 21. Interest-Bearing Borrowings
Group

Non-Current
Bank borrowings
Unsecured liability
Finance leases (see note 23)
Financial liability (see note 21.1)
Current
Bank borrowings
Unsecured liability
Finance leases (see note 23)
Financial liability (see note 21.1)
Total borrowings

2009
R’000

2008
R’000

—
5,576
1,801
30,051
37,428

14,434
3,092
3,660
40,274
61,460

16,040
1,801
1,931
10,105
29,877

41,773
—
5,214
7,193
54,180

67,305

115,640

The contractual terms of the group’s interest-bearing borrowings are detailed below.
More information about the group’s treasury, foreign exchange and interest-rate risk policies is given in note 29.

Secured bank loan—this loan is secured by a pledge of shares in
a subsidiary company
Secured bank loan—this loan is secured by mortgage over certain
property (see note 10)
Unsecured loan
Unsecured loan
Put/call option liability relating to Direct Medicines
Finance lease liabilities—these lease liabilities are secured
by the related leased items (see note 10)
Finance lease liabilities—these lease liabilities are secured over
certain assets (see note 10)
Financial liability (see note 21.1)
Portion—fixed
Portion—variable
Total interest-bearing borrowings
Amount repayable within one year included in current liabilities
Non-current interest-bearing borrowings

Carrying Amount
2009
R’000

Carrying Amount
2008
R’000

16,040

29,938

August 2009
September 2009
2009–2010
August 2011

—
—
1,801
5,576

112
26,157
3,092
—

6.1%

August 2010

3,204

7,324

prime less 2%

2009–2010

528

1,550

11.9%
prime less 1%

December 2011
2011–2012

18,853
21,303
67,305
(29,877)
37,428

23,353
24,114
115,640
(54,180)
61,460

Contractual
Interest Rate

Year of
Maturity

15.4%

August 2010

prime less 1%
11.7%
prime
15.0%

21.1. Financial Liability
The financial liability has been recognised in respect of a loan
advanced to Intercare by its bankers. Although the loan receivable detailed in note 14.3 has been settled, as the group still
retains substantially all of the risks and rewards relating to the
receivable through the issuance of a guarantee, the receivable has not been derecognised. The proceeds received on
the settlement of the receivable have thus been recognised
as a financial liability. The repayment terms of this loan are
the same as the terms applicable to the receivable.
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Operating lease liability

Group
2009
2008
R’000
R’000
105,840
98,093

Operating leases with fixed escalations are charged to the
income statement on a straight-line basis.
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The associated provision will reverse during the latter part
of each lease term when the actual cash flow exceeds the
income statement charge.

Future minimum lease payments receivable under noncancellable operating leases due:
Group
2009
2008
R’000
R’000
11,923
12,229
57,053
57,709
27,979
44,110
96,955
114,048

Operating Lease Commitments
The group leases all its retail premises and certain of its pharmaceutical distribution centre sites under operating leases.
The lease agreements provide for minimum payments together, in certain instances, with contingent rental payments
determined on the basis of achieving a specified threshold
turnover.
Future minimum lease payments under non-cancellable operating leases due:
Group

—Not later than 1 year
—Later than 1 year, not later than 5 years
—Later than 5 years

2009
R’000
279,762
788,248
274,156
1,342,166

2008
R’000
260,446
750,251
280,268
1,290,965

—Not later than 1 year
—Later than 1 year, not later than 5 years
—Later than 5 years

Of the future minimum lease payments receivable disclosed
above, the following amounts receivable relate to Intercare
Management Healthcare (Proprietary) Limited:
Group
2009
2008
R’000
R’000
11,427
12,229
56,962
57,709
27,979
44,110
96,368
114,048

—Not later than 1 year
—Later than 1 year, not later than 5 years
—Later than 5 years

The net future minimum lease payments under noncancellable operating leases due:
Group

—Not later than 1 year
—Later than 1 year, not later than 5 years
—Later than 5 years

2009
R’000
267,839
731,195
246,177
1,245,211

2008
R’000
248,217
692,542
236,158
1,176,917

Generally, leases are taken out on a ten-year lease term with
an option to extend for a further five years in the instance of
Clicks while shorter periods are committed to for Musica and
The Body Shop.
Finance Lease Liability
The finance lease liability is payable as follows:

—Not later than 1 year
—Later than 1 year, not later than
5 years

Future Minimum
Lease Payments
2009
R’000
2,292

Interest
2009
R’000
361

1,950
4,242

149
510

Group
Present Value of
Minimum Lease
Future Minimum
Payments
Lease Payments
2009
2008
R’000
R’000
1,931
5,860
1,801
3,732

4,287
10,147

Interest
2008
R’000
646

Present Value of
Minimum Lease
Payments
2008
R’000
5,214

627
1,273

3,660
8,874
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Note 25. Provisions
Group

Provision for Onerous Contracts
Balance at the beginning of the year
Movement in provision during the year
recognised in occupancy costs
Balance at the end of the year

2009
R’000

2008
R’000

7,630

9,814

(1,376)
6,254

(2,184)
7,630

Onerous contracts are identified where the present value of
future obligations in terms of the contracts in question ex-

ceeds the estimated benefits accruing to the group from the
contracts.
The provision relates to certain leases where the site is
either vacant or the commercial activity on the site is incurring
losses.
Future cash flows are determined in accordance with the
contractual lease obligations and are adjusted by marketrelated sub-let rentals and discounted at the group’s risk adjusted pre-tax weighted average cost of capital rate.
The provision is further reduced to the extent that an operating lease liability has already been recognised (see note 23).

Note 29. Financial Instruments (in part)
29.4 Fair Values of Financial Instruments (in part)
The fair values of financial assets and liabilities, together with
the carrying amounts shown in the balance sheet, are as
follows:

Financial Assets
Trade receivables (note 16)
Loans receivable (excluding loan receivable
from Intercare) (note 14)
Loan receivable from Intercare (note 14)
Cash and cash equivalents
Interest rate swaps used for hedging (note 17)
Share option hedge (note 17)
Financial Liabilities
Secured bank loans (note 21)
Finance lease liability—fixed rate (note 21)
Finance lease liability—variable rate (note 21)
Forward exchange contracts used for hedging
(note 17)
Foreign exchange options used for hedging
(note 17)
Interest rate swaps used for hedging (note 17)
Unsecured loan (note 21)
Trade and other payables (note 24)
Loan advanced related to Intercare (note 21)
Put/call option liability relating to Direct Medicines
(note 21)

31 August 2009
Carrying
Fair
Value
Value
R’000
R’000

31 August 2008
Carrying
Fair
Value
Value
R’000
R’000

Loans and receivables
Loans and receivables

758,270
16,908

758,270
16,975

654,462
18,667

654,462
17,112

Loans and receivables
Loans and receivables
Assets at fair value through profit and loss
Assets at fair value through profit and loss

40,156
409,754
—
68,301

41,605
409,754
—
68,301

47,467
101,139
4,096
40,248

47,628
101,139
4,096
40,248

16,040
3,204
528

14,528
4,273
528

30,050
7,324
1,550

30,050
6,185
3,344

Financial liabilities measured at amortised cost
Financial liabilities measured at amortised cost
Financial liabilities measured at amortised cost
Financial liabilities at fair value through profit
and loss
Financial liabilities at fair value through profit
and loss
Financial liabilities measured at amortised cost
Financial liabilities measured at amortised cost
Financial liabilities measured at amortised cost
Financial liabilities measured at amortised cost

16,537

16,537

3,057

3,057

429
3,064
1,801
2,408,117
40,156

429
3,064
1,801
2,408,117
40,465

—
—
29,249
1,827,998
47,467

—
—
29,249
1,827,998
46,195

Financial liabilities measured at amortised cost

5,576

5,576

—

—

Basis for Determining Fair Values

Interest Rates Used in Determining Fair Value

The following summarises the significant methods and assumptions used in estimating the fair values of financial instruments reflected in the table above.

The interest rates used to discount estimated cash flows,
where applicable, are based on the government yield curve at
the reporting date plus an adequate constant credit spread,
and were as follows:

Non-Derivative Financial Liabilities
Fair value is calculated based on the present value of future
principal and interest cash flows, discounted at the market
rate of interest at the reporting date. In respect of the liability
component of convertible notes, the market rate of interest is
determined by reference to similar liabilities that do not have a
conversion option. For finance leases the market rate of interest is determined by reference to similar lease agreements.
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Borrowings
Leases

2009
%
10.5
9.5

2008
%
15.5
14.5
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Lessor—Finance and Operating Leases
3.241

Barclays plc (Dec 2009)
CONSOLIDATED INCOME STATEMENT (in part)
2009
£m

2008
£m

2007
£m

2
2

21,236
(9,318)
11,918

28,010
(16,541)
11,469

25,296
(15,698)
9,598

Fee and commission income
Fee and commission expense
Net fee and commission income

3
3

9,946
(1,528)
8,418

7,573
(1,082)
6,491

6,741
(970)
5,771

Net trading income
Net investment income
Principal transactions

4
4

7,001
56
7,057

1,339
680
2,019

3,754
1,216
4,970

Net premiums from insurance contracts
Other income
Total income

5
6

1,172
1,389
29,954

1,090
367
21,436

1,011
186
21,536

Net claims and benefits incurred on insurance contracts
Total income net of insurance claims
Impairment charges and other credit provisions
Net income

5

(831)
29,123
(8,071)
21,052

(237)
21,199
(5,419)
15,780

(492)
21,044
(2,795)
18,249

Notes
Continuing Operations
Interest income
Interest expense
Net interest income

7

Staff costs
Administration and general expenses
Depreciation of property, plant and equipment
Amortisation of intangible assets
Operating expenses

8
9
23
22

(9,948)
(5,561)
(759)
(447)
(16,715)

(7,204)
(5,305)
(606)
(276)
(13,391)

(7,611)
(3,854)
(453)
(178)
(12,096)

Share of post-tax results of associates and joint ventures
Profit on disposal of subsidiaries, associates and joint ventures
Gains on acquisitions
Profit before tax

20
38
40

34
188
26
4,585

14
327
2,406
5,136

42
28
—
6,223

Unnumbered Note: Significant Accounting Policies
(in part)

Depreciation is provided on the depreciable amount of
items of property and equipment on a straight-line basis
over their estimated useful economic lives. The depreciable
amount is the gross carrying amount, less the estimated residual value at the end of its useful economic life.

13. Property, Plant and Equipment
Property and equipment is stated at cost less accumulated
depreciation and provisions for impairment, if required. Additions and subsequent expenditures are capitalised only to
the extent that they enhance the future economic benefits expected to be derived from the assets.

IFRS ATT 3.241

P1: XXX
ACPA166-03(5)

AICPA

AICPA-IFRS-ATT.cls

December 18, 2010

396

IFRS Accounting Trends & Techniques

The Group uses the following annual rates in calculating
depreciation:
Freehold Buildings and Long-Leasehold Property
(More than 50 years to run)
Leasehold property
(Less than 50 years to run)
Costs of adaptation of freehold and leasehold
property(a)
Equipment installed in freehold and leasehold
property(a)
Computers and similar equipment
Fixtures and fittings and other equipment
(a)

2–3.3%
Over the remaining
life of the lease
7–10%
7–10%
20–33%
10–20%

Where leasehold property has a remaining useful life of less than
15 years, costs of adaptation and installed equipment are depreciated over the remaining life of the lease.

Depreciation rates, methods and the residual values underlying the calculation of depreciation of items of property, plant
and equipment are kept under review to take account of any
change in circumstances.
When deciding on depreciation rates and methods, the principal factors the Group takes into account are the expected
rate of technological developments and expected market requirements for, and the expected pattern of usage of, the assets. When reviewing residual values, the Group estimates
the amount that it would currently obtain for the disposal of
the asset after deducting the estimated cost of disposal if the
asset were already of the age and condition expected at the
end of its useful economic life.
No depreciation is provided on freehold land, although, in
common with all long-lived assets, it is subject to impairment
testing, if deemed appropriate.
Gains and losses on disposals are determined by comparing the proceeds with the carrying amount and are recognised
in the income statement.
Investment property is property held to earn rentals or for
capital appreciation or for both rather than for sale or use in
the business. The Group initially recognises investment properties at cost, and subsequently at their fair value at each
balance sheet date reflecting market conditions at the reporting date. The fair value of investment property is determined
by reference to current market prices for similar properties,
adjusted as necessary for condition and location, or by reference to recent transactions updated to reflect current economic conditions. Discounted cash flow techniques may be
employed to calculate fair value where there have been no recent transactions, using current external market inputs such
as market rents and interest rates. Valuations are carried out
by management with the support of appropriately qualified
independent valuers.
Movements in fair value subsequent to initial recognition are
included in the income statement. No depreciation is provided
in respect of investment properties.
20. Leases
Lessor
Assets leased to customers under agreements, which transfer substantially all the risks and rewards of ownership, with
or without ultimate legal title, are classified as finance leases.
When assets are held subject to a finance lease, the present
value of the lease payments, discounted at the rate of inter-
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est implicit in the lease, is recognised as a receivable. The
difference between the total payments receivable under the
lease and the present value of the receivable is recognised
as unearned finance income, which is allocated to accounting
periods under the pre-tax net investment method to reflect a
constant periodic rate of return.
Assets leased to customers under agreements which do
not transfer substantially all the risks and rewards of ownership are classified as operating leases. The leased assets are
included within property, plant and equipment on the Group’s
balance sheet and depreciation is provided on the depreciable
amount of these assets on a systematic basis over their estimated useful lives. Lease income is recognised on a straightline basis over the period of the lease unless another systematic basis is more appropriate.
Lessee
The leases entered into by the Group are primarily operating
leases.
Operating lease rentals payable are recognised as an expense in the income statement on a straight-line basis over
the lease term unless another systematic basis is more
appropriate.
23. Provisions (in part)
Provisions are recognised for present obligations arising as
consequences of past events where it is more likely than not
that a transfer of economic benefit will be necessary to settle
the obligation, and it can be reliably estimated.
When a leasehold property ceases to be used in the business or a demonstrable commitment has been made to cease
to use a property, provision is made where the unavoidable
costs of the future obligations relating to the lease are expected to exceed anticipated rental income and other benefits.
The net costs are discounted using market rates of interest to
reflect the long-term nature of the cash flows.

NOTES TO THE ACCOUNTS (in part)
Note 9. Administration and General Expenses (in part)

Administrative expenses
Impairment charges/(releases)
—property and equipment (Note 23)
—intangible assets (Note 22)
—goodwill (Note 21)
Operating lease rentals
Gain on property disposals
Administration and general expenses

2009
£m
4,889

2008
£m
4,791

2007
£m
3,691

34
27
1
639
(29)
5,561

33
(3)
112
520
(148)
5,305

2
14
—
414
(267)
3,854
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Note. 23. Property, Plant and Equipment

2009
Cost
At 1st January 2009
Acquisitions and disposals of
subsidiaries
Disposal of discontinued operations
Additions/disposals
Change in fair value of investment
properties
Fully depreciated assets written off
Exchange and other adjustments
At 31st December 2009
Accumulated depreciation and
impairment
At 1st January 2009
Acquisitions and disposals of
subsidiaries
Disposal of discontinued operations
Depreciation charge
Impairment charge
Disposals
Fully depreciated assets written off
Exchange and other adjustments
At 31st December 2009
Net book value
2008
Cost
At 1st January 2008
Acquisitions and disposals of
subsidiaries
Additions/disposals
Fully depreciated assets written off
Exchange and other adjustments
At 31st December 2008
Accumulated depreciation and
impairment
At 1st January 2008
Acquisitions and disposals of
subsidiaries
Depreciation charge
Impairment charge
Disposals
Fully depreciated assets written off
Exchange and other adjustments
At 31st December 2008
Net book value

Investment
Property
£m

Property
£m

Equipment
£m

Leased
Assets
£m

Total
£m

—

3,624

3,944

304

7,872

978
—
137

171
(120)
233

5
(99)
387

—
—
(37)

1,154
(219)
720

6
—
86
1,207

—
(6)
(72)
3,830

—
(17)
(23)
4,197

—
—
(201)
66

6
(23)
(210)
9,300

—

(1,011)

(2,144)

(43)

(3,198)

—
—
—
—
—
—
—
—
1,207

—
33
(201)
(32)
46
6
31
(1,128)
2,702

2
64
(565)
(2)
97
17
2
(2,529)
1,668

—
—
(20)
—
1
—
45
(17)
49

2
97
(786)
(34)
144
23
78
(3,674)
5,626

—

2,451

2,995

413

5,859

—
—
—
—
—

992
8
(15)
188
3,624

218
570
(7)
168
3,944

—
(109)
—
—
304

1,210
469
(22)
356
7,872

—

(1,044)

(1,804)

(15)

(2,863)

—
—
—
—
—
—
—
—

(8)
(124)
—
168
15
(18)
(1,011)
2,613

(12)
(475)
(33)
185
7
(12)
(2,144)
1,800

—
(31)
—
3
—
—
(43)
261

(20)
(630)
(33)
356
22
(30)
(3,198)
4,674

Of the depreciation charge for the year £759m (2008: £606m)
relates to continuing operations.
The fair value of Barclays investment property is based on
valuations supported by appropriately qualified independent
valuers.

Leased assets represent assets leased to customers under
operating leases.
Certain of the Group’s equipment is held on finance leases,
see Note 37.
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Note 37. Leasing
The Group is both lessor and lessee under finance and operating leases, providing asset financing for its customers and
leasing assets for its own use. In addition, assets leased by
the Group may be sublet to other parties. An analysis of the
impact of these transactions on the Group balance sheet and
income statement is as follows:
a) As Lessor
Finance Lease Receivables
The Group specialises in asset-based lending and works with
a broad range of international technology, industrial equipment and commercial companies to provide customised finance programmes to assist manufacturers, dealers and distributors of assets.
Finance lease receivables are included within loans and
advances to customers. The Group’s net investment in finance
lease receivables was as follows:

Not more than
one year
Over one year
but not more
than five years
Over five years
Total

Future
Finance
Income
£m

2009
Present Value
of Minimum
Lease
Payments
Receivable
£m

3,513

(456)

7,597
2,084
13,194

(1,117)
(427)
(2,000)

Gross
Investment
in Finance
Lease
Receivables
£m

Future
Finance
Income
£m

2008
Present Value
of Minimum
Lease
Payments
Receivable
£m

Unguaranteed
Residual
Values
£m

3,929

(689)

3,240

149

8,668
3,419
16,016

(1,673)
(768)
(3,130)

6,995
2,651
12,886

355
25
529

Unguaranteed
Residual
Values
£m

Gross
Investment
in Finance
Lease
Receivables
£m

3,057

55

6,480
1,657
11,194

154
407
616

The allowance for uncollectable finance lease receivables included in the allowance for impairment amounted to £321m at
31st December 2009 (2008: £189m).

Operating Lease Receivables
The Group acts as lessor, whereby items of plant and equipment are purchased and then leased to third parties under
arrangements qualifying as operating leases. The items purchased to satisfy these leases are included within plant and
equipment (see Note 23) and are generally disposed of at the
end of the lease term.
The future minimum lease payments expected to be
received under non-cancellable operating leases at 31st
December 2009 were as follows:

Not more than one year
Over one year but not more than two years
Over two years but not more than three years
Over three years but not more than four years
Over four years but not more than five years
Over five years
Total
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2009
Plant and Equipment
£m
10
7
7
6
8
1
39

2008
Plant and Equipment
£m
80
42
36
24
13
39
234
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b) As Lessee
Finance Lease Commitments
The Group leases items of property, plant and equipment
on terms that meet the definition of finance leases. Finance
lease commitments are included within other liabilities (see
Note 25).
Obligations under finance leases were as follows:
2009
Total Future
Minimum Payments
£m
16
7
30
18
17
34
122

Not more than one year
Over one year but not more than two years
Over two years but not more than three years
Over three years but not more than four years
Over four years but not more than five years
Over five years
Net obligations under finance leases

2008
Total Future
Minimum Payments
£m
35
13
14
17
14
3
96

The carrying amount of assets held under finance leases at
the balance sheet date was:

Cost
Accumulated depreciation
Net book value

2009
£m
127
(84)
43

2008
£m
87
(67)
20

Operating Lease Commitments
The Group leases various offices, branches and other
premises under non-cancellable operating lease arrangements. The leases have various terms, escalation and renewal rights. There are no contingent rents payable. The
Group also leases equipment under non-cancellable lease
arrangements. Where the Group is the lessee the future minimum lease payment under non-cancellable operating leases
are as follows:
2009

Not more than one year
Over one year but not more than two years
Over two years but not more than three years
Over three years but not more than four years
Over four years but not more than five years
Over five years
Total

Property
£m
459
424
378
334
341
2,933
4,869

2008
Equipment
£m
9
6
—
—
—
3
18

Property
£m
275
354
334
315
465
2,744
4,487

Equipment
£m
5
1
1
—
5
1
13

The total of future minimum sublease payments to be received
under non-cancellable subleases at the balance sheet date is
£147m (2008: £158m).
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IAS 36, IMPAIRMENT OF ASSETS
IFRS Overview and Comparison
to U.S. GAAP
3.242 IAS 36, Impairment of Assets, establishes the proce-

dures that an entity applies to ensure that an asset is carried at
no more than its recoverable amount. Recoverable amount is
the higher of fair value less costs to sell and value in use. An
entity should apply IAS 36 in testing and measuring impairment losses, or reversals of such losses, for all assets, except
the following:
• Inventories
• Assets arising from construction contracts
• Deferred tax assets
• Assets arising from employee benefits
• Financial assets within the scope of IAS 39
• Investment property measured at fair value
• Biological assets related to agricultural activity measured at fair value
• Deferred acquisition costs and intangible assets arising
from insurance contracts
• Noncurrent assets or disposal groups classified as held
for sale within the scope of IFRS 5
3.243 Financial assets classified as subsidiaries, associates,

and jointly controlled entities are included in the scope of IAS
36. IAS 36 also applies to assets held at revalued amount in
accordance with IAS 16 and IAS 38.
3.244 IAS 36 also applies to cash generating units (CGU). A

CGU is the smallest identifiable group of assets that generates
cash inflows that are largely independent of the cash inflows
of other assets or groups of assets.

Recognition and Measurement
IFRSs
3.245 At the end of each reporting period, an entity should

assess whether there is any indication that an asset may be
impaired. If any indication exists, the entity should test the
asset for impairment in accordance with the procedures in
IAS 36. IAS 36 provides examples of both internal and external indicators of impairment. An entity should test assets
individually, unless the recoverable amount cannot be determined without other assets. In that case, an entity should test
the CGU to which the asset belongs. An entity should only include a liability in a CGU when a recoverable amount cannot
be determined without including that liability.
3.246 However, an entity should test the following assets

annually for impairment even when no indicator exists:
• Goodwill
• Indefinite-life intangible asset
• Intangible asset not yet available for use (for example,
development costs)
3.247 An entity can perform the impairment test on these

assets at any time during the year, but it should perform the
test at the same time each year. Different intangible assets
may be tested at different times during the year. Even when
an entity acquired an intangible asset during the year, it should
test the asset for impairment before the end of the reporting
period.
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3.248 To perform an impairment test, an entity should de-

termine the following amounts:
• Fair value less cost to sell (FVLCS)
• Value in use (VIU)
3.249 IAS 36 includes a hierarchical procedure for deter-

mining FVLCS. IAS 36 states that the best evidence of
FVLCS is a price in a binding sales agreement in an arm’s
length transaction, adjusted for any incremental costs directly
attributable to the asset’s disposal. When there is no binding
sales agreement, an entity should use a price determined in
an active market reduced by costs to sell. When no binding
sales agreement or active market exists, an entity should base
its determination of FVLCS on the best available information
of what the entity would obtain at the end of the reporting
period in an arm’s length transaction between knowledgeable
and willing parties.
3.250 An entity calculates an asset’s VIU on the basis of

the following information:
• Estimates of future cash flows it expects to receive from
the asset
• Expectations about variations in the amounts or timing
of these cash flows
• Current market risk-free interest rate
• Price for bearing the risk inherent in the asset
• Other factors, such as lack of liquidity, which market
participants would use in determining a price for the
asset
An entity then calculates the present value of the estimated
future cash flows. An entity can adjust for risk either the cash
flows or the discount rate used in the present value calculation.
3.251 An entity should base its estimates of future cash

flows on reasonable and supportable assumptions representing management’s best estimates of the range of economic
conditions that will exist over the asset’s life. An entity should
give greater weight to external evidence, rather than internal
evidence. An entity should use management cash flow projections, up to a maximum of five years. Cash flows should
relate to the asset in its current condition and exclude any
cash flows resulting from future restructurings or other actions to improve the asset’s performance. Cash flows should
include cash flows from continuing use of the asset, other
cash flows necessary to the continued use of the asset that
the entity can directly attribute or allocate on a reasonable
and supportable basis, and net cash flows from the asset’s
disposal. IAS 36 explicitly prohibits an entity from including
cash flows relating to financing activities and income tax receipts or payments. An entity should extrapolate cash flows
beyond the five-year limit for specific projections using a
steady or declining growth rate. This growth rate should not
exceed the long-term growth rate on similar products, industries, or countries, unless the entity can justify a higher rate.
3.252 An entity should use a pretax discount rate that re-

flects current market assessments of both the time value of
money and the risks inherent in the asset itself. An entity may
use surrogates when a market interest rate is not available.
3.253 The recoverable amount is determined as the higher

of FVLCS and VIU. To test for an impairment loss, an entity
should compare the recoverable amount with the asset’s carrying value. Except for assets carried at a revalued amount,
an entity should record an impairment loss, measured as the
difference between the carrying value and the recoverable
amount, in profit or loss when the recoverable amount is
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lower than the carrying value. An entity should recognize
an impairment loss on an asset carried at a revalued amount
as a revaluation decrease, in accordance with the relevant
standard.
3.254 When the amount estimated for an impairment loss

is greater than the carrying amount of the asset(s) to which it
relates, an entity should recognize a liability if, and only if,
recognition is required by another IFRS.
3.255 When an impairment loss is recognized on a depre-

ciable asset, an entity should assess its remaining useful life
and residual value and adjust depreciation or amortization
expense prospectively.
3.256 An entity should test and measure a reversal of an

impairment loss in the same manner as the original impairment test, based on internal and external indicators that the
impairment no longer exists. An entity should reverse an impairment up to the amount that the carrying value would have
been had an impairment loss not been recorded.
3.257 If it is not possible to test an individual asset for im-

pairment, an entity identifies the smallest CGU to which the
asset belongs and tests the CGU for impairment by calculating the recoverable amount of the CGU and comparing that
amount with its carrying value. An entity should not include
a liability in a CGU unless the recoverable amount cannot
be calculated otherwise. When an active market exists for the
output of an asset or group of assets, an entity should consider
that asset or group of assets to be a CGU, even if some or
all of the output is used internally. An entity should base its
estimates of cash flows on external prices, not transfer prices.
An entity should define its CGUs consistently from period
to period and determine the carrying amount in a manner
consistent with the determination of the recoverable amount.
3.258 An entity should allocate goodwill to the CGUs to

which the goodwill relates. An entity should allocate goodwill acquired in a business combination to CGUs at the acquisition date. This allocation should be at the lowest CGU
expected to benefit from the business combination but should
be no larger than an operating segment defined in accordance
with IFRS 8, Operating Segments. An entity should allocate
goodwill no later than the end of the reporting period following the acquisition.
3.259 When an entity changes its reporting structure and, in

consequence, the CGUs to which it had allocated goodwill,
it should reallocate goodwill to the CGUs affected.
3.260 Similar to allocating goodwill, an entity should allo-

cate to CGUs other corporate assets (for example, IT, headquarters building, and so on)) that do not generate cash flows
in order to test these assets for impairment.
3.261 When either goodwill or corporate assets cannot be

allocated to CGUs to which the goodwill or corporate assets
relate, an entity should first test the CGU for impairment,
excluding the goodwill or corporate asset, and recognize any
impairment loss. The entity should then identify the smallest CGU that includes the CGU under review and to which
the entity can allocate goodwill or the corporate asset and
then test this new CGU for impairment and recognize any
impairment loss.
3.262 When an entity recognizes an impairment loss on a

CGU to which it allocated goodwill, the impairment loss is
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attributed first to goodwill and then proportionately to the
other assets in the CGU based on their carrying values. In
attributing the impairment loss to the other assets in the CGU,
an entity should not decrease their carrying values below the
highest of FVLCS, VIU, or zero. Any remaining impairment
loss that would otherwise have been allocated to the asset
should be allocated pro rata to the other assets of the CGU
(or group of CGUs).
3.263 An entity should record a reversal of an impairment

loss on a CGU by allocating that reversal on a pro rata basis
to the assets in the CGU. An entity should not recognize a
reversal of an impairment loss for any asset in the CGU above
its recoverable amount or the carrying value that would have
been determined if no impairment loss had been recorded.
An entity should not reverse impairment losses recognized
for goodwill.
U.S. GAAP
3.264 FASB ASC 350 and 360 include guidance on impair-

ment testing and recognition for the same long-lived assets
covered by IAS 36 (that is, PPE, intangible assets, and goodwill) and apply both to individual assets and asset groups.
Unlike IFRSs, this guidance also applies to assets held for
disposal. Like IFRSs, FASB ASC 350-20-35-1 recognizes
that an entity cannot test goodwill for impairment as a separate asset.
3.265 The FASB ASC master glossary defines an asset

group as a unit of accounting for a long-lived asset or assets to be held and used, which represents the lowest level for
which identifiable cash flows are largely independent of the
cash flows of other groups of assets and liabilities. Although
an asset group is similar to a CGU, unlike IFRSs, FASB ASC
360-10-35-25 permits an entity to include liabilities in an asset group without the constraint in IFRSs that an entity should
only include liabilities necessary for conducting the impairment test. Therefore, an asset group may include all the assets
and liabilities of the entity. For example, a corporate headquarters facility may not have identifiable cash flows that are
largely independent of the cash flows of other assets and liabilities and other asset groups, and the entity would only test
it for impairment at the reporting entity level. IFRSs do not
permit a CGU to be larger than a reportable operating segment, and an entity should allocate corporate assets, such as a
headquarters facility, to the CGUs to which these assets relate.
3.266 In contrast, like IFRSs, FASB ASC 360-10-35-21 re-

quires an entity to test for recoverability an individual longlived asset or asset group that does not include goodwill
whenever events or changes in circumstances indicate that
its carrying amount may not be recoverable. However, IFRSs
specifically require an entity to assess at each reporting date
whether such events or circumstances exist, whereas FASB
ASC 360 does not require this assessment.
3.267 Unlike IFRSs, FASB ASC 360-10-35-17 requires an

entity to determine recoverability by comparing the carrying
amount of a long-lived asset or asset group that does not
include goodwill with the sum of the undiscounted cash flows
expected to result from the use and eventual disposition of the
asset or asset group. When the asset or asset group’s carrying
value exceeds the sum of the undiscounted cash flows, an
entity should recognize an impairment loss as the amount by
which the carrying amount exceeds its fair value.
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3.268 Like IFRSs, FASB ASC 360-10-35-20 requires an

entity to recognize the impairment loss by adjusting the asset’s carrying amount to its new cost basis. When the asset
is subject to depreciation or amortization, an entity should
depreciate or amortize the new cost basis over the remaining
useful life of the asset. Like IFRSs, FASB ASC 360-10-35-22
suggests that when an asset or asset group is tested for recoverability, an entity may also need to review its depreciation
estimates and method.
3.269 Unlike IFRSs, for assets other than goodwill, FASB

ASC 360-10-35-20 prohibits an entity from reversing a previously recognized impairment loss.
3.270 To test goodwill for impairment, IFRSs require an

entity to allocate goodwill to the CGUs or groups of CGUs
expected to benefit from the synergies from the business combination. An entity should allocate the goodwill to the lowest
level at which goodwill is monitored, which should not be
larger than an operating segment. In contrast, FASB ASC
360-10-35-26 requires an entity to include goodwill in an asset group only if the asset group is or includes a reporting
unit and does not permit an entity to include goodwill in a
lower-level asset group that includes only part of a reporting
unit. A reporting unit is defined as the same level as, or one
level below, an operating segment.

Presentation
IFRSs
3.273 IAS 36 has no specific requirements for presenta-

tion of impairment losses. IAS 1 requires material items of
expense to be presented separately. Otherwise, impairment
losses can be included in various line items in profit or loss
on the statement of comprehensive income.
U.S. GAAP
3.274 FASB ASC 350-20-45-2 requires an entity to present

the aggregate amount of goodwill impairment losses as a
separate line item in the income statement within continuing operations, except when the goodwill impairment loss
is associated with a discontinued operation. FASB ASC 350
and 360 allow for other impairment losses, including impairment losses on PPE and other intangibles, to be included
in other line items on the income statement that the entity
deems appropriate. SEC registrants should comply with the
requirements of Rule 5-03 of Regulation S-X, which does not
include separate presentation of other impairment losses.

Disclosure

3.271 IFRSs require an entity to test a CGU with allo-

cated goodwill by comparing the carrying amount of the
unit, including the goodwill, with the recoverable amount
of the CGU. An entity should only record an impairment loss
when the carrying amount of the unit exceeds the recoverable
amount. Paragraphs 2–19 of FASB ASC 350-20-35 delineate
a more complicated, two-step approach to impairment testing of a reporting unit that includes goodwill. First, the goodwill impairment test compares the fair value of a reporting
unit with its carrying value, including goodwill. When the
carrying value exceeds fair value, an entity should proceed
to step two to measure the loss by comparing the implied
fair value of the goodwill with its carrying value. An entity
should determine implied fair value in the same way goodwill is measured in a business combination by assigning the
fair value of a reporting unit to all the assets and liabilities of
that unit (including any unrecognized intangible assets). An
entity should then recognize the impairment loss by reducing
the carrying value of goodwill.
3.272 Like IFRSs, FASB ASC 360-10-35-28 requires an

entity to reduce only the carrying amounts of a long-lived
asset or assets of the group on a pro rata basis using the relative carrying amounts of those assets, except that the loss
allocated to an individual long-lived asset of the group shall
not reduce the carrying amount of that asset below its fair
value whenever that fair value is determinable without undue
cost and effort. However, unlike IFRSs, there is no need to
allocate an impairment loss for a CGU first to goodwill because an entity recognizes an impairment loss on goodwill
directly (as previously described).
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IFRSs
3.275 For each class of assets, an entity should disclose

the amount of impairment losses recognized in profit or loss
and the amount of reversals of impairment losses. An entity
should also disclose the line item on the statement of comprehensive income in which the loss or reversal is presented.
For revalued assets, an entity should disclose the amounts
recorded in other comprehensive income either as an impairment loss or a reversal. An entity usually discloses these
amounts in the reconciliation disclosure for the asset class to
which the asset(s) belongs.
3.276 An entity should also disclose impairment losses and

reversals in its operating segment disclosures in accordance
with IFRS 8.
3.277 For each material impairment loss or reversal recog-

nized during the period, an entity should discuss the facts
and circumstances that led to the loss or reversal, including whether the recoverable amount was determined to be
FVLCS or VIU, and disclose the amount of the reversal.
When the recoverable amount is FVLCS or VIU, an entity
should disclose the basis it used to determine FVLCS or the
discount rates used in the current and previous estimate of
VIU, respectively.
3.278 If the loss or reversal is related to an individual asset,

an entity should disclose the nature of the asset and, if appropriate, the reportable segment to which the asset belongs.
If the loss or reversal is related to a CGU, an entity should
disclose a description of the CGU, the amount, and a description of any changes to the composition of the CGU since the
entity’s previous estimate of the recoverable amount.
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3.279 For the aggregate impairment losses or reversals rec-

3.284 FASB ASC 350-20-50-2 requires an entity to disclose

ognized during the period, excluding individually material
losses or reversals, an entity should disclose the main asset
classes affected by losses and reversals, respectively, and the
main events or circumstances that led to their recognition.

a reconciliation of goodwill showing a separate line item
for impairment losses. For each goodwill impairment loss
recognized during the period, an entity should also disclose
all of the following:
• Description of the facts and circumstances leading to
the impairment.
• Amount of the impairment loss and the method used
to determine the fair value of the associated reporting
unit (for example, whether the fair value was based on
quoted market prices, prices of comparable businesses,
a present value or other valuation technique, or a combination of methods).
• If the recognized impairment loss was an initial estimate, an entity should disclose the fact and reasons that
the amount is not final and, in subsequent periods, the
nature and amount of any significant adjustments made
to the initial estimate of the impairment loss.

3.280 For each CGU or group of CGUs with significant

allocations of goodwill or indefinite-life intangible assets in
comparison with the total amount of an entity’s goodwill and
indefinite-life intangible assets, an entity should disclose the
following:
• Carrying amount of allocated goodwill,
• Carrying amount of allocated indefinite-life intangible
assets, and
• Basis for the recoverable amount.
3.281 If the basis for the recoverable amount is VIU, the

disclosures should include descriptions of key assumptions in
the entity’s cash flow projections, identifying those to which
the recoverable amount is most sensitive. If the basis for the
recoverable amount is FVLCS, the disclosures should include
descriptions of key assumptions in the entity’s estimate of
FVLCS, identifying those to which the recoverable amount
is most sensitive. In both cases, an entity should disclose
management’s approach to determining the values assigned to
these assumptions (for example, past experience and external
sources), the period over which management has projected
cash flows based on the financial budgets or forecasts, the
growth rate used for extrapolating beyond the forecast, and
the discount rate used to calculate present value. If FVLCS is
determined based on discounted cash flows, an entity should
disclose the period over which cash flow projections were
made, the growth rate used to extrapolate the cash flows,
and discount rate used to calculate present value. Additional
disclosure is required so that users of the financial statements
understand the effects of reasonably possible changes in these
key assumptions.
3.282 Similar disclosures are required, in the aggregate, for

allocated goodwill or intangible assets with indefinite useful
lives when the amount allocated to a CGU or group of CGUs
is not significant in comparison with the entity’s total carrying
amount of goodwill or intangible assets with indefinite useful
lives.
U.S. GAAP
3.283 U.S. GAAP disclosures are less extensive than those

required by IFRSs. FASB ASC 360-10-50-2 requires an entity to disclose all of the following information in the period
when an impairment loss is recognized for long-lived assets,
other than goodwill:
• Description of the impaired long-lived asset or asset
group and the facts and circumstances leading to the
impairment
• Amount of the impairment loss and the income statement line item that includes the loss, if not separately
presented on the face of the statement
• Method or methods for determining fair value (for example, whether based on a quoted market price, prices
for similar assets, or another valuation technique)
• Segment in which the impaired long-lived asset (asset
group) is reported, if applicable
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Presentation and Disclosure
Excerpts—Continuing Application
Impairment—Losses and Reversals of Losses
on Property, Plant, and Equipment
3.285

Repsol YPF S.A. (Dec 2009)
CONSOLIDATED INCOME STATEMENTS FOR THE
YEARS ENDED DECEMBER 31, 2009, 2008 AND
2007 (in part)
Millions of Euros
Note
Sales
Services rendered and other income
Changes in inventories of finished goods and work in progress inventories
Income from reversal of impairment losses and gains on disposal of
non-current assets
Allocation of subsidies on non-financial assets and other subsidies
Other operating income
Operating revenue
Supplies
Personnel expenses
Other operating expenses
Depreciation and amortisation of non-current assets
Impairment losses recognised and losses on disposal of non-current
assets
Operating expenses

22
27

27

Operating income

NOTES TO THE 2009 CONSOLIDATED FINANCIAL
STATEMENTS (in part)
Note 4. Accounting Policies (in part)
The principal accounting policies used by Repsol YPF
in preparing the consolidated financial statements, are as
follows:
4.6) Property, Plant and Equipment
The Repsol YPF Group uses the cost model by which items of
property, plant and equipment are measured initially at their
acquisition cost.
a) Cost
The cost of property, plant and equipment items includes their
acquisition cost, all the costs directly related to the location
of assets, making them operational and the present value of
the expected disbursements necessary for any costs of dismantling and removing the item or restoring the site on which
it is located, when such obligations are incurred under certain conditions. Subsequent changes to the estimates of the
liabilities due to dismantling costs and related liabilities arising as a result of changes in the estimated cash flows or in
the discount rate are added or deducted from the cost of the
corresponding asset during the period in which they occur,
except where the writedown of liabilities exceeds the carrying

IFRS ATT 3.285

12/31/2009
45,827
1,450
94

12/31/2008 (∗)
58,475
1,893
(274)

12/31/2007
52,098
1,767
387

371
16
1,274
49,032
(31,433)
(2,087)
(8,503)
(3,620)

183
18
1,416
61,711
(41,395)
(2,023)
(10,023)
(3,115)

844
13
814
55,923
(36,294)
(1,855)
(8,580)
(3,141)

(145)
(45,788)

(135)
(56,691)

(245)
(50,115)

3,244

5,020

5,808

amount of the corresponding assets, in which case the difference is recognised in the consolidated income statement.
Borrowing costs that are directly attributable to the acquisition or construction of assets that require more than one year
to be ready for use are capitalised as part of the cost of these
assets and in accordance with established limits.
Personnel expenses and other operating expenses directly attributable to the construction of the asset are also
capitalised.
The costs of expansion, modernisation or improvements
leading to increased productivity, capacity or efficiency or to
a lengthening of the useful lives of the assets are capitalised,
as long as the general capitalisation criteria are met.
Repair, upkeep and maintenance expenses are recognised
in the income statement as incurred. Furthermore, certain of
the Repsol YPF Group’s facilities require periodic reviews. In
this respect, a portion of the items requiring replacement are
recognised specifically and are depreciated over the period
until the next repairs are carried out.
This heading also includes investments relating to oil and
gas exploration and production activities (see Note 4.6.c), and
the cost of assets held under finance leases (see Note 4.19.a).
b) Depreciation
Property, plant and equipment, other than those relating to oil
and gas exploration and production activities (see Note 4.6.c),
are depreciated using the straight-line method on the basis of
the acquisition cost of the assets less their estimated residual
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value, over the years of estimated useful life of the assets, the
detail being as follows:

Buildings and other structures
Machinery and fixtures:
Machinery, fixtures and tools(1)
Furniture
Refineries in service:
Units
Storage tanks
Pipelines and networks
Gas infrastructure and distribution facilities
Transport equipment
(1)

Years of Estimated
Useful Life
20–50
8–40
9–15
8–15
20–30
12–18
20–40
5–25

In addition, the Group holds an indirect interest, via Gas Natural,
in hydro-powered generation assets whose depreciation period
can be as high as 100 years, where not held under concession,
depending on their estimated useful lives.

The depreciation of these assets starts when the assets become available for use.
Land is classified separately from the buildings or facilities
that might be located on it and is deemed to have an indefinite
useful life. Therefore, it is not depreciated.
c) Recognition of Oil and Gas Exploration and
Production Transactions
Repsol YPF recognises oil and gas exploration and production transactions using the “successful-efforts” method,
whereby the accounting treatment of the various costs incurred is as follows:
i. The costs incurred in the acquisition of new interests
in areas with proved and unproved reserves (including
bonds, legal costs, etc.) are capitalised as incurred under “Investments in areas with reserves” associated with
proved reserves or unproved reserves, as appropriate.
ii. The costs of acquiring interests on exploration permits
for a given period of time are capitalised at their purchase price and recorded in the heading “Other exploration costs.” If reserves are not found, the amounts previously capitalised are recognised as an expense in the
consolidated income statement. If the exploration work
yields positive results, giving rise to commercially exploitable wells, the costs are reclassified to “Investments
in areas with reserves” at their carrying amount when
the wells are determined to be commercially exploitable.
Wells are classified as “commercially exploitable” only
if they are expected to generate a volume of reserves
that justifies their commercial development on the basis
of the conditions prevailing when the costs are recognised (e.g. prices, costs, production techniques, regulatory framework, etc.).
iii. Exploration costs (geological and geophysical expenditures, expenditures associated with the maintenance
of unproved reserves and other expenditures relating
to the exploration activity), excluding exploratory drilling
expenditures, are charged to income as incurred.
iv. Exploratory drilling costs, including those relating to
stratigraphic exploration wells, are recognised as assets under the heading “Other exploration costs” until it is determined whether proved reserves justifying their commercial development have been found. If
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no proved reserves are found, the capitalised drilling
costs are charged to income. However, if as a result of
exploratory drilling, including stratigraphic exploratory
wells, reserves are found that cannot be classified as
proved, their recognition depends on the following:
— If the area requires additional investments before
production can commence, the drilling costs remain
capitalised only during the period in which the following conditions are met: (i) the amount of proved
reserves found justifies the completion of a productive well if the required investment is made; and (ii)
the drilling of additional exploratory or stratigraphic
wells is underway or planned for the near future. If
either of the aforementioned conditions is not met,
the drilling costs or the cost of the stratigraphic wells
are charged to income.
— In all other circumstances, the existence of reserves
that can be classified as proved have to be determined within one year from the completion of
the prospection work. Otherwise, the related drilling
costs are charged to income.
Drilling costs that have given rise to a positive discovery
of commercially exploitable reserves are reclassified to
“Investments in areas with reserves.”
v. Development expenditure incurred in lifting proved reserves and in processing and storing oil and gas (including costs incurred in drilling relating to productive
wells and dry wells under development, oil rigs, recovery improvement systems, etc.) are recognised as assets under “Investments in areas with reserves.”
vi. Future field abandonment and dismantling costs (environmental, safety, etc.) are estimated, on a field-by-field
basis, and are capitalised at their present value when
they are initially recognised under “Investments in areas with reserves” in the consolidated balance sheet,
within “Non-Current Provisions.”
The investments capitalised as described above are depreciated as follows:
i. Investments in the acquisition of proved reserves are
depreciated over the estimated commercial life of the
field on the basis of the production for the period as
a proportion of the proved reserves of the field at the
beginning of the depreciation period.
ii. Investments relating to unproved reserves or fields under evaluation are not depreciated. These investments
reserves are assessed at least once a year or, in any
case, whenever there is any indication of impairment
and, in the event of impairment, the related loss is recognised with a charge to the consolidated income statement for the year.
iii. Cost incurred in drilling work and subsequent investments to develop and lift oil and gas reserves are depreciated over the estimated commercial life of the field
on the basis of the production for the period as a proportion of the proved reserves of the field at the beginning
of the depreciation period.
The changes in estimated reserves are considered on a
prospective basis in calculating depreciation.
At each balance sheet date or whenever there are indications that the assets might have become impaired, their recoverable amount (see Note 4.9) is compared to their carrying
amount. Any impairment loss or reversal arising as a result
of this comparison is recognised under “Impairment losses
and losses on disposal of non-current assets” or, if applicable, “Income from reversal of impairment losses and gains on
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disposal of non-current assets” on the consolidated income
statement (see Notes 4.9, 8, 10 and 26).
d) Environmental Property, Plant and Equipment
Property, plant and equipment of an environmental nature, the
purpose of which is to minimise environmental impact and to
protect and improve the environment, are identified on the
basis of the nature of the business activities carried on by
the Group, based on the Group’s technical criteria, which are
based on the guidelines relating to these matters issued by
the American Petroleum Institute (API).
Environmental property, plant and equipment and the related accumulated depreciation are recognised in the consolidated balance sheet together with other property, plant and
equipment, classified by their nature for accounting purposes.
Their cost, depreciation methods and the valuation adjustments to be performed are determined in accordance with the
rules relating to these non-current asset items, as explained
in Notes 4.6.a to 4.6.c.
4.7) Investment Property
Investment properties are those assets (buildings, land) held
either to earn rentals from their leasing, or for capital appreciation. These assets are not used in the Group’s business
activities and are not for its own use. Repsol YPF recognises
investment property using the cost model, applying the same
policies as those for items of property, plant and equipment
(see Note 4.6.a-b).
4.9) Impairment of Property, Plant and Equipment,
Intangible Assets and Goodwill
In order to ascertain whether its assets have become impaired, the Group compares their carrying amount with their
recoverable amount at the balance sheet date (see Note
4.23), or more frequently if there are indications that the assets might have become impaired. For that purpose, assets
are grouped into cash-generating units (CGUs), to the extent
such assets, when individually considered, cannot generate
cash inflows that are independent of the cash inflows from
other assets or CGUs.
To perform this test, goodwill acquired on a business combination is allocated among the cash-generating units or groups
of cash-generating units (CGUs) that benefit from the synergies of the business combination and the recoverable amount
thereof is estimated by discounting the estimated future cash
flows of each unit.
Recoverable amount is the higher of fair value less costs
to sell and value in use. In assessing value in use, the estimated future cash flows are discounted to their present value
using a rate that reflects the weighted average cost of capital
employed, which is different for each country and business.
If the recoverable amount of an asset (or a cash-generating
unit) is estimated to be less than its carrying amount, the carrying amount of the asset (or the cash-generating unit) is reduced to its recoverable amount, and an impairment loss is
recognised as an expense under “Impairment losses recognised and losses on disposal of non-current assets” in the
consolidated income statement.
An impairment loss is recognised, first applied, as a reduction of the carrying amount of related goodwill allocated to
the cash-generating unit. Any impairment losses in excess of
the carrying amount of goodwill is then allocated to the as-
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sets comprising the CGU on a pro-rata basis of their carrying
amount.
The basis for future depreciation or amortisation will take
into account the reduction in the value of the asset as a result
of any accumulated impairment losses.
On the occurrence of new events, or changes in existing circumstances, which prove that an impairment loss recognised
on a prior date could have disappeared or decreased, a new
estimate of the recoverable value of the corresponding asset
is developed, to determine whether it is applicable to reverse
the impairment losses recognised in previous periods.
In the event of a reversal the carrying amount of the asset
(or the cash-generating unit) is increased to the revised estimate of its recoverable amount, so that the increased carrying
amount does not exceed the carrying amount that would have
been determined in case no impairment loss had been recognised for the asset (or the cash-generating unit) in prior years.
A reversal of an impairment loss is recognised under “Income
from reversal of impairment losses and gains on disposal of
non-current assets” in the consolidated income statement. An
impairment loss recognised for goodwill can not be reversed
in subsequent periods.

Note 5. Accounting Estimates and Judgments
The preparation of financial statements in accordance with
generally accepted accounting principles makes it necessary
to make assumptions and estimates that affect the amounts
of the assets and liabilities recognised, the presentation of
contingent assets and liabilities at year end and the income
and expenses recognised during the year. The actual results
could differ depending on the estimates made.
The accounting policies and areas which require the highest degree of judgment and estimates in the preparation of
the consolidated financial statements are: (i) crude oil and
natural gas reserves; (ii) provisions for litigation and other
contingencies; (iii) the calculation of income tax and deferred
tax assets; (iv) impairment test of assets (see Note 4.9); and
(v) derivative financial instruments (see Note 4.22).
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Note 8. Property, Plant and Equipment
The detail of “Property, plant and equipment” and of the related accumulated depreciation and accumulated impairment
losses at December 31, 2009 and 2008, and of the changes
therein is as follows:
Millions of Euros

Cost
Balance at December 31, 2008
Additions(1)
Disposals and derecognitions
Translation differences
Change in the scope of consolidation
Reclassifications and other changes(2)
Balance at December 31, 2009
Accumulated Depreciation and
Impairment Losses
Balance at December 31, 2008
Depreciation charge for the year
Disposals and derecognitions
Impairment losses (recognised)/
reversed(3)
Translation differences
Change in the scope of consolidation
Reclassifications and other changes(2)
Balance at December 31, 2009
Carrying amount at December 31, 2008
(4)

Carrying amount at December 31, 2009
(1)

(2)

(3)
(4)

Land,
Buildings
and Other
Structures

Machinery
and Plant

Investments
in Areas
with
Reserves

Other
Exploration
Costs

Transport
Equipment

Other
Tangible
Assets

Assets in the
Course of
Construction

Total

2,143
12
(27)
(35)
107
365
2,565

19,462
261
(372)
(70)
4,227
1,173
24,681

29,612
1,099
(11)
(1,043)
326
19
30,002

1,848
583
(19)
(72)
136
4
2,480

1,439
4
(8)
(21)
42
113
1,569

1,659
55
(27)
(15)
31
(23)
1,680

3,384
2,232
(384)
(5)
421
(1,714)
3,934

59,547
4,246
(848)
(1,261)
5,290
(63)
66,911

(700)
(48)
22

(11,808)
(1,144)
335

(18,150)
(1,886)
9

(1,030)
(249)
11

(619)
(55)
8

(1,146)
(85)
20

—
—
—

(33,453)
(3,467)
405

—
8
(8)
(2)
(728)

16
66
29
645
(11,861)

150
673
(203)
29
(19,378)

—
28
(2)
10
(1,232)

—
15
1
—
(650)

—
8
1
40
(1,162)

—
—
—

166
798
(182)
722
(35,011)

1,443

7,654

11,462

818

820

513

3,384

26,094

1,837

12,820

10,624

1,248

919

518

3,934

31,900

In 2009 the main additions were in Argentina (€896 million), the Unites States (€265 million), Brazil (€211 million), the rest of Latin America
(€226 million), Libya (€136 million), Canada (€111 million) and Spain (€2,162 million). In 2008 the main additions were in Argentina (€1,480
million), in the U.S. (€415 million), the rest of Latin America (€394 million), in Libya (€230 million) in Canada (€155 million) and in Spain
(€1,779 million).
In 2009 €676 million of property, plant and equipment were reclassified as non-current assets held for sale, corresponding to gas distribution
assets in Cantabria, Murcia and Madrid, combined cycle generation assets in Mexico, and certain assets located in Colombia, all of which
are held through Gas Natural. Changes in this heading also reflect the derecognition of €71 million corresponding to the Gaviota gas storage
facility (owned by Repsol Investigaciones Petrolı́feras, S.A.) which has been reclassified as a non-current asset held for sale. Reclassifications
in 2008 also included €99 million corresponding to the acquisition of exploration rights in Libya pending payment.
See Note 10.
At December 31, 2009 the balance of accumulated impairment charges totalled €151 million.

IFRS ATT 3.285

P1: XXX
ACPA166-03(5)

AICPA

AICPA-IFRS-ATT.cls

408

December 18, 2010

IFRS Accounting Trends & Techniques

The amounts corresponding to non-depreciable assets, that
is, land and assets in the course of construction, amount, respectively to €763 million and €3,934 million at December 31,
2009 and €720 million and €3,384 million at December 31,
2008, respectively. The amounts related to land are included
within the heading “Land, buildings and other structures” on
the previous table.
Property, plant and equipment, included fully depreciated
items for an amount of €10,899 million and €10,349 million
at December 31, 2009 and 2008, respectively.
Repsol YPF capitalises financial costs as part of the cost of
the assets as described in Note 4. In 2009, 2008 and 2007,
the average capitalisation cost was 4.52%, 5.69% and 6.44%
and the amount of such financial expenses capitalised was
€122 million, €67 million and €95 million, respectively. Such
amounts are recorded under the “Financial costs” line item in
the consolidated income statement.
Within the heading “Property, plant and equipment” there
are some investments carried out by the Group in public concessions, in an amount of €122 million and €135 million at
December 31, 2009 and 2008, respectively; these concessions shall revert to the State within a term ranging from 2010
and 2054.
In 2009 and 2008 this heading includes €2,024 million and
€730 million, respectively, of assets acquired under finance
leases. Among the assets purchased under finance leases
during these periods we highlight the methane ships purchased for the transport of the LNG in the amount of €754
million and €641 million in 2009 and 2008, respectively, as
well as gas pipelines for the transport of gas in North America
and Canada, which amounted to €1,245 million in December
31, 2009 (see Note 23).
In accordance with industry practices, Repsol YPF insures
its assets and operations worldwide. Among the risks insured
are damages to property, plant and equipment, together with
the subsequent interruptions in its business that such damages may cause. The Group believes that the current coverage level is, in general, appropriate for the risks inherent to
its business.

Note 10. Impairment of Assets
Repsol YPF Group reviews the carrying amounts of intangible
assets, property, plant and equipment and other non-current
assets whenever there are indicators of impairment, or at least
annually, to determine whether those assets have incurred an
impairment loss. These reviews are performed in accordance
with the general principles established in Note 4.
In 2009 the Group recognised a net reversal of impairment
losses on non-current assets in the amount of €74 million.
This amount includes a €50 million impairment loss on
emission allowances (see Note 36), the effect of which was
offset virtually in full by the gain resulting from the transfer to
the income statement of the deferred revenue recognised in
connection with emission allowances allocated in 2009 under
Spain’s National Allocation Plan.
This balance also reflects the reversal of the impairment
provision recognised on the Argentine businesses in prior
years in the amount of €172 million. This reversal is the result of the reassessment in 2009 of the configuration of cash
generating units (CGUs) into which the Argentine upstream
assets are grouped. Until 2008 each field was considered
an individual CGU. Starting in 2009, primarily on account of
trends in certain of the economic, operating and commercial
conditions under which the Group operates in Argentina, the
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aforementioned assets were grouped into four CGUs, which
provide a better reflection of the way the Group’s current management decisions occur with respect to these assets. The
new CGUs are the following: one CGU grouping the field assets with primarily oil reserves and three CGUs grouping field
assets with mostly gas reserves, classified by national basin
(Neuquina, Northwest and Austral).
In 2008 the net impairment losses recorded in relation to
non-current assets were €50 million, of which €86 million
were from the impairment of emission allowances (see Note
7) which was offset by the equivalent revenue from the deferred income recognised in the income statement in relation to emission allowances assigned for no consideration received under the National Assignment Plan for 2008.
The remaining registrations in 2008, a net reversal of €36
million, correspond mainly to the recovery in the value of the
exploration and production assets in Ecuador for an amount
of €42 million, due to the positive evolution of business
benchmarks.
In 2007, losses in net value relating to non-current assets
amounted to €70 million, of which €67 million correspond to
the impairment of emission rights (see Note 7), the effect of
which was offset by an equal amount of income arising from
the transfer to profits from deferred income of emission rights
received under the National Assignment Plan relating to 2007.
The remaining net impairment losses amounted to a net
provision of €3 million and related mainly to:
• Impairment losses of €56 million and €29 million
recognised in Ecuador and Argentina, respectively,
mainly due to the unfavourable development of business
benchmarks.
• Revenues of €49 million and €33 million related to the
reversal of provisions recognised in previous periods in
Trinidad and Tobago and Portugal, respectively, due to
the positive evolution of the business benchmarks.
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Note 27. Operating Revenue and Expenses
The detail of income and expenses from operations in the
periods 2009, 2008 and 2007 is as follows:
Millions of Euros
Revenue
Sales(1)
Services rendered and other income
Change in inventories of finished
goods and work in progress
inventories
Income from reversal of impairment
losses(2)
Gains on disposal of non-current
assets(3)
Allocation of subsidies on
non-financial assets and other
subsidies
Other operating income
Expenses
Procurements(1)
Changes in inventories
Personnel expenses
Taxes other than income tax
Outside services(4)
Transport and freight costs
Depreciation and amortisation
charge(4)
Impairment losses recognised(2)
Losses on disposal of non-current
assets
Other operating expense
(1)

(2)

2009

2008

2007

45,827
1,450

58,475
1,893

52,098
1,767

94

(274)

387

193

57

150

178

126

694

16
1,274
49,032

18
1,416
61,711

13
814
55,923

(31,903)
470
(2,087)
(1,963)
(4,717)
(976)

(40,589)
(806)
(2,023)
(2,690)
(5,245)
(1,200)

(36,699)
405
(1,855)
(1,915)
(4,932)
(1,140)

(3,620)
(119)

(3,115)
(107)

(3,141)
(220)

(26)
(847)
(45,788)

(28)
(888)
(56,691)

(25)
(593)
(50,115)

Includes special taxes and other similar nature, levied on the production and/or sale of oil and gas products and that amounted to
€6,893 million, €6,881 million and €6,969 million in 2009, 2008
and 2007, respectively.
See Note 10.

Note 31. Divestments (in part)
The following table provides a breakdown of divestments
recorded in 2009 and 2008:
Millions of Euros
Group companies, associated companies
and business units
Property, plant and equipment and
intangible assets, and investment
properties
Other financial assets
Total investment disposals

2009

2008

413

920

373
307
1,093

102
23
1,045

Group Companies, Associated Companies and
Business Units
The sales of shareholdings in Group companies and associates in 2009 and 2008 are listed in Appendix I—Changes in
the consolidation scope. Below is a description of the most significant disposals made by the Group during 2009 and 2008.
On February 21, 2008, Repsol YPF sold 14.9% of the capital stock of YPF, S.A. to Petersen Energı́a in the amount of
US$ 2,235 million, arranging a loan for the buyer in the amount
of US$ 1,015 million. Collections related to this transaction
amounted to US$ 1,220 million (€827 million). In addition,
in November 2008, Petersen Energı́a exercised an option to
buy an additional 0.10%, in the amount of US$ 13 million (€10
million). These sales led to a consolidated profit before taxes
of €88 million, recorded under the line “Income from reversal of impairment losses and gain on disposal of non-current
assets” of the attached consolidated income statement. The
main effects of this transaction in the Group’s Consolidated
Balance Sheets were a €987 million increase in “Minority interest,” and a €292 million decrease in goodwill.
On April 30, 2008, Repsol YPF and YPFB entered into an
agreement for the transfer of 1.08% of Empresa Petrolera
Andina, S.A. (now named YPFB Andina, S.A.) shares in the
amount of €4 million. This agreement took full force on May
5, 2008 through the registry of the corresponding public document. The loss arising from this transaction, recorded under
the “Impairment losses recognised and losses on disposal of
non current assets” line in the attached consolidated income
statements amounted to €4 million. The percentage of the
Group’s interest in the company after the transfer of shares is
48.92%.
On December 19, 2008, Repsol YPF sold to the Brazilian
group, AleSat Combustı́veis, its fuel commercialization activities in Brazil, managed through Repsol YPF Distribuidora,
consisting of a network by this operation amounted to €14
million, recorded under “Income from reversal of impairment
losses and gain on disposal of non-current assets” in the accompanying consolidated income statement. The net assets
disposed of as a result of this sale amounted to €3 million.
Property, Plant and Equipment, Intangible Assets
and Investment Property
On July 30, 2007 Repsol YPF, S.A. entered into an agreement
whereby it sold to Caja Madrid the lot where an office building
is under construction in Madrid, as well as the finished works
on it, for €815 million of which €570 million were recorded
as divestments in 2007. In the same agreement Repsol YPF,
S.A. undertook to continue the promotion and development
of the pending construction works, with the aim of completing
the cited office building. The building was officially delivered
to the buyer in 2009. This delivery generated an additional
disposal of €245 million and a gain of €49 million, recognised
in “Income from reversal of impairment losses and gains on
disposal of non-current assets” in the consolidated income
statement.
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Impairment—Losses on Property, Plant
and Equipment Held at Revalued Amount
Author’s Note
IAS 36 applies to assets carried at revalued amount (i.e.,
fair value). When an entity uses market value to determine fair value, the only difference between fair and
FVLCS fair is any direct incremental costs to dispose
of the asset. When such costs to dispose of the asset are
not negligible, then FVLCS fair is necessarily less than
revalued amount. After the entity revalues the assets,
an entity applies IAS 36 to determine whether the asset
is impaired. When an entity uses a basis other than market value to determine fair value, then revalued amount
may be higher or lower than its recoverable amount
and the entity applies IAS 36 to determine whether the
asset is impaired.

3.286

China Telecom Corporation Limited (Dec 2009)
CONSOLIDATED STATEMENTS OF
COMPREHENSIVE INCOME (in part)
For the Years Ended December 31, 2007, 2008 and 2009
(Amounts in millions, except per share data)
Year Ended December 31

Operating revenues
Operating expenses
Depreciation and amortization
Network operations and support
Selling, general and administrative
Personnel expenses
Other operating expenses
Impairment loss on property, plant and equipment
Total operating expenses
Operating income
Deficit on revaluation of property, plant and equipment
Net finance costs
Investment income
Equity in income of associates
Earnings before income tax
Income tax
Profit for the year
Other comprehensive income/(loss) for the year:
Change in fair value of available-for-sale equity securities
Deferred tax on change in fair value of available-for-sale equity securities
Effect of changes in tax rates
Surplus on revaluation of property, plant and equipment
Deferred tax on revaluation surplus
Exchange difference on translation of financial statements of subsidiaries
outside mainland PRC, net of tax
Other comprehensive income/(loss) for the year, net of tax
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Note
21

22
23
8

8
24

25

2007
RMB (Restated)
180,804

2008
RMB (Restated)
186,529

2009
RMB
209,370

(52,607)
(29,856)
(24,130)
(27,419)
(9,051)
—
(143,063)
37,741
(2,755)
(4,288)
83
215
30,996
(6,704)
24,292

(53,880)
(36,096)
(27,501)
(28,946)
(10,794)
(24,167)
(181,384)
5,145
—
(5,076)
5
112
186
793
979

(52,243)
(42,903)
(40,507)
(32,857)
(17,449)
(753)
(186,712)
22,658
—
(4,375)
791
101
19,175
(4,549)
14,626

78
(14)
(1,577)
4,809
(1,136)

(92)
23
—
—
—

538
(120)
—
—
—

(103)
2,057

(83)
(152)

(2)
416
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CONSOLIDATED STATEMENTS OF CHANGES IN
EQUITY (in part)
For the Years Ended December 31, 2007, 2008 and 2009
(Amounts in millions)
Attributable to Equity Holders of the Company
Note

Balance as of
December 31, 2008
Deferred tax on
revaluation surplus of
property, plant and
equipment realized
Revaluation surplus
realized

Share
Capital

Capital
Reserve

Share
Premium

Revaluation
Reserve

Statutory
Reserves

Other
Reserves

Exchange
Rreserve

Retained
Earnings

Total

Minority
Interests

Total
Equity

RMB

RMB

RMB

RMB

RMB

RMB

RMB

RMB

RMB

RMB

RMB

(2,804) 10,746

11,410

56,085

2,586

(665)

54,746

213,036

1,512

214,548

80,932

—

—

—

—

—

125

—

(125)

—

—

—

—

—

—

(547)

—

—

—

547

—

—

—

NOTES TO CONSOLIDATED STATEMENTS
OF CASH FLOWS (in part)
For the Years Ended December 31, 2007, 2008 and 2009
(Amounts in millions)
(a) Reconciliation of Earnings Before Income Tax
to Net Cash from Operating Activities
Year Ended December 31

Earnings before income tax
Adjustments for:
Depreciation and amortization
Impairment losses on property, plant and equipment
Deficit on revaluation of property, plant and equipment

NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (in part)
Note 2. Significant Accounting Policies (in part)
(g) Property, Plant and Equipment
Property, plant and equipment are initially recorded at cost,
less subsequent accumulated depreciation and impairment
losses (Note 2(n)). The cost of an asset comprises its purchase price, any directly attributable costs of bringing the asset to working condition and location for its intended use and
the cost of borrowed funds used during the periods of construction. Expenditure incurred after the asset has been put
into operation, including cost of replacing part of such an item,
is capitalized only when it increases the future economic benefits embodied in the item of property, plant and equipment
and the cost can be measured reliably. All other expenditure
is expensed as it is incurred.

2007
(Restated)
RMB
30,996

2008
(Restated)
RMB
186

2009
RMB
19,175

52,607
—
2,755

53,880
24,167
—

52,243
753
—

Subsequent to the revaluation as described in Note 8, property, plant and equipment are carried at revalued amount,
being the fair value at the date of the revaluation, less subsequent accumulated depreciation and impairment losses.
When an item of property, plant and equipment is revalued,
any accumulated depreciation at the date of the revaluation is
restated proportionately with the change in the gross carrying
amount of the asset so that the carrying amount of the asset
after revaluation equals its revalued amount. The separate
classes into which the Company groups assets for the revaluation are buildings and improvements; telecommunications
network plant and equipment; and furniture, fixture, motor vehicles and other equipment. When an item of property, plant
and equipment is revalued, the entire class of property, plant
and equipment to which that asset belongs is revalued simultaneously. When an asset’s carrying amount is increased as a
result of a revaluation, the increase is recognized in other comprehensive income and accumulated in equity in the revaluation reserve. However, a revaluation increase is recognized as
income to the extent that it reverses a revaluation decrease of
the same asset previously recognized as an expense. When
an asset’s carrying amount is decreased as a result of a revaluation, the decrease is recognized as an expense in the profit
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or loss. However, a revaluation decrease is charged directly
against any related revaluation surplus to the extent that the
decrease does not exceed the amount held in the revaluation
reserve in respect of that same asset. Revaluations are performed with sufficient regularity such that the carrying amount
does not differ materially from that which would be determined
using fair value at the end of the reporting period. Revaluations are performed annually on items which experience significant and volatile movements in fair value while items which
experience insignificant movements in fair value are revalued
every three to five years.
Assets acquired under leasing agreements which effectively transfer substantially all the risks and benefits incidental
to ownership from the lessor to the lessee are classified as assets under finance leases. Assets held under finance leases
are initially recorded at amounts equivalent to the lower of the
fair value of the leased assets at the inception of the lease or
the present value of the minimum lease payments (computed
using the rate of interest implicit in the lease). The net present
value of the future minimum lease payments is recorded correspondingly as a finance lease obligation. Assets held under
finance leases are amortized over their estimated useful lives
on a straight-line basis. The carrying amount of assets held
under finance leases as of December 31, 2008 and 2009 were
RMB93 and RMB80 respectively.
Gains or losses arising from retirement or disposal of property, plant and equipment are determined as the difference
between the net disposal proceeds and the carrying amount
of the asset and are recognized as income or expense in the
profit or loss on the date of disposal. On retirement or disposal of a revalued asset, the related revaluation surplus is
transferred from the revaluation reserve to retained earnings.
Depreciation is provided to write off the cost/revalued
amount of each asset over its estimated useful life on a
straight-line basis, after taking into account its estimated
residual value, as follows:

Buildings and improvements
Telecommunications network plant and
equipment
Furniture, fixture, motor vehicles and other
equipment

Depreciable Lives
Primarily Range From
8 to 30 years
6 to 10 years
5 to 10 years

Where parts of an item of property, plant and equipment have
different useful lives, the cost or valuation of the item is allocated on a reasonable basis between the parts and each part
is depreciated separately. Both the useful life of an asset and
its residual value are reviewed annually.
(n) Impairment (in part)
(ii) Impairment of Long-Lived Assets
The carrying amounts of the Group’s long-lived assets, including property, plant and equipment, intangible assets and
construction in progress are reviewed periodically to determine whether there is any indication of impairment. These assets are tested for impairment whenever events or changes in
circumstances indicate that their recorded carrying amounts
may not be recoverable. For goodwill, the impairment testing
is performed annually at each year end.
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The recoverable amount of an asset or cash-generating
unit is the greater of its value in use and the net selling price.
When an asset does not generate cash flows largely independent of those from other assets, the recoverable amount
is determined for the smallest group of assets that generates
cash inflows independently (i.e. a cash-generating unit). In
determining the value in use, expected future cash flows generated by the assets are discounted to their present value
using a pre-tax discount rate that reflects current market assessments of time value of money and the risks specific to
the asset. The goodwill arising from a business combination,
for the purpose of impairment testing, is allocated to cashgenerating units that are expected to benefit from the synergies of the combination.
An impairment loss is recognized if the carrying amount
of an asset or its cash-generating unit exceeds its estimated
recoverable amount. Impairment loss is recognized as an expense in profit or loss. Impairment loss recognized in respect
of cash-generating units is allocated first to reduce the carrying amount of any goodwill allocated to the units and then
to reduce the carrying amounts of the other assets in the unit
(group of units) on a pro rata basis.
The Group assesses at the end of each reporting period
whether there is any indication that an impairment loss recognized for an asset in prior years may no longer exist. An impairment loss is reversed if there has been a favorable change
in the estimates used to determine the recoverable amount. A
subsequent increase in the recoverable amount of an asset,
when the circumstances and events that led to the write-down
cease to exist, is recognized as an income in profit or loss.
The reversal is reduced by the amount that would have been
recognized as depreciation had the write-down not occurred.
For the years presented, no reversal of impairment loss was
recognized in profit or loss. An impairment loss in respect of
goodwill is not reversed.
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Note 8. Property, Plant and Equipment, Net (in part)
Buildings and
Improvements
RMB

Telecommunications
Network Plant and
Equipment
RMB

Furniture, Fixture,
Motor Vehicles and
Other Equipment
RMB

Total
RMB

Cost/valuation:
Balance at January 1, 2008
Balance at December 31, 2008

81,881
85,264

576,153
605,183

20,208
21,589

678,242
712,036

Additions
Transferred from construction in progress
Disposals
Reclassification
Balance at December 31, 2009

185
2,013
(293)
9
87,178

852
33,596
(17,535)
42
622,138

745
1,277
(1,330)
(51)
22,230

1,782
36,886
(19,158)
—
731,546

Accumulated depreciation and impairment:
Balance at December 31, 2008

(23,513)

(375,933)

(13,431)

(412,877)

Depreciation charge for the year
Provision for impairment
Written back on disposal
Reclassification
Balance at December 31, 2009

(3,643)
—
239
3
(26,914)

(42,889)
(753)
15,605
(21)
(403,991)

(2,165)
—
1,265
18
(14,313)

(48,697)
(753)
17,109
—
(445,218)

Net book value at December 31, 2009
Net book value at December 31, 2008

60,264
61,751

218,147
229,250

7,917
8,158

286,328
299,159

In accordance with the Group’s accounting policy (Note 2(g)),
the property, plant and equipment of the Group as of December 31, 2007 were revalued for each asset class by the
Group on a depreciated replacement cost basis. The property,
plant and equipment as of December 31, 2007 was revalued at RMB326,123. The surplus on revaluation of certain
property, plant and equipment totaling RMB4,809 was credited to the other comprehensive income for the year ended

Buildings and improvements
Telecommunications network plant and equipment
Furniture, fixture, motor vehicles and other equipment

December 31, 2007 and accumulated separately in equity in
the revaluation reserve while the deficit on revaluation of certain property, plant and equipment totaling RMB 2,755 was
recognized as an expense in profit or loss for the year ended
December 31, 2007.
The following is a summary of the carrying value of the
Group’s property, plant and equipment (excluding Beijing
Telecom) before the revaluation and the revalued amounts
of these assets as of December 31, 2007:

Carrying Value
Before the
Revaluation
RMB
56,913
259,349
7,807
324,069

For the year ended December 31, 2008, an impairment loss
on property, plant and equipment of RMB 24,167 was recognized, which included an impairment loss on wireless access
service (“PHS”) specific equipment of RMB 23,954. The recoverable amounts of the PHS specific equipment were determined based on the asset held in use model that estimated the
future cash flows and outflows to be derived from continuing
use of the asset for three years and from its ultimate disposal
and applying a discount rate that reflects current market assessment of the time value of money and the risks specific to
the asset. The primary factor resulting in the impairment loss
was due to lower revenue expected to be generated from this
equipment following the acquisition of the CDMA business
and execution of full services integrated operations.

Revaluation
Surplus
RMB
3,578
1,231
—
4,809

Revaluation
Deficit
RMB
—
(2,754)
(1)
(2,755)

Revalued
Amounts
RMB
60,491
257,826
7,806
326,123

For the year ended December 31, 2009, an impairment loss
on property, plant and equipment of RMB 753 was recognized
which mainly represented impairment made in respect of the
Digital Data Network (“DDN”) specific equipment. The recoverable amounts of the DDN specific equipment were determined based on the asset held in use model that estimated
the future cash flows and outflows to be derived from continuing use of the asset lives and from its ultimate disposal
and applying a discount rate that reflects current market assessment of the time value of money and the risks specific to
the asset. The primary factor resulting in the impairment loss
was due to the decrease in customer demand for DDN service and its technology being gradually substituted by other
technologies.
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Impairment—Goodwill and Other
Intangible Assets
3.287

Technicolor (Formerly Thomson) (Dec 2009)
CONSOLIDATED STATEMENTS OF OPERATIONS
(in part)
Year Ended December 31
(€ in Millions)
Continuing operations
Revenues
Cost of sales
Gross margin
Selling and administrative expenses
Research and development expenses
Restructuring costs
Net impairment losses on non-current operating assets
Other income (expense)
Profit (loss) from continuing operations before tax and net finance costs

NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (in part)
Note 2. Summary of Significant Accounting Policies
(in part)
Note 2.15 Goodwill
At the acquisition date, goodwill is measured at its cost, being the excess of the costs of the business combination over
the Group’s interest in the net fair value of the identifiable
assets, liabilities and contingent liabilities. Goodwill is recognized in the currency of the acquired subsidiary/associate and
measured at cost less accumulated impairment losses and
translated into euros at the rate effective at the end of the
period. Goodwill is not amortized but is tested annually for
impairment.
Note 2.16 Intangible Assets
Intangible assets consist mainly of capitalized development
projects, trademarks, rights for use of patents and acquired
customer relationships.
Intangibles acquired through a business combination are
recognized at fair value. For material amounts, Technicolor
relies on independent appraisals to determine the fair value
of intangible assets. Separately acquired intangible assets are
recorded at purchase cost and internally generated intangibles are recognized at production cost.
Purchase cost comprises acquisition price plus all associated costs relating to the acquisition and set-up. All other
costs, including those relating to the development of internally
generated intangible assets such as brands, customer files,
etc., are recognized as expenses of the period when they are
incurred.
Intangible assets considered to have a finite useful life are
amortized over their estimated useful lives and their value written down in the case of any impairment loss. Intangible assets
with indefinite useful lives are not amortized but are tested for
impairment annually. Depending on the nature and the use

IFRS ATT 3.287

Note

(7)
(8)
(29)
(9)
(7)

2009
3,529
(2,747)
782
(382)
(153)
(41)
(80)
10
136

2008 (1)
4,099
(3,355)
744
(459)
(169)
(166)
(666)
(25)
(741)

2007 (1)
4,681
(3,652)
1,029
(463)
(182)
(79)
(1)
114
418

of the intangible assets, the amortization of these assets is
included either in “Cost of sales,” “Selling and administrative
expenses,” “Other income (expense)” or “Research and development expenses.”
(a) Research and Development Projects
Research expenditures are expensed as incurred. Development costs are expensed as incurred, unless the project to
which they relate meets the IAS 38 capitalization criteria. Recognized development projects correspond to projects which
objectives are to develop new processes or to improve significantly existing processes, considered as technically viable and expected to provide future economic benefits for the
Group. Development projects are recorded at cost less accumulated depreciation and impairment losses, if any. The costs
of the internally generated development projects include direct labor costs (including pension costs and medical retiree
benefits), costs of materials and service fees necessary for
the development projects. They are amortized over a period
ranging from one to five years starting from the beginning of
the commercial production of the projects, based on units sold
or based on units produced or using the straight-line method.
(b) Patents and Trademarks
Patents are amortized on a straight-line basis over the expected period of use. Trademarks are considered as having
an indefinite useful life and are not amortized, but are tested
for impairment annually according to IAS 36. The main reasons retained by the Group to consider a trademark as having
an indefinite useful life are: its positioning in its market expressed in terms of volume of activity, international presence
and notoriety, and its expected long-term profitability.
With respect to trademarks acquired through business combinations, the valuation methodology used is based on the
royalty relief method which takes into account the royalty that
could reasonably be paid by third-party licensees on similar
trademarks.
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(c) Customer Relationships
Customer relationships that are acquired through business
combinations are amortized over the expected useful life of
such relationships, which range from 8 to 20 years (taking into
account probable renewals of long-term customer contracts
that last generally from 1 to 5 years). The initial valuation
methodology used is generally based on the attributable discounted future cash flows expected to be generated by the
existing customers’ portfolio at the acquisition date.
(d) Other Intangible Assets
This caption comprises mainly acquired or internally developed software.
Note 2.17 Impairment of Intangible Assets,
Goodwill and PPE
Goodwill, intangible assets having an indefinite useful life and
development projects not yet available for use are tested annually for impairment in October and whenever circumstances
indicate that they might be impaired.
For the purpose of impairment testing, goodwill is allocated to each of the cash-generating units (CGU) or groups
of cash-generating units (hereafter called “goodwill reporting
units” (GRU)) that represent the lowest level within the entity
at which the goodwill is monitored for internal management
purposes.
PPE and intangible assets having a definite useful life are
tested for impairment at the balance sheet date only if events
or circumstances indicate that they might be impaired. The
main evidence indicating that an asset may be impaired includes the existence of significant changes in the operational
environment of the assets, a significant decline in the expected economic performance of the assets, or a significant
decline in the revenues or in the market share of the Group.
The impairment test consists of comparing the carrying
amount of the asset with its recoverable amount. The recoverable amount of the asset is the higher of its fair value less
costs to sell and its value in use.
Value in use is the present value of the future cash flow
expected to be derived from an asset or group of assets.
The fair value less costs to sell corresponds to the amount
that could be obtained from the sale of the asset (or the CGU),
in an arm’s-length transaction between knowledgeable and
willing parties, less the costs of disposal. It can be determined
using an observable market price for the asset (or the CGU)
or using discounted cash flow projections that include estimated future cash inflows or outflows expected to arise from
future restructurings or from improving or enhancing the asset’s performance but exclude any synergies with other CGU
of the Group.
For determining the recoverable value, the Group uses estimates of future pre-tax discounted cash flows generated by
the asset including a terminal value when appropriate. These
flows are consistent with the most recent budgets approved
by the Executive Committee of the Group. Estimated cash
flows are discounted using pre-tax long-term market rates,
reflecting the time value of money and the specific risks of the
assets. Methodology and assumptions used by the Group are
detailed in Note 14.
An impairment loss corresponds to the difference between
the carrying amount of the asset (or group of assets) and its
recoverable amount and is recognized in “Impairment losses
on non-current operating assets” for continuing operations

unless the impairment is part of restructuring plans, or related to discontinued operations. In accordance with IAS 36,
impairment of goodwill cannot be reversed.

Note 3. Critical Accounting Estimates and Judgments
(in part)
Note 3.2 Tangible and Intangible Assets With Finite
Useful Lives
The Group records intangible assets with finite useful
lives (mainly customer relationships, software, development
projects and certain rights on intellectual property acquired)
under “Other intangible assets” and tangible assets under
“Property, plant and equipment” (“PPE”). Significant estimates and assumptions are required to determine (i) the expected useful lives of these assets for purposes of their depreciation and (ii) whether there is an impairment of their value
requiring a write-down of their carrying amount. Estimates
that are used to determine the expected useful lives of PPE
and intangible assets are defined in the Group’s accounting
policies manual and are consistently applied throughout the
Group. For the year ended December 31, 2009, the Group
recognized amortization expense amounting to €127 million
related to PPE and amortization expense of €109 million for
intangible assets with finite useful lives (these figures include
depreciation expense booked in the loss from discontinued
operations).
In order to ensure that its assets are carried at no more
than their recoverable amount, Technicolor evaluates at each
reporting date certain indicators that would result, if applicable, in the calculation of an impairment test in accordance with
the accounting policy stated in Note 2 above. The recoverable
amount of an asset or group of assets may require the Group
to use estimates and mainly to assess the future cash flows
expected to arise from the asset or group of assets and a
suitable discount rate in order to calculate present value. Any
negative change in relation to the operating performance or
the expected future cash flows of individual assets or group of
assets will change the expected recoverable amount of these
assets or groups of assets and therefore may require a writedown of their carrying amount.
As of December 31, 2009, the Group reviewed its triggering
indicators and determined that some amortizable assets and
cash generating units may have lost value. Consequently, it
performed impairment tests for these assets or group of assets (see Notes 13 and 14). The impairment booked on amortizable assets in 2009 amount to €30 million, split between
PPE (€14 million), customer relationships (€8 million) and
patents, R&D and other intangible assets (€8 million). These
amounts exclude impairment loss of assets in the frame of a
restructuring plan that amount to €2 million in 2009.
Consequently, as of December 31, 2009, the net carrying
amount of PPE and intangible assets with finite useful lives
amounted to €431 million and €265 million, respectively (excluding PPE and intangible assets classified as held for sale).
Note 3.3 Impairment Tests of Goodwill and Intangible
Assets With Indefinite Useful Lives
We review annually goodwill and other indefinite-lived intangible assets for impairment in accordance with the accounting
policy stated in Note 2 above. Such review requires management to make material judgments and estimates when performing impairment tests.
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Technicolor’s management believes its policies relating to
such impairment testing are critical accounting policies involving critical accounting estimates because determining the
recoverable amount of cash-generating units requires (1) determining the appropriate discount rate to be used to discount
future expected cash flow of the cash-generating unit and (2)
estimating the value of the operating cash flows including their
terminal value, the growth rate of the revenues generated by
the assets tested for impairment, the operating margin rates
of underlying assets for related future periods and the royalty rates for the trademarks. These assumptions used by the
Group for the determination of the recoverable amount are
described in Note 14.
Additional to the annual review for impairment, Technicolor
evaluates at each reporting date certain indicators that would
result, if applicable, in the calculation of an additional impairment test in accordance with the accounting policy stated in
Note 2 above.

In 2009, given new business developments in the DVD Services GRU, Technicolor has performed an impairment test as
of December 31, 2009 for this GRU.
The impairment tests performed in 2009 resulted in:
• An impairment of one of its trademarks for €12 million
following negative events that occurred in the second
quarter of 2009
• A reversal of impairment of the Technicolor trademark
for €6 million following the decision by the Group at the
end of 2009 to abandon the Thomson brand in favour of
Technicolor.
Management believes the updated assumptions used concerning sales growth, terminal values and royalty rates are
reasonable and in line with updated market data available for
each GRU.
Consequently, as of December 31, 2009, the net book value
of goodwill and trademarks amounted to €746 million (excluding goodwill classified as held for sale) and €191 million,
respectively after impairment.

Note 9. Impairment Losses on Non-Current
Operating Assets

(€ in Millions)
2009
Impairment losses on customer relationships(1)
Impairment losses on patents and trademarks(1)
Impairment losses on other intangible assets(1)
Impairment losses on tangible assets(2)
Impairment losses on contracts and up-front prepaid discount
Impairment losses on non-current operating assets
Reversal of impairment losses on patents and trademarks(1)
Reversal of impairment losses on customer relationships(1)
Net impairment losses on non-current operating assets
2008
Impairment losses on goodwill(1)
Impairment losses on customer relationships(1)
Impairment losses on patents and trademarks(1)
Impairment losses on other intangible assets(1)
Impairment losses on tangible assets(2)
Impairment losses on contracts and up-front prepaid discount
Impairment losses on non-current operating assets
2008 impairment losses on activities classified under discontinued
operations in 2009
Impairment losses on non-current operating assets published in 2008
(1)
(2)

For details, see Note 14 on Goodwill and intangible assets.
For details, see Note 13 on Property, Plant and Equipment.
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Technology

Connect

Entertainment
Services

Other

Total

—
(12)
—
—
—
(12)

—
—
(5)
—
—
(5)

(18)
—
(3)
(14)
(44)
(79)

—
—
—
—
—
—

(18)
(12)
(8)
(14)
(44)
(96)

—
—
(12)

—
—
(5)

6
10
(63)

—
—
—

6
10
(80)

(12)
—
(8)
(4)
—
—
(24)

(49)
(13)
—
—
(1)
—
(63)

(318)
(112)
(6)
(7)
(125)
(9)
(577)

—
—
—
(1)
(1)
—
(2)

(379)
(125)
(14)
(12)
(127)
(9)
(666)
(440)
(1,106)
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Note 14. Goodwill and Other Intangible Assets

(€ in Millions)
At December 31, 2006
Cost
Accumulated amortization and impairment
Net amount
2007
Opening net amount
Exchange differences
Acquisition of subsidiary(2)
Additions
Amortization charge
Other
Closing net amount
At December 31, 2007
Cost
Accumulated amortization and impairment
Net amount
2008
Opening net amount
Exchange differences
Acquisition of subsidiary(2)
Additions
Disposal
Amortization charge
Impairment loss for the period(3)
Reclassification as held for sale
Other
Closing net amount
(1)
(2)
(3)

Other Total Intangible
Assets
Intangibles (1)

Patents and
Trademarks

Customer
Relationships

522
(146)
376

644
(187)
457

440
(202)
238

1,606
(535)
1,071

1,714

376
(32)
—
1
(19)
3
329

457
(39)
(2)
—
(50)
(5)
361

238
(9)
—
105
(92)
6
248

1,071
(80)
(2)
106
(161)
4
938

1,714
(120)
44
—
—
7
1,645

473
(144)
329

576
(215)
361

563
(315)
248

1,612
(674)
938

1,645

329
7
—
23
(1)
(18)
(14)
—
7
333

361
2
—
22
—
(50)
(152)
—
(2)
181

248
5
—
83
(1)
(87)
(81)
(4)
(4)
159

938
14
—
128
(2)
(155)
(247)
(4)
1
673

1,645
(9)
29
—
—
—
(739)
—
—
926

Goodwill

Includes capitalized development projects, acquired or internally developed software and acquired technologies on a standalone basis or
as part of a business combination.
This line item includes the impact of the acquisitions of the year as disclosed in Note 5 and the definitive impact of purchase price allocations
of previous year acquisitions. In 2008, it is related to the acquisition of NBC Universal operations.
Impairment loss regarding trademarks and customer relationships are detailed below in Note 14.1 and Note 14.2, respectively. The impairment
on goodwill is detailed in Note 14.3. For other intangible assets, the 2008 impairment relates mainly to:
—Development projects capitalized for €51 million mainly in Broadcast & Network Systems (Grass Valley) due to significant delay in new key
products introduction with significant impact on sales and margin opportunity. As Grass Valley is classified in discontinued operations,
this impairment impacted the result from discontinued operations;
—Software for €7 million within the Entertainment Services segment; and
—A project abandoned as part of the restructuring of CNS in the US for €10 million.
The total impairment loss on intangible assets presented above includes the impairment of intangible assets in the framework of restructuring
plans for €9 million that are not included in the impairment losses on non-current operating assets disclosed in Note 9 and impairment loss
on discontinued operations for €87 million.
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(€ in Millions)
At December 31, 2008
Cost
Accumulated amortization and impairment
Net amount
2009
Opening net amount
Exchange differences
Additions
Acquisition of subsidiary
Disposal
Amortization charge
Impairment loss(2)
Reversal of impairment loss(3)
Reclassification as held for sale(4)
Other
Closing net amount
At December 31, 2009
Cost
Accumulated amortization and impairment
Net amount
(1)
(2)

19:29
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Other Total Intangible
Assets
Intangibles (1)

Patents and
Trademarks

Customer
Relationships

507
(174)
333

445
(264)
181

468
(309)
159

1,420
(747)
673

926

333
(3)
1
—
—
(19)
(44)
6
(4)
—
270

181
1
—
—
—
(34)
(18)
10
(15)
(1)
124

159
(1)
46
—
(2)
(56)
(78)
—
(6)
—
62

673
(3)
47
—
(2)
(109)
(140)
16
(25)
(1)
456

926
4
—
3
—
—
(138)
—
(47)
(2)
746

469
(199)
270

378
(254)
124

272
(210)
62

1,088
(632)
456

746

Goodwill

Includes capitalized development projects, acquired or internally developed software and acquired technologies on a standalone basis or
as part of a business combination.
See details of impairment in the table below.

(€ in Millions)
Subtotal discontinued businesses (Grass Valley
and MN)∗
Entertainment Services
Connect
Technology
Subtotal continuing operations
Total
∗ See rationale for impairment of these businesses
(3) Refer to Note 14.1 below for details.
(4) Refer to Note 12 above for details.

Patents and
Trademarks

Customer
Relationships

Other
Intangibles

Total Intangible
Assets

Goodwill

(32)
—
—
(12)
(12)
(44)

—
(18)
—
—
(18)
(18)

(70)
(3)
(5)
—
(8)
(78)

(102)
(21)
(5)
(12)
(38)
(140)

(138)
—
—
—
—
(138)

held for sale in Note 12.3.

Note 14.1 Trademarks
As of December 31, 2009, trademarks total €191 million and
consist mainly of Technicolor® , RCA® and THOMSON® .
Trademarks are considered to have indefinite useful lives.
Consequently, they are tested annually for impairment. For
the purpose of this test, trademarks are tested on a standalone basis by calculating their fair value. The value of the
Technicolor trademark has been assessed based on a royalty
relief method. Under this approach, the value of the trademark
is estimated as the present value of the after-tax royalties
that the Group avoids to pay to a third party. This method is
commonly used to estimate the fair value of trademarks. The
value of the RCA trademark has been assessed based on the
value in use.
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Method used to determine the recoverable amount
Description of key assumptions
Period for projected future cash flows
Growth rate used to extrapolate cash flow projections beyond
projection period
Post-tax discount rate applied as of December 31, 2009
Net amount of trademarks before impairment loss and reversal
Impairment loss for the period
Impairment reversal of the period
Net amount of main trademark
Other trademarks
Total net amount of trademarks

Technicolor®
Royalty relief method
Budget and cash flow projections,
trademark royalty rate
5 years
0%

RCA®
Discounted cash flows
Budget and cash flow projections

8.8%
150
—
6
156

9.75%
41
(12)
—
29

Total

5 years
2.5%

191
(12)
6
185
6
191

Note 14.2 Customer Relationships
Customer relationships are amortizable assets. Consequently, they are tested for impairment only if management
identifies triggering events that may result in a loss of value
of such assets.
As of December 31, 2009, the HES and HNS customer
relationships have been tested for impairment due to the existence of the triggering events mentioned in the table below.
Their recoverable values have been assessed using an excess profit method. In the excess profit method, the value of
an intangible asset is estimated at the present value of the excess profits that the intangible asset is expected to generate
in the future. The excess profits are estimated by deducting
from the post-tax operating profit of the activity as a whole a
fair return on other assets used to generate this profit.

2009 triggering events

Method used to determine the recoverable amount
Description of key assumptions
Period for projected future cash flows
Rate used to extrapolate cash flow projections
Post-tax discount rate applied as of December 31, 2009
Net amount of customer relationships before impairment
Impairment loss for the period
Reversal of impairment for the period
Net amount of customer relationships

Technicolor HES/PDSC/Duplitek/Other
HNS
—Negotiations of contract renewals in H2 2009 with —Decrease in volume of products sold
some major customers that led to higher than
expected price reductions and to an impairment
of M€18
—Extension of services provided to other main customers that contribute to the reversal of 2008 impairment for M€10
Excess Profit Method
Excess Profit Method
Budget and cash flow projections, renewal probability of contracts, margin rate per client
Expected remaining life
Expected remaining life
Specific attrition rate
Specific attrition rate
8.5%
11%
88
35
(18)
—
10
—
80
35
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Note 14.3 Goodwill
Impairment tests of goodwill are carried out based on groups
of Cash-Generating Units (hereafter called “goodwill reporting
units” (GRU)):
• In the Entertainment Services Division, 3 GRU are considered: DVD Services, Creation Services and Theatrical Services and Digital Content Delivery Services.
• The Connect Division is considered as a single GRU.
• The Technology Division is considered as a single GRU.
The following table provides the allocation of the significant
amounts of goodwill and trademarks to each significant goodwill reporting unit based on the organisation effective as of
January 1, 2009 that present some transfers of businesses
compared to 2008 organization within the Creation Services
and Theatrical Services, Digital Content Delivery Services
and Connect GRUs:
Entertainment Services

(€ in Millions)
Goodwill before impairment
of the period
Impairment of the period
Reclass as held for sale
Net amount of goodwill

DVD
Services

Creation
Services and
Theatrical
Services

Digital
Content
Delivery
Services

320
—
—
320

75
—
—
75

103
—
—
103

Net amount of trademarks(1)
(1)

158

Technology
Connect
and Other
As of December 31, 2009

Held for Sale
Businesses
Grass
Media
Valley
Networks

Total

237
—
—
237

11
—
—
11

23
(23)
—
—

162
(115)
(47)
—

931
(138)
(47)
746

—

33

—

—

191

Includes:
ß Technicolor® trademark (used by the Entertainment Services segment) and Moving Picture Company® (MPC) included in the Creation
Services and Theatrical Services reporting unit;
ß THOMSON® trademark and the license to use the RCA® trademark in Other.

The following table provides the allocation of the significant
amounts of goodwill and trademarks to each significant goodwill reporting unit based on the organisation effective until
December 31, 2008. The reorganization of the continuing activities and the decision to classify as held for sale the Grass
Valley and Media Networks businesses impacted the way the
Group follows and allocates the goodwill within the goodwill
reporting units:

(€ in Millions)
As of December 31, 2008
Goodwill before impairment
of the period
Impairment of the period
Net amount of goodwill
Net amount of trademarks
As of December 31, 2007
Net amount of goodwill
Net amount of trademarks

IFRS ATT 3.287

Thomson Grass Valley
Broadcast &
Access
Network
Products
Systems

DVD
Services

Technicolor
Film & Content
Services

Network
Services

463
(139)
324

269
(143)
126

273
(67)
206

232
—
232

405
(378)
27

156

156

4

—

460
158

278
156

251
—

235
—

Technology
Software &
Technology
Solutions

Other

Total

23
(12)
11

—
—
—

1,665
(739)
926

32

—

45

237

398
31

23
—

—
51

1,645
240
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In order to perform the annual impairment test, the Group
used the following assumptions to determine the recoverable
amount of the main goodwill reporting units:
Entertainment Services
Creation Services
and Theatrical
Digital Content
Services
Delivery Services

DVD Services
Basis used to determine the recoverable amount
Description of key assumptions
Period for projected future cash flows
Growth rate used to extrapolate cash flow projections
beyond projection period
—As of October 31, 2009(3)
—As of December 31, 2008
Post-tax discount rate applied
As of October 31, 2009(2)
—As of December 31, 2008
—As of September 30, 2007
(∗ )

(1)

(2)
(3)

(1)

(1)

(1)

Connect
Fair Value(1)
Budget and cash
flow projections
5 years

Fair Value
Budget and cash
flow projections
(∗ )

Fair value
Budget and cash
flow projections
(∗ )

Fair Value
Budget and cash
flow projections
5 years

(∗ )
(∗ )

(∗ )
(∗ )

2%
2%

2%
3%

8.5%
8.5%
9.0%

9.0%
9.5%
9.0%

9.5%
9.5%
9.0%

11%
9%
9.5%

Certain activities within the DVD Services and the Creation Services and Theatrical Services are considered to have a finite life, determined
on the expected timing for the obsolescence of the underlying technology of these activities. Accordingly, no terminal value has been applied
for these businesses.
In the absence of a binding sale agreement at closing date, of an active market and of comparable recent transactions for any of our goodwill
reporting units, we used discounted cash flow projections to estimate fair value less costs to sell. Technicolor management considers that fair
value less costs to sell is the most appropriate method to estimate the value of its businesses as it takes into account the future restructuring
the Group will need to make to adapt to a quickly changing technological environment. Such restructuring would be taken into account by
any market participant given the economic environment of the businesses the Group evolves in.
The corresponding pre-tax discount rates are within a range from 11% to 15.1%.
As of December 31, 2009 for DVD Services.

Sensitivity of Recoverable Amounts
At December 31, 2009, among the main goodwill reporting
units listed above:
• For DVD Services, a 90 basis point increase in the posttax discount rate assumption would bring the recoverable value in line with the book value; likewise, a 9% fall
in cash flow after the fifth year would bring the recoverable value in line with the book value;
• For Creation Services and Theatrical Services, as the
fair value equals the book value as of December 31,
2009, any negative change in the main assumptions
would bring the recoverable value below the book value.
A 100 basis point increase in the post-tax discount
rate assumption would generate an impairment of €36
million;
• For Digital Content Delivery Services, the Group considers it improbable that there will be a change in valuation parameters that would decrease the recoverable
amount below the book value. For example, a 200 basis
point increase in the post-tax discount rate assumption
would not bring its recoverable value below the book
value;
• For Connect, a 50 basis point decrease in the perpetual
growth rate assumption would bring the fair value into
line with the book value; likewise, a 5.2% fall in cash flow
after the fifth year would bring the recoverable value in
line with the book value.
2008 Impairment
The deterioration of the economic environment in the second half of the year and a significant change of the Group’s
strategy following the appointment of a new CEO, effective

September 1, 2008 and of certain new senior officers in late
2008, led the Group to re-assess the valuation of its long-term
assets including financial investments, which have resulted
in the recording of significant impairments at December 31,
2008.
DVD Services
During the year ended December 31, 2008, the goodwill in
relation to the Group’s DVD Services was impaired by €139
million. This impairment was triggered by the following facts
and circumstances:
• Due to the economic crisis, DVD experienced decrease
in volume and price pressure during the last quarter of
2008 well beyond what was estimated that significantly
and durably impacted the DVD business.
• The victory of Blu-ray over HD-DVD format mid 2008
means higher capital expenditures than what would
have been necessary for the HD-DVD technology.
The crisis impact has been significant at end of 2008 and the
Group in line with the market analyst has anticipated an impact for at least two years more specifically on the SD (Simple
Definition) DVD volume and price perspective.
Film & Content Services
During the year ended December 31, 2008, the goodwill in relation to the Group’s Film & Content Services was impaired by
€143 million. This impairment was triggered by the following
facts and circumstances:
• During 2008, Film & Content Services faced severe price
erosion in photochemical replication.
• The cash flow projections reflect Technicolor new management’s decision to exit the Digital Cinema business
to exhibitors from 2009.
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The business plan anticipates that the competitive environment is becoming more intense and may continue for many
years independently from the economic environment.
Network Services
During the year ended December 31, 2008, the goodwill in
relation to the Group’s Networks Services was impaired by
€67 million. This impairment was triggered by the following
facts and circumstances:
• Part of the business of this activity has been directly
affected by the global and US advertising market downturn since the end of 2008. Major customers delayed
their investments.
• The strategy decided by the new Management and the
uncertainties regarding this market in 2009 and beyond
have led the company to revise downwards mid-term
assumptions about the results of this business.
The crisis has strongly impacted the advertising business and
the new strategy is not to continue to invest in part of this
activity.
In 2007, no goodwill impairment has been recognized.

CONSOLIDATED CASH FLOW STATEMENT (in part)
USD ’000
Cash Flow From Operating
Activities
Operating profit
Adjustments:
Reversal of profit from sale
of vessels
Reversal of depreciation and
impairment losses
Reversal of impairment of jointly
controlled entities
Reversal of share of results of
jointly controlled entities
Reversal of other non-cash
movements

Note

32

2009

2008

49,758

446,250

−33,145

−82,813

132,775

126,067

20,000

0

2,256

−27,122

1,270

−7,786

NOTES (in part)
Note 1. Other Accounting Policies (in part)
Consolidation Principles

Impairment—Investment in Jointly Controlled
Entities
3.288

A/S D Ampskibsselskabet TORM (Dec 2009)
CONSOLIDATED INCOME STATEMENT (in part)
USD ’000
Revenue
Port expenses, bunkers and
commissions
Freight and bunker
derivatives
Time charter equivalent
earnings
Charter hire
Operating expenses
Gross profit (net earnings
from shipping activities)
Profit from sale of vessels
Administrative expenses
Other operating income
Share of results of jointly
controlled entities
EBITDA
Impairment losses on jointly
controlled entities
Depreciation and impairment
losses
Operating profit (EBIT)

IFRS ATT 3.288

Note

2009
862,251

2008
1,183,594

−217,356

−264,050

−11,952

−13,586

632,943
−220,880
−169,556

905,958
−193,829
−174,333

242,507
33,145
−78,194
7,331

537,796
82,813
−89,906
14,493

29

−2,256
202,533

27,122
572,318

9

−20,000

0

7, 8, 9

−132,775
49,758

−126,068
446,250

4
3
4, 5

The consolidated financial statements comprise the financial
statements of the Parent Company, TORM A/S, and its subsidiaries, i.e. the entities in which the Parent Company, directly
or indirectly, holds the majority of the votes or otherwise has a
controlling interest. Entities in which the Group exercises significant but not controlling influence are regarded as associated companies and are recognised using the equity method.
Companies which are by agreement managed jointly with
one or more other companies and therefore subject to joint
control (jointly controlled entities) are accounted for by using
the equity method.
Impairment Losses on Jointly Controlled Entities
Impairment losses on jointly controlled entities comprise the
reduction in the value of the investment in jointly controlled
entities by the amount by which the carrying amount to the
investment exceeds its recoverable amount. In the event of
indication of impairment of value, the carrying amount is assessed and the value of the asset is reduced to its recoverable amount equal to the higher of value in use based on net
present value of future earnings from the assets and its net
selling price.
Investments in Jointly Controlled Entities
Investments in jointly controlled entities comprise investments
in companies which are by agreement managed jointly with
one or more other companies and therefore subject to joint
control and are measured at equity value.

P1: PjU
ACPA166-03(6)

AICPA

AICPA-IFRS-ATT.cls

December 23, 2010

19:29

423

Section 3: Statement of Comprehensive Income and Related Disclosures

Note 29. Entities in the Group (in part)
Investments in Legal Entities Included as Jointly Controlled Entities(∗) :
Long Range 2 A/S
50%
Denmark
LR2 Management K/S
50%
Denmark
TT Shipowning K/S
50%
Denmark
Torghatten & TORM Shipowning ApS
50%
Denmark
UT Shipowning K/S
50%
Denmark
(∗)
(∗∗)

Ugland & TORM Shipowning ApS
OMI Corporation
FR8 Holdings Pte Ltd.
TORM SHIPPING [PHILS.], INC.

50%
50%
50%
25%

Denmark
Marshall Islands
Singapore
The Philippines

Companies with activity in the financial year.
Company dissolved in 2009.

Furthermore, TORM is participating in a number of joint ventures primarily The MR Pool. The LR1 Pool and The LR2
Pool which are not legal entities. The investments in these
joint ventures are included as investments in jointly controlled
operations.
The following represents the income and expenses and
summarized balance sheet data for jointly controlled entities.
USD Million
Total income
Total expenses
Net profit for the year

2009
70.8
−73.1
—2.3

2008
143.7
−116.6
27.1

Non-current assets
Current assets
Non-current liabilities
Current liabilities

219.2
50.2
122.9
23.5

270.3
119.0
140.9
104.6

Impairment—Assets Classified as Held
for Sale
3.289

A.G. Barr plc (Jan 2010)
CONSOLIDATED INCOME STATEMENT (in part)
2010

Note
Revenue
Cost of sales
Gross profit
Operating expenses
Operating profit

4,5

Before
Exceptional
Items
£000
201,410
(98,153)
103,257
(73,497)
29,760

Exceptional
Items
£000
—
—
—
(3,432)
(3,432)

2009

Total
£000
201,410
(98,153)
103,257
(76,929)
26,328

Before
Exceptional
Items
£000
169,698
(84,962)
84,736
(61,682)
23,054

Exceptional
Items
£000
—
—
—
130
130

Total
£000
169,698
(84,962)
84,736
(61,552)
23,184
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CASH FLOW STATEMENTS (in part)
Group
2009
£000

2010
£000

2009
£000

24,450

23,209

17,987

21,826

6
6

(117)
1,995

(1,062)
1,037

(107)
2,052

(1,038)
1,065

11
11

7,494
1,031

7,018
—

6,931
1,031

6,697
—

17

464

—

464

—

Note
Operating activities
Profit before tax
Adjustments for:
Interest receivable
Interest payable
Depreciation of property, plant and
equipment
Impairment of plant and machinery
Impairment of assets classified as
held for sale

Company

2010
£000

Unnumbered Note: Accounting Policies (in part)

NOTES TO THE ACCOUNTS (in part)

Impairment of Non-Financial Assets

Note 2. Profit Before Tax (in part)

Assets that have an indefinite useful life are not subject to
amortisation and are tested annually for impairment. Assets
that are subject to amortisation are reviewed for impairment
whenever events or changes in circumstances indicate that
the carrying amount may not be recoverable.
An impairment charge is recognised for the amount by
which the asset’s carrying amount exceeds its recoverable
amount. The recoverable amount is the higher of an asset’s
fair value less costs to sell and value in use.
For the purposes of assessing impairment, assets are
grouped at the lowest levels for which there are separately
identifiable cash flows (cash-generating units). Non-financial
assets other than goodwill that suffered an impairment are
reviewed for possible reversal of the impairment at each reporting date.
Non-Current Assets Classified as Held for Sale
Non-current assets are classified as held for sale when their
carrying amount is to be recovered principally through a sale
transaction and a sale is considered highly probable. They are
stated at the lower of carrying amount and fair value less costs
to sell if their carrying amount is to be recovered principally
through a sale transaction rather than through continuing use.

The following items have been included in arriving at profit
before tax:

Depreciation of property, plant and
equipment
Profit on disposal of property, plant
and equipment
Impairment of assets classified as
held for sale
Fair value movements of financial
instruments
Foreign exchange losses recognised
Research and development costs
Impairment of inventories
Amortisation of intangible assets
Impairment of intangible assets
Cost of inventories recognised in
cost of sales
Government grants released
Operating lease rentals
payable—property
Operating lease rentals
payable—motor vehicles
Trade receivable (impairment
reversal)/impairment
Share-based payment costs

2010
£000

2009
£000

7,494

7,018

(35)

(13)

464

—

(6)
237
437
34
391
—

82
146
262
701
340
284

98,153
(68)

84,962
(28)

307

197

18

—

(91)
763

333
341

Included within Administration expenses is the auditor’s remuneration, including expenses for audit and non-audit services.
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Note 5. Exceptional Items (in part)

Impairment of assets classified as
held for sale
Redundancy cost for Group
reorganisation
Redundancy provision/(release) of
provision for production site
closure
Environmental provision for site
closure
Impairment of plant related to
production site closure

2010
£000

2009
£000

464

—

84

—

1,820

(130)

66

—

998
3,432

—
(130)

An impairment charge of £464,000 has been recognised in the
year for the write down of the Atherton production site which
is held as an asset available for sale. The site has continued
to be marketed for sale in the year to 30 January 2010 and the
latest offers have indicated that the market value of the site
was less than the carrying value in the statement of financial
position. As a result of this difference the carrying value has
been written down to the market value.

Note 17. Assets Classified as Held for Sale

IFRS Overview and Comparison
to U.S. GAAP
3.290 This subsection addresses recognition of gains or

losses on derecognition of noncurrent assets accounted for
in accordance with IAS 16, IAS 38, and IAS 40,. The requirements of these standards with respect to recognition,
measurement, presentation, and disclosure on the statement
of financial position are discussed in section 2. The requirements of these standards with respect to depreciation, amortization, and impairment testing and recognition are discussed
elsewhere in this section.

Recognition and Measurement
IFRSs
3.291 IAS 16 and IAS 38 require an entity to derecognize an

item of PPE on disposal or when no future economic benefits
are expected to flow to the entity from use or disposal. IAS
40 also adds the condition that the property be permanently
withdrawn from use.
3.292 In all cases, an entity should recognize gains or losses

Opening land and buildings
Opening plant
Opening balance

Group
2010
2009
£000
£000
2,864
2,864
—
46
2,864
2,910

Company
2010
2009
£000
£000
2,864
2,864
—
—
2,864
2,864

Impairment of property during
the year
Disposal of plant in year
Closing land and buildings

(464)
—
2,400

(464)
—
2,400

—
(46)
2,864

GAINS AND LOSSES ON
DERECOGNITION OF NONCURRENT
ASSETS

—
—
2,864

The Atherton production site was closed during the year to
26 January 2008. The land and buildings were classified as
an asset held for sale. The carrying value of the asset has
been reduced to the current market value following a number
of offers made to the Group during the year to 30 January
2010 and on the basis of a formal independent valuation.
Despite the downturn in the property market, management
are confident based on indicators from interested parties that
they will be able to dispose of the property for proceeds in
excess of the carrying value within 12 months of the year
end.
There are no other assets or liabilities associated with the
non-current assets held for sale other than a government
grant of £59,000 held in respect of the Atherton site (see
note 22).

in profit or loss as the difference between the net proceeds
from disposal, if any, and the carrying value of the asset in the
period in which the retirement or disposal occurs, unless the
asset is the subject of a sale and leaseback transaction under
IAS 17.
3.293 In accordance with IAS 17, an entity should recognize

profit or loss immediately when the sale and leaseback results
in an operating lease and
• it is clear that the transaction occurred at fair value or
• the transaction occurred at less than fair value and the
loss is not compensated by future lease payments at
below market price.
Otherwise, an entity defers and amortizes any gain or loss
over the period in which the entity expects to use the asset.
3.294 Both IAS 16 and IAS 38 prohibit an entity from rec-

ognizing gains on disposal or retirement as revenue.
3.295 When an asset is held at revalued amount, an en-

tity transfers any remaining revaluation surplus account to
retained earnings when the asset is derecognized. For the
purpose of transferring the revaluation surplus to retained
earnings, an entity may transfer either part of the revaluation
surplus as the asset is depreciated or the entire revaluation
surplus when it disposes of or retires the asset.
U.S. GAAP
3.296 FASB ASC 360-10-40 provides very little guidance

on derecognition of long-lived assets on disposal or retirement. General guidance states that an entity should derecognize long-lived assets when it no longer has rights to the
asset. An entity should recognize a gain or loss on the date
of the sale.
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3.297 However, FASB ASC 360-10-40 contains more guid-

U.S. GAAP

ance and conditions than IFRSs that must be met before
an entity recognizes gains or losses on sale and leaseback
transactions.

3.301 Like IFRSs, FASB ASC 360-10-50 does not re-

quire particular disclosures about these transactions, unless
material.

Presentation
IFRSs
3.298 IAS 1 does not require separate presentation of gains

and losses from disposals of noncurrent assets on the income
statement.
U.S. GAAP
3.299 Like IFRSs, FASB ASC 360-10-45-5 does not require

separate presentation of these transactions.

Presentation and Disclosure
Excerpts—Continuing Application
Profit on Sale of Property, Plant,
and Equipment
3.302

Harmony Gold Mining Co Ltd (Jun 2009)

Disclosure

Author’s Note

IFRSs

Although its fiscal year-end is June 30, Harmony Gold
Mining’s financial statements reflect the requirements
of IAS 1 revised because it had early adopted the revised standard in 2008.

3.300 Unless a gain or loss on derecognition is material,

IFRSs do not require an entity to disclose this information.

CONSOLIDATED INCOME STATEMENTS
(in part)
For the years ended June 30
US Dollar
Figures in Million
Continuing Operations
Gross profit
Corporate, administration and other expenditure
Exploration expenditure
Profit on sale of property, plant and equipment
Other expenses—net
Operating profit

Note

2009

6
7
8

173
(40)
(32)
116
(3)
214

2008 (∗)

2007 (∗)

163
(33)
(32)
18
(13)
103

118
(31)
(30)
25
—
82

NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (in part)
For the years ended June 30

Note 6. Profit on Sale of Property, Plant and
Equipment

Figures in Million
Profit on sale of property,
plant and equipment

2009
116

US Dollar
2008
18

2007
25

Included in the total for 2009 is US$111.9 million profit on
sale of 50% of Harmony’s gold and copper assets in Morobe
province, Papua New Guinea (“PNG”), to Newcrest Mining
Limited (“Newcrest”) in terms of the Master Purchase and
Farm-in agreement. The sale was concluded in three stages.
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On July 31, 2008, stage 1, being the sale of an initial 30.1%
participating interest in the assets, was concluded at a profit
of US$57.9 million. The remaining 19.99% interest was sold
in two further stages, resulting in a profit of US$44.6 million for
the 10% interest of stage 2 and a profit of US$9.9 million for
the 9.99% interest of stage 3. These stages were completed
on February 27, 2009 and June 30, 2009 respectively. Refer
to note 23.
The amount in 2008 includes the sale of tenements by
Mount Magnet to BHP Nickel for a profit of US$10.8 million.
The Randfontein 4 Shaft was sold to Ezulwini Mining Company (Proprietary) Limited on December 29, 2006, resulting
in a profit of US$9.8 million.
The Deelkraal surface assets were disposed of at a profit
of US$13.7 million to Ogoerion Construction CC on April 5,
2007.

Note 15. Disposal Groups Classified as Held-for-Sale
and Discontinued Operations (in part)
On December 6, 2007, the sale relating to the South Kal operation (operation in Australia) was concluded at a loss, net
of tax, of US$7.6 million and the assets were derecognized.

Figures in Million
Income Statement
Analysis of the results of discontinued operations, and the results recognized
on the re-measurement of assets for disposal by the Group
Revenue
Expenses—net
Profit on sale of shares
Loss on sale of property, plant and equipment
Profit from discontinued operations before tax
Taxation
Profit for the year from discontinued operations

On February 27, 2008, the sale relating to the Orkney operations (operations in the Northwest province) was concluded
at a profit of US$8.9 million and the assets were derecognized.
The sale of assets to Rand Uranium (Proprietary) Limited
(“Rand Uranium”) had two tranches, the first being the sale
of the Randfontein Cooke assets. The second tranche relates
to the sale of the Old Randfontein assets, which is situated
near the Cooke operations and contains gold and uranium.
Both Share-based Payment tranches were subject to conditions, including the approval of the Ministerial Consent of the
cession of the Mining Right (Section 11). In exchange for 60%
of the issued share capital of Rand Uranium, PRF agreed to
pay Harmony a purchase consideration of US$209 million.
The conditions precedent for the sale of Randfontein’s
Cooke assets to Rand Uranium were fulfilled and the transaction became effective on November 21, 2008. US$40 million
of the consideration was received on the effective date with
the balance and the interest on the outstanding amount, together amounting to US$172 million, being received on April
20, 2009. The conditions for the second sale were fulfilled on
April 22, 2009.
The total profit for the transaction is US$171 million before
tax.
The results and cash flows relating to these operations are
disclosed in the tables below:

2009

69
(51)
171
—
189
(71)
118

US Dollar
2008

253
(199)
9
(13)
50
(2)
48

2007

287
(271)
—
—
16
2
18
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Gain on Sale of Investment Properties
(Real Estate Assets)
3.303

Elbit Imaging Ltd. (Dec 2009)
CONSOLIDATED STATEMENTS OF INCOME
(in part)
December 31
2009

2009
Convenience
Translation
(Note 2D)
US$’000

(26A)
(26B)
(26C)

85,466
396,736
—
61,683

524,163
384,220
—
38,076

2,917,616
395,227
62,621
49,648

22,640
105,096
—
16,340

(26D)

31,106
118,386
693,377

49,122
102,736
1,098,317

5,310
68,139
3,498,561

8,240
31,360
183,676

NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (in part)
Note 2. Significant Accounting Policies (in part)
AB Revenue Recognition (in part)
(iii) Revenues on sales of real estate assets and trading properties are recognized when all the following conditions
are satisfied:
a. the Group has transferred to the buyer the significant
risks and rewards of ownership of the asset sold;
b. the Group retains neither continuing managerial involvement to the degree usually associated with ownership nor effective control over the asset sold;
c. the amount of revenue can be measured reliably;
d. it is probable that the economic benefits associated
with the transaction will flow to the Group (including
the fact that the buyer’s initial and continuing investment is adequate to demonstrate commitment to pay);
e. the costs incurred or to be incurred in respect of the
transaction can be measured reliably; and
f. there are no significant acts that the Group is obliged
to complete according to the sale agreement.
For the Group, these conditions are usually fulfilled upon the
closing of a binding sale contract.
(2) Critical Judgment in Applying Accounting Policies
(in part)
d. Revenue Recognition From Sale of Trading Property
Revenues from sale of real estate assets are recognized when
all the criteria mentioned in note 2 AB are met. Determination
whether these criteria have been met for each sale transaction, requires a significant judgment by the Group management. Significant judgment is made in determining whether,

IFRS ATT 3.303

2007

(In Thousand NIS)
(Except for Per-Share Data)

Note
Revenues and Gains
Commercial centers operation
Hotels operations and management
Gains from sale of real estate assets
Sale of medical systems
Gains from change of shareholding in
subsidiaries
Sale of fashion merchandise

2008

as of the balance sheet date, the Group has transferred to the
buyer the significant risks and rewards associated with the
real estate assets sold. Such determination is based on an
analysis of the terms included in the sale agreement executed
with the buyer as well as an analysis of other commercial understandings with the buyer in respect of the real estate sold.
Generally, the sale agreement with the buyer is signed during
the construction period and the consummation of the transaction is subject to certain conditions precedent which have
to be fulfilled prior to delivery. Revenues are, therefore, recognized when all the significant conditions precedent included in
the agreement have been fulfilled by the Group and/or waived
by the buyer prior to the balance sheet date.
The delivery of the commercial center to the buyer is generally executed close to the end of construction and to the
opening of the commercial center to the public. As a result,
the Group has to use estimates in order to determine the
costs and expenses required to complete the construction
works which, as of the delivery date, has not been completed
and/or paid in full.
For sales transactions with some degree of continuing involvement assuming all the above criteria are met (for example, in a form of a guarantee to the buyer), revenue recognized
at the date of sale is reduced by the estimated exposure to loss
measured at fair value related to the continuing involvement.
In circumstances where the terms of the transaction provide for the Group to receive additional consideration which
is contingent upon fulfillment of certain conditions without risk
of loss, and the transaction otherwise qualifies for profit recognition, the contingent future profits are recognized when the
contingency is resolved.
In cases in which revenues from sale of real estate assets
are recognized, the Group includes in the financial statements
provisions for expenses for further work to be provided on real
estate assets.
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Note 26. Additional Details Concerning Income
Statement
2009
A. Revenues From Commercial Centers
Sales of trading property(i)
Rental income and management fees
Others

Year Ended December 31
2008
(In Thousand NIS)

2007

—
43,240
42,226
85,466

439,339
31,251
53,573
524,163

2,819,820
43,978
53,818
2,917,616

242,466
134,254
20,016
396,736

244,162
123,855
16,203
384,220

261,397
116,978
16,852
395,227

—
—
—

—

17,800
44,821
62,621

(i)

See note 8E.
B. Revenues from Hotel Operations and Management
Rooms
Food, beverage and other services
Rental of commercial space
C. Gains From Sale of Real Estate Assets
Sales of investment property(i)
Sales of hotels(ii)
(i)
(ii)

—

Mainly in respect of the sale of PC’s Duna Plaza offices, Hungary in May 2007.
Mainly in respect of the sale of the Group’s 50% holding in the Ballet Institute building, Hungary in June 2007.

Gains and Losses on Sales of Property,
Plant and Equipment, Intangible Assets
and Investments in Businesses
3.304

Sasol Ltd. (Jun 2009)
Author’s Note
Although its fiscal year-end is June 30, Sasol’s financial
statements reflect the requirements of IAS 1 revised
because it had early adopted the revised standard in
2008.
Income Statement (in part)
For the Year Ended 30 June
Note

Turnover
Cost of sales and services rendered
Gross profit
Other operating income
Marketing and distribution expenditure
Administrative expenditure
Other operating expenditure
Other expenses
Translation (losses)/gains
Operating profit

31
32
33

34
35

2009
Unaudited
US$ m∗
18,329
(11,770)
6,559
136
(1,008)
(1,203)
(1,203)
(1,181)
(22)
3,281

2009

2008

2007

Rm
137,836
(88,508)
49,328
1,021
(7,583)
(9,050)
(9,050)
(8,884)
(166)
24,666

Rm
129,943
(74,634)
55,309
635
(6,931)
(6,697)
(8,500)
(8,800)
300
33,816

Rm
98,127
(59,997)
38,130
639
(5,818)
(6,094)
(1,236)
(1,004)
(232)
25,621
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NOTES TO THE FINANCIAL STATEMENTS (in part)
Note 42. Remeasurement Items Affecting Operating
Profit
Note
Impairment of
Property, plant and equipment
Assets under construction
Goodwill
Other intangible assets
Investments in securities
Long-term receivables
(Loss)/profit on disposal of
Property, plant and equipment
Other intangible assets
Investments in businesses
Loss on repurchase of participation rights in GTL project
Reversal of fair value write-down of disposal group held
for sale
Reversal of impairment
Scrapping of property, plant and equipment
Scrapping of assets under construction
Write off of unsuccessful exploration wells
Realisation of foreign currency translation reserve
Tax effect thereon
Non-controlling interest effect thereon
Business Segmentation
South African energy cluster
Mining
Gas
Synfuels
Oil
International energy cluster
Synfuels International
Petroleum International
Chemical cluster
Polymers
Solvents
Olefins & Surfactants
Other
Other businesses
Total operations

IFRS ATT 3.304

3
4
5
6
7

56

3

34

2009
Rm
(458)
(294)
(19)
—
(137)
(8)
—
(761)
11
(2)
(770)
—

2008
Rm
(821)
(447)
(371)
—
(3)
—
—
440
79
12
349
(34)

2007
Rm
(208)
(19)
—
(4)
(167)
(9)
(9)
749
63
(10)
696
—

—
—
(133)
(101)
(16)
—
(1,469)

—
381
(96)
(11)
—
(557)
(698)

803
—
(204)
—
—
—
1,140

(35)
—
(1,504)

229
(4)
(473)

93
—
1,233

(141)
(3)
(4)
(137)
3
(794)
(777)
(17)
(510)
1
(158)
(106)
(247)
(24)
(1,469)

(116)
(7)
(104)
(25)
20
(369)
(396)
27
(294)
12
(104)
27
(229)
81
(698)

291
(13)
370
(64)
(2)
—
—
—
538
(9)
(146)
707
(14)
311
1,140
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Earnings Effect of Remeasurement Items
Impairment of
Property, plant and equipment
Assets under construction
Other intangible assets
Investments in securities
(Loss)/profit on disposal of
Property, plant and equipment
Other intangible assets
Investments in businesses
Scrapping of property, plant and equipment
Scrapping of assets under construction
Write off of unsuccessful exploration wells

Business Unit
Impairments
Chemical cluster
Sasol Italy Inorganics business
Emission rights
Acid Recovery plant
Phalaborwa operations
Secunda Granulation plant
Other businesses
Emission rights
Other

Gross 2009
Rm

Tax 2009
Rm

Non-Controlling
Interest 2009
Rm

Net 2009
Rm

(458)
(294)
(19)
(137)
(8)
(761)
11
(2)
(770)
(133)
(101)
(16)
(1,469)

97
81
—
16
—
(158)
(3)
—
(155)
26
—
—
(35)

—
—
—
—
—
—
—
—
—
—
—
—
—

(361)
(213)
(19)
(121)
(8)
(919)
8
(2)
(925)
(107)
(101)
(16)
(1,504)

Property, Plant and
Equipment 2009
Rm

Assets Under
Construction 2009
Rm

Other Intangible
Assets 2009
Rm

Total 2009
Rm

250
13
—
63
174
—

13
—
—
—
—
13

109
—
83
—
26
—

372
13
83
63
200
13

—
44
294

—
6
19

23
5
137

23
55
450

Olefins & Surfactants
Olefins & Surfactants
Solvents
Nitro
Nitro
Financing

Impairment of Property, Plant and Equipment and
Assets Under Construction
The group’s non-financial assets, other than inventories and
deferred tax assets, are reviewed for impairment at each reporting date or whenever events or changes in circumstances
indicate that the carrying value may not be recoverable. Recoverable amounts are estimated for individual assets or,
where an individual asset cannot generate cash inflows independently, the recoverable amount is determined for the
larger cash generating unit to which it belongs.
Impairment of the Phalaborwa Plant
In June 2009, management considered the possible closure
of its Phalaborwa operations due to adverse market conditions. The plant, which manufactures phosphoric acid from
mainly phosphate rock and sulphur, has had varying financial
success during its history in the Sasol portfolio. The plant’s
profitability is mainly determined by a combination of the feedstock prices of phosphate rock and sulphur, phosphoric acid
sale volumes and international phosphoric acid prices. Despite having explored a number of different options, to avoid
the closure of the plant, current feedstock prices are at a level
that has rendered the plant’s ongoing operation unsustainable, particularly in a declining phosphoric acid market. On
the back of this continued decline of global and local phosphoric acid prices, as well as increased feedstock prices, Sasol
Nitro is projecting significant losses for 2010 from its Phalaborwa operations. As a result, an impairment of R93 million

was recognised in respect of the Phalaborwa plant. Further,
provisions for restructuring costs of R52 million and rehabilitation of R24 million have also been recognised.
The above impairments were the main contributors to the
impairment of property, plant and equipment and assets under
construction during the year. Other smaller impairments are
in respect of assets which are subject to reduced utilisation
or reduction in market prices (emission rights).
Value-in-Use Calculations
The recoverable amount of the assets reviewed for impairment is determined based on value-in-use calculations. Key
assumptions relating to this valuation include the discount rate
and cash flows used to determine the value in use. Future
cash flows are estimated based on financial budgets approved
by management covering a three, five and ten year period and
are extrapolated over the useful life of the assets to reflect
the long-term plans for the group using the estimated growth
rate for the specific business or project. The estimated future
cash flows and discount rates used are post-tax based on
an assessment of the current risks applicable to the specific
entity and country in which it operates. Discounting post-tax
cash flows at a post-tax discount rate yields the same result as discounting pre-tax cash flows at a pre-tax discount
rate.
Management determines the expected performance of the
assets based on past performance and its expectations of
market development. The weighted average growth rates
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used are consistent with the increase in the geographic segment long-term Producer Price Index. Estimations are based
on a number of key assumptions such as volume, price,
product mix which will create a basis for future growth and
gross margin. These assumptions are set in relation to historic figures and external reports on market growth. If necessary, these cash flows are then adjusted to take into account any changes in assumptions or operating conditions
that have been identified subsequent to the preparation of the
budgets.
The weighted average cost of capital rate (WACC) is derived from a pricing model based on credit risk and the cost
of the debt. The variables used in the model are established
on the basis of management judgement and current market
conditions. Management judgement is also applied in estimating the future cash flows of the cash generating units.
These values are sensitive to the cash flows projected for
the periods for which detailed forecasts are not available
and to the assumptions regarding the long-term sustainability of the cash flows thereafter. The WACC rate increased
during the current financial year, as a result of increased
cost of borrowing caused by financial market liquidity constraints and increased risk aversion to equities and emerging
markets.
Main Assumptions Used for Value-in-Use Calculations

Growth rate—long-term
Producer Price Index
(PPI)
Discount rate—Weighted
Average Cost of Capital
(WACC)
Growth rate—long-term
Producer Price Index
(PPI)
Discount rate—Weighted
Average Cost of Capital
(WACC)

South
Africa
%

North
America
%

Europe
%

2009

4.80

1.50

1.50

2009

13.25

7.75

7.75

2008

4.80

1.20

1.20

2008

11.75

7.25

7.25

Sensitivity to Changes in Assumptions

CHANGE IN FAIR VALUE OF
NONFINANCIAL ASSETS
IFRS Overview and Comparison
to U.S. GAAP
3.305 When permitted or required by IFRSs, an entity may

measure a nonfinancial asset at fair value subsequent to initial
recognition. When an entity applies this accounting policy,
by electing to apply a fair value model or revaluation model,
as appropriate, the subsequent measurement of these assets
affects its statement of comprehensive income. The following
standards permit or require these models and are addressed
in this subsection:
• IAS 16—revaluation model
• IAS 38—revaluation model
• IAS 40—fair value model
• IAS 41, Agriculture—fair value model
Author’s Note
Recognition, measurement, presentation, and disclosure requirements for the assets within the scope of
these standards are discussed in section 2. This subsection only addresses the effects on the statement of
comprehensive income.

Recognition and Measurement
IFRSs
3.306 IAS 16 permits an entity to remeasure the carrying

value of items of PPE to revalued amount, which is fair value
on the date of revaluation. An entity should revalue all assets
in the relevant class of PPE with sufficient regularity such that
the carrying value of the class is not materially different from
fair value at the balance sheet date. An entity should recognize an increase in carrying value from revaluation in other
comprehensive income (revaluation surplus), except that the
entity should recognize the increase to profit and loss to the
extent that the increase reverses accumulated prior decreases.
Similarly, an entity should recognize a decrease in carrying
value in profit or loss, except that the entity should recognize
the decrease in other comprehensive income to the extent it
reverses an existing revaluation surplus.

Management has considered the sensitivity of the values in
use determined above to various key assumptions such as
crude oil prices, commodity prices and exchange rates. These
sensitivities have been taken into consideration in determining
the required impairments and reversals of impairments.

3.307 IAS 38 permits an entity to select the revaluation

Disposal of Sasol’s Interest in the EGTL Plant

3.308 IAS 40 permits an entity to remeasure the carrying

During 2008, Sasol decided in principle that it would not continue with its 37.5% participation in the EGTL project. Following negotiations with Chevron Nigeria Limited, Sasol reduced
its economic interest from 37.5% to 10% for which a consideration of R3 486 million (US$360 million) was received. The
loss on the disposal of business recognised as at 30 June
2009 amounted to R771 million.

3.309 IAS 41 requires an entity to recognize biological as-

IFRS ATT 3.305

model only if the class of intangible assets has an active market. The effect of a change in carrying value revaluation on
the statement of comprehensive income is the same as IAS
16.
value of all investment properties to fair value at the reporting
date. When the fair value model is selected, an entity should
recognize the change in fair value in profit or loss.
sets initially and in subsequent reporting periods and agricultural produce initially and at the point of harvest at FVLCS
and recognize the change in fair value in profit or loss. An entity should recognize any gains or losses on initial recognition
at FVLCS and on remeasurement in profit or loss.
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U.S. GAAP

Disclosure

3.310 Unlike IFRSs, the FASB ASC does not permit an

IFRSs

entity to remeasure nonfinancial assets to fair value, revalued amount, or FVLCS, subsequent to initial recognition,
except in rare circumstances. For example, when an entity
recognizes an impairment loss, it remeasures the asset to fair
value.

3.313 IAS 16 and IAS 38 require an entity to disclose reval-

uation increases or decreases as a separate line in the reconciliation of the gross carrying amount of the relevant asset
class.

Presentation

3.314 IAS 40 requires an entity to disclose the net gains or

IFRSs

3.315 IAS 41 requires an entity to disclose any gains or

3.311 Changes in fair value, revalued amount, or FVLCS

losses from changes in FVLCS.
U.S. GAAP

are, by nature, different from other income and expense items.
In contrast to the alternative to present expenses by nature or
function in profit or loss, IAS 1 requires an entity to present
information of other comprehensive income by nature. When
an entity presents information recognized in profit or loss by
function, it should disclose an analysis of expenses by nature
in a note disclosure.

losses from fair value adjustments of investment properties.

3.316 Because the FASB ASC does not permit nonfinancial

assets to be remeasured to fair value, revalued amount, or
FVLCS, there is no guidance to reference here. Refer to the
specific guidance in related to the aforementioned exceptions.

U.S. GAAP
3.312 Because the FASB ASC does not permit nonfinan-

cial assets to be remeasured to fair value, revalued amount,
or FVLCS, there is no guidance to reference here. Refer to
the specific guidance in U.S. GAAP related to the aforementioned exceptions.

Presentation and Disclosure
Excerpts—Continuing Application
Author’s Note
None of the survey companies selected for this edition elected the revaluation model for intangible assets. Therefore, no disclosure excerpts were available
for inclusion.

Changes in Revalued Amount Recognized
in Profit and Loss and Other Comprehensive
Income—Property, Plant and Equipment,
Error Correction
3.317

TAM S.A. (Dec 2009)
CONSOLIDATED INCOME STATEMENTS (in part)
Years Ended December 31
In thousands of reais, unless otherwise indicated

Revenue
Operating expenses
Operating profit before movements in fair value of fuel derivatives and
revaluation of aircraft
Movements in fair value of fuel derivatives
Gains/(losses) on revaluation of aircraft recognized in the income statement
Operating (loss)/profit

Note
24
25

13, 4

2009
9,765,506
(9,595,826)

2008
(Restated)
10,513,044
(9,954,107)

2007
(Restated)
8,018,819
(7,698,478)

169,680
316,852
(1,207,608)
(721,076)

558,937
(1,273,461)
242,370
(472,154)

320,341
130,410
(224,701)
226,050
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CONSOLIDATED STATEMENTS OF
COMPREHENSIVE INCOME (LOSS) (in part)
Years Ended December 31
In thousands of reais, unless otherwise indicated

Note
22

Revaluation of property, plant and equipment, net of tax
Currency translation gains/(losses), no tax effect
Net income/(expense) recognized directly in equity, net of tax

NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (in part)

2009
(1,017,255)
(20,104)
(1,037,359)

The significant accounting policies applied in the preparation
of these consolidated financial statements are set out below.
These policies have been consistently applied to all years
presented.
2.11 Property, Plant and Equipment Including Aircraft
Pre-Delivery Payments
(a) Property, Plant and Equipment
Property, plant and equipment (PPE) is stated at either cost
less depreciation or revalued amounts. Depending on the type
of asset, and when it was acquired, cost either refers to historical purchase cost; deemed cost based on a revaluation
performed under previous GAAP (which was BR GAAP); or
historical purchase cost adjusted for the effects of hyperinflation during the years when Brazil’s economy was considered
to be hyperinflationary. Brazil was considered to be hyperinflationary for IFRS purposes until 1997.
Revaluations are performed periodically for flight equipment
based on independent appraisers’ reports. Increases in the
carrying amount arising on revaluation of flight equipment
are recognized in the Statement of Comprehensive Income
(Loss), except where the increase reverses a decrease of
the same asset previously recognized in the income statement. Decreases that offset previous increases of the same
asset are recognized in the Statement of Comprehensive Income (Loss); all other decreases are recognized in the income
statement.
Each year the difference between depreciation charged to
income statement based on the revalued amount and depreciation based on the assets’ original cost is transferred
from the revaluation reserve to retained earnings (accumulated deficit).
Land is not depreciated. Depreciation on other assets is calculated using the straight-line method to allocate their cost or

IFRS ATT 3.317

2007
(Restated)
(17,370)
(3,537)
(20,907)

revalued amounts to their residual values over their estimated
useful lives, as follows:

In thousands of reais, unless otherwise indicated

Note 2. Summary of Significant Accounting Policies
(in part)

2008
(Restated)
885,921
13,152
899,073

Years
Flight equipment—Aircraft(∗)
Flight equipment—Engines
Overhaul
Buildings
Machinery and equipment
Computers
(∗)

25–30
10
4–6
25
10
5

Certain aircraft held under finance leases are being depreciated
over the period of the respective lease contracts which vary between 6 and 8 years.

Major overhaul expenditure, including replacement spares
and labor costs, is capitalized and amortized over the average expected life between major overhauls (the “built-in
overhaul method”). All other replacement spares and other
costs relating to maintenance of flight equipment assets, including all amounts payable under “power by the hour” maintenance contracts, are charged to the income statement on consumption or as incurred respectively, as described below in
Note 2.23.
Borrowing costs, including interest and applicable foreign
exchange differences, associated with the acquisition of qualifying assets such as aircraft are capitalized as part of the cost
of the asset to which they relate.

Note 4. Change in the Presentation of the Statement
of Financial Position and Adjustments to the Prior
Period Financial Statements (in part)
4.2 Adjustments to the Prior Period Financial Statements
(in part)
During the process of preparing the financial statements for
the year ended December 31, 2009 certain errors were identified in the previously issued financial statements for the years
ended December 31, 2008. The adjustment to prior periods
did not affect the opening statement of financial positions as
of January 1, 2007.
The errors were related to:
Property, plant and equipment—The criteria used to determine the revalued amount of 2 aircrafts added during
2007 and the period of depreciation of such aircrafts as
well as an error in the carrying amount derecognized and
profit/loss on disposal for certain aircrafts that were disposed of during 2007. The effect of the adjustment resulted
in 2007 in an increase of property, plant and equipment of
R$ 23,725, a decrease in operating expenses of R$ 92,033
and a decrease in other comprehensive income (revaluation
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for the year) of R$ 68,308 and the corresponding deferred tax
effects in the statement of income of R$ 8,065 and in other
comprehensive income of R$ 23,225. The effect of the adjustment resulted in 2008 in a decrease of property, plant and
equipment of R$ 88,943, a increase in operating expenses of
R$ 33,043 and a decrease in comprehensive income (revaluation for the year) of R$ 79,625 and the corresponding tax
effects in the statement of income of R$ 11,235 and in other
comprehensive income of R$ 27,073.
Transfer between revaluation reserve to retained
earnings—Having released in 2007 and 2008 the deferred
tax liability on revalued amounts corresponding to the depreciation for the year through other comprehensive income
and not through net income. The effect of the adjustment
resulted in recognizing a gain under income tax and social
contribution in the income statement of R$ 12,467 in 2007
and R$ 12,136 in 2008.
The effect of the adjustments as of and for the years ended
December 31, 2008 and 2007 is presented below:
December 31, 2008
Correction of
As Reclassified
Prior Period
as per Note 4.1
Error
Effects on Statement of Financial
Position
Prepaid aircraft maintenance
Property, plant and equipment
Deferred income tax and social
contribution asset
Total
Revaluation reserve
Retained earnings (Accumulated
deficit)
Total

As Restated

As Restated

432,839
9,752,395

(49,246)
(88,943)

383,593
9,663,452

n/a
5,757,351

n/a
23,725

n/a
5,781,076

259,984
10,445,218

46,985
(91,204)

306,969
10,354,014

12,835
5,770,186

(8,065)
15,660

4,770
5,785,846

1,244,465

(97,636)

1,146,829

329,548

(45,083)

284,465

(597,957)
646,508

6,432
(91,204)

(591,525)
555,304

—
329,548

60,743
15,660

60,743
345,208

Year Ended December 31, 2008
Correction of
As Originally
Prior Period
Presented
Error
As Restated
Effects on Income Statement
Operating expenses
Gains/(losses) on revaluation of
aircraft recognized in the income
statement
Profit/(Loss) before income tax and
social contribution
Income tax and social contribution
Profit/(Loss) for the year (all
continuing operations)
Earnings per share—Basic
Earnings per share—Diluted
Effects on Statement of
Comprehensive Income (Loss)
Revaluation of property, plant and
equipment, net of tax
Profit/(Loss) for the year
Total comprehensive income (loss)

January 01, 2008
Correction of
As Reclassified
Prior Period
as per Note 4.1
Error

(9,885,065)

(69,042)

(9,954,107)

255,617

(13,247)

242,370

(1,985,724)
594,129

(82,289)
40,114

(1,391,595)
(9.26)
(9.26)

938,474
(1,391,595)
(439,969)

Year Ended December 31, 2007
Correction of
As Originally
Prior Period
Presented
Error
As Restated
(7,790,511)

92,033

(7,698,478)

(2,068,013)
634,243

385,687
(127,118)

92,033
(18,823)

477,720
(145,941)

(42,175)
(0.28)
(0.28)

(1,433,770)
(9.54)
(9.54)

258,569
1.72
1.70

73,210
0.48
0.49

331,779
2.20
2.19

(52,553)
(42,175)
(94,728)

885,921
(1,433,770)
(534,697)

27,713
258,569
282,745

(45,083)
73,210
28,127

(17,370)
331,779
310,872
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Note 13. Property, Plant and Equipment Including
Aircraft Pre-Delivery Payments—Restated (in part)

Cost
Accumulated depreciation
Net book amount
January 01, 2009
Additions (v)
Reclassification
Transfer of pre-delivery
payments (v)
Disposals/write-offs
Capitalized interest
Revaluation through equity
(note 22 )
Revaluation through
income statement
Depreciation
Net book amount
December 31, 2009
Cost
Accumulated depreciation
Net book amount
December 31, 2009

Flight
Equipment (i)
4,780,983
(1,256,446)

Land and
Buildings
219,930
(12,463)

Computer
Equipment
98,158
(42,636)

Machinery
and
Equipment
64,303
(31,254)

Other (iv)
83,917
(50,371)

8,767,143
462,964
30,025

228,152
2,488

58,682
10,219

63,997
25,953

83,048
39,149

(9,086)

(5,164)

(453)

(883)

(365)

Construction
in Progress (ii)
43,406

Pre-Delivery
Payment (iii)
383,165

36,206
5,973
(30,025)

426,224
172,185

9,663,452
718,931

(138,287)

(138,287)
(15,951)
30,557

30,557
(1,540,884)

Total
5,673,862
(1,393,170)

(1,540,884)

(1,207,608)
(546,622)

(5,506)

(20,702)

(11,346)

(15,538)

(1,207,608)
(599,714)

5,955,932
8,357,484
(2,401,552)

219,970
259,859
(39,889)

47,746
149,827
(102,081)

77,721
135,559
(57,838)

106,294
190,268
(83,974)

12,154
12,154

490,679
490,679

6,910,496
9,595,830
(2,685,334)

5,955,932

219,970

47,746

77,721

106,294

12,154

490,679

6,910,496

Revaluation Reserve
The revaluation reserve represents the amount by which the
carrying value (revalued amount) of certain property, plant
and equipment (flight equipment) exceeds its historical cost.
See Note 13.
Revaluation Reserve,
Gross of Tax
493,992

Deferred Tax
(167,957)

Revaluation Reserve,
Net of Tax
326,035

Revaluation—through equity
Depreciation recognized in the statement of income
At December 31, 2007

(26,318)
(36,667)
431,007

8,948
12,467
(146,542)

(17,370)
(24,200)
284,465

Revaluation—through equity
Depreciation recognized in the statement of income
At December 31, 2008

1,342,304
(35,692)
1,737,619

(456,383)
12,135
(590,790)

885,921
(23,557)
1,146,829

Revaluation—through equity
Depreciation recognized in the statement of income
At December 31, 2009

(1,540,884)
(19,803)
176,933

523,629
6,733
(60,428)

(1,017,255)
(13,070)
116,504

At January 01, 2007
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Change in Fair Value Recognized in Profit
and Loss—Investment Property
3.318

Homburg Invest Inc. (Dec 2009)
CONSOLIDATED INCOME STATEMENT (in part)
Year Ended December 31
(CAD $ Thousands Except Per Share Amounts)
Property revenue
Sale of properties developed for resale
Total revenues
Property operating expenses
Cost of sale of properties developed for resale
Gross income from operations
General and administrative
Stock based compensation
Other income, net
Dividend income
Gain (loss) on sale of assets
Goodwill impairment loss
Impairment on properties under development for resale
Net adjustment to fair value of:
Investment properties
Investment properties under development
Held for trading financial assets
Derivative financial instruments
Interest expense
Foreign exchange gain (loss)
Change in provisions
Loss before income taxes

NOTES TO IFRS CONSOLIDATED FINANCIAL
STATEMENTS (in part)
December 31, 2009 and 2008
(CAD $ thousands except per share amounts)

Note 1. Basis of Financial Statement Presentation
(in part)
Homburg Invest Inc. (the “Company”) is a Canadian resident corporation which trades on the Toronto Stock Exchange
(“TSX”) as well as the NYSE Euronext Amsterdam (“AEX”).
To comply with AEX reporting requirements, these consolidated financial statements have been prepared in accordance
with International Financial Reporting Standards (“IFRS”) as
issued by the International Accounting Standards Board on
a historical cost basis, except for investment properties, development properties, derivative financial instruments and
certain long term investments which are measured at fair
value as more fully described in Note 4. The Company is
also required to prepare consolidated financial statements
in accordance with Canadian generally accepted accounting principles (“GAAP”). The Company’s reporting currency is
Canadian dollars (“CAD”) and all values are rounded to the
nearest thousand except when otherwise indicated.

Note
26

2009
$322,782
110,274
433,056

2008
$310,466
186,350
496,816

26

99,909
157,657
257,566

88,414
143,131
231,545

175,490
(24,084)
(146)
1,695
1,539
(4,500)

265,271
(23,956)
(307)
1,849
2,992
443
(48,594)

10
8
9
9
6,20
20
11,14
12

(27,779)
(444,961)
(48,707)
(1,187)
(7,486)
(160,970)
24,201
(34,089)
(550,984)

(286,060)
(23,133)
(18,542)
(166,815)
(19,656)
(316,508)

Note 3. Changes in Accounting Policies and Future
Applicable Accounting Standards (in part)
The accounting policies adopted are consistent with those of
the previous financial year, except as follows:
IAS 40 Investment Property (Amended)
International Accounting Standard (“IAS”) 40 Investment
Property has been amended to include property that is being constructed or developed for future use as an investment
property. Consequently, investment properties under development are now carried at fair value to the extent that fair
value is reliably determinable. To the extent that fair value is
not reliably determinable, investment property under development is carried at cost until either the fair value becomes
reliably determinable or construction is completed, whichever
is earlier. The application of the amendment to IAS 40 has
been applied prospectively for the Company’s annual period
beginning on January 1, 2009, which resulted in the revaluation reserve of $33,547 being transferred to retained earnings
at that date.
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IAS 23 Borrowing Costs (Revised)
IAS 23 Borrowing Costs has been revised effective for the
Company’s annual period beginning on January 1, 2009. The
Standard has been revised to require capitalization of borrowing costs relating to a qualifying asset. A qualifying asset is
an asset that necessarily takes a substantial period of time to
get ready for its intended use or sale. However, the standard
is not required to be applied to a qualifying asset measured at
fair value. Due to the amendments to IAS 40 to include development properties being constructed or developed for future
use as investment property within the fair value model, they
are no longer required to be treated as qualifying assets. However, as permitted by the revised standard, the Company has
continued to follow its previous policy of capitalizing borrowing costs related to development properties, the revision had
no impact on the Company’s financial results of the current
period.

Note 4. Summary of Significant Accounting Policies
(in part)
Investment Properties
The Company applies IAS 40—Investment Property and has
chosen the fair value method of presenting its investment
properties in the financial statements. Fair value represents
the amount at which the properties could be exchanged between a knowledgeable and willing buyer and a knowledgeable and willing seller in an arm’s length transaction at the date
of valuation. The fair value of investment properties is based
on valuations by a combination of independent appraisers
and management estimates plus any capital additions since
the date of the most recent appraisal. Management regularly
undertakes a review of its investment property revaluation between appraisal dates to assess the continuing validity of the
underlying assumptions such as cashflow and capitalization
rates. These assumptions are tested against market information obtained from independent industry experts. Where
increases or decreases are warranted, the Company adjusts
the carrying values of its investment properties. Property interests held under operating leases are not treated as investment properties.
Investment Properties Under Development
The Company has adopted the amended IAS 40 Investment
Property, which now includes, within its scope, properties being constructed or developed for future use as an investment property. Prospectively from January 1, 2009, investment properties under development are carried at fair value,
to the extent that fair value is reliably determinable. To the
extent that fair value is not reliably determinable, the property
is carried at cost until either the fair value becomes reliably
determinable or construction is completed, whichever is earlier. Changes to the carrying value are recognized through the
consolidated income statement.
Prior to January 1, 2009, investment property under development was accounted for under IAS 16 Property, Plant and
Equipment until construction or development was complete.
Under IAS 16, the Company chose to carry the property using the revaluation model. Under this model, all development
properties were carried at fair value except to the extent that
fair value could not be measured reliably, in which case they
were carried at cost including pre-development expenditures.
Revaluations were made on a regular basis using methods
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consistent with those for investment properties. Any increase
on revaluation was recognized in equity as a revaluation surplus. However, the increase was recognized in earnings to
the extent that it was reversing a revaluation decrease of the
same property previously recognized in earnings. Any decrease on revaluation was recognized in earnings. However,
the decrease is recognized in equity to the extent that it was
reversing a revaluation increase of the same property previously recognized in equity. Upon disposal of a property, any
revaluation surplus remaining in equity was transferred to retained earnings without affecting earnings.
Properties Under Development for Resale
Properties being developed for resale are accounted for in
accordance with IAS 2 Inventories and are carried at the lower
of cost and net realizable value. Net realizable value is the
estimated selling price in the ordinary course of business less
selling costs and costs to complete development. To the extent
that there have been write downs to net realizable value, the
reversal of these write downs is recognized in the subsequent
period should net realizable value recover.
Capitalization of Costs
The Company capitalizes investment property acquisition
costs incurred at the time of purchase. For properties being
developed for future use as an investment property and construction properties being developed for resale, the Company
capitalizes all direct expenditures incurred in connection with
the acquisition, development and construction. These expenditures consist of all direct costs and borrowing costs on debt
directly attributable to a specific property, including borrowing
costs incurred on the debt prior to the full utilization of the
debt for the project. Borrowing costs are offset by any interest
earned by the Company on borrowed funds prior to utilization.
The development period commences when expenditures are
being incurred and activities necessary to prepare the asset for its intended use are in progress. Capitalization ceases
when the asset is ready for its intended use.
Estimates and Assumptions
In the process of applying the Company’s accounting policies,
management has made the following estimates and assumptions which have the most significant effect on the amounts
recognised in the consolidated financial statements:
i) Valuation of investment properties. Investment properties comprises real estate (land or buildings or both)
held by the Company in order to earn rentals or for
capital appreciation, or both, rather than for use in the
production or supply of goods or services or for administrative purposes or in the ordinary course of business. Investment properties are presented at fair value
at the reporting date. Any change in fair value is determined by using a combination of management’s internal valuations and valuations from independent real
estate valuation experts, each in accordance with recognised valuation techniques. The techniques used comprise both the capitalized net operating income method
and the discounted cash flow method and include estimating, among other things, capitalization rates and future net operating income and discount rates and future
cash flows applicable to investment properties, respectively. Management’s internal assessments of fair value
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are based upon internal financial information and are
corroborated by capitalization rates obtained from independent industry experts. Management’s internal valuations and independent appraisal values obtained are
both subject to significant judgment, estimates and assumptions about market conditions in effect at the reporting date.
ii) Valuation of investment properties under development.
Prospectively from January 1, 2009, investment properties being constructed or developed are carried at
fair value, to the extent that fair value is reliably determinable, with changes in fair value recognized in the
Consolidated income statement. To the extent that fair
value is not reliably determinable, the property is carried at cost until either the fair value becomes reliably
determinable or construction is completed, whichever is
earlier. Fair value is determined by using a combination of management’s internal valuations and valuations
from independent real estate valuation experts, each in
accordance with recognised valuation techniques. The
techniques used comprise both the capitalized net op-

erating income method and the discounted cash flow
method and include estimating, among other things,
capitalization rates and future net operating income and
discount rates and future cash flows applicable to investment properties, respectively. The fair value of land
to be developed for future use as an investment property is based on recent comparable market transactions,
plus costs incurred that enhance the land value. Prior
to January 1, 2009, the Company applied the revaluation model for its development properties (other than
those being developed for resale). Under the revaluation model, the development properties were valued at
fair value if and when such value could be reliably determined. If fair value could not be reliably determined, the
cost approach was followed. Under the cost approach
the value of a development property was estimated by
summing the land value and the value of capital expenditures, including capitalized interest. The Company also
assessed these properties for impairment.
iii) Valuation of properties under development for resale.
Properties under development for resale are carried at
the lower of cost and net realizable value. Net realizable
value is the estimated selling price in the ordinary course
of business less selling costs and costs to complete development. Estimated selling prices are supported by
recent comparable market transactions.

Note 9. Investment Properties

Balance, beginning of year
Acquisition through purchases
Capital expenditure
Capitalized interest
Deferred rental receipts
Disposals and transfers to assets held for resale
Currency translation adjustment
Net transfers from properties under development for resale
Unrealized fair value adjustment
Balance, end of year

Investment Properties
2009
2008
$3,549,744
$3,304,880
100,172
34,299
15,725
5,208
(111,297)
(293,578)

18,943
(1,068)
397,152

(444,961)
$2,739,415

(286,060)
$3,549,744

Investment Properties
Under Development
2009
2008
$224,285
$126,522
4,150
31,553
31,857
53,169
12,988
13,041

21,323
(48,707)
$245,896

$224,285

Investment properties are stated at fair value using the following methods, estimates and key assumptions:
(i) External appraisals
At December 31, 2009 external appraisals were obtained for investment properties with an aggregate fair
value of $2,281 million (2008–$278 million) representing 83.27% (2008–7.83%) of the fair value at that date,
and for an aggregate fair value of $186 million (2008—
$Nil) for investment properties under development, representing 75.6% of the fair value at that date.
(ii) Capitalized net operating income
Under this method, capitalization rates are applied
to net operating income (property revenue less property operating expenses). The key assumption is the
capitalization rate for each specific property. The Company receives quarterly capitalization rate reports from
external knowledgeable property valuators. The capitalization rate reports provide a range of rates for various
geographic regions and for various types and qualities
of properties within each region. The Company utilizes
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capitalization rates within ranges provided by external
valuators. To the extent that the externally provided capitalization rate ranges change from one reporting period
to the next; or should another rate within the provided
ranges be more appropriate than the rate previously
used, the fair value of the investment properties would
increase or decrease accordingly. The Company utilized
the following weighted average capitalization rates and
has determined that an increase (decrease) in the applied capitalization rate or discount rate of 0.10% in any
of its geographic segments would result in an increase
or decrease in the fair value of the investment properties,
as follows:

Germany
The Netherlands
The Baltic States
Canada
USA
Overall

As at December 31, 2009
Impact of 0.10% Change
Average
Capitalization Rate
Increase
Decrease
5.84%
$14,673
$15,184
7.75%
6,568
6,739
8.44%
2,748
2,814
7.28%
13,163
13,530
8.56%
1,669
1,709
7.08%
$38,821
$39,976

The Company has determined, based on the capitalization
rates used, that an increase (decrease) in the net operating income of $1,000 in any geographic segment would result in an increase (decrease) in the fair value for that segment ranging between $11,683 and $17,112 (December 31,
2008—between $13,106 and $14,881).
Investment properties include one property (December 31,
2008—one property) with a fair value of $676,850 (December 31, 2008—$734,825) where there is a purchase option
exercisable by the tenant in 2020 for EUR €282 million.

IAS 12, INCOME TAXES
Author’s Note
IAS 12 was originally part of the convergence project
with the FASB. However, in 2009, the boards determined that revising their respective standards on accounting for income taxes was a larger project than
originally anticipated and they removed it from that
agenda. In March 2010, the IASB determined to proceed with more limited amendments to IAS 12 and plan
to issue an exposure draft in late 2010 and a revised
standard in the first half of 2011. The board proposes
including the following in the revised standard:
• An initial step in which the entity would consider
whether the recovery of an asset or settlement of
liability will affect taxable profit,
• Recognition of a deferred tax asset in full and
an offsetting valuation allowance to the extent
necessary (which is similar to that required in US
GAAP),
• Guidance on assessing the need for a valuation
allowance
• Guidance on substantive enactment
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As at December 31, 2008
Impact of 0.10% Change
Average
Capitalization Rate
Increase
Decrease
6.72%
$17,376
$17,901
7.24%
8,717
8,961
7.08%
3,915
4,028
7.25%
15,829
16,272
7.63%
2,543
2,611
7.08%
$48,380
$49,773

• Allocation of current and deferred taxes within a

group that files a consolidated tax return.
The Board is also considering proposals on the following issues:
• Treatment of the tax effect of dividends paid by
entities such as real estate investment trusts and
co-operatives,
• Uncertain tax positions, (after finalizing the revision of IAS 37), and
• Deferred tax on property remeasurement at fair
value.

IFRS Overview and Comparison
to U.S. GAAP
3.319

The objective of IAS 12, Income Taxes, is to establish accounting for the current and future tax consequences
of taxes levied on income by taxation authorities. Because
accounting for financial reporting and accounting for tax purposes may be different, an entity should recognize in its financial statements the current and future tax consequences
from the future recovery of the carrying amount of assets,
the future settlement of its liabilities, transactions, and other
events in the current period.
Author’s Note
Both IAS 12 and U.S. GAAP use the asset-liability
approach to measuring current and deferred tax expense and the carrying amounts of current and deferred
tax assets and liabilities. Issues associated with income
taxes not directly related to the effects of these requirements on the statement of comprehensive income are
addressed in the “IAS 12” subsection of section 2.
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Recognition and Measurement
IFRSs
3.320 IAS 12 generally requires an entity to recognize cur-

FASB ASC 740-10-30-2 explains that deferred tax expense
(or benefit) is the change during the year in an entity’s deferred tax liabilities and assets.
3.325

FASB ASC 740 includes extensive guidance on accounting for income taxes that far exceeds the guidance in
IAS 12 on measurement of current and deferred tax assets
and liabilities and the resultant expense.

rent and deferred tax income or expense in profit or loss for
the period. However, to the extent that the temporary difference arises from a business combination or a transaction or an
event recognized in other comprehensive income or directly
in equity, an entity should recognize the current or deferred
tax income or expense in other comprehensive income or
directly in equity, respectively.

Presentation

3.321

3.326

An entity should recognize current or deferred tax
income or expense in other comprehensive income when it relates to items recognized in other comprehensive income and
directly in equity when it relates to items recognized directly
in equity. Examples of items recognized in other comprehensive income are changes in the carrying amount of PPE held
under the revaluation method or changes in fair value of financial assets classified as available for sale. Examples of items
recognized directly in equity include adjustments to retained
earnings from a change in accounting policy and amounts
arising on initial recognition of the equity component of a
compound financial instrument.

3.322 IAS 12 provides additional specific guidance to enti-

ties in accounting for deferred tax arising in a business combination and share-based payment transactions.
U.S. GAAP
3.323 FASB ASC 740, Income Taxes, establishes standards

for accounting and reporting for income taxes that are currently payable and for the tax consequences of all of the
following:
• Revenues, expenses, gains, or losses that are included
in taxable income in an earlier or later year than the year
in which they are recognized in financial income
• Other events that create differences between the tax
bases of assets and liabilities and their amounts for financial reporting
• Operating loss or tax credit carrybacks for refunds of
taxes paid in prior years and carryforwards to reduce
taxes payable in future years
3.324

Like IFRSs, U.S. GAAP requires an entity to measure the total income tax expense (or benefit) for the year
as the sum of deferred tax expense (or benefit) and income
taxes currently payable or refundable. The measurement of
the expense is dependent on an entity’s measurement of the
carrying values of related assets and liabilities. FASB ASC
740-10-30-2 requires entities to measure current and deferred
tax expense in the following manner:
• Unlike IFRSs, an entity should measure current and
deferred tax liabilities and assets based on provisions
of the enacted tax law. The effects of future changes in
tax laws or rates are not anticipated. IFRSs permit the
use of substantially enacted tax laws.
• Like IFRSs, an entity should reduce the carrying value
of deferred tax assets, if necessary, by the amount of
any tax benefits that, based on available evidence, the
entity does not expect to realize.

441

IFRSs
An entity should present tax expense or income
from ordinary activities in the statement of comprehensive
income. When using the two-statement format and presenting the components of profit and loss in a separate statement,
it should also present tax expense or income from ordinary
activities in that statement.

3.327 IAS 1 permits an entity to show items of other com-

prehensive income either net of related tax effects or before
tax effects, with one amount presented for the total tax effect
of these items.
U.S. GAAP
3.328 Paragraphs 14 and 25 of FASB ASC 740-10-45 pro-

vide limited guidance to nonpublic entities on presentation in
the income statement of interest and penalties and the effects
of changes in deferred tax accounts caused by the following:
• Changes in tax laws or rates
• Changes in the tax status of an entity (for example, an
entity’s change from a corporation to a partnership)
• Changes that affect the valuation allowance for deferred
tax assets related to the realizability of the deferred tax
asset in future years
• Changes related to assets acquired outside of a business
combination
3.329 For public entities, Regulation S-X and various SEC

SAB topics establish presentation requirements, including
the requirement to separately present income tax expense on
the face of the income statement.

Disclosure
IFRSs
3.30 IAS 12 requires entities to disclose the following major

components of income tax expense:
• Current tax income or expense
• Adjustments in the period for current tax of other
periods
• Deferred tax income or expense from origination or
reversal of temporary differences
• Deferred tax income or expense from changes in tax
rates or laws
• Benefits from previously unrecognized tax loss or tax
credit carryforwards
• Deferred tax expense (income) from write-downs (or
reversals) of deferred tax assets
• Tax income or expense resulting from a change
in accounting policy or errors (when included in
profit and loss because they cannot be accounted for
retrospectively)
IFRS ATT 3.30
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3.331

Entities should separately disclose the aggregate
amount of current and deferred income tax income or expense
relating to items charged to other comprehensive income or
directly to equity.

3.332

Entities should explain the relationship between tax
income or expense and accounting profit by disclosing either
or both of the following reconciliations:
• The amount of reported income tax income or expense
to the expected amount based on applicable tax rate(s)
• The average effective tax rate to the applicable tax
rate(s)

3.333

In both cases, entities should disclose the basis on
which the applicable tax rate was computed. Entities should
explain any differences in the applicable tax rate(s) from the
previous period.

3.334

When an entity prepares the reconciliation disclosure, it should use an applicable tax rate that provides the
most meaningful information to financial statement users.
This tax rate is often the domestic tax rate of the country in
which the entity is domiciled, taking into account both national and local tax rates. However, when an entity operates
in multiple jurisdictions, it may determine that aggregating
separate reconciliations prepared using the domestic rate in
each individual jurisdiction is more meaningful.

3.335

With respect to discontinued operations, entities
should disclose the tax expense or income from gains or
losses on discontinuance and profit or loss of the discontinued
operation for all periods presented.
U.S. GAAP

3.336

Like IFRSs, FASB ASC 740-10-50-9 requires entities to disclose the significant components of income tax
expense, with the following additions:
• Government grants (to the extent recognized as a reduction of income tax expense)
• Benefits of operating loss carryforwards
• The tax expense from allocating certain tax benefits
directly to contributed capital
• Adjustments to the deferred tax assets or liabilities as a
result of enacted changes in tax laws or a change in the
entity’s tax status
• Adjustments to the beginning of a valuation allowance
as a result of a change to the assessment of the ability
of the entity to recover the deferred tax asset (IFRSs do
not currently use valuation allowances)

3.337

FASB ASC 740-10-50-10 also requires an entity to
disclose the amount of income tax benefit or expense allocated to continuing operations and the amounts separately
allocated to other items (in accordance with the requirements
for intraperiod tax allocation) for each year these items are
presented. IAS 12 has no requirements or guidance on intraperiod tax allocation.

3.338

FASB ASC 740-10-50 requires similar reconciliations from reported to statutory amounts. As required by
FASB ASC 740-10-50-12, a public entity should also disclose a reconciliation of reported income tax benefit or expense to the expected amount using percentages or dollar
amounts of the reported income tax income or expense attributable to continuing operations to the amount that would
result from applying domestic federal statutory tax rates to
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pretax income from continuing operations. The entity should
use the regular statutory tax rates even if there are alternatives. An entity should disclose both the estimated amount
and the nature of each significant reconciling item. FASB
ASC 740-10-50-13 states that a nonpublic entity should disclose the nature of significant reconciling items but may omit
a numerical reconciliation.
Author’s Note
SEC registrants domiciled outside of the United States
are subject to SEC regulations with respect to the reconciliation of reported income tax benefit or expense.
When these companies prepare their financial statements in accordance with U.S. GAAP, they prepare
this reconciliation based on the statutory rate in their
country of domicile, whether they file their financial
statements on Form 10-K or Form 20-F.

Presentation and Disclosure
Excerpts—Continuing Application
Author’s Note
The revisions to IAS 1 in 2007 added a requirement
that an entity separately disclose the amount of income
tax relating to each component of other comprehensive
income. These amendments are effective for annual periods beginning on or after January 1, 2009, with earlier
application permitted. IAS 1 retained two alternative
presentations of income tax effects in the statement of
comprehensive income. An entity may either present:
• Each component of comprehensive income net of
related tax, or
• Each component of comprehensive income pretax, with one line item for the aggregate amount
of income tax on all components.
Survey companies that have not yet applied the revisions to IAS 1 may show items of other comprehensive
income net of income tax and provide the tax effect in
a note disclosure.

Effects of Change in Tax Rate
3.339

BT Group plc (Mar 2009)
Author’s Note
BT Group presents an income statement and other disclosures within the consolidated financial statements
both before and after “specific items.” As BT explains
in its Financial Review:
Results Before Specific Items (in part)
In our income statement and segmental analysis we separately identify specific items and present our results both
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before and after these items. This is consistent with the
way that financial performance is measured by management and assists in providing a meaningful analysis of the
trading results of the group. The directors believe that presentation of the group’s results in this way is relevant to
an understanding of the group’s financial performance as
specific items are significant one-off or unusual in nature
and have little predictive value. Items that we consider to
be significant one-off or unusual in nature include disposals of businesses and investments, business restructuring
costs, asset impairment charges and property rationalisation
programmes.

IFRSs permit entities to present non-GAAP measures as
long as these non-GAAP amounts and totals are reconciled
to amounts recognized and measured in accordance with
IFRSs.
In addition, BT’s financial statements may not fully reflect
the requirements of IAS 1 revised because its fiscal year end
is March 31. It was not required to and did not early adopt the
revised standard.
Group Income Statement (in part)

Year Ended 31 March 2009
(Loss) profit before taxation
Taxation
(Loss) profit for the year

Notes
7

Before
Specific
Items
£m
238
10
248

Specific
Items
£m
(372)
43
(329)

Total
£m
(134)
53
(81)

GROUP STATEMENT OF RECOGNISED INCOME
AND EXPENSE (in part)
Year Ended 31 March
(Loss) profit for the year
Actuarial (losses) gains relating to retirement benefit obligations
Exchange differences:
—on translation of foreign operations
Fair value movements on available-for-sale assets:
—fair value gains
Fair value movements on cash flow hedges:
—fair value gains (losses)
—reclassified and reported in net (loss) profit
—reclassified and reported in non current assets
Tax impact of above items
Net (losses) gains recognised directly in equity
Total recognised income and expense for the year

Notes
29

7

2009
£m
(81)
(7,037)

2008
£m
1,738
2,621

2007
£m
2,852
1,409

692

213

(95)

5

—

—

2,719
(2,144)
(5)
1,859
(3,911)
(3,992)

446
(294)
11
(832)
2,165
3,903

(201)
364
—
(486)
991
3,843

NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (in part)
Unnumbered Note: Accounting Policies (in part)
(xvii) Taxation
Current income tax is calculated on the basis of the tax laws
enacted or substantively enacted at the balance sheet date
in the countries where the company’s subsidiaries and associates operate and generate taxable income. The group
periodically evaluates positions taken in tax returns with respect to situations in which applicable tax regulation is subject
to interpretation, and the group establishes provisions where
appropriate on the basis of the amounts is subject to interpretation, and the group establishes provisions where appropriate on the basis of the amounts expected to be paid to tax
authorities.
Deferred tax is recognised, using the liability method, in respect of temporary differences between the carrying amount
of the group’s assets and liabilities and their tax base, except
to the extent that the deferred tax asset or liability arises from
the initial recognition of goodwill or from the initial recognition
of an asset or liability in a transaction which is not a business
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combination and affects neither accounting profit nor taxable
profit.
Deferred tax liabilities are, where permitted under IAS 12
‘Income Taxes,’ offset against deferred tax assets within the
same taxable entity or qualifying local tax group. Any remaining deferred tax asset is recognised only when, on the basis
of all available evidence, it can be regarded as probable that
there will be suitable taxable profits, within the same jurisdiction, in the foreseeable future against which the deductible
temporary difference can be utilised.
Deferred tax is determined using tax rates that are expected
to apply in the periods in which the asset is realised or liability
settled, based on tax rates and laws that have been enacted
or substantively enacted by the balance sheet date.
Deferred tax is provided on temporary differences arising
on investments in subsidiaries, associates and joint ventures,
except where the timing of the reversal of the temporary difference can be controlled and it is probable that the temporary
difference will not reverse in the foreseeable future.
Current and deferred tax are recognised in the income
statement, except when the tax relates to items charged or
credited directly in equity, in which case the tax is also recognised in equity.

Critical Accounting Estimates and Key Judgements
(in part)
Income Tax
The actual tax we pay on our profits is determined according to complex tax laws and regulations. Where the effect of
these laws and regulations is unclear, we use estimates in determining the liability for the tax to be paid on our past profits
which we recognise in our financial statements. We believe
the estimates, assumptions and judgements are reasonable
but this can involve complex issues which may take a number
of years to resolve. The final determination of prior year tax
liabilities could be different from the estimates reflected in the
financial statements.
Deferred Tax
Deferred tax assets and liabilities require management judgement in determining the amounts to be recognised. In particular, judgement is used when assessing the extent to which
deferred tax assets should be recognised with consideration
given to the timing and level of future taxable income.

Note 4. Specific Items (in part)
The group separately identifies and discloses significant one
off or unusual items (termed ‘specific items’). This is consistent with the way that financial performance is measured by
management and we believe it assists in providing a meaningful analysis of the trading results of the group. A definition
of specific items is provided on page 79.

Operating Costs
BT Global Services restructuring charges:
Costs associated with settlement of open tax years(i)
Finance Income
Interest on settlement of open tax years(i)
Net specific items charge before tax
Tax credit in respect of settlement of open tax years(i)
Tax credit on re-measurement of deferred tax(l)
Tax credit on specific items above
Net specific items charge (credit) after tax
(i)

(l)

2009
£m

2008
£m

2007
£m

13

10

3

—

—

10

—
(36)

—
(9)

(139)
(22)

372
—
—
(43)
329

530
(40)
(154)
(149)
187

11
(938)
—
(41)
(968)

In 2008, the group agreed an outstanding tax matter relating to a business disposed of in 2001, the impact of which was a tax credit of £40m, and this
closed all open items in relation to the settlement reached in 2007. In 2007, the group agreed the settlement of substantially all open UK tax matters
relating to ten tax years up to and including 2004/05 with HM Revenue and Customs (HMRC). In 2007, the total impact of the settlement was a net
credit of £1,067m, comprising a tax credit of £938m representing those elements of the tax charges previously recognised which were in excess of
the final agreed liability, interest income of £139m and operating costs of £10m representing the costs associated with reaching this agreement.
In 2008, a tax credit of £154m was recognised for the re-measurement of deferred tax balances as a result of the change in the UK statutory corporation
tax rate from 30% to 28%, effective in 2009.
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Note 7. Taxation
Analysis of taxation (credit) expense for the year
2009
£m

2008
£m

2007
£m

United Kingdom
Corporation tax at 28% (2008 and 2007: 30%)
Adjustments in respect of prior periods
Non UK taxation
Current
Adjustments in respect of prior periods
Total current tax (credit) expense

—
(50)

214
18

256
(1,096)

48
(10)
(12)

42
(88)
186

25
38
(777)

Deferred tax
Origination and reversal of temporary differences
Adjustments in respect of prior periods
Total deferred tax (credit) expense

(77)
36
(41)

78
(26)
52

367
42
409

Total taxation (credit) expense in the income statement

(53)

238

(368)

Factors Affecting Taxation (Credit) Expense
The taxation (credit) expense on the (loss) profit for the year
differs from the amount computed by applying the corporation
tax rate to the (loss) profit before taxation as a result of the
following factors:

(Loss) profit before taxation
Notional taxation (credit) expense at UK rate of 28% (2008 and 2007: 30%)
Effects of:
Non deductible depreciation and amortisation
Non (taxable) deductible non UK (profits) losses
(Lower) higher taxes on non UK profits
Higher (lower) taxes on gain on disposal of non current investments and
group undertakings
Other deferred tax assets not recognised
Associates and joint ventures
Adjustments in respect of prior periods
Tax credit in respect of settlement of open tax years
Re-measurements of deferred tax balances at 28%
Other
Total taxation (credit) expense and effective tax rate
Specific items
Total taxation (credit) expense before specific items and effective rate on profit before
specific items

2009
£m
%
(134)
(38)
28.0

2008
£m
1,976
592

2007
%
30.0

£m
2,484
745

%
30.0

27
(24)
(9)

(20.0)
17.9
6.7

23
(7)
7

1.1
(0.3)
0.3

4
9
11

0.1
0.4
0.4

4
5
(21)
(24)
—
—
27
(53)

(2.9)
(3.7)
15.7
17.9
—
—
(20.0)
39.6

—
(13)
(2)
(56)
(40)
(154)
(112)
238

—
(0.6)
(0.1)
(2.8)
(2.0)
(7.8)
(5.8)
12.0

(2)
—
(5)
(78)
(938)
—
(114)
(368

(0.1)
—
(0.2)
(3.2)
(37.8)
—
(4.5)
(14.9)

43

—

343

—

979

—

(10)

(4.2)

581

23.2

611

24.5
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Tax on items taken directly to equity

Current tax credit on exchange differences
Deferred tax credit on exchange differences
Deferred tax expense relating to losses on cash flow hedges
Deferred tax (credit) expense on actuarial (loss) gain relating to retirement
benefit obligations
Total taxation on items taken to statement of recognised income and expense
Current tax credit relating to share based payments
Deferred tax expense (credit) relating to share based payments

2009
£m
—
(64)
164

2008
£m
(1)
—
29

2007
£m
—
—
62

(1,959)
(1,859)
—
12

804
832
(17)
62

424
486
(12)
(70)

Total taxation on items taken directly to equity(a)

(1,847)

877

404

(a)

2008 includes a £50m expense arising from the re-measurement of deferred tax balances at 28%.

Tax Effects of Discontinued Operations,
Disaggregation of Tax Effects of Items
Recognized in Other Comprehensive
Income, Effect of Tax Losses Acquired in
a Business Combination
3.340

Thomson Reuters Corporation (Dec 2009)
CONSOLIDATED INCOME STATEMENT (in part)

(Millions of U.S. Dollars, Except Per Share Amounts)
Income before tax and equity method investees
Share of post tax earnings (loss) in equity method investees
Tax benefit (expense)
Earnings from continuing operations
Earnings from discontinued operations, net of tax
Net earnings

Notes

10
11

2009
538
7
299
844
23
867

Year Ended December 31
2008
1,675
(5)
(350)
1,320
1
1,321

2009

Year Ended December 31
2008

CONSOLIDATED STATEMENT OF
COMPREHENSIVE INCOME (in part)

(Millions of U.S. Dollars)

Notes

Actuarial losses on defined benefit pension plans, net of tax(1)
(1)

(4)

(389)

The related tax benefit was $7 million and $177 million for the years ended December 31, 2009 and 2008, respectively.

CONSOLIDATED STATEMENT OF CASH FLOW
(in part)

(Millions of U.S. Dollars)
Cash Provided by (Used in):
Operating Activities
Net earnings
Adjustments for:
Deferred tax

IFRS ATT 3.340

Notes

24

Year Ended December 31
2009
2008

867

1,321

(544)

31
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NOTES TO CONSOLIDATED FINANCIAL
STATEMENTS (in part)
(Unless otherwise stated, all amounts are in millions of U.S.
dollars)

Note 2: Critical Accounting Estimates and Judgments
(in part)
Critical Accounting Estimates and Assumptions
(in part)
Income Taxes

Note 1: Summary of Business and Significant
Accounting Policies (in part)
Taxation
Tax expense comprises current and deferred tax. Tax is recognized in the income statement except to the extent it relates
to items recognized in other comprehensive income or directly
in equity.
Current Tax
Current tax expense is based on the results for the period
as adjusted for items that are not taxable or not deductible.
Current tax is calculated using tax rates and laws that were
enacted or substantively enacted at the end of the reporting
period. Management periodically evaluates positions taken in
tax returns with respect to situations in which applicable tax
regulation is subject to interpretation. Provisions are established where appropriate on the basis of amounts expected
to be paid to the tax authorities.
Deferred Tax
Deferred tax is recognized, using the liability method, on temporary differences arising between the tax bases of assets
and liabilities and their carrying amounts in the statement of
financial position. Deferred tax is calculated using tax rates
and laws that have been enacted or substantively enacted at
the end of the reporting period, and which are expected to
apply when the related deferred income tax asset is realized
or the deferred income tax liability is settled.
Deferred Tax Liabilities
• are generally recognized for all taxable temporary
differences;
• are recognized for taxable temporary differences arising on investments in subsidiaries, associates and joint
ventures, except where the reversal of the temporary
difference can be controlled and it is probable that the
difference will not reverse in the foreseeable future; and
• are not recognized on temporary differences that arise
from goodwill which is not deductible for tax purposes.
Deferred Tax Assets
• are recognized to the extent it is probable that taxable
profits will be available against which the deductible temporary differences can be utilized; and
• are reviewed at the end of the reporting period and reduced to the extent that it is no longer probable that
sufficient taxable profits will be available to allow all or
part of the asset to be recovered.
Deferred tax assets and liabilities are not recognized in respect of temporary differences that arise on initial recognition of assets and liabilities acquired other than in a business
combination.

The Company computes an income tax provision in each of
the jurisdictions in which it operates. However, actual amounts
of income tax expense only become final upon filing and acceptance of the tax return by the relevant authorities, which
occur subsequent to the issuance of the financial statements.
Additionally, estimation of income taxes includes evaluating
the recoverability of deferred tax assets based on an assessment of the ability to use the underlying future tax deductions
before they expire against future taxable income. The assessment is based upon existing tax laws and estimates of future
taxable income. To the extent estimates differ from the final
tax return, earnings would be affected in a subsequent period.
In interim periods, the income tax provision is based on an
estimate of how much earnings will be in a full year by jurisdiction. The estimated average annual effective income tax rates
are re-estimated at each interim reporting date, based on full
year projections of earnings by jurisdiction. To the extent that
forecasts differ from actual results, true-ups are recorded in
subsequent periods.
The Company’s 2009 effective tax rate was (54.9%) of earnings from continuing operations before tax. A 1% increase in
the effective tax rate would decrease the 2009 income tax
benefit by approximately $5 million.
Critical Judgments in Applying Accounting Policies
(in part)
Uncertain Income Tax Positions
The Company is subject to taxation in numerous jurisdictions.
There are many transactions and calculations for which the
ultimate tax determination is uncertain during the ordinary
course of business. The Company maintains provisions for
uncertain tax positions that it believes appropriately reflect its
risk with respect to tax matters under active discussion, audit,
dispute or appeal with tax authorities, or which are otherwise
considered to involve uncertainty. These provisions are made
using the best estimate of the amount expected to be paid
based on a qualitative assessment of all relevant factors. The
Company reviews the adequacy of these provisions at the
end of the reporting period. However, it is possible that at
some future date an additional liability could result from audits
by taxing authorities. Where the final outcome of these taxrelated matters is different from the amounts that were initially
recorded, such differences will affect the tax provisions in the
period in which such determination is made.

Note 9: Other Non-Operating Charge
In conjunction with the recognition of tax losses that had been
acquired in a business combination, the Company recorded
a $385 million reduction to goodwill. The reduction to goodwill was recorded as an expense below operating profit because the accounting adjustment was not reflective of the
Company’s core operating results.
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Note 10: Taxation
The components of tax expense (benefit) for 2009 and 2008
were as follows:
Year Ended December 31
2009
2008
Current tax expense:
Continuing operations
Discontinued operations
Deferred tax (benefit) expense:
Continuing operations
Discontinued operations
Total tax (benefit) expense:
Continuing operations
Discontinued operations

245
4

319
—

(544)
4

31
(5)

(299)
8

350
(5)

Taxes on items recognized in other comprehensive income or
directly in equity in 2009 and 2008 were as follows:
Year Ended December 31
2009
2008
Deferred tax (benefit) on
actuarial losses on defined
benefit plans
Deferred tax (benefit) charge on
share based payments
Deferred tax charge on gain on
sale of non-controlling interest

(7)

(177)

(4)

20

—

49

Factors Affecting Tax (Benefit) Expense for the Year
The standard rate of Canadian corporate income tax is 32.3%.
The following is a reconciliation of income taxes calculated at
the Canadian corporate tax rate to the tax (benefit) expense
for 2009 and 2008:
Year Ended December 31

Income before tax
Income before tax multiplied by the standard rate of Canadian corporate tax of 32.3% (2008—32.8%)
Effects of:
Income taxes recorded at rates different from the Canadian tax rate
Tax losses for which no benefit is recognized
Impact of asset transfer between affiliates(1)
Impairments of non-deductible goodwill(2)
Non-deductible foreign exchange losses
Withholding taxes
Recognition of tax losses that arose in prior years
Other adjustments related to prior years(3)
Impact of tax law changes
Provision for uncertain tax positions
Other differences
Total tax (benefit) expense on continuing operations
(1)

(2)
(3)

2009
545
176

2008
1,670
548

(646)
471
(496)
124
44
26
(59)
(47)
(12)
79
41
(299)

(417)
151
—
—
—
—
(18)
(9)
(4)
57
42
350

In December 2009, the Company completed an intercompany sale of an asset on which a deferred tax liability of $496 million had been
established upon the acquisition of a business. The intercompany sale was completed in a tax free manner and the deferred tax liability was
released upon completion. There was no cash impact from this transaction.
Relates primarily to non-deductible impairments of goodwill required under IFRS 3 in conjunction with the recognition of deferred tax assets
for acquired tax losses.
Includes $35 million for intercompany interest payments not previously considered to be deductible.

The effective income tax rates on earnings from continuing operations of (54.9%) in 2009 and of 21.0% in 2008 were lower
than the Canadian corporate income tax rate due principally
to the lower tax rates and differing tax rules applicable to certain of the Company’s operating and financing subsidiaries
outside Canada. Specifically, while the Company generates
revenues in numerous jurisdictions, the tax provision on earnings is computed after taking account of intercompany interest
and other charges and credits among subsidiaries resulting
from their capital structure as well as from the various jurisdictions in which operations, technology and content assets
are owned. For these reasons, the effective tax rate differs
substantially from the Canadian corporate tax rate. The Company’s effective tax rate and its cash tax cost depend on the
laws of numerous countries and the provisions of multiple income tax conventions between various countries in which the
Company operates.
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At December 31, 2009, the consolidated statement of financial position included current taxes receivable of $140 million
(2008—$132 million) within “Prepaid expenses and other current assets” and current taxes payable of $63 million (2008—
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Offsetting of Assets and Liabilities From
the Same Tax Authority, Unused Tax Loss
Carryforwards

Note 3. Critical Accounting Estimates and Judgements
in Applying Accounting Policies (in part)

3.341

Deferred tax assets are recognised for unused tax-loss carryforwards and unused tax credits to the extent that realisation
of the related tax benefit is probable. The assessment of the
probability with regard to the realisation of the tax benefit involves assumptions based on the history of the entity and
budgeted data for the future.

Income Taxes

Swiss Life Holding Ltd (Dec 2009)
CONSOLIDATED STATEMENT OF INCOME FOR
THE YEARS ENDED 31 DECEMBER (in part)
In CHF Million
Continuing Operations
Result before income tax
Income tax expense
Net result from continuing operations

Notes

2009

2008

24

427
−103
324

−1,172
29
−1,143

CONSOLIDATED STATEMENT OF
COMPREHENSIVE INCOME FOR THE YEARS
ENDED 31 DECEMBER (in part)
In CHF Million
Income tax relating to other comprehensive income

2009
−151

2008
−131

NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (in part)
Note 2. Summary of Significant Accounting Policies
(in part)
2.17 Income Taxes
Current and deferred income taxes are recognised in income
except when they relate to items recognised directly in equity.
Income taxes are calculated using the tax rates enacted or
substantively enacted as of the balance sheet date.
Deferred income taxes are recognised for all temporary differences between the carrying amounts of assets and liabilities in the consolidated balance sheet and the tax bases
of these assets and liabilities using the balance sheet liability method. Current income taxes and deferred income taxes
are charged or credited directly to equity if the income taxes
relate to items that are credited or charged in the same or a
different period, directly to equity.
Deferred tax assets are recognised only to the extent that it
is probable that future taxable profits will be available against
which they can be used. For unused tax losses a deferred tax
asset is recognised to the extent that it is probable that these
losses can be offset against future taxable profits. Deferred
tax liabilities represent income taxes payable in the future in
respect of taxable temporary differences.
A deferred tax liability is recognised for taxable temporary
differences relating to investments in subsidiaries, branches
and associates, except where the Group is able to control
the timing of the reversal of the temporary difference and it is
probable that the temporary difference will not reverse in the
foreseeable future.
Where the entity has a legally enforceable right to set off
current tax assets against current tax liabilities and the deferred tax assets and deferred tax liabilities relate to income
taxes levied by the same tax authority, the corresponding assets and liabilities are presented on a net basis.

Note 24. Income Taxes
Income Tax Expense
In CHF Million
Current income tax expense
Deferred income tax expense
Total income tax expense

2009
128
−25
103

2008
−7
−22
−29

The expected weighted-average tax rate for the continuing
operations of the Group was 30.7% in 2009 (2008: 27.0%).
This rate was derived by obtaining a weighted average of the
expected income tax rates in the various jurisdictions in which
the Group operates. The increase of the weighted-average tax
rate is due to the geographical allocation of the profits and the
different tax rates in these jurisdictions. The actual income tax
expense differs from the expected amount as follows:
Actual and Expected Income Tax
In CHF Million
Expected income tax expense
Increase/reduction in taxes resulting from
lower taxed income
non-deductible expenses
other income taxes (incl. withholding taxes)
change in unrecognised tax losses
adjustments for current tax of prior periods
changes in tax rates
intercompany effects
other
Actual income tax expense

2009
131

2008
−317

−188
142
43
38
17
0
−80
0
103

−112
150
−8
273
−118
0
101
2
−29

In 2009, other income taxes (incl. withholding taxes) of CHF
43 million are mainly based on a transaction at a lower income
tax rate compared to the ordinary income tax rate. Positive intercompany effects of CHF 80 million in 2009 are primarily due
to tax group effects and to intragroup income and expense.
The Swiss Life Group realised net tax benefits of CHF 118
million due to tax audits and final assessments in 2008. Intercompany effects of CHF 101 million in 2008 are mainly based
on intragroup dividends.
Deferred income tax assets and liabilities are offset when
there is a legally enforceable right to offset current tax assets
against current tax liabilities and when the deferred income
taxes relate to the same tax authority.

IFRS ATT 3.341

P1: PjU
ACPA166-03(7)

AICPA

AICPA-IFRS-ATT.cls

December 23, 2010

450

19:30

IFRS Accounting Trends & Techniques

Deferred Income Tax Assets and Liabilities
Deferred Tax Assets
31.12.2009
31.12.2008
192
306
—
—
39
42
29
30
8
29
37
83
32
35
0
7
45
31
41
14
423
577

In CHF Million
Financial assets
Investment property
Intangible assets
Property and equipment
Financial liabilities
Insurance liabilities
Employee benefits
Deferred income
Other
Tax losses
Deferred income tax assets/liabilities

−343
80

Offset
Total deferred income tax assets/liabilities

Deferred Tax Liabilities
31.12.2009
31.12.2008
109
148
429
430
354
381
1
0
23
10
56
80
56
47
5
5
66
27
—
—
1,099
1,128

−480
97

−343
756

−480
648

The movements in net deferred income tax assets/liabilities
during the period were as follows:

In CHF Million
Movements by Type of Temporary Difference During
the Year 2009
Financial assets
Investment property
Intangible assets
Property and equipment
Financial liabilities
Insurance liabilities
Employee benefits
Deferred income
Other
Tax losses
Net deferred income tax assets/liabilities
Movements by Type of Temporary Difference During
the Year 2008
Financial assets
Investment property
Intangible assets
Property and equipment
Financial liabilities
Insurance liabilities
Employee benefits
Deferred income
Other
Tax losses
Net deferred income tax assets/liabilities

Balance
as at End
of Period

Balance as
at 1 January

Recognised
in Income

Recognised
in Equity

158
−430
−339
30
19
3
−12
2
4
14
−551

86
1
13
−2
−34
−22
−12
−7
−26
28
25

−161
0
11
—
—
0
—
—
0
—
−150

0
—
−1
—
—
—
—
—
0
—
−1

0
0
1
0
0
0
0
0
1
−1
1

83
−429
−315
28
− 15
−19
−24
−5
−21
41
−676

269
−413
−245
34
6
−7
−23
0
3
9
−367

7
−24
−18
−8
14
13
12
3
17
6
22

−114
1
36
—
—
−2
—
—
0
—
−79

0
—
−124
6
0
—
—
0
−15
−1
−134

−4
6
12
−2
−1
−1
−1
−1
−1
0
7

158
−430
−339
30
19
3
−12
2
4
14
−551

Deferred tax liabilities have not been recognised on the aggregate amount of temporary differences with consolidated
investments in subsidiaries to the extent the Group considers
such undistributed earnings as being indefinitely reinvested
and does not expect to repatriate these earnings in the foreseeable future. The amount of such temporary differences
was approximately CHF 1.7 billion as at 31 December 2009
(2008: CHF 1.7 billion). If such earnings are ever repatriated,
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Differences

Business
Combinations
and Disposals

no material tax liabilities would be incurred due to participation exemption rules, unrecognised tax loss carryforwards and
applicable double taxation treaties.
Deferred tax assets are recognised for tax-loss carryforwards and unused tax credits only to the extent that realisation of the related tax benefit is probable. Swiss tax assets
are calculated in accordance with cantonal and communal tax
legislation. The uncertainty of the recoverability of tax losses
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is taken into account in establishing the valuation allowance.
For the following tax-loss carryforwards, which will expire as
follows, no deferred tax asset has been recognised:
Unrecognised Tax Losses
Amount in
CHF Million
2010
2011
2012
Thereafter
Total

Tax Losses
31.12.2009 31.12.2008
15
11
19
15
24
31
1,095
1,145
1,153
1,202

Tax Rate
31.12.2009 31.12.2008
11.5%
8.5%
9.5%
9.2%
13.2%
14.0%
22.8%
22.6%
n/a
n/a

Author’s Note
IAS 12 permits an entity to reconcile tax expense reported on the income statement to tax expense computed at either the statutory tax rate in the country of
domicile or a weighted average tax rate. US GAAP
requires an entity to use the US statutory tax rate.

Tax Expense Reconciliation Disclosure—Use
of Single Domestic Statutory Tax Rate
3.342

China Mobile Limited (Dec 2009)
CONSOLIDATED STATEMENT OF
COMPREHENSIVE INCOME (in part)
For the year ended December 31, 2009
(Expressed in Renminbi)

Note
Profit before taxation
Taxation
Profit for the year

11(a)

2009
RMB
Million
153,836
(38,413)
115,423

2008
RMB
Million
(Restated)
149,523
(36,735)
112,788

2007
RMB
Million
(Restated)
128,883
(42,143)
86,740

NOTES TO CONSOLIDATED FINANCIAL
STATEMENTS (in part)
(Expressed in Renminbi unless otherwise indicated)

Note 1. Significant Accounting Policies (in part)
(s) Income Tax
Income tax for the year comprises current tax and movements
in deferred tax assets and liabilities. Current tax and movements in deferred tax assets and liabilities are recognized in
profit or loss except to the extent that they relate to items recognized in other comprehensive income or directly in equity,
in which case the relevant amounts of tax are recognized in
other comprehensive income or directly in equity, respectively.

451

Current tax is the expected tax payable on the taxable income for the year, using tax rates enacted or substantively
enacted at the balance sheet date, and any adjustment to tax
payable in respect of previous years.
Deferred tax assets and liabilities arise from deductible and
taxable temporary differences respectively, being the differences between the carrying amounts of assets and liabilities
for financial reporting purposes and their tax bases. Deferred
tax assets also arise from unused tax losses and unused tax
credits.
Apart from certain limited exceptions, all deferred tax liabilities, and all deferred tax assets to the extent that it is probable
that future taxable profits will be available against which the
asset can be utilized, are recognized. Future taxable profits
that may support the recognition of deferred tax assets arising
from deductible temporary differences include those that will
arise from the reversal of existing taxable temporary differences, provided those differences relate to the same taxation
authority and the same taxable entity, and are expected to reverse either in the same period as the expected reversal of the
deductible temporary difference or in periods into which a tax
loss arising from the deferred tax asset can be carried back
or forward. The same criteria are adopted when determining whether existing taxable temporary differences support
the recognition of deferred tax assets arising from unused tax
losses and credits, that is, those differences are taken into
account if they relate to the same taxation authority and the
same taxable entity, and are expected to reverse in a period,
or periods, in which the tax loss or credit can be utilized.
The limited exceptions to recognition of deferred tax assets
and liabilities are those temporary differences arising from
goodwill not deductible for tax purposes, the initial recognition of assets or liabilities that affect neither accounting nor
taxable profit (provided they are not part of a business combination), and temporary differences relating to investments
in subsidiaries to the extent that, in the case of taxable differences, the Group controls the timing of the reversal and it is
probable that the differences will not reverse in the foreseeable future, or in the case of deductible differences, unless it
is probable that they will reverse in the future.
The amount of deferred tax recognized is measured based
on the expected manner of realization or settlement of the
carrying amount of the assets and liabilities, using tax rates
enacted or substantively enacted at the balance sheet date.
Deferred tax assets and liabilities are not discounted.
The carrying amount of a deferred tax asset is reviewed at
each balance sheet date and is reduced to the extent that it
is no longer probable that sufficient taxable profit will be available to allow the related tax benefit to be utilized. Any such
reduction is reversed to the extent that it becomes probable
that sufficient taxable profits will be available.
Current tax balances and deferred tax balances, and movements therein, are presented separately from each other and
are not offset. Current tax assets are offset against current
tax liabilities, and deferred tax assets against deferred tax liabilities, if the Group has the legally enforceable right to set
off current tax assets against current tax liabilities and the
following additional conditions are met:
• in the case of current tax assets and liabilities, the Group
intends either to settle on a net basis, or to realize the
asset and settle the liability simultaneously; or
• in the case of deferred tax assets and liabilities, if they
relate to income taxes levied by the same taxation authority on either:
• the same taxable entity; or
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• different taxable entities, which, in each future period
in which significant amounts of deferred tax liabilities
or assets are expected to be settled or recovered, intend to realize the current tax assets and settle the current tax liabilities on a net basis or realize and settle
simultaneously.

Note 11. Taxation
(a) Taxation in the Consolidated Statement
of Comprehensive Income Represents

Current Tax
Provision for Hong Kong profits tax on the estimated assessable profits for the year
Provision for PRC enterprise income tax on the estimated taxable profits for the year
Over-provision in respect of PRC enterprise income tax in prior years
Deferred Tax
Origination and reversal of temporary differences (note 21)

2009
RMB Million

2008
RMB Million
(Restated)

2007
RMB Million
(Restated)

91
39,666
—
39,757

74
38,216
(24)
38,266

72
40,473
(91)
40,454

(1,344)
38,413

(1,531)
36,735

1,689
42,143

2008. According to a further notice issued by the State
Council on December 26, 2007, for entities operating in
special economic zones which were previously taxed at
preferential rate of 15%, the applicable tax rate are 18%,
20%, 22%, 24% and 25%, for the years ending December 31, 2008, 2009, 2010, 2011 and 2012, respectively.
For entities which were previously taxed at preferential
rate of 24%, the applicable tax rate will be increased
to 25% from January 1, 2008. Accordingly, the deferred
tax of the Group is recognized based on the tax rate
that is expected to apply to the period when the asset is
realized or the liability is settled.

(i) The provision of Hong Kong profits tax is calculated at
16.5% (2008: 16.5%; 2007: 17.5%) of the assessable
profits for the year ended December 31, 2009.
(ii) Pursuant to the PRC enterprise income tax law passed
by the Tenth National People’s Congress on March 16,
2007, the new enterprise income tax rates for domestic and foreign enterprises are unified at 25% and were
effective from January 1, 2008. According to the new
tax law, the income tax rate applicable to the Company
and certain of its subsidiaries which were taxed at 33%
is reduced to the unified rate of 25% from January 1,

(b) Reconciliation Between Income Tax Expense and
Accounting Profit at Applicable Tax Rates

Profit before taxation
Notional tax on profit before tax, calculated at
PRC’s statutory tax rate (note)
Tax effect of non-taxable item—Interest income
Tax effect of non-deductible expenses on PRC operations
Tax effect of non-deductible expenses on Hong Kong operations
Rate differential on PRC operations
Rate differential on Hong Kong operations
Effect of change in PRC enterprise income tax rate
Effect of change in Hong Kong profits tax rate
Over-provision for PRC operations in prior years
Amortization of tax credit on purchase of domestic telecommunications equipment
Others
Taxation

2009
RMB Million
153,836

2008
RMB Million
(Restated)
149,523

2007
RMB Million
(Restated)
128,883

38,459
(2)
699
155
(470)
35
—
—
—
(527)
64
38,413

37,382
(16)
653
261
(874)
96
—
(6)
(24)
(644)
(93)
36,735

42,531
(64)
816
254
(2,113)
157
1,513
—
(91)
(788)
(72)
42,143

Note: The PRC’s statutory tax rate is adopted as the majority of the Group’s operations are subject to this rate (2009 and 2008:25%;2007:33%).
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(c) Current Taxation in the Consolidated
Balance Sheet Represents
2009
RMB Million
39,666
91
(39)
—
(31,605)
(51)
8,062
17
8,079

Provision for PRC enterprise income tax for the year
Provision for Hong Kong profits tax for the year
Balance of PRC enterprise income tax recoverable relating to prior year
Balance of Hong Kong profits tax recoverable relating to prior year
PRC enterprise income tax paid
Hong Kong profits tax paid
Balance as at December 31
Add: Tax recoverable
Tax payable

2008
RMB Million
38,192
74
(124)
—
(26,853)
(45)
11,244
39
11,283

2007
RMB Million
40,382
72
(459)
(9)
(25,837)
(12)
14,137
124
14,261

Effective Tax Rate Reconciliation
Disclosure—Use of Weighted Average
Statutory Tax Rate
3.343

Huaneng Power International Inc. (Dec 2009)
CONSOLIDATED STATEMENT OF
COMPREHENSIVE INCOME (in part)
For the Years Ended December 31, 2009, 2008 and 2007.
(Prepared in accordance with International Financial Reporting Standards)
(Amounts expressed in thousands of RMB or US$, except
per share data)

2009
Profit/(loss) before income tax expense
Income tax (expense)/benefit
Profit/(loss) for the year

Note
6
31

NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (in part)
Note 2. Principal Accounting Policies (in part)
(p) Taxation
(i) Value-Added Tax (“VAT”)
The domestic power sales of the Company and its subsidiaries are subjected to VAT. VAT payable is determined
by applying 17% on the taxable revenue after offsetting deductible input VAT of the period.
(ii) Goods and Service Tax (“GST”)
The overseas power sales of the Company and its subsidiaries are subjected to goods and service tax of the country
where they operate. GST payable is determined by applying
7% on the taxable revenue after offsetting deductible GST of
the period.

RMB
5,703,976
(593,787)
5,110,189

For the Year Ended December 31
2008
US$
RMB
835,356
(4,791,556)
(86,961)
239,723
748,395
(4,551,833)

2007
RMB
7,319,301
(838,270)
6,481,031

(iii) Current and Deferred Income Tax
The income tax expense for the period comprises current and
deferred income tax. Income tax expense is recognized in
profit and loss, except to the extent that it relates to items recognized in other comprehensive income or directly in equity.
In this case, the tax is also recognized in other comprehensive
income or directly in equity, respectively.
On March 16, 2007, the National People’s Congress promulgated the “Corporate Income Tax Law of the People’s
Republic of China” which became effective from January 1,
2008. Domestic entities of the Company and its subsidiaries
which originally enjoyed preferential tax treatments will transit
to 25% gradually in five years from January 1, 2008 onwards.
Domestic subsidiaries with original applicable tax rate of 33%
apply tax rate of 25% from January 1, 2008 onwards. Pursuant
to Guo Fa [2007] 39 document, starting from January 1, 2008,
entities which originally enjoyed two-year tax exemption and
three-year 50% reduction tax treatments, continue to follow
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the original tax laws, administrative regulations and relevant
documents until respective expiration dates. However, those
not being entitled to preferential tax treatment as a result of
tax losses, the preferential period started from 2008 onwards.
The income tax rate applicable to Singapore subsidiaries
changed from 18% in 2008 to 17% from January 1, 2009
onwards.
Pursuant to Guo Shui Han [2009] 33 document, starting
from January 1, 2008, the Company and its branches calculate and pay income tax on a combined basis according to relevant tax laws and regulations. The original regulation specifying locations for power plants and branches of the Company
to make enterprise income tax payments was abolished. The
income tax of subsidiaries remains to be calculated individually based on their individual operating results.
Deferred income tax assets and liabilities are recognized
based on the differences between tax bases of assets and
liabilities and respective book value (temporary differences).
For deductible tax losses or tax credit that can be brought forward in accordance with tax law requirements for deduction of
taxable income in subsequent years, it is considered as temporary differences and related deferred income tax assets are
recognized. No deferred income tax liability is recognized for
temporary difference arising from initial recognition of goodwill. For those temporary differences arising from initial recognition of an asset or liability in a non-business combination
transaction that affects neither accounting profit nor taxable
profit (or deductible loss) at the time of the transaction, no
deferred income tax asset and liability is recognized.
The Company and its subsidiaries recognize deferred income tax assets to the extent that it is probable that taxable
profit will be available to offset the deductible temporary difference, deductible tax loss and tax credit.
On the balance sheet date, deferred income tax assets and
liabilities are measured at the tax rates that are expected to
apply to the period when the asset is realized or liability is
settled.
Deferred income tax assets and deferred income tax liabilities are offset when meeting all the conditions below:
(1) The Company and its subsidiaries have the legal enforceable right to settle current income tax assets and
current income tax liabilities;
(2) Deferred income tax assets and deferred income tax
liabilities are related to the income tax levied by the same
tax authority of the Company and its subsidiaries.

Note 31. Income Tax Expense
Income tax expense comprised:

Current income tax expense
Deferred income tax (note 29)

For the Year Ended December 31
2009
2008
2007
889,159
48,565 1,033,570
(295,372) (288,288)
(195,300)
593,787 (239,723)
838,270

No Hong Kong profits tax has been provided as there were no
estimated assessable profits in Hong Kong for the year (2008
and 2007: nil). The reconciliation of the effective income tax
rate from the statutory income tax rate is as follows:

IFRS ATT 3.344
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Average statutory tax rate
Effect of tax holiday
Tax credit relating to domestically
manufactured equipment(∗)
Deductible tax loss not recognized
as deferred income tax assets
in the current year
Utilization of previously
unrecognized tax losses
Impact of the tax rate differential
on existing deferred income tax
balance
Others
Effective tax rate
(∗)

For the Year Ended December 31
2009
2008
2007
20.82%
20.06%
18.03%
(1.54%)
(1.21%)
(3.86%)
—

(2.52%)

(2.24%)

1.76%

(9.67%)

0.58%

(7.18%)

—

(0.56%)

(3.52%)
0.07%
10.41%

1.32%
(2.98%)
5.00%

(0.61%)
0.11%
11.45%

This represented tax credit granted to certain power plants on
their purchases of certain domestically manufactured equipment
upon the approval of the tax bureaus.

The average statutory tax rate for the years ended December
31, 2009, 2008 and 2007 represented the weighted average
tax rate of the Company and its subsidiaries calculated on
the basis of the relative amounts of profit before tax and the
applicable statutory tax rates.
The aggregated effect of the tax holiday was approximately
RMB 88 million for the year ended December 31, 2009 (2008
and 2007: RMB 58 million and RMB 282 million).

IAS 33, EARNINGS PER SHARE
IFRS Overview and Comparison
to U.S. GAAP
3.344 IAS 33, Earnings per Share, establishes the require-

ments for calculating and presenting earnings per share
(EPS), including basic EPS and diluted EPS. IAS 33 applies
to separate, individual, and consolidated financial statements
of an entity whose ordinary or potential ordinary shares are
traded in a public market or who files, or is in the process of
filing, with a securities commission or other regulatory authority for the purpose of issuing such securities in a public
market. However, any entity that discloses EPS should do so
only in accordance with IAS 33.

Recognition and Measurement
IFRSs
3.345 IAS 33 requires an entity to calculate basic and diluted

EPS, attributable to equity holders of the parent entity, for
profit or loss from continuing operations, if presented, and
profit or loss.
3.346 Basic EPS is calculated by dividing the relevant profit

or loss amount attributable to the equity holders of the parent
by the weighted average number of ordinary shares outstanding during the period. An entity should adjust reported earnings and earnings from continuing operations by subtracting any posttax dividends declared, and similar effects, on
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preference shares (classified as equity) to arrive at the relevant amounts attributable to the equity holders of the parent.
3.347 An entity should calculate diluted EPS by adjusting

earnings and earnings from continuing operations, if presented, attributable to the equity holders of the parent for
the posttax effects of the following:
• Dividends or other items related to dilutive potential
ordinary shares deducted in arriving at earnings attributable to equity holders of the parent
• Any interest expense recognized in respect to dilutive
potential ordinary shares
• Any other changes that would result from conversion of
dilutive potential ordinary shares
3.348 An entity should also adjust the weighted average or-

dinary shares outstanding for the weighted average ordinary
shares that would be issued on conversion of dilutive potential
ordinary shares into ordinary shares. An entity should make
these adjustments as if conversion of the dilutive potential
ordinary shares occurred at the beginning of the reporting
period or the issue date, if later.
3.349 An entity should consider a potential ordinary share

to be dilutive only if its conversion will decrease EPS or EPS
from continuing operations.
3.350 IAS 33 discusses the dilutive nature of the following

potential ordinary shares: options, warrants and their equivalents, convertible instruments, contingently issuable shares,
contracts that may be settled in ordinary shares or cash, purchased options, and written put options.
3.351 With respect to options, warrants, and similar instru-

ments, an entity should assume exercise. The entity should
regard the assumed proceeds of these shares to have been
received from the issue of shares at the average market price.
Therefore, the assumed proceeds divided by the average market price of ordinary shares during the period will be the
number of shares that would have been issued. The difference between the number of shares issued on exercise and
the number of shares that would have been issued is the additional shares to be added to the weighted average number
of shares outstanding in the diluted EPS calculation. Accordingly, these securities are dilutive when they are issued for
less than the average market price of ordinary shares during
the period and antidilutive if issued for more than the average
price.
3.352 When dilutive, an entity should adjust both earnings

and the weighted average ordinary shares outstanding for the
effects of convertible securities. If the convertible securities
are preferred shares, the entity should no longer deduct preferred share dividends from earnings and should increase the
weighted average common shares outstanding for the additional number of ordinary shares issued on conversion. If the
convertible securities are debt securities, the entity should
adjust earnings for the posttax effect of interest expense and
increase the weighted average ordinary shares outstanding by
the additional shares issued on conversion.
3.353 An entity should treat any contingently issuable

shares as outstanding when the specified conditions are satisfied (that is, the events have occurred on which issuance
depends) and should make the necessary adjustments to the
diluted EPS calculation as of the beginning of the period or
the date of the contingent share agreement, whichever is later.

455

If the conditions are not satisfied, an entity should base the
adjustment to the diluted EPS calculation on the number of
shares that would be issued if the end of the period were the
end of the contingency period.
3.354 For contracts that may be settled in equity or cash

at the entity’s option, an entity should presume settlement
would be in equity. For those contracts that may be settled at
the holder’s option, the entity should assume the more dilutive
of the two cases.
3.355 An entity should not include contracts such as pur-

chased options in the calculation of diluted EPS because exercise would be antidilutive.
3.356 An entity should include in the calculation of diluted

EPS contracts that require it to repurchase its own shares
when the effect is dilutive. If such contracts are “in the
money” during the period, the entity should calculate the
potential dilutive effect as follows:
a. Assume that sufficient ordinary shares will be issued at
the beginning of the period at the average market price
to raise the proceeds to fulfill the contract
b. Assume the proceeds are used to repurchase shares under the contract
c. Adjust the weighted average number of ordinary shares
outstanding for any incremental number of ordinary
shares issued over the number of shares repurchased
3.357 When the number of ordinary shares increases due to

capitalizations, bonuses, stock splits, or dividends that occur
after the balance sheet date but before the financial statements are issued, the entity should recalculate EPS for these
changes.
U.S. GAAP
3.358 Like IFRSs, paragraphs 10–11 of FASB ASC 260-

10-45 specify that an entity should calculate basic EPS by
dividing income available to common stockholders (the numerator) by the weighted average number of common shares
outstanding (the denominator) during the period. An entity
should compute income available to common stockholders
by deducting both the dividends declared in the period on
preferred stock (regardless of whether they are paid) and the
dividends accumulated for the period on cumulative preferred
stock (regardless of whether they are earned) from income
from continuing operations (if that amount appears in the income statement) and also from net income. If there is a loss
from continuing operations or a net loss, the amount of the
loss should be increased by those preferred dividends.
3.359 Both IFRSs and FASB ASC 260-10-45-11A require

that, when computing EPS in consolidated financial statements, income from continuing operations and net income
exclude income attributable to any noncontrolling interests.
3.360 Both IFRSs and FASB ASC 260-10-45-12A state that

an entity should include contingently issuable shares in the
EPS calculation only when there is no circumstance under
which those shares would not be issued (that is, the necessary conditions upon which issuance is predicated have been
met). However, paragraphs 12A–14 of FASB ASC 260-1045 provide more guidance on what constitutes a contingently
issuable share.
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3.361 Like IFRSs, FASB ASC 260-10-45-16 requires an

entity to adjust the numerator for any convertible preferred
dividends and the posttax amount of interest recognized in
the period associated with any convertible debt in computing
the dilutive effect of convertible securities. An entity should
also adjust the numerator for any other changes in income
or loss that would result from the assumed conversion of
these potential common shares. FASB ASC 260-10-55-38
also provides an illustration of similar adjustments when a
contract provides the issuer or holder with a choice between
settlement methods.
3.362 Like IFRSs, FASB ASC 260-10-45-17 states that an

shares outstanding. An entity should not include an antidilutive security in the calculation.
3.367 With respect to contracts with a settlement option, in

contrast to IFRSs, paragraphs 45–47 of FASB ASC 260-1045 require an entity to presume the most dilutive option, regardless of whether the entity or holder can select the method
of settlement, unless past experience or a stated policy provides a reasonable basis to believe that the contract will be
paid partially or wholly in cash.
3.368 Both IFRSs and paragraphs 59A–70 of FASB ASC

260-10-45 use the two-class method for calculating the effect
of participating securities and two-class ordinary shares.

entity should not include the conversion, exercise, or contingent issuance of any security that would be antidilutive in the
calculation of EPS. An entity should determine whether potential common shares are dilutive or antidilutive separately
for each issue or series of issues of potential common shares.

Presentation

3.363 Like IFRSs, FASB ASC 260-10-45-21 requires an

3.369 For each class of ordinary shares and each period pre-

entity to base the calculation of diluted EPS on the most advantageous conversion rate or exercise price from the standpoint of the security holder when there is more than one basis
for conversion.
3.364 Like IFRSs, FASB ASC 260-10-45-26 requires an

entity to increase the weighted average number of common
shares outstanding by the incremental amount of shares when
calculating diluted EPS. As described in FASB ASC 26010-45, depending upon the type of potentially dilutive security, an entity should use the treasury stock method for
options, warrants, and similar instruments; reverse treasury
stock method for written put options or forward purchase
contracts; or if-converted method for convertible securities
to determine this incremental amount.

IFRSs
sented in the statement of comprehensive income, an entity
should present basic and diluted EPS for profit or loss from
continuing operations and profit or loss for the period, attributable to equity holders of the parent, in the statement of
comprehensive income. An entity should present basic and
diluted EPS with equal prominence.
3.370 An entity should disclose basic and diluted EPS even

when the amount is negative. An entity should disclose EPS
from discontinued operations either on the face of the statement or in the notes.
3.371 IAS 33 also constrains the location where EPS can

be presented when the entity presents both separate and consolidated financial statements.

3.365 Although the requirements are described differently

3.372 IAS 33 permits an entity to disclose EPS effects for

than in IFRSs, paragraphs 22–27 of FASB ASC 260-10-45
requires an entity to apply what is known as the treasury
stock method to determine the effect of an exercise of options, warrants, or similar instruments (for example, stock
purchase contracts) on diluted EPS. This method assumes
that the entity would take the entire proceeds from exercise
and repurchase shares at the average market price for the
period. Therefore, the entity should only include any excess
shares issued over those repurchased in the diluted EPS calculation. Like IFRSs, FASB ASC 260-10-45-37 does not permit
an entity to include purchased put or call options in the calculation because they are antidilutive. Paragraphs 28–32 of
FASB ASC 260-10-45 provide more guidance than IAS 33
on including share-based compensation arrangements in the
calculation, including guidance on how to account for excess
tax benefits associated with these arrangements. IFRSs and
FASB ASC 260-10-45-35 are also consistent in their treatment of written put options and forward purchase contracts,
if dilutive, by assuming that the entity would issue sufficient
shares and use the proceeds to satisfy the contract.

additional components of the statement of comprehensive income with the caveat that it should calculate these per share
amounts based on the weighted average ordinary shares outstanding, determined in accordance with IAS 33 and they are
shown with equal prominence as the required EPS amounts.
An entity should disclose the basis for the numerator and
whether the amounts are before or after tax.

3.366 To determine the effect of convertible securities on

diluted EPS, paragraphs 40–41 of FASB ASC 260-10-45 requires an entity to use the if-converted method, which produces adjustments that are essentially the same as those required by IFRSs. An entity should adjust the numerator for
the posttax consequences of reversing dividend declarations
on preferred shares and interest expense on debt instruments
with a corresponding increase in weighted average common

IFRS ATT 3.361

U.S. GAAP
3.373 Like IFRSs, FASB ASC 260-10-45-2 requires an en-

tity to present EPS for income from continuing operations
and net income on the face of the income statement. Unlike
IFRSs, U.S. GAAP requires an entity with a simple capital
structure (that is, only common stock outstanding) to present
only basic EPS. Like IFRSs, U.S. GAAP requires all other
entities to present basic and diluted EPS for income from continuing operations and net income on the face of the income
statement with equal prominence.
3.374 Like IFRSs, FASB ASC 260-10-45-3 requires an en-

tity that reports a discontinued operation to present basic and
diluted EPS for this line item either on the face of the income
statement or in the notes to the financial statements. However,
U.S. GAAP requires an entity to also report basic and diluted
EPS for a reported extraordinary item.
3.375 Like IFRSs, FASB ASC 260-10-45-5 permits an en-

tity to present additional EPS amounts as long as they are
calculated in accordance with FASB ASC 260-10 and only
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allows disclosure of these additional EPS amounts in the
notes to financial statements. An entity should also disclose
whether these amounts are calculated before or after tax.
3.376 Like IFRSs, FASB ASC 260-10-45-7 requires EPS

data to be presented for all periods for which an income
statement or summary of earnings is presented. If diluted
EPS is reported for at least one period, an entity should report
diluted EPS data for all periods presented, even if they are the
same amounts as basic EPS. When basic and diluted EPS are
the same amount, this paragraph permits a dual presentation
in one line on the income statement.

Disclosure
IFRSs
3.377 IAS 33 requires an entity to disclose the following:

income and share amounts for the effects of all securities that affect EPS (the entity is encouraged to refer
readers to pertinent information in other sections of the
financial statements)
• The effect of preferred dividends on basic EPS
• Information about securities (including those contingently issuable shares) that could potentially dilute basic EPS in the future and were not included in the computation of diluted EPS because they were antidilutive,
with disclosure of their terms and conditions
3.380 FASB ASC 260-10-50-2 also requires the same dis-

closure as IFRSs for any transaction that occurs after the
end of the most recent period but before the financial statements are issued or are available for issue that would have
changed materially the number of common shares or potential common shares outstanding at the end of the period if the
transaction had occurred before the end of the period.

• Amounts used as the numerator in the basic and diluted

EPS calculations and a reconciliation of the numerator
to the amount reported in profit or loss attributed to the
equity holders of the parent, with separate disclosure of
the effects of each class of instrument included;
• Weighted average number of ordinary shares used as the
denominator in the basic and diluted EPS calculations, a
reconciliation of the amounts used for basic and diluted
EPS, and a reconciliation showing the effects of each
class of instrument included;
• Instruments that could potentially dilute EPS but were
not included in the calculation because they were antidilutive, including any contingently issuable shares;
and
• Description of any transaction (for example, issue of
shares for cash), other than those for which an entity is
required to adjust EPS, that occurred after the balance
sheet date and would have changed significantly the
number of shares or potential shares outstanding if the
shares had been issued before the balance sheet date.
3.378 If, in addition to the required basic and diluted EPS,

an entity discloses amounts per share based on a component
of the statement of comprehensive income (or a separate income statement) that is different from that required for IAS
33 (a non-IFRS EPS), IAS 33 requires the entity to calculate that non-IFRS EPS using the weighted average common
shares outstanding, determined in accordance with IAS 33.
In addition, an entity should
• indicate the basis on which the numerator of the
non-IFRS EPS was determined, including whether the
amounts are pretax or posttax;
• disclose the non-IFRS EPS with equal prominence to
basic and diluted EPS presented in the notes; and
• reconcile the component used, if it is not a separate
line item in the statement of comprehensive income (or
separate income statement), with the relevant reported
line item.

Presentation and Disclosure
Excerpts—Continuing Application
Basic and Diluted EPS Reported on One
Line—No Dilutive Potential Shares
3.381

Centum Investment Company Ltd (Mar 2009)
Author’s Note
Centum Investment Company’s financial statements
may not fully reflect the requirements of IAS 1 revised because its fiscal year end is March 31. It was not
required to and did not early adopt the revised standard.
CONSOLIDATED INCOME STATEMENT (in part)
For the year ended 31 March 2009

Profit for the year/period
Earnings per share—
basic & diluted
Dividends per share

Note
13

12 Months to
31 March 2009
Shs’000
313,180

9 Months to
31 March 2008
Shs’000
868,320

14
15

Shs 0.57
Shs Nil

Shs 1.58
Shs 0.45

U.S. GAAP
3.379 Like IFRSs, FASB ASC 260-10-50-1 requires an en-

tity to disclose all of the following for each income statement
presented in the financial statements:
• A reconciliation of the numerators and denominators
of the basic and diluted per-share computations for income from continuing operations, including individual
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NOTES TO THE FINANCIAL STATEMENTS (in part)
For the year ended 31 March 2009

Note 13. Profit for the Year

to a total Shs 247,478,000 was proposed and approved at the
Annual General Meeting.
Payment of dividends is subject to withholding tax at a rate
of 10% for non-resident shareholders and 5% for resident
shareholders.

The profit attributable to shareholders dealt with in the company financial statements is Shs 87,884,000 (2008—Shs
642,152,000).

Basic and Diluted EPS—Net Loss,
Contingently Issuable Shares

Note 14. Earnings Per Share
Earnings per share are calculated by dividing the profit attributable to shareholders by the number of ordinary shares
in issue during the year. There were no potentially dilutive
shares at 31 March 2009 (2008—nil).

Earnings (Shs)
Number of shares in issue
Earnings per share (Shs)
—Basic
—Diluted

12 Months to
31 March 2009
313,180,000
549,951,830

9 Months to
31 March 2008
868,320,000
549,951,830

0.57
0.57

1.58
1.58

3.382

Allied Irish Bank plc (Dec 2009)
Author’s Note
Allied Irish Bank (AIB) discloses an additional nonGAAP measure of earnings per share in a note disclosure. This calculation makes adjustments for income
statement items that AIB believes do not reflect its performance. AIB explains its rationale as follows:
“Although not required under IFRS, adjusted earnings per share is presented to help readers understand
the underlying performance of the Group. The adjustments in 2009, 2008 and 2007 are items that management believe do not reflect the underlying business
performance. Only material profits on disposal of businesses are excluded in the calculation of adjusted EPS.
The adjustments listed. . .are shown net of taxation.”

Note 15. Proposed Dividend
The directors do not propose a dividend in respect of the year
ended 31 March 2009. In 2008, Shs 0.45 per share amounting

CONSOLIDATED INCOME STATEMENT (in part)
For the year ended 31 December 2009

Notes
$
(Loss)/profit for the period
Attributable to:
Owners of the parent
Non-controlling interests
Basic (loss)/earnings per share
Diluted (loss)/earnings per share
(1)

2009
€m
(2,334)

Restated (1)
2008
€m
890

18

(2,413)
79
(2,334)

772
118
890

1,952
117
2,069

19(a)
19(b)

(215.2c)
(215.2c)

83.4c
83.3c

218.3c
216.8c

Restated due to change in accounting policy for insurance contracts—see Accounting policies—Basis of preparation.
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2007
€m
2,069

P1: PjU
ACPA166-03(7)

AICPA

AICPA-IFRS-ATT.cls

December 23, 2010

19:30

459

Section 3: Statement of Comprehensive Income and Related Disclosures

NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (in part)
Note 19. Earnings Per Share
The calculation of basic earnings per unit of €0.32 ordinary share is based on the (loss)/profit attributable to ordinary shareholders divided by the weighted average ordinary
shares in issue excluding treasury shares and own shares
held.
The diluted earnings per share is based on the (loss)/profit
attributable to ordinary shareholders divided by the weighted
average ordinary shares in issue excluding treasury shares
and own shares held adjusted for the effect of dilutive potential
ordinary shares.

2009
€m
(a) Basic
(Loss)/profit attributable to equity holders of the parent
Distributions to other equity holders (note 21)
Gain on redemption of RCI and LPI recognised in equity (note 7)
(Loss)/profit attributable to ordinary shareholders

Weighted average number of shares in issue during the period
Contingently issuable shares(2)
Weighted average number of shares
(Loss)/earnings per share

(2,413)
(44)
538
(1,919)

880.6
11.5
892.1
EUR (215.2c)

2009
€m
(b) Diluted
(Loss)/profit attributable to ordinary shareholders (note 19(a))
Dilutive impact of potential ordinary shares in subsidiary and associated companies
Adjusted (loss)/profit attributable to ordinary shareholders

Weighted average number of shares in issue during the period
Dilutive effect of options outstanding
Contingently issuable shares(2)
Potential weighted average number of shares
(Loss)/earnings per share—diluted
(1)
(2)

(3)

(1,919)
—
(1,919)

880.6
— (3)
11.5
892.1
EUR (215.2c)

Restated (1)
2008
€m
772
(38)
—
734

Restated (1)
2007
€m
1,952
(38)
—
1,914

Number of Shares (Millions)
879.9
876.7
—
—
879.9
876.7
EUR 83.4c
EUR 218.3c
Restated (1)
2008
€m
734
(1)
733

Restated (1)
2007
€m
1,914
(2)
1,912

Number of Shares (Millions)
879.9
876.7
0.2
5.2
—
—
880.1
881.9
EUR 83.3c
EUR 216.8c

Restated due to change in accounting policy for insurance contracts—see Accounting policies—Basis of preparation.
Contingently issuable shares are treated as outstanding from 14 December 2009, the date the ‘Dividend Stopper’ came into effect (see note
55 (vi)). The shares relate to the number of shares (on a time apportioned basis) that would issue to the NPRFC, if the coupon on the €3.5
billion Preference Shares is not paid in cash.
The incremental shares from assumed conversions of options and warrants are not included in calculating the diluted per share amounts
because they are anti-dilutive.
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Note 20. Adjusted Earnings Per Share
Profit Attributable
2009
€m
(a) Basic Earnings Per Share
As reported (note 19(a))
Adjustments:
Construction contract income (note 14)
Hedge volatility(2)
Profit on disposal of property(3)
Profit on disposal of businesses (note 15)
Gain on redemption of capital instruments (note 7)

Restated (1)
2008
€m

Earnings Per Share
Restated (1)
2007
€m

2009
cent

(1)
(2)
(3)

Restated (1)
2007
cent

(1,919)

734

1,914

(215.2)

83.4

218.3

(1)
27
(17)
—
(1,161)
(3,071)

(11)
(26)
(1)
(106)
—
590

(48)
—
(58)
—
—
1,808

(0.1)
3.0
(1.9)
—
(130.2)
(344.4)

(1.2)
(3.0)
(0.2)
(12.0)
—
67.0

(5.5)
—
(6.6)
—
—
206.2

Profit Attributable

Diluted earnings per share
As reported (note 19(b))
Adjustments:
Construction contract income (note 14)
Hedge volatility(2)
Profit on disposal of property(3)
Profit on disposal of businesses (note 15)
Gain on redemption of capital instruments (note 7)

Restated (1)
2008
cent

(1)

Earnings Per Share
Restated
2007
€m

(1)

Restated (1)
2008
cent

Restated (1)
2007
cent

2009
€m

Restated
2008
€m

(1,919)

733

1,912

(215.2)

83.3

216.8

(1)
27
(17)
—
(1,161)
(3,071)

(11)
(26)
(1)
(106)
—
589

(48)
—
(58)
—
—
1,806

(0.1)
3.0
(1.9)
—
(130.2)
(344.4)

(1.2)
(3.0)
(0.2)
(12.0)
—
66.9

(5.5)
—
(6.5)
—
—
204.8

2009
cent

Restated due to change in accounting policy for insurance contracts—see Accounting policies—Basis of preparation.
Hedge volatility (hedging ineffectiveness and derivative volatility) is included in net trading income.
Profit on disposal of property is related to the sale and leaseback programme (see note 13).

Although not required under IFRS, adjusted earnings per
share is presented to help readers understand the underlying
performance of the Group. The adjustments in 2009, 2008
and 2007 are items that management believe do not reflect
the underlying business performance. Only material profits
on disposal of businesses are excluded in the calculation of
adjusted EPS. The adjustments listed above are shown net
of taxation.
Distributions to other equity holders are recognised in equity when declared by the Board of Directors. In 2009, the distribution on the €500m Reserve Capital Instruments (“RCIs”)
amounted to €44 million (2008: €38 million; 2007: €38 million) including a coupon of €6 million which was paid in June
2009 in conjunction with the redemption of €258 million of the
RCI (see notes 7 and 52).

Note 22. Distributions on Equity Shares
2009
Ordinary Shares of €0.32 Each
Final dividend 2008 (2007; 2006)
Interim dividend 2009 (2008; 2007)
Total
No dividends were paid during 2009.
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—
—
—

2008
Cent Per €0.32 Share
51.2
30.6
81.8

2007

2009
€m

2008
€m

2007
€m

46.5
27.8
74.3

—
—
—

451
270
721

407
245
652
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Basic and Diluted EPS—Continuing
Operations, Discontinued Operations,
Disclosure of Transactions With Shareowners
3.383

Vodafone Group plc (Mar 2009)
Author’s Note
Vodafone Group’s financial statements may not fully
reflect the requirements of IAS 1 revised because its
fiscal year end is March 31. It was not required to and
did not early adopt the revised standard.
CONSOLIDATED INCOME STATEMENT (in part)
For the years ended 31 March

2009
£m
4,189
(1,109)
3,080
—
3,080

2008
£m
9,001
(2,245)
6,756
—
6,756

Restated
2007
£m
(2,383)
(2,423)
(4,806)
(416)
(5,222)

23

3,078
2
3,080

6,660
96
6,756

(5,351)
129
(5,222)

Basic earnings/(loss) per share
Profit/(loss) from continuing operations
Loss from discontinued operations
Profit/(loss) for the financial year

8
8,30
8

5.84p
—
5.84p

12.56p
—
12.56p

(8.94)p
(0.76)p
(9.70)p

Diluted earnings/(loss) per share
Profit/(loss) from continuing operations
Loss from discontinued operations
Profit/(loss) for the financial year

8
8, 30
8

5.81p
—
5.81p

12.50p
—
12.50p

(8.94)p
(0.76)p
(9.70)p

Note
Profit/(loss) before taxation
Income tax expense
Profit/(loss) for the financial year from continuing operations
Loss for the financial year from discontinued operations
Profit/(loss) for the financial year
Attributable to:
—Equity shareholders
—Minority interests

6
30

NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (in part)
Note 7. Equity Dividends

Declared During the Financial Year:
Final dividend for the year ended 31 March 2008: 5.02 pence per share (2007: 4.41 pence per share, 2006:
3.87 pence per share)
Interim dividend for the year ended 31 March 2009: 2.57 pence per share (2008: 2.49 pence per share, 2007:
2.35 pence per share)
Proposed After the Balance Sheet Date and Not Recognised as a Liability:
Final dividend for the year ended 31 March 2009: 5.20 pence per share (2008: 5.02 pence per share, 2007:
4.41 pence per share)

2009
£m

2008
£m

2007
£m

2,667

2,331

2,328

1,350
4,017

1,322
3,653

1,238
3,566

2,731

2,667

2,331
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Note 8. Earnings/(Loss) Per Share

Weighted average number of shares for basic earnings/(loss) per share
Effect of dilutive potential shares: restricted shares and share options(1)
Weighted average number of shares for diluted earnings/(loss) per share

2009
Millions
52,737
232
52,969

2008
Millions
53,019
268
53,287

Restated
2007
Millions
55,144
—
55,144

£m

£m

£m

3,078
—
3,078

6,660
—
6,660

(4,932)
(419)
(5,351)

Earnings/(loss) for basic and diluted earnings per share:
Continuing operations
Discontinued operations(2)
Total
(1)
(2)

In the year ended 31 March 2007, 215 million shares have been excluded from the calculation of diluted loss per share as they are not
dilutive.
See note 30 for further information on discontinued operations, including the per share effect of discontinued operations.

Note 19. Called Up Share Capital
2009
Number

£m

2008
Number

£m

Authorised:
Ordinary shares of 11 3/7 US cents each
B shares of 15 pence each
Deferred shares of 15 pence each

68,250,000,000
38,563,935,574
28,036,064,426

4,875
5,784
4,206

68,250,000,000
38,563,935,574
28,036,064,426

4,875
5,784
4,206

Ordinary Shares Allotted, Issued and Fully Paid (1) :
1 April
Allotted during the year
Cancelled during the year
31 March

58,255,055,725
51,227,991
(500,000,000)
57,806,283,716

4,182
3
(32)
4,153

58,085,695,298
169,360,427
—
58,255,055,725

4,172
10
—
4,182

87,429,138
(87,429,138)
—

13
(13)
—

132,001,365
(44,572,227)
87,429,138

20
(7)
13

B Shares Allotted, Issued and Fully Paid (2) :
1 April
Redeemed during the year
31 March
(1)

(2)

At 31 March 2009, the Group held 5,322,411,101 (2008: 5,132,496,335) treasury shares with a nominal value of £382 million (2008: £368
million). The market value of shares held was £6,533 million (2008: £7,745 million). During the year, 41,146,589 (2008: 101,466,161) treasury
shares were reissued under Group share option schemes.
On 31 July 2006, the Company undertook a return of capital to shareholders via a B share scheme and associated share consolidation. A total
of 66,271,035,240 B shares were issued on that day, and 66,271,035,240 existing ordinary shares of 10 US cents each were consolidated
into 57,987,155,835 new ordinary shares of 11 3/7 cents each. B shareholders were given the alternatives of initial redemption or future
redemption at 15 pence per share or the payment of an initial dividend of 15 pence per share. The initial redemption took place on 4 August
2006 with future redemption dates on 5 February and 5 August each year until 5 August 2008 when the Company redeemed all B shares still
in issue at their nominal value of 15 pence. B shareholders that chose future redemption were entitled to receive a continuing non-cumulative
dividend of 75 per cent of sterling LIBOR payable semi-annually in arrear until they were redeemed. The continuing B share dividend is
shown within financing costs in the income statement.
By 31 March 2009, total capital of £9,026 million had been returned to shareholders, £5,735 million by way of capital redemption and
£3,291 million by way of initial dividend (note 21). During the period, a transfer of £15 million (2008: £7 million) in respect of the B shares
has been made from retained losses (note 23) to the capital redemption reserve (note 21). The redemptions and initial dividend are shown
within cash flows from financing activities in the cash flow statement.

Allotted during the year

UK share awards and option scheme awards
US share awards and option scheme awards
Total for share awards and option scheme awards

IFRS ATT 3.383

Number
49,130,811
2,097,180
51,227,991

Nominal Value
£m
3
—
3

Net Proceeds
£m
72
5
77
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Note 21. Transactions With Equity Shareholders
(in part)
Share Premium
Account
£m
42,934
74
—
—
—
—
—
—
—
43,008

31 March 2008
Issue of new shares
Own shares released on vesting of share awards
Purchase of own shares
Cancellation of own shares held
Other receipts from reissue of own shares
BEE(1) initial share-based payment charge
B share capital redemption
Share-based payment charge, inclusive of tax charge of £9 million
31 March 2009
(1)

Own Shares
Held
£m
(7,856)
—
59
(1,000)
755
6
—
—
—
(8,036)

Additional
Paid-In Capital
£m
100,151
(70)
—
—
—
—
39
—
119
100,239

Capital
Redemption
Reserve
£m
10,054
—
—
—
32
—
—
15
—
10,101

BEE refers to the broad based black economic empowerment transaction undertaken by Vodacom in South Africa.

Note 30. Disposals and Discontinued Operations
(in part)
Income Statement and Segment Analysis
of Discontinued Operations
Restated
2007
£m
520
—
520
(402)
—
—
118
8
126

Segment revenue
Inter-segment revenue
Net revenue
Operating expenses
Depreciation and amortisation(1)
Impairment loss
Operating profit/(loss)
Net financing costs
Profit/(loss) before taxation
Taxation relating to performance of discontinued operations
Loss on disposal(2)
Taxation relating to the classification of the discontinued
operations
Loss for the financial year from discontinued operations
Basic loss per share
Diluted loss per share
(1)
(2)
(3)

(3)

(15)
(672)
145
(416)
(0.76)p
(0.76)p

Including gains and losses on disposal of fixed assets.
Includes £719 million of foreign exchange differences transferred
to the income statement on disposal.
Amount attributable to equity shareholders for the year ended
31 March 2007 was a loss of £419 million.

Basic and Diluted EPS—Accounting Policy
Disclosure, Convertible Bonds
3.384

Pargesa Holding AG (Dec 2009)
CONSOLIDATED INCOME STATEMENT (in part)
2009
CHF
Million

2008
CHF
Million

1,586.3
794.6

(927.5)
(406.7)

791.7

(520.8)

20

9.35

(6.15)

20

8.81

(6.15)

Note
Net profit for the period (including
minorities)
—attributable to minority interests
—attributable to Pargesa shareholders
(Group share)
Basic net earnings per share in CHF
(Group share)
Diluted net earnings per share in CHF
(Group share)

NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (in part)
Note 1. Accounting Policies (in part)
Earnings Per Share
Basic earnings per share are computed by dividing the
Group’s net profit by the weighted average number of shares
outstanding during the period, treasury shares excepted.
Diluted earnings per share are calculated from the weighted
average number of shares outstanding, adjusted for the presumption that the exercise of all the share options has a potentially dilutive effect and taking into account the impact of
the conversion of convertible and exchangeable bonds.
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Note 20. Basic and Diluted Earnings Per Share
2009
84’638’370

2008
84’638’370

9’540’448
94’178’818

9’529’478
94’167’848

CHF Million
Net earnings (Group share)—basic
Dilutive effect of ordinary shares
Net earnings (Group share)—diluted

2009
791.7
38.3
830.0

2008
(520.8)
(0.3)
(521.1)

CHF Per Share
Basic net earnings per share (Group share)
Diluted net earnings per share (Group share)

2009
9.35
8.81

2008
(6.15)
(6.15)

Average number of shares taken into consideration—basic
Dilutive effect of ordinary shares:
—Bonds exchangeable for shares
Average number of shares taken into consideration—diluted

Note 21. Dividend Paid and Proposed by Pargesa
Holding SA
CHF Million

2009

2008

Dividend for the previous period paid during the year(1)

221.8

221.8

(1)

CHF 2.62 for each bearer share/CHF 0.262 for each registered share in 2009 and CHF 2.62 for each bearer share/CHF 0.262 for each
registered share in 2008.

Basic and Diluted EPS—Stock Split,
Identification of Antidilutive Securities
Not Included in EPS
3.385

Seven Arts Pictures plc (Jun 2009)
Author’s Note
Seven Arts Pictures’ financial statements may not fully
reflect the requirements of IAS 1 revised because its
fiscal year end is June 30. It was not required to and
did not early adopt the revised standard.
CONSOLIDATED STATEMENTS OF OPERATIONS
AND OTHER COMPREHENSIVE INCOME/(LOSS)
(in part)

Notes
Profit/(loss) after taxes
Profit/(loss) per share in cents
Diluted profit/(loss) per share in cents

IFRS ATT 3.385

6
6

Unaudited
Year Ended
June 30, 2009
$4,736,965
78.3
58.1

Audited
3 Months Ended
June 30, 2008
$356,621
7.3
4.3

Audited
Year Ended
March 31, 2008
$(4,557,885)
( 97.5)
( 97.5)
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NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (in part)
Note 6. Earnings Per Share
The Group calculates net income (loss) per share in accordance with International Accounting Standard 33, Earnings
per Share (“IAS 33”). Basic net income (loss) per share is
calculated based on the weighted average common shares
outstanding for the period presented and all have been adjusted to reflect the Group’s 5:1 reverse stock split which occurred on December 31, 2008.

Retained profit/(loss) for the period
Earnings/(loss) per share (in cents)
Diluted earnings/(loss) per share (in cents)
Continuing operations
Earnings/(loss) per share (in cents)
Diluted earnings/(loss) per share (in cents)

Year Ended
30-Jun. 2009
$4,736,965
78.3
57.0

3 Months Ended
30-Jun. 2008
$356,621
7.3
4.3

Year Ended
31-Mar. 2008
$(4,557,885)
(97.5)
(97.5)

78.3
58.1

7.3
4.3

(97.5)
(97.5)

The weighted average number of shares outstanding is calculated by time-apportioning the shares outstanding during the
year. The diluted earnings per ordinary share are calculated
based on the weighted average number of shares outstanding plus the weighted average number of potential ordinary
shares, as follows:

Weighted average number of ordinary shares for the purposes of basic earnings per share
Effect of dilutive potential ordinary shares:
—convertible preference shares
—convertible debt
—share options
Weighted average number of ordinary shares for the purposes of diluted earnings per share

Year Ended
30-Jun. 2009
6,051,453

3 Months Ended
30-Jun. 2008
4,870,800

Year Ended
31-Mar. 2008
4,676,301

1,138,000
700,000
257,500
8,146,953

2,400,000
700,000
285,055
8,255,855

2,400,000
700,000
75,315
7,851,616

For the year ended March 31, 2008, the convertible preference shares and convertible debt in issue were anti-dilutive
as a loss had arisen in the period. In accordance with IAS 33,
anti-dilutive potential shares are not included in the diluted
earnings per share calculation.
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SECTION 4: STATEMENT OF CHANGES IN EQUITY
AND RELATED DISCLOSURES∗
IAS 1, PRESENTATION OF FINANCIAL
STATEMENTS
IFRIC 17, DISTRIBUTIONS OF
NON-CASH ASSETS TO OWNERS
IFRS Overview and Comparison
to U.S. GAAP
4.01 International Accounting Standard (IAS) 1, Presenta-

tion of Financial Statements, establishes the basis for presentation of general purpose financial statements to ensure
comparability both with the entity’s financial statements of
previous periods and the financial statements of other entities.
This standard establishes overall requirements for the presentation of financial statements, guidelines for their structure,
and minimum requirements for their content. IAS 1 requires
the presentation of both a statement of comprehensive income
and a statement of changes in equity as part of a complete set
of financial statements (see section 3, “Statement of Comprehensive Income and Related Disclosures”). All changes
related to owners in their capacity as owners are shown separately from nonowner changes. Effective for fiscal years beginning on or after January 1, 2009, an entity should allocate
total comprehensive income to the components of equity. IAS
1 no longer permits components of comprehensive income
to be presented in the statement of changes in equity.
Author’s Note
A number of survey companies have fiscal years that
began prior to January 1, 2009. Of these companies,
some did not early adopt the revisions to IAS 1 that
required a separate statement of changes in equity and,
hence, information about the components of equity
may be dispersed in several note disclosures. Other
survey companies may already have been presenting a
statement of changes in equity, but did not early adopt
the revisions to IAS 1 that preclude presentation of the
components of comprehensive income in the statement
of equity.
4.02 IAS 1 also requires disclosures about an entity’s capital

and dividends, including dividends per share.
4.03 General purpose financial statements are those in-

tended to meet the needs of users who are not in a position to
require an entity to prepare reports tailored to their particular
information needs. Although referred to numerous times in
U.S. generally accepted accounting principles (GAAP), general purpose financial statements are not explicitly defined in
∗

Unless otherwise indicated, references to International Accounting Standards Board (IASB) standards and interpretations throughout this 2010
edition of IFRS Accounting Trends & Techniques refer to the version
of those standards and interpretations included in the IFRS 2010 bound
volume, the official printed consolidated text of IASB standards and interpretations, including revisions, amendments, and supporting documents,
issued as of January 1, 2010.

Financial Accounting Standards Board (FASB) Accounting
Standards CodificationTM (ASC).

Presentation
IFRSs
4.04 IAS 1 requires an entity to present a statement of

changes in equity. This statement includes total comprehensive income for the period, showing separately the total
amounts attributable to owners of the parent and to noncontrolling interests. IAS 1 requires the components of other
comprehensive income to be shown in either a single statement of comprehensive income or in a statement of other
comprehensive income accompanying a statement of income.
IAS 1 does not permit an entity to avoid preparing the statement of other comprehensive income by presenting these
components in the statement of changes in equity. IAS 1 now
requires an entity to allocate total comprehensive income to
the separate components of equity.
4.05 In addition, for each component of equity, the state-

ment should provide a reconciliation of the carrying amount
at the beginning and end of the period. This reconciliation
should disclose separately changes resulting from profit or
loss, each item of other comprehensive income, and transactions with owners in their capacity as owners. Contributions
from and distributions to owners and changes in ownership
interests in subsidiaries that do not result in a loss of control
also should be shown separately. International Financial Reporting Interpretations Committee (IFRIC) Interpretation 17,
Distributions of Non-cash Assets to Owners, provides additional guidance for the following two types of nonreciprocal
distributions of assets by an entity to its owners acting in their
capacity as owners:
• Distributions of noncash assets (for example, items of
property, plant, and equipment, and businesses as defined in a International Financial Reporting Standards
(IFRS) 3, Business Combinations, and ownership interests in another entity or disposal groups as defined in
IFRS 5, Non-current Assets Held for Sale and Discontinued Operations), and
• Distributions that give owners a choice of receiving either noncash assets or a cash alternative.
IFRIC 17 was issued in October 2008 and is effective for
annual periods beginning on or after July 1, 2009. Earlier
application is permitted.
4.06 An entity should also show separately changes from

retrospective application of a change in accounting policy or
a retrospective restatement due to an error correction.
4.07 IAS 1 permits the following items to be presented either

on the face of the statement of changes in equity or in the
notes:
• Amount of dividends recognized as distributions to
owners during the period, and
• Related dividends per share
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U.S. GAAP

U.S. GAAP

4.08 Unlike IFRSs, components of comprehensive income

4.12 Dividends and related per share amounts may be shown

can be shown in the statement of changes in equity. However,
FASB ASC 220-10-45-10 does state that displaying comprehensive income in an income-statement-type format is superior to display in a statement of changes in equity. In addition,
if an entity is not a Securities and Exchange Commission
(SEC) registrant, the entity may present changes in equity
in either a statement or in the notes. Additional information
is required when an entity does not present comprehensive
income in the statement of changes in equity. See FASB ASC
220-10-45-14 for additional information.

in the statement of changes in equity, the notes, or in the
statement of financial position. The latter is an additional
option not available in IFRSs.

4.09 Like IFRSs, according to FASB ASC 220-10-45-3,

an entity should present owner-related changes separately
from nonowner-related changes in the statement of changes
in equity.

Disclosure
IFRSs
4.10 IAS 1 requires disclosure of information to enable

users of the financial statements to evaluate the entity’s objectives, policies, and processes for managing capital. This
disclosure should include the following:
a. Qualitative information about its objectives, policies,
and processes for managing capital, including the
following:
i. A description of what it manages as capital.
ii. When an entity is subject to externally imposed capital requirements, the nature of those requirements
and how an entity incorporates those requirements
into its capital management polices and procedures.
iii. How the entity meets its objectives for managing
capital.
b. Summary quantitative data about what the entity manages as capital. {Some entities regard some financial
liabilities (for example, some forms of subordinated
debt) as part of capital. Other entities regard capital
as excluding some components of equity (for example,
components arising from cash flow hedges).}
c. Any changes in (a) and (b) from the previous period.
d. Whether, during the period, the entity complied with
any externally imposed capital requirements to which
it was subject.
e. When the entity has not complied with such externally
imposed capital requirements, the consequences of such
noncompliance.
The entity should base these disclosures on the information
provided internally to key management personnel.
4.11 Additional dividend disclosures include the following:
• Amount of dividends proposed or declared before the

financial statements were authorized for issue, but not
recognized as a distribution to owners during the period,
and the related amount per share
• Amount of any cumulative preference dividends not
recognized

IFRS ATT 4.08

4.13 FASB ASC 810-10-50-1A (d) requires an entity to pro-

vide in a note disclosure a separate schedule that shows the
effects of any changes in a parent’s ownership interest in a
subsidiary on the equity attributable to the parent.

TABLE 4-1: COMPONENTS OF SHAREHOLDERS’
EQUITY
Companies presenting a Statement of Changes in Equity.........
Companies disclosing changes in equity accounts in notes
(data not included in this table)................................................
Total Companies in Survey..................................................
Components Included in the Statement of Shareholders’
Equity:
Number of shares of common (ordinary) shares........................
Number of shares of treasury (own) shares................................
Common (ordinary) share capital (stock)....................................
Preference (preferred) share capital (stock)...............................
Share premium (additional paid-in capital, paid-in capital in
excess of nominal (par) value).................................................
Share capital and share premium combined ..............................
Convertible securities..................................................................
Other equity instruments.............................................................
Treasury (own) shares.................................................................
Shares held by employee benefit trusts (e.g., ESOPs, etc).......
Foreign currency translation reserve...........................................
Revaluation reserve (surplus) (related to revaluation of tangible
assets)......................................................................................
Investment valuation reserve (change in fair value of available
for sale financial assets)...........................................................
Hedging reserve (cash flow and net investment hedges)...........
Share-based compensation reserve...........................................
Actuarial gains and losses on pensions......................................
Retained earnings (undistributed profits)....................................
Noncontrolling (minority) interest.................................................
Other reserves.............................................................................

2009
140
20
160

30
6
140
5
99
8
25
2
66
4
78
8
57
52
24
5
140
98
85

P1: PjU
ACPA166-04

AICPA

AICPA-IFRS-ATT.cls

December 18, 2010

18:2

Section 4: Statement of Changes in Equity and Related Disclosures

469

TABLE 4-2: TYPES OF CHANGES IN SHAREHOLDERS’
EQUITY
Companies Presenting a Statement of Changes
in Shareholders’ Equity
Allocation of total comprehensive income only...........................
Net income...................................................................................
Total Companies...................................................................

2009
58
82
140

Individual items of other comprehensive income........................
Allocation of total other comprehensive income only..................
Total companies presenting net income and other
comprehensive income.......................................................
Specific Line Items Presented:
Cash dividends............................................................................
Preference share dividends.........................................................
Other dividends and shares issued in lieu of dividends..............
Issue of common shares.............................................................
Issue of preference shares..........................................................
Rights issues................................................................................
Treasury share transactions........................................................
Share-based compensation.........................................................
Shares acquired by employee benefit trusts...............................
Exercise of stock options.............................................................
Transfers from revaluation reserve to retained earnings............
Share issuance costs...................................................................
Changes to the scope of consolidation.......................................
Acquisition and disposal of noncontrolling (minority) interest.....
Dividends paid to noncontrolling (minority) interests..................
Government contributions or returns of assets to government..
Adjustment for hyperinflation (with respect to hyperinflation in
subsidiaries).............................................................................
Adjustment to beginning balance due to change in accounting
policy.........................................................................................
Adjustment to beginning balances due to error correction.........
Other............................................................................................

50
32
82
99
5
16
57
6
4
76
89
20
27
30
11
34
54
19
3
2
8
1
83

Presentation and Disclosure
Excerpts—Initial Application
Author’s Note
IAS 1 was revised in 2007 and is effective for annual
reporting periods beginning on or after January 1, 2009.
All of the excerpts below are taken from the financial
statements of survey companies that have applied these
revisions.

IFRS ATT 4.13

P1: PjU
ACPA166-04

AICPA

AICPA-IFRS-ATT.cls

December 18, 2010

470

18:2

IFRS Accounting Trends & Techniques

Issue of Common Shares, Repurchase
of Preference Shares, Cash Dividends
4.14

ABSA Group Limited (Dec 2009)
COMPANY STATEMENT OF CHANGES IN EQUITY
(in part)
For the year ended 31 December

Balance at 1 January 2009
Total comprehensive income
Dividends paid
Shares issued
Repurchase of preference shares held by Batho Bonke
Capital (Proprietary)
Limited
Costs incurred
Movement in share-based payment reserve
Transfer from share-based payment reserve
Value of employee services
Balance at 31 December 2009

Number of
Ordinary
Shares
’000
680,278
—
—
37,932

Share
Capital
Rm
1,361
—
—
76

—
—
—
—
—
718,210

—
—
—
—
—
1,437

ACCOUNTING POLICIES (in part)

Company 2009
Share Based
Share
Payment
Premium
Reserve
Rm
Rm
2,750
322
—
—
—
—
2,495
—
3
(7)
67
67
—
5,308

Retained
Earnings
Rm
9,299
4,571
(3,805)
—

Total
Rm
13,732
4,571
(3,805)
2,571

(1,089)
—
—
—
—
8,976

(1,086)
(7)
43
—
43
16,019

—
—
(24)
(67)
43
298

NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (in part)

For the year ended 31 December

Note 27. Share Capital and Premium
1. Summary of Significant Accounting Policies (in part)

27.1 Ordinary Share Capital

1.8 Share Capital
Group
2009
2008
Rm
Rm

Ordinary Shares
Incremental costs directly attributable to issue of ordinary
shares and share options are recognised as a deduction from
equity.
Preference Share Capital
Preference share capital is classified as equity if it is nonredeemable, or redeemable only at the Company’s option,
and any dividends are discretionary. Dividends thereon are
recognised as distributions within equity.
Preference share capital is classified as a liability if it is
redeemable on a specific future date or at the option of the
shareholders, or if dividend payments are not discretionary.
Dividends thereon are recognised as an interest expense in
the profit and loss component of the statement of comprehensive income.
Where preference shares contain both a liability and an
equity component, such components are classified separately
as financial liabilities and equity components.

IFRS ATT 4.14

Authorised
880,467,500 (2008: 800,000,000) ordinary shares
of R2,00 each
Issued
718,210,043 (2008: 680,278,301) ordinary shares
of R2,00 each
1,841,624 (2008: 2,400,220) treasury shares held
by the Absa Group
Limited Share Incentive Trust
545,111 (2008: 905,111) treasury shares held
by Absa Life Limited
Nil (2008: 500) treasury shares held by Absa
Group Limited
Employee Share Ownership Administrative Trust
Total Issued Capital
Share capital
Share premium

1,761

1,600

1,437

1,361

(4)

(5)

(1)

(2)

—
1,432

(0)
1,354

1,432
4,784
6,216

1,354
2,251
3,605
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Authorised Shares
The authorised share capital was increased during the current
year in terms of article 177.4 of the Articles of Association
of the Company, which states that upon redemption of any
issued redeemable preference share, that issued share shall:
• be automatically cancelled as to its issue, but not as to
its authorisation; and simultaneously
• be automatically converted from an authorised but unissued redeemable preference share to an authorised
but unissued ordinary share of R2,00 each ranking pari
passu in all respects with the authorised ordinary shares
(refer to note 27.2 for the redemption of preference
shares).
Unissued Shares
The unissued shares are under the control of the directors
subject to a limit of 5% of issued ordinary share capital as at
the statement of financial position date, in terms of a general
authority to allot and issue them on such terms and conditions
and at such times as they deem fit. This authority expires at
the forthcoming annual general meeting of the Company.
The Group has a share incentive trust in terms of which
shares are issued and share options are granted. Details of
the share incentive trust are set out in note 55. As required by
IFRS and the JSE Limited, the Share Incentive Trust has been
consolidated into the Group’s annual financial statements.
Shares Issued During the Current Year
The following ordinary shares were issued during the year
to meet the obligation of the Absa Group Limited Employee
Share Ownership Administrative Trust:
• On 17 March 2009, 93,900 shares at R64,80 per share,
being R2,00 par value and R62,80 share premium.
• On 24 June 2009, 434,900 shares at R68,30 per share,
being R2,00 par value and R66,30 share premium.
The following ordinary shares were issued during the year to
meet the obligation of the Absa Group Limited Share Incentive
Trust:
• On 24 June 2009, 753,642 shares at R41,97 per share,
being R2,00 par value and R39,97 share premium.
The following ordinary shares were issued during the year
to meet the obligation of Batho Bonke Capital (Proprietary)
Limited exercising its options to subscribe for ordinary shares:
• On 15 June 2009, 36,649,300 shares at R68,30
per share, being R2,00 par value and R66,30 share
premium.
Shares Issued During the Previous Year
The following ordinary shares were issued during the previous
year to meet the obligation of the Absa Group Limited Share
Ownership Administrative Trust:
• On 13 March 2008, 118,900 shares at R69,00 per share,
being R2,00 par value and R67,00 share premium.
• On 11 June 2008, 91,000 shares at R63,40 per share,
being R2,00 par value and R61,40 share premium.
• On 12 September 2008, 86,300 shares at R69,00
per share, being R2,00 par value and R67,00 share
premium.
• On 15 December 2008, 63,300 shares at R64,10
per share, being R2,00 par value and R62,10 share
premium.

The following ordinary shares were issued to meet the obligation of the Absa Group Limited Share Incentive Trust:
• On 30 June 2008, 1,345,727 shares at R38,43 per
share, being R2,00 par value and R36,43 share
premium.
All shares issued by the Company were paid in full.
27.2 Preference Share Capital—Unlisted
Group
2009
2008
Rm
Rm
Authorised
Nil (2008: 80,467,500) redeemable cumulative
option-holding preference shares of R2,00 each
Issued
Nil (2008: 75,260,000) redeemable cumulative
option-holding preference shares of R2,00 each

—

161

—

151

Authorised and Issued Preference Shares
The authorised and issued preference shares were reduced
when the Group entered into an agreement with Batho Bonke
Capital (Proprietary) Limited (Batho Bonke) to assist in the
partial realisation and exercise of the 73,152,300 options. This
was achieved on 1 June 2009 through the repurchase and
cancellation of 49.9% of the preference shares and the exercise of the remaining 36,649,300 options by Batho Bonke.
The exercise by Batho Bonke of the remaining 50.1% options
was financed partially through the proceeds from the repurchase of 49.9% preference shares and through a three-month
back-up funding facility provided by the Group.
As a result the authorised ordinary share capital was increased in terms of article 177.4 of the Articles of Association
of the Company (refer to note 27.1).
The redeemable cumulative option-holding preference
shares expired on 1 July 2009.
On 1 September 2009, Batho Bonke successfully concluded and raised third-party funding of R1 686 million from
a consortium of financial institutions, thereby replacing the
Group’s back-up funding facility from 1 September 2009. All
conditions precedent have been fulfilled.
Previously these shares met the definition of debt under IAS
32—Financial instruments: Presentation, and were therefore
included under ‘Borrowed funds’ (refer to note 26).
The 73,152,300 preference shares held by Batho Bonke in
2008 were entitled to voting rights equivalent to those of the
listed ordinary shares. The shares held by the Absa Group
Limited Employee Share Ownership Administrative Trust were
not entitled to voting rights.
Shares Redeemed During the Current Year
The following options held by the Absa Group Limited
Share Ownership Administrative Trust were exercised by
employees:
• On 17 March 2009, 93,900 preference shares were redeemed and converted into ordinary share capital at
R64,80 per share, being R2,00 par value and R62,80
share premium.
• On 24 June 2009, 434,900 preference shares were redeemed and converted into ordinary share capital at
R68,30 per share, being R2,00 par value and R66,30
share premium.
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• On 1 July 2009, 1,578,900 preference shares were forfeited and cancelled.
The following options held by Batho Bonke were exercised
and cancelled:
• On 15 June 2009, 36,649,300 preference shares were
redeemed and converted into ordinary share capital at
R68,30 per share, being R2,00 par value and R66,30
share premium.
• On 15 June 2009, 36,503,000 preference shares were
bought back by Absa Group Limited at R29,10 per share
and cancelled.

Shares Redeemed During the Previous Year
The following options held by the Absa Group Limited Employee Share Ownership Administrative Trust were exercised
by employees:
• On 13 March 2008, 118,900 preference shares were
redeemed and converted into ordinary share capital at
R69,00 per share being R2,00 par value and R67,00
share premium.
• On 11 June 2008, 91,000 preference shares were redeemed and converted into ordinary share capital at
R63,40 per share, being R2,00 par value and R61,40
share premium.
• On 12 September 2008, 86,300 preference shares were
redeemed and converted into ordinary share capital at
R69,00 per share, being R2,00 par value and R67,00
share premium.
• On 15 December 2008, 63,300 preference shares were
redeemed and converted into ordinary share capital at
R64,10 per share, being R2,00 par value and R62,10
share premium.

Rights Issue: Proceeds and Costs, Issue
of Treasury Shares
4.15

Sappi Ltd. (Sep 2009)
GROUP STATEMENT OF CHANGES IN EQUITY
(in part)
For the year ended September 2009

Balance—September 2008
Transfer from retained
earnings
Share-based payments
Transfers to Sappi Limited
Share Incentive Trust
Rights issue proceeds
Costs directly attributable to
the rights issue
Issue to M-real
Total comprehensive
income
Dividends—US$0.16 per
share(∗)
Balance—September 2009
Note reference:
(∗)

Ordinary
Share Capital
and Share
Premium

Foreign
Currency
Translation
Reserve

Cash Flow
Hedge
Accounting
Reserve

Retained
Earnings

Total
Equity

(121)

—

895

1,605

6
9

—
—

—
—

(6)
—

—
9

2
575

—
—

—
—

—
—

—
—

2
575

(31)
44

(31)
45

—
—

—
—

—
—

—
—

(31)
45

13

230

243

4

(233)

(14)

(374)

(374)

—
70

—
1,471

—
1,541
17

—
143
19

—
(354)

—
(14)

(37)
478

(37)
1,794

Number of
Ordinary
Shares

Ordinary
Share
Capital

NonDistributable
Reserves
(US$ Million)
707
124

Share
Premium

229.2

28

679

—
—

—
—

—
—

—
—

0.3
275.0

—
28

2
547

—
11.2

—
1

—
—
515.7

Dividends relate to the previous financial year’s earnings but were declared subsequent to year-end.
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NOTES TO THE GROUP ANNUAL FINANCIAL
STATEMENTS (in part)
Note 2. Accounting Policies
The following principal accounting policies have been consistently applied in dealing with items that are considered material in relation to the Sappi Limited group financial statements.
The group has however elected to early adopt IAS 1 Presentation of Financial Statements. This did not have an impact
on the group’s reported results or financial position.

in settlement of part of the consideration for the acquisition of
the M-real graphic paper business.
Included in the issued ordinary shares above are
21,384,559 (September 2008: 9,906,661) shares held as
treasury shares by group entities, including The Sappi Limited
Share Incentive Trust (the Scheme). These may be utilised to
meet the requirements of the Scheme.
The movement in the number of treasury shares is set out
in the table below:
Number of Shares
2009
2008

2.2 Accounting Policies (in part)
2.2.17 Shareholders’ Equity
(i) Share Capital
Share capital issued by the company is recorded as the proceeds received, net of direct issue costs.
Shares repurchased by the issuing company are cancelled.
(ii) Treasury Shares
When share capital recognised as equity is repurchased by
the company or other members of the group, the amount of
the consideration paid, including directly attributable costs, is
recognised as a change in equity.
Shares repurchased by group companies are classified as
treasury shares and are held at cost. These shares are treated
as a deduction from the issued and weighted average number
of shares and the cost price of the shares is presented as a
deduction from total equity.
(iii) Dividends
Dividends are recognised as distributions within equity in the
period in which they are payable to shareholders. Dividends
for the year that are declared after the balance sheet date are
disclosed in the dividends note. Taxation costs incurred on
dividends.

Note 17. Ordinary Share Capital and Share Premium
2009
2008
(US$ Million)
Authorised Share Capital:
725,000,000 (September 2008: 325,000,000)
shares of ZAR 1 each
Issued Share Capital:
537,117,864 (September 2008: 239,071,892)
shares of ZAR 1 each
Share premium

70
1,471
1,541

28
679
707

The authorised ordinary share capital was increased during
the year from 325,000,000 to 1,325,000,000 ordinary shares
with a par value of ZAR 1.00 per share prior to the rights
offer in December 2008. The authorised ordinary share capital was then subsequently reduced from 1,325,000,000 to
725,000,000 ordinary shares with a par value ZAR 1.00 per
share. The issued ordinary share capital increased during the
year from ZAR 239,071,892 to ZAR 537,117,864 with the issue of 286,886,270 rights offer shares and 11,159,702 shares

Treasury shares at beginning of year
(including Scheme shares)
Rights issue shares subscribed
Treasury shares issued to participants
of the Scheme
—Share options (per note 29)
—Share plan options (per note 29)
—Allocation shares (per note 29)
—Restricted shares (per note 29)
—Scheme shares forfeited, released
and other
Treasury shares at end of year

9,906,661
11,860,873

10,600,811
—

(382,975)
(206,140)
(165,491)
(214,660)
(22,000)

(694,150)
(452,200)
—
(273,750)
—

225,316
21,384,559

31,800
9,906,661

Included in the 187,882,136 unissued shares and in the
537,117,864 issued shares are a total of 42,700,870 shares
(adjusted for the rights issue) which may be used to meet the
requirements of the Scheme and/or The Sappi Limited Performance Share Incentive Trust (the Plan). In terms of the rules
of the Scheme and the Plan the maximum number of shares
which may be acquired in aggregate by the Scheme and/or
the Plan and allocated to participants of the Scheme and/or
the Plan from time to time is 42,700,870 shares, subject to
adjustment in case of any increase or reduction of Sappi’s
issued share capital on any conversion, redemption, consolidation, sub-division and/or any rights or capitalisation issue
of shares. Sappi is obliged to reserve and keep available at
all times out of its authorised but unissued share capital such
number of shares (together with any Treasury shares held
by Sappi subsidiaries which may be used for the purposes
of the Scheme and/or the Plan) as shall then be required in
terms of the Scheme and/or the Plan. Authority to use treasury shares for the purposes of the Scheme and/or the Plan
was granted by shareholders at the annual general meeting
held on 7 March 2005.
Since March 1994, 2,970,582 (September 2008:
6,752,522) shares have been allocated to the Scheme
participants and paid for and 11,910,172 (September 2008:
5,772,812) shares have been allocated to the Scheme
participants and not yet paid for. In terms of the Plan,
9,736,450 (September 2008: 3,961,100) shares have been
allocated and remain unpaid for and 165,491 shares have
been allocated and paid for by the Plan participants.
Shares allocated and accepted more than ten years ago
are added back to the number of shares that the Scheme
and/or the Plan may acquire.
The net after tax loss on sale of treasury shares to participants written off against share premium for September 2009
was US$ 0.5 million (September 2008: US$ 1 million).
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safeguard the group’s ability to meet its liquidity requirements
(including capital expenditure commitments), repay borrowings as they fall due and continue as a going concern.
The group monitors its gearing through a ratio of net debt
(interest bearing borrowings and overdraft less cash and cash
equivalents) to total capitalisation (shareholders equity plus
net debt).
The group has entered into a number of debt facilities which
contain certain terms and conditions in respect of capital
management.
During fiscal 2009 and 2008 we were in compliance with
the financial covenants relating to the material loans payable.
The group’s strategy with regard to capital risk management
remains unchanged from 2008.

Capital Risk Management
The capital structure of the group consists of:
• issued share capital and premium and accumulated
profits disclosed above and in the statement of changes
in equity respectively;
• debt, which includes interest bearing borrowings and
obligations due under finance leases disclosed under
note 20; and
• cash and cash equivalents.
The group’s capital management objective is to achieve an
optimal weighted average cost of capital while continuing to

Acquisitions and Disposals of Noncontrolling
Interests, Hyperinflation Restatement,
Capital Reduction
4.16

Telefónica S.A. (Dec 2009)
CONSOLIDATED STATEMENT OF CHANGES
IN EQUITY (MILLIONS OF EUROS) (in part)
Attributable to Equity Holders of the Parent
Share
Share
Legal Revaluation
Capital Premium Reserve
Reserve
Financial position at
December 31, 2008

Treasury
Shares

AvailableRetained
for-Sale
Earnings Investments

Equity of Translation
Hedges Associates Differences

Total

NonControlling
Interests

Total
Equity

4,705

460

984

172

(2,179)

16,069

(566)

1,413

(216)

(3,611)

17,231

2,331

19,562

Profit for the year
Other comprehensive
income (loss)

—

—

—

—

—

7,776

—

—

—

—

7,776

161

7,937

—

—

—

—

—

(136)

527

(609)

235

1,625

1,642

359

2,001

Total comprehensive
income

—

—

—

—

—

7,640

527

(609)

235

1,625

9,418

520

9,938

—

—

—

—

—

(4,557)

—

—

—

—

(4,557)

(295)

(4,852)

—

—

—

—

—

—

—

—

—

613

613

—

613

—

—

—

—

(656)

—

—

—

—

—

(656)

—

(656)

—

—

—

—

—

—

—

—

—

—

—

(122)

(122)

(141)
—

—
—

—
—

—
(15)

2,308
—

(2,167)
(300)

—
—

—
—

—
—

—
—

—
(315)

—
106

—
(209)

4,564

460

984

157

(527)

16,685

(39)

804

19

(1,373)

21,734

2,540

24,274

Dividends paid
(Note 12)
Hyperinflation
restatement to
01/01/09
Net movement in
treasury shares
Acquisitions and
disposals of
Non-controlling
interests
Capital reduction
(Note 12)
Other movements
Financial position at
December 31, 2009
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NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (CONSOLIDATED ANNUAL
ACCOUNTS) FOR THE YEAR ENDED
DECEMBER 31, 2009 (in part)
Note 2. Basis of Presentation of the Consolidated
Financial Statements (in part)
The accompanying consolidated financial statements were
prepared from the accounting records of Telefónica, S.A. and
of each of the companies comprising the Telefónica Group,
whose individuals financial statements were prepared in accordance with the generally accepted accounting principles
prevailing in the various countries in which they are located,
and for purposes of these consolidated financial statements
are presented in accordance with the International Financial
Reporting Standards (IFRS) as issued by the International
Accounting Standards Board (IASB) which do not differ for
the purposes of the Telef ó nica Group from IFRS as adopted
by the European Union, to give a true and fair view of the
consolidated equity and financial position at December 31,
2009, and of the consolidated results of operations, changes
in consolidated equity and the consolidated cash flows obtained and used in the year then ended. The figures in these
consolidated financial statements are expressed in millions
of euros, unless otherwise indicated, and therefore may be
rounded. The euro is the Group’s reporting currency.

each party agreed to invest the equivalent of 1,000 million US
dollars in ordinary shares of the other party.
On October 21, 2009, the mutual share exchange was
implemented through the subscription by Telefónica, S.A.,
through its wholly owned subsidiary Telefónica Internacional,
S.A.U., of 693,912,264 newly issued shares of China Unicom, satisfied by a contribution in kind to China Unicom of
40,730,735 shares of Telefónica, S.A. (see Note 12).
Following the completion of the transaction, Telefónica increased its share of China Unicom’s voting share capital from
5.38% to 8.06% and obtained the right to appoint a member
to its board of directors, while China Unicom became owner
of approximately 0.87% of Telefónica’s voting share capital
at that date. Subsequently, after a capital reduction carried
out by China Unicom, the Telefónica Group reached a shareholding equivalent to 8.37% of the company’s voting share
capital.
The investment in China Unicom is now included in the consolidation scope under the equity method. The total amount
of this investment at December 31, 2009 amounts to 2,301
million euros.

Note 3. Accounting Policies (in part)
The principal accounting policies used in preparing the accompanying consolidated financial statements are as follows:
i) Financial Assets and Liabilities (in part)

Comparative Information and Main Changes
in the Consolidation Scope

Preferred Stock

The accompanying consolidated statements of comprehensive income and consolidated statements of changes in equity for the year ended December 31, 2009 are presented in
accordance with the amendment to IAS 1 “Revised Presentation of Financial Statements” (see Note 3.s). Accordingly,
the information presented for the years ended December 31,
2008 and 2007 has been adapted to such amendment, and,
therefore, differs, on a presentation basis, from the information contained in the approved 2008 and 2007 consolidated
financial statements.
The main changes in the consolidation scope affecting comparability of the consolidated information for 2009 and 2008
(see Appendix I for a more detailed explanation of the changes
in consolidation scope in both years and the main transactions
in 2007) are as follows:

Preferred shares are classified as a liability or equity instrument depending on the issuance terms. A preferred share
issue is considered equity only when the issuer is not obliged
to give cash or another financial instrument in the form of either principle repayment or dividend payment, whereas it is
recorded as a financial liability on the statement of financial
position whenever the Telefónica Group does not have the
right to avoid cash payments.

2009 (in part)

Acquisitions of Equity Shares of Subsidiaries From
Non-Controlling Interests

c) Share Exchange Between Telefónica, S.A. and China
Unicom Limited, and Signing of Strategic Alliance
Agreement
On September 6, 2009, Telefónica and the Chinese telecommunications company, China Unicom (Hong Kong) Limited
(“China Unicom”) entered into a wide strategic alliance which
includes, among others, the areas of: the joint procurement of
infrastructure and client equipment; common development of
mobile service platforms; joint provision of services to multinational customers; roaming; research and development; cooperation and sharing of best practices and technical, operational and management know-how; joint development of
strategic initiatives in the area of the network evolution and
joint participation in international alliances; and exchange of
senior management.
In addition, on the same date, Telefónica and China Unicom
executed a mutual share exchange agreement through which

k) Treasury Shares
Treasury shares are stated at cost and deducted from equity.
Any gain or loss obtained on the purchase, sale, issue or
cancellation of treasury shares is recognized directly in equity.
r) Acquisitions and Disposals of Non-Controlling Interests

The Telefónica Group treats increases in equity investments
of companies already controlled by the Group via purchases
of non-controlling interests by recognizing any difference between the acquisition price and the carrying amount of the
minority interest’s participation as goodwill.
Disposals of Investments in Subsidiaries Without
Relinquishing Control
In transactions involving the sale of investments in subsidiaries in which the Group retains control, the Telefónica
Group derecognizes the carrying amount of the shareholding
sold, including any related goodwill. The difference between
this amount and the sale price is recognized as a gain or loss
in the consolidated income statement.
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Commitments to Acquire Non-Controlling Interests
(Put Options)
Put options granted to non-controlling interests of subsidiaries
are measured at the exercise price and classified as a financial liability, with a deduction from non-controlling interests on
the consolidated statement of financial position. Where the
exercise price exceeds the balance of non-controlling interests, the difference is recognized as an increase in the goodwill of the subsidiary. At each reporting date, the difference is
adjusted based on the exercise price of the options and the
carrying amount of non-controlling interests.

Note 12. Equity
a) Share Capital and Share Premium
At December 31, 2009, Telefónica, S.A.’s share capital amounted to 4,563,996,485 euros and consisted of
4,563,996,485 fully paid ordinary shares of a single series,
par value of 1 euro, all recorded by the book-entry system
and traded on the Spanish electronic trading system (“Continuous Market”), where they form part of the Ibex 35 Index,
on the four Spanish Stock Exchanges (Madrid, Barcelona, Valencia and Bilbao) and listed on the New York, London, Tokyo,
Buenos Aires, Sao Paulo and Lima Stock Exchanges.
With respect to authorizations given regarding share capital, on June 21, 2006, authorization was given at the Annual
Shareholders’ Meeting of Telefónica, S.A. for the Board of Directors, at its discretion and in accordance with the Company’s
needs, to increase the Company’s capital, at one or several
times, within a maximum period of five years from that date,
under the terms of Article 153.1 b) of the Spanish Corporation
Law (authorized capital) up to a maximum increase of 2,460
million euros, equivalent to half of the Company’s share capital at that date, by issuing and placing new ordinary shares,
be they ordinary or of any other type permitted by the Law,
with a fixed or variable premium, with or without pre-emptive
subscription rights and, in all cases, in exchange for cash, and
expressly considering the possibility that the new shares may
not be fully subscribed in accordance with the terms of Article
161.1 of the Spanish Corporation Law. The Board of Directors was also empowered to exclude, partially or fully, preemptive subscription rights under the terms of Article 159.2
of the Spanish Corporation Law and related provisions.
In addition, at the May 10, 2007 Shareholders’ Meeting,
authorization was given for the Board of Directors to issue
fixed-income securities and preferred shares at one or several
times within a maximum period of five years from that date.
These securities may be in the form of debentures, bonds,
promissory notes or any other kind of fixed-income security,
plain or, in the case of debentures and bonds, convertible
into shares of the Company and/or exchangeable for shares
of any of the group companies. They may also be preferred
shares. The total maximum amount of the securities issued
agreed under this authorization is 25,000 million euros or the
equivalent in another currency. As at December 31, 2009, the
Board of Directors had exercised these powers, approving
three programs to issue corporate promissory notes for 2008,
2009 and 2010.
In addition, on June 23, 2009, shareholders voted to authorize the acquisition by the Board of Directors of treasury
shares, for a consideration, up to the limits and pursuant to the
terms and conditions established at the Shareholders’ Meeting, within a maximum period of 18 months from that date.
However, it specified that in no circumstances could the par
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value of the shares acquired, added to that of the treasury
shares already held by Telefónica, S.A. and by any of its controlled subsidiaries, exceed the maximum legal percentage at
any time (currently 10% of Telefónica, S.A.’s share capital).
Finally, on December 28, 2009, the deed of capital reduction formalizing the implementation by the Company’s Board
of Directors of the resolution adopted by the Shareholders’
Meeting on June 23, 2009, was executed. Capital was reduced through the cancellation of treasury shares previously
acquired by the Company as authorized by the Shareholders’
Meeting. As a result, 141,000,000 Telefónica, S.A. treasury
shares were cancelled and the Company’s share capital was
reduced by a nominal amount of 141,000,000 euros. Article 5
of the Corporate Bylaws relating to the amount of share capital was amended accordingly to show 4,563,996,485 euros.
At the same time, a reserve was recorded for the cancelled
shares for 141 million euros. The balance of this reserve at
December 31, 2009 was 498 million euros. The cancelled
shares were delisted on December 30, 2009.
Proposed Appropriation of Profit Attributable to Equity
Holders of the Parent
Telefónica, S.A. obtained 6,252 million euros of profit in 2009.
At its meeting of April 29, 2009, Telefónica, S.A.’s Board
of Directors resolved to pay an interim dividend against 2009
profit of a fixed gross 0.5 euros for each of the Company’s outstanding shares carrying dividend rights. This dividend was
paid in full on May 12, 2009, and the total amount paid was
2,277 million euros.
Accordingly, the Company’s Board of Directors will submit
the following proposed appropriation of 2009 profit for approval at the Shareholders’ Meeting:

Total distributable profit
Interim dividend (paid in May 2009)
Goodwill reserve
Voluntary reserves
Total

Millions of Euros
6,252
2,277
2
3,973
6,252

b) Dividends
Dividends Paid in 2009
At its meeting held on June 23, 2009, the Company’s Board of
Directors resolved to pay a dividend charged to unrestricted
reserves for a fixed gross amount of 0.5 euros per outstanding
share carrying dividend rights. This dividend was paid in full
on November 11, 2009, and the total amount paid was 2,280
million euros.
In addition, as indicated above, in May 2009 an interim dividend against 2009 profit of a gross 0.50 euros per share was
paid, entailing a total payment of 2,277 million euros.
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In accordance with Article 216 of the Spanish Corporations
Law, the following table shows the provisional statement issued substantiating the existence of sufficient liquidity at the
time the resolution to distribute this dividend was adopted.
Millions of Euros
Liquidity Statement at April 29, 2009
Income from January 1 through March 31, 2009
Mandatory appropriation to reserves
Distributable income
Proposed interim dividend (maximum amount)

3,024
—
3,024
2,352

Cash Position at April 29, 2009
Funds available for distribution
Cash and cash equivalents
Unused credit facilities
Proposed interim dividend (maximum amount)
Difference

2,218
4,667
(2,352)
4,533

The Company manages its liquidity risks (see Note 16) in
order to have cash available for the following year.
Dividends Paid in 2008
At its meeting held on April 22, 2008, the Company’s Board
of Directors agreed to pay an additional dividend charged
against 2007 profit of a gross 0.40 euros per share. A total of
1,869 million euros was paid in May 2008.
In addition, in November 2008 an interim dividend against
2008 profit of a gross 0.50 euros per share was paid, entailing
a total payment of 2,296 million euros.
Dividends Paid in 2007
At its meeting held on May 10, 2007, the Company’s Board
of Directors resolved to pay an additional dividend charged
against 2006 profit of a gross 0.30 euros per share. A total of
1,425 million euros was paid in May.
In addition, in November an interim dividend against 2007
profit of a gross 0.35 euros per share was paid, entailing a
total payment of 1,652 million euros.
c) Reserves
Legal Reserve
According to the revised text of Spanish Corporation Law,
companies must transfer 10% of profit for the year to a legal reserve until this reserve reaches at least 20% of share
capital. The legal reserve can be used to increase capital by
the amount exceeding 10% of the increased share capital
amount. Except for this purpose, until the legal reserve exceeds the limit of 20% of share capital, it can only be used
to offset losses, if there are no other reserves available. At
December 31, 2009, the Company had duly set aside this
reserve.
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The capital gain will be deemed to have been realized in
respect of the portion on which the depreciation has been
recorded for accounting purposes or when the revalued assets have been transferred or derecognized. In this respect,
an amount of 15 million euros in 2009 (8 million euros in 2008
and 1,178 million euros in 2007) corresponding to revaluation reserves subsequently considered unrestricted has been
reclassified to “Retained earnings.”
Retained Earnings
These reserves include undistributed profits of companies
comprising the consolidated Group less interim dividends
paid against profit for the year, actuarial gains and losses,
and the impact of the asset ceiling on defined-benefit plans.

APPENDIX I: CHANGES IN THE CONSOLIDATION
SCOPE (in part)
The following changes took place in the consolidation scope
in 2009:
Telefónica Latin America
Pursuant to Chilean law, on December 1, 2008, Telefónica,
S.A., through subsidiary Inversiones Telefónica Internacional
Holding, Ltda., launched a second tender offer (“second offer”) for all the shares of Compañı́a Telefónica de Chile, S.A.
(CTC) Telefónica did not already hold (representing 3.25% of
CTC’s capital).
Upon completion of the second offer, Telefónica’s indirect
stake in CTC increased from 96.75% to 97.89% at the date of
filing the notice with the Spanish National Securities Commission, the CNMV, on January 9, 2009. The Telefónica Group
still consolidates the Chilean company using the full consolidation method.
On December 3, 2009, following approval by the National
Securities Commission of the Argentine Republic, the Argentine securities regulator, Telefónica, S.A. acquired shares representing 1.8% of the share capital of Telefónica de Argentina,
S.A. held by minority shareholders for a price of approximately
23 million euros. Following this acquisition, the Telefónica
Group is owner of all of the shares of the Argentine company.
This company is still fully consolidated in the consolidated
financial statements of the Telefónica Group.
On October 21, 2009 Telefónica, S.A. and China Unicom
(Hong Kong) Limited (“China Unicom”) completed the mutual share exchange agreement through which Telefónica,
through Telefónica Internacional, S.A.U., subscribed for
693,912,264 newly issued shares of China Unicom, satisfied
by the contribution in kind to China Unicom of 40,730,735
Telefónica shares. This entailed an investment of approximately 1,000 million US dollars of ordinary shares of China
Unicom. Following this acquisition, the Telefónica Group’s
shareholding interest in China Unicom’s voting share capital
increased from 5.38% to 8.06%.

Revaluation Reserves
The balance of “Revaluation reserves” arose as a result of
the revaluation made pursuant to Royal Decree-Law 7/1996
dated June 7.
The revaluation reserve may be used, free of tax, to offset
any losses incurred in the future and to increase capital. From
January 1, 2007, it may be allocated to unrestricted reserves,
provided that the capital gain has been realized.
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Dividends on Preference Shares (Classified
as Equity), Shares Issued in Lieu of Dividends
4.17

HSBC Holdings plc (Dec 2009)
CONSOLIDATED STATEMENT OF CHANGES IN
EQUITY FOR THE YEAR ENDED 31 DECEMBER
2009 (in part)

At 1 January
Total comprehensive
income for the year
Shares issued under
employee share plans
Shares issued in lieu of
dividends and amounts
arising thereon(4)
Shares issued in respect of
rights issue
Dividends to shareholders
Tax credit on dividends
Own shares adjustment
Exercise and lapse of share
options and vesting of
share awards
Cost of share-based
payment arrangements
Income taxes on
share-based payments
Other movements
Transfers(7)
Net increase in minority
interest arising on
acquisitions, disposals
and capital issuance
At 31 December
(1)
(2)
(3)

(4)
(5)

(6)
(7)

(8)
(9)

Called
Up
Share
Capital
US$m
6,053

Other
Equity
Share
Premium (4) Instruments
US$m
US$m
8,463
2,133

2009
Other Reserves
AvailableShareCash
Foreign
For-Sale
Based
Flow
Retained Fair Value Hedging Exchange Payment
Earnings (3,5) Reserve Reserve (6) Reserve
Reserve
US$m
US$m
US$m
US$m
US$m
80,689
(20,550)
(806)
(1,843)
1,995

Total
Shareholders’
Merger
Equity
Reserve (3,7)
US$m
US$m
17,457
93,591

Minority
Interests
US$m
6,638

Total
Equity
US$m
100,229

—

—

—

3,298

10,603

791

4,837

—

—

19,529

1,270

20,799

4

69

—

—

—

—

—

—

—

73

—

73

118

(119)

—

1,670

—

—

—

—

—

1,669

—

1,669

2,530
—
—
—

—
—
—
—

—
—
—
—

—
(5,639)
50
(227)

—
—
—
—

—
—
—
—

—
—
—
—

—
—
—
—

15,796
—
—
—

18,326
(5,639)
50
(227)

—
(832)
—
—

18,326
(6,471)
50
(227)

—

—

—

807

—

—

—

(769)

—

38

—

38

—

—

—

—

—

—

—

683

—

683

—

683

—
—
—

—
—
—

—
—
—

9
210
5,945

—
(18)
—

—
(11)
—

—
—
—

—
16
—

—
—
(5,945)

9
197
—

—
77
—

9
274
—

—
8,705

—
8,413

—
2,133

—
86,812

—
(9,965)

—
(26)

—
2,994

—
1,925

—
27,308

—
128,299

209
7,362

209
135,661

The effect of the bonus element within the rights issue has been included within the calculation of basic and diluted earnings per share for the period, through an
adjustment to the weighted average number of ordinary and dilutive potential ordinary shares outstanding. Comparative data has been restated on this basis.
Adjustment to bring changes between opening and closing balance sheet amounts to average rates. This is not done on a line-by-line basis, as details cannot be
determined without unreasonable expense.
Cumulative goodwill amounting to US$5,138 million has been charged against reserves in respect of acquisitions of subsidiaries prior to 1 January 1998, including
US$3,469 million charged against the merger reserve arising on the acquisition of HSBC Bank plc. The balance of US$1,669 million has been charged against retained
earnings.
Share premium includes the deduction of US$1 million in respect of issuance costs incurred during the year (2008: US$3 million; 2007: US$3 million).
Retained earnings include 179,964,968 (US$2,572 million) of own shares held within HSBC’s insurance business, retirement funds for the benefit of policyholders or
beneficiaries within employee trusts for the settlement of shares expected to be delivered under employee share schemes or bonus plans, and the market-making
activities in Global Markets (2008: 194,751,829 (US$3,094 million); 2007: 158,706,463 (US$2,649 million).
Amounts transferred to the income statement in respect of cash flow hedges include US$502 million (2008: US$152 million; 2007: US$57 million) taken to ‘Net interest
income’ and US$306 million (2008: US$1,602 million; 2007: US$1,829 million) taken to ‘Net trading income.’
Statutory share premium relief under Section 131 of the Companies Act 1985 (the ‘Act’) was taken in respect of the acquisition of HSBC Bank plc in 1992, HSBC France in
2000 and HSBC Finance Corporation in 2003 and the shares issued were recorded at their nominal value only. In HSBC’s consolidated financial statements the fair value
differences of US$8,290 million in respect of HSBC France and US$12,768 million in respect of HSBC Finance Corporation were recognised in the merger reserve. The
merger reserve created on the acquisition of HSBC Finance Corporation subsequently became attached to HSBC Overseas Holdings (UK) Limited (‘HOHU’), following
a number of inter-group reorganisations. At 31 December 2009, an amount of US$5,945 million (2008: US$3,601 million) was transferred from this reserve to retained
earnings as a result of impairment in HSBC Holdings’ investment in HOHU. During 2009, pursuant to section 131 of the Companies Act 1985, statutory share premium
relief was taken in respect of the rights issue and US$15,796 million was recognised in the merger reserve. The merger reserve includes the deduction of US$614 million
in respect of costs relating to the rights issue, of which US$149 million was subsequently transferred to the income statement. Of this US$149 million, US$121 million
was a loss arising from accounting for the agreement with the underwriters as a contingent forward contract. The merger reserve excludes the loss of US$344 million
on a forward foreign exchange contract associated with hedging the proceeds of the rights issue. For further details see Note 41 on the Financial Statements.
In April 2008, HSBC Holdings issued US$2,200 million of Perpetual Subordinated Capital Securities, including US$67 million of issuance costs, which are classified as
equity under IFRSs.
Retained earnings include 38,446,053 (US$562 million) of own shares held to fund employee share plans (2008: 36,995,330 (US$562 million)).
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until they are cancelled. When such shares are subsequently sold, reissued or otherwise disposed of, any
consideration received is included in equity, net of any
directly attributable incremental transaction costs and
related income tax effects.

Dividends per ordinary share at 31 December 2009 were
US$0.34 (2008: US$0.93; 2007: US$0.87).

NOTES ON THE FINANCIAL STATEMENTS (in part)
Note 2. Summary of Significant Accounting Policies
(in part)

(ac) Rights Issues

(aa) Share Capital
• Shares are classified as equity when there is no contractual obligation to transfer cash or other financial assets.
Incremental costs directly attributable to the issue of
equity instruments are shown in equity as a deduction
from the proceeds,
• HSBC Holdings plc shares held by HSBC are recognised in equity as a deduction from retained earnings

• Rights issues to acquire a fixed number of the entity’s
own equity instruments for a fixed amount of any currency are equity instruments if the entity offers the rights
issues pro rata to all of its existing owners of the same
class of its own non-derivative equity instruments. On
initial recognition, these rights are recognised in shareholders’ equity and are not subsequently re-measured
during the offer period. Following the exercise of the
rights and the allotment of new shares, the cash proceeds of the rights issue are recognised in shareholders’ equity. Incremental costs directly attributable to the
rights issue are shown as a deduction from the proceeds, net of tax.

Note 12. Dividends
Dividends to shareholders of the parent company were as
follows:
2009

Dividends Declared on Ordinary Shares
In respect of previous year:
—fourth interim dividend
In respect of current year:
—first interim dividend
—second interim dividend
—third interim dividend
Quarterly Dividends on Preference Shares Classified
as Equity
March dividend
June dividend
September dividend
December dividend
Quarterly Coupons on Capital Securities Classified
as Equity (1)
January coupon
April coupon
July coupon
October coupon
(1)

Per
Share
US$

2008

Total
US$m

Settled
in Scrip
US$m

Per
Share
US$

0.10

1,210

624

0.08
0.08
0.08
0.34

1,384
1,385
1,391
5,370

190
696
160
1,670

15.50
15.50
15.50
15.50
62.00

0.508
0.508
0.508
0.508
2.032

2007

Total
US$m

Settled
in Scrip
US$m

Per
Share
US$

Total
US$m

Settled
in Scrip
US$m

0.39

4,620

2,233

0.36

4,161

2,116

0.18
0.18
0.18
0.93

2,158
2,166
2,175
11,119

256
727
380
3,596

0.17
0.17
0.17
0.87

1,986
1,997
2,007
10,151

712
912
614
4,354

22
23
22
23
90

15.50
15.50
15.50
15.50
62.00

22
23
22
23
90

15.50
15.50
15.50
15.50
62.00

22
23
22
23
90

44
45
45
45
179

—
—
0.541
0.508
1.049

—
—
47
45
92

—
—
—
—
—

—
—
—
—
—

During April 2008, HSBC Holdings issued US$2,200 million of Perpetual Subordinated Capital Securities, which are classified as equity
under IFRSs.
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The Directors declared after the end of the year a fourth interim dividend in respect of the financial year ended 31 December 2009 of US$0.10 per ordinary share, a distribution
of approximately US$1,741 million. The fourth interim dividend will be payable on 5 May 2010 to holders of record on
18 March 2010 on the Hong Kong Overseas Branch Register
and 19 March 2010 on the Principal Register in the UK or the
Bermuda Overseas Branch Register. No liability is recorded
in the financial statements in respect of the fourth interim dividend for 2009.

On 15 January 2010, HSBC paid a further coupon on the
capital securities of US$0.508 per security, a distribution of
US$44 million. No liability is recorded in the balance sheet at
31 December 2009 in respect of this coupon payment.

Note 36. Minority Interests

Minority interests attributable to holders of ordinary
shares in subsidiaries
Preference shares issued by subsidiaries

2009
US$m

2008
US$m

4,665
2,697
7,362

4,227
2,411
6,638

Preference Shares Issued by Subsidiaries

US$575m
US$518m
US$374m
US$374m
CAD250m
CAD175m
CAD175m
US$150m
US$150m
(1)
(2)
(3)
(4)
(5)
(6)
(7)

6.36% non-cumulative preferred stock, Series B(1)
Floating rate non-cumulative preferred stock, Series F(2)
Floating rate non-cumulative preferred stock, Series G(3)
6.50% non-cumulative preferred stock, Series H(3)
Non-cumulative 5 year rate reset class 1 preferred shares, Series E(4)
Non-cumulative redeemable class 1 preferred shares, Series C(5)
Non-cumulative class 1 preferred shares, Series D(5)
Depositary shares each representing 25% interest in a share of adjustable-rate
cumulative preferred stock, Series D(6)
Cumulative preferred stock(7)

2009
US$m

2008
US$m

559
518
374
374
238
167
167
150

559
518
374
374
—
143
143
150

150
2,697

150
2,411

The Series B preferred stock is redeemable at the option of HSBC Finance Corporation, in whole or in part, from 24 June 2010 at par.
The Series F preferred stock is redeemable at par at the option of HSBC USA Inc., in whole or in part, on any dividend payment date on or
after 7 April 2010.
The Series G and Series H preferred stock are redeemable at par at the option of HSBC USA Inc., in whole or in part, at any time from 1
January 2011 and 1 July 2011, respectively.
The Series E preferred shares are redeemable at par at the option of HSBC Bank Canada, in whole or in part from 30 June 2014.
The Series C and Series D preferred shares are redeemable at a declining premium above par at the option of HSBC Bank Canada, in whole
or in part, from 30 June 2010 and 31 December 2010, respectively.
The preferred stock has been redeemable at the option of HSBC USA Inc., in whole or in part, from 1 July 1999 at par.
The preferred stock has been redeemable at the option of HSBC USA Inc., in whole or in part, from 1 October 2007 at par.

All redemptions are subject to prior notification to the Financial Services Authority and, where relevant, the local banking
regulator.

Note 37. Called Up Share Capital and Other Equity
Instruments (in part)
Authorised
The concept of authorised share capital was abolished under
the UK Companies Act 2006 with effect from 1 October 2009
and consequential amendments to the Company’s Articles
of Association were approved by shareholders at the 2009
Annual General Meeting.
At 31 December 2008, the authorised ordinary share capital
of HSBC Holdings was US$7,500 million divided into 15,000
million ordinary shares of US$0.50 each.
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At 31 December 2008, the authorised preference share
capital of HSBC Holdings was 10 million non-cumulative
preference shares of £0.01 each, 10 million non-cumulative
preference shares of US$0.01 each, and 10 million noncumulative preference shares of €0.01 each.
At 31 December 2008, the authorised non-voting deferred
share capital of HSBC Holdings was £301,500 divided into
301,500 non-voting deferred shares of £1 each.
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shares in issue in whole at any time on or after 16 December
2010, subject to prior notification to the FSA.

Issued

(1)

HSBC Holdings ordinary shares

HSBC Holdings ordinary shares(1)
At 1 January 2009
Shares issued under HSBC employee
share plans
Shares issued in lieu of dividends
Shares issued in respect of rights
issue(2)
At 31 December 2009
At 1 January 2008
Shares issued under HSBC Finance
share plans
Shares issued under HSBC employee
share plans
Shares issued in lieu of dividends
At 31 December 2008
(1)
(2)

2009
US$m

2008
US$m

8,705
Number

6,053
US$m

12,105,265,082

6,053

7,476,952
235,225,669

4
118

5,060,239,065
17,408,206,768

2,530
8,705

11,829,052,317

5,915

65,198

—

40,578,468
235,569,099
12,105,265,082

20
118
6,053

All ordinary shares in issue confer identical rights in respect of
capital, dividends, voting and otherwise.
See Note 41 for details of the rights issue.

HSBC Holdings non-cumulative preference
shares of US$0.01 each
At 1 January 2009 and 31 December 2009
At 1 January 2008 and 31 December 2008

2009
Number

2008
US$m

1,450,000
1,450,000

—
—

Dividends on the HSBC Holdings non-cumulative dollar preference shares in issue are paid quarterly at the sole and absolute discretion of the Board of Directors. The Board of Directors will not declare a dividend on the preference shares in
issue if payment of the dividend would cause HSBC Holdings
not to meet the applicable capital adequacy requirements of
the FSA or the profit of HSBC Holdings available for distribution as dividends is not sufficient to enable HSBC Holdings
to pay in full both dividends on the preference shares in issue and dividends on any other shares that are scheduled
to be paid on the same date and that have an equal right to
dividends. HSBC Holdings may not declare or pay dividends
on any class of its shares ranking lower in the right to dividends than the preference shares in issue nor redeem nor
purchase in any manner any of its other shares ranking equal
with or lower than the preference shares in issue unless it
has paid in full, or set aside an amount to provide for payment in full, the dividends on the preference shares in issue
for the then-current dividend period. The preference shares
in issue carry no rights to conversion into ordinary shares of
HSBC Holdings. Holders of the preference shares in issue
will only be entitled to attend and vote at general meetings of
shareholders of HSBC Holdings if the dividend payable on the
preference shares in issue has not been paid in full for four
consecutive dividend payment dates. In such circumstances,
holders of the preference shares in issue will be entitled to
vote on all matters put to general meetings until such time
as HSBC Holdings has paid a full dividend on the preference
shares in issue. HSBC Holdings may redeem the preference

HSBC Holdings Non-Voting Deferred Shares
The 301,500 non-voting deferred shares were in issue
throughout 2008 and 2009 and are held by a subsidiary of
HSBC Holdings. Holders of the non-voting deferred shares
are not entitled to receive dividends on these shares. On
winding-up or other return of capital, holders are entitled to
receive the amount paid up on their shares after distribution
to ordinary shareholders of £10 million in respect of each ordinary share held by them.
Other Equity Instruments
On 9 April 2008 HSBC Holdings issued, in bearer form, 88 million 8.125 per cent Perpetual Subordinated Capital Securities
(‘Capital Securities’), each with a par value of US$25 and with
an aggregate nominal value of US$2,200 million. The securities were issued at par value, raising US$2,133 million, net of
issuance costs. The Capital Securities were issued to support
the development of and to strengthen further HSBC’s capital
base. Coupon payments on the Capital Securities are paid
quarterly in arrears from 15 July 2008 and may be deferred at
the discretion of HSBC Holdings. The Capital Securities have
no fixed maturity and are redeemable at HSBC’s option on
or after 15 April 2013 at their principal amounts together with
any accrued, unpaid and deferred coupon payments. While
any coupon payments are unpaid or deferred, HSBC Holdings
will not declare, pay dividends or make distributions or similar periodic payments in respect of, or repurchase, redeem or
otherwise acquire any securities of lower or equal rank. At the
Company’s discretion, and subject to certain conditions being satisfied, the Capital Securities may be exchanged on any
coupon payment date for non-cumulative preference shares
to be issued by HSBC Holdings and which would rank pari
passu with the dollar preference shares in issue at 2 March
2009. The preference shares will be issued at a nominal value
of US$0.01 per share and a premium of US$24.99 per share,
with both such amounts being subscribed and fully paid.
Maximum Obligation to Deliver HSBC Holdings Ordinary
Shares (in part)
At 31 December 2009, the maximum obligation to deliver
HSBC Holdings ordinary shares under all of the . . . option arrangements, together with awards of Performance Shares
and Restricted Shares under the HSBC Holdings Restricted
Share Plan 2000 and the HSBC Share Plan, was 559,960,290
(2008: 400,887,713). The total number of shares at 31 December 2009 held by employee benefit trusts that may be
used to satisfy such obligations to deliver HSBC Holdings ordinary shares was 134,903,061 (2008: 164,985,811).
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Share-Based Compensation and Exercise
of Options
4.18

Autonomy Corporation plc (Dec 2009)
CONSOLIDATED STATEMENT OF CHANGES IN
EQUITY FOR THE YEAR ENDED 31 DECEMBER
2009 (in part)

At 31 December 2008
Net profit
Other comprehensive income
Stock compensation charge
Share placing
Share options exercised
EBT options exercised
Tax movements on stock options (see note 10)
At 31 December 2009

At 31 December 2008
Net profit
Other comprehensive income
Stock compensation charge
Share placing
Share options exercised
EBT options exercised
Tax movements on stock options (see note 10)
At 31 December 2009

Share
Capital
(Number)
215,817,197
—
—
—
21,560,260
3,196,847
—
—
240,574,304

Share
Capital
$’000
1,214
—
—
—
103
16
—
—
1,333

Sub-Total
$’000
826,312
—
—
—
308,512
24,095
60
—
1,158,979

Share
Premium
$’000
798,279
—
—
—
308,409
24,079
—
—
1,130,767

Stock
Compensation
Reserve
$’000
14,846
—
—
7,173
—
—
(60)
—
21,959

NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (in part)

Capital
Redemption
Reserve
$’000
135
—
—
—
—
—
—
—
135

Revaluation
Reserve
$’000
2,987
—
1,512
—
—
—
—
—
4,499

Translation
Reserve
$’000
(18,261)
—
6,229
—
—
—
—
—
(12,032)

2009
$’000

2008
$’000

3,300

3,300

1,333

1,214

The company has one class of ordinary shares which carry
no right to fixed income. The movement in 2009 consists of
the issuance of 21,560,260 shares in relation to a share placing in January 2009. The balance of 3,196,847 shares relates to employee stock option exercises. The movement in
issued share capital during 2008 consists solely of the issuance of 2,750,877 shares in relation to employee stock option exercises.
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Merger
Reserve
$’000
27,589
—
—
—
—
—
—
—
27,589

Retaining
Earnings
$’000
294,016
191,551
—
—
—
—
—
42,807
528,374

Sub-Total
$’000
826,312
—
—
—
308,512
24,095
60
—
1,158,979

Total
$’000
1,119,900
191,551
7,741
7,173
308,512
24,095
—
42,807
1,701,779

Note 23. Own Shares

Note 22. Share Capital

Authorized:
600,000,000 ordinary shares of 1/3p each
Issued and Fully Paid:
240,574,304 ordinary shares of 1/3p each
(2008—215,817,197 ordinary shares of 1/3p each)

Own
Shares
$’000
(905)
—
—
—
—
—
60
—
(845)

Balance at 1 January 2008
Disposed of on exercise of options
Balance at 1 January 2009
Disposed of on exercise of options
Balance at 31 December 2009

Own Shares
$’000
981
(76)
905
(60)
845

The own shares reserve represents the cost of shares the
company purchased in the market and are held by the Autonomy Corporation plc Employee Benefit Trust to satisfy options
under the group’s UK share options scheme (see note 27).
At 31 December 2009 the Trust held 417,969 shares (2008:
447,594).
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Changes to Minority Interests, Transfer
of Realized Gains on Property, Plant and
Equipment from Revaluation Reserve
to Retained Earnings, Merger Reserve
4.19

Aviva plc (Dec 2009)
CONSOLIDATED STATEMENT OF CHANGES IN
EQUITY (in part)
For the year ended 31 December 2009

Ordinary
Share
Capital
£m

Balance at 1 January
Profit for the year
Other comprehensive
income
Total comprehensive
income for the year
Owner-occupied
properties
Dividends and
appropriations
Issues of share capital
Shares issued in lieu of
dividends
Capital contributions from
minority shareholders
Transfers to minority
interests following
Delta Lloyd IPO
Minority share dividends
declared in the year
Minority interests in
acquired subsidiaries
Changes in minority
interests in existing
subsidiaries
Shares acquired by
employee trusts
Shares distributed by
employee trusts
Reserves credit for equity
compensation plans
Shares issued under
equity compensation
plans
Aggregate tax effect—
shareholder tax
(note 13(c))
Balance at 31 December

664
—

Preference
Share
Capital

Share
Premium

Merger
Reserve

£m

£m

£m

200 1,234 3,271
—
—
—

Shares
Held by
Employee
Trusts
£m

Currency
Translation
Reserve

OwnerOccupied
Properties
Reserve

Investment
Valuation
Reserve
£m

Hedging
Instruments
Reserve
£m

Equity
Compensation
Reserve

£m

£m

(33)
—

3,685
—

157
—

(711)
—

(1,103)
—

113
—

£m

Retained
Earnings
£m

Equity
Attributable
to Shareholders of Direct Capital
Aviva plc
Instrument
£m

£m

3,902 11,379
1,085 1,085

990
—

Minority
Interests

Total
Equity

£m

£m

2,204 14,573
230 1,315

—

—

—

—

—

(1,110)

(26)

1,030

332

—

(1,071)

(845)

—

(138)

(983)

—

—

—

—

—

(1,110)

(26)

1,030

332

—

14

240

—

92

332

—

—

—

—

—

—

(1)

—

—

—

1

—

—

—

—

—
1

—
—

—
—

—
—

—
—

—
—

—
—

—
—

—
—

—
—

(853)
—

(853)
1

—
—

—
—

(853)
1

27

—

(27)

—

—

—

—

—

—

—

299

299

—

—

299

—

—

—

—

—

—

—

—

—

—

—

—

—

6

6

—

—

—

—

—

(351)

(26)

(156)

—

—

3

(530)

—

1,460

930

—

—

—

—

—

—

—

—

—

—

—

—

—

(109)

(109)

—

—

—

—

—

—

—

—

—

—

—

—

—

(2)

(2)

—

—

—

—

—

—

—

—

—

—

—

—

—

(111)

(111)

—

—

—

—

(53)

—

—

—

—

—

—

(53)

—

—

(53)

—

—

—

—

18

—

—

—

—

—

(18)

—

—

—

—

—

—

—

—

—

—

—

—

—

56

—

56

—

—

56

—

—

—

—

—

—

—

—

—

(60)

60

—

—

—

—

—
—
—
200 1,207 3,271

—
(68)

—
2,224

—
104

—
163

—
(771)

—
109

17
17
3,425 10,556

—
990

—
692

—
17
3,540 15,086
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ACCOUNTING POLICIES (in part)
(AD) Share Capital and Treasury Shares
Equity Instruments
An equity instrument is a contract that evidences a residual interest in the assets of an entity after deducting all its liabilities.
Accordingly, a financial instrument is treated as equity if:
(i) there is no contractual obligation to deliver cash or other
financial assets or to exchange financial assets or liabilities on terms that may be unfavourable; and
(ii) the instrument is a non-derivative that contains no contractual obligation to deliver a variable number of shares
or is a derivative that will be settled only by the Group
exchanging a fixed amount of cash or other assets for a
fixed number of the Group’s own equity instruments.
Share Issue Costs
Incremental external costs directly attributable to the issue of
new shares are shown in equity as a deduction, net of tax,
from the proceeds of the issue and disclosed where material.
Dividends
Interim dividends on ordinary shares are recognised in equity
in the period in which they are paid. Final dividends on these
shares are recognised when they have been approved by
shareholders. Dividends on preference shares are recognised
in the period in which they are declared and appropriately
approved.
Treasury Shares
Where the Company or its subsidiaries purchase the Company’s share capital or obtain rights to purchase its share capital, the consideration paid (including any attributable transaction costs net of income taxes) is shown as a deduction from
total shareholders’ equity. Gains and losses on sales of own
shares are charged or credited to the treasury share account
in equity.

NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (in part)
Note 2. Presentation Changes
(a) Changes to Presentation
(i) The Group has adopted IAS 1 (Revised), Presentation of
Financial Statements, as of 1 January 2009. The principal
impact of this has been in the following areas:
(a) The titles of some of the prime statements have
changed, so that the consolidated statement of recognised gains and losses is now called the consolidated
statement of comprehensive income; the reconciliation
of movements in consolidated shareholders’ equity is
now called the consolidated statement of changes in
equity; the consolidated balance sheet is renamed the
consolidated statement of financial position; and the
consolidated cash flow statement is renamed the consolidated statement of cash flows.
(b) The standard requires the income tax effect of each
component of comprehensive income to be disclosed.
This information is given in note 13.

IFRS ATT 4.19

(c) Changes in the year in each element of equity must now
be shown on the face of the consolidated statement of
changes in equity, rather than in the notes.
(d) The standard requires entities to present a comparative consolidated statement of financial position as
at the beginning of the earliest comparative period
when the entity has applied an accounting policy retrospectively, makes a retrospective restatement or reclassifies items in the financial statements. As we have
restated certain prior year figures, explained in section (b) below, we have presented three consolidated
statements of financial position and supporting notes
in these financial statements.

Note 28. Ordinary Share Capital
This note gives details of Aviva plc’s ordinary share capital
and shows the movements during the year.
(a) Details of the Company’s ordinary share capital are as
follows:

The authorised share capital of the Company at 31
December 2009 was:
5,200,000,000 (2008: 3,000,000,000) ordinary shares
of 25 pence each
The allotted, called up and fully paid share capital of the
Company at 31 December 2009 was:
2,766,611,374 (2008: 2,657,701,624) ordinary shares
of 25 pence each

2009
£m

2008
£m

1,300

750

692

664

(b) During 2009, a total of 108,909,750 ordinary shares of
25 pence each were allotted and issued by the Company as follows:

At 1 January 2008
Shares issued under the
Group’s Employee and
Executive Share Option
Schemes
Shares issued in lieu of
dividends
At 31 December 2008
Shares issued under the
Group’s Employee and
Executive Share Option
Schemes
Shares issued in lieu of
dividends
At 31 December 2009

Number
of Shares
2,621,792,828

Share
Capital
£m
655

Share
Premium
£m
1,223

8,429,587

2

18

27,479,209
2,657,701,624

7
664

(7)
1,234

951,455

1

—

107,958,295
2,766,611,374

27
692

(7)
1,207

Ordinary shares in issue in the Company rank pari passu. All
the ordinary shares in issue carry the same right to receive
all dividends and other distributions declared, made or paid
by the Company.
The issue of shares in lieu of cash dividends is considered
a bonus issue under the terms of the Companies Act 2006
and the nominal value of the shares is charged to the share
premium account.
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Note 30. Shares Held by Employee Trusts
We satisfy awards and options granted under the executive incentive plans primarily through shares purchased in the market and held by employees share trusts. This note gives details
of the shares held in these trusts. Movements in the carrying
value of shares held by employee trusts comprise:
2009
Number
Cost debited to
shareholders’ funds
At 1 January
Acquired in the year
Distributed in the year
Balance at 31 December

8,635,582
14,000,000
(4,656,350)
17,979,232

£m

33
54
(19)
68

2008
Number

1,521,064
8,500,000
(1,385,482)
8,635,582

£m

10
29
(6)
33

The shares are owned by an employee share trust with an undertaking to satisfy awards of shares in the Company under
the Group’s equity compensation plans. Details of the features of the plans can be found in the Directors’ remuneration
report.
These shares were purchased in the market and are carried
at cost less amounts charged to the income statement in prior
years. At 31 December 2009, they had an aggregate nominal value of £4,494,808 (2008: £2,158,896, 2007: £380,266)
and a market value of £71,539,364 (2008: £33,678,770, 2007:
£10,236,761). The trustees have waived their rights to dividends on the shares held in the trusts.

Note 31. Preference Share Capital
This note gives details of Aviva plc’s preference share capital.
The preference share capital of the Company at 31 December 2009 was:

Authorised
200,000,000 cumulative irredeemable preference
shares of £1 each
1,000,000,000 Sterling preference shares of £1 each

700,000,000 Euro preference shares of €1 each

Issued and Paid Up
100,000,000 83 /8 % cumulative irredeemable
preference shares of £1 each
100,000,000 83 /4 % cumulative irredeemable
preference shares of £1 each

2009
£m

2008
£m

200
1,000
1,200

200
1,000
1,200

2009
€m
700

2008
€m
700

2009
£m

2008
£m

100

100

100
200

100
200

The Sterling preference shares, if issued and allotted, would
rank, as to payment of a dividend and capital, ahead of the
Company’s ordinary share capital but behind the cumulative
irredeemable preference shares currently in issue. The issued preference shares are non-voting except where their
dividends are in arrears, on a winding up or where their rights
are altered. On a winding up, they carry a preferential right of
return of capital ahead of the ordinary shares. The Company
does not have a contractual obligation to deliver cash or other
financial assets to the preference shareholders and therefore
the directors may make dividend payments at their discretion.

Note 32. Direct Capital Instrument
This note gives details of the direct capital instrument issued
in November 2004.

Notional Amount
5.9021 % £500 million direct
capital instrument
4.7291 % €700 million direct
capital instrument

2009
£m

2008
£m

2007
£m

500

500

500

490
990

490
990

490
990

The euro and sterling direct capital instruments (the DCIs)
were issued on 25 November 2004. They have no fixed redemption date but the Company may, at its sole option, redeem all (but not part) of the euro and sterling DCIs at their
principal amounts on 28 November 2014 and 27 July 2020 respectively, at which dates the interest rates change to variable
rates, or on any respective coupon payment date thereafter.
In addition, under certain circumstances defined in the
terms and conditions of the issue, the Company may at its
sole option:
— Substitute at any time not less than all of the DCIs for,
or vary the terms of the DCIs so that they become,
Qualifying Tier 1 Securities or Qualifying Upper Tier 2
Securities;
— Substitute not less than all of the DCIs for fully paid
non-cumulative preference shares in the Company.
These preference shares could only be redeemed on
28 November 2014 in the case of the euro DCIs and
on 27 July 2020 in the case of the sterling DCIs, or in
each case on any dividend payment date thereafter. The
Company has the right to choose whether or not to pay
any dividend on the new shares, and any such dividend
payment will be non-cumulative.
The Company has the option to defer coupon payments on
the DCIs on any relevant payment date. Deferred coupons
shall be satisfied only in the following circumstances, all of
which occur at the sole option of the Company:
— Redemption; or
— Substitution by, or variation so they become, alternative
Qualifying Tier 1 Securities or Qualifying Upper Tier 2
Securities; or
— Substitution by preference shares.
No interest will accrue on any deferred coupon. Deferred
coupons will be satisfied by the issue and sale of ordinary
shares in the Company at their prevailing market value, to
a sum as near as practicable to (and at least equal to) the
relevant deferred coupons. In the event of any coupon deferral, the Company will not declare or pay any dividend on its
ordinary or preference share capital.
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Note 33. Merger Reserve
This note analyses the movements in the merger reserve during the year. Movements in the year comprised:

Balance at 1 January
Movement in the year
Balance at 31 December

2009
£m
3,271
—
3,271

2008
£m
3,271
—
3,271

Prior to 1 January 2004, certain significant business combinations were accounted for using the “pooling of interests
method” (or merger accounting), which treats the merged

groups as if they had been combined throughout the current
and comparative accounting periods. Merger accounting principles for these combinations gave rise to a merger reserve
in the consolidated statement of financial position, being the
difference between the nominal value of new shares issued
by the Parent Company for the acquisition of the shares of the
subsidiary and the subsidiary’s own share capital and share
premium account.
The merger reserve is also used where more than 90% of
the shares in a subsidiary are acquired and the consideration
includes the issue of new shares by the Company, thereby
attracting merger relief under the Companies Act 1985 and,
from 1 October 2009, the Companies Act 2006.
The balance on the reserve has arisen through the mergers
of Commercial Union, General Accident and Norwich Union
companies, forming Aviva pic in 2000, together with the acquisition of RAC pic in 2005.

Note 34. Other Reserves
This note gives details of the various reserves forming part of
the Group’s consolidated equity, and shows the movements
during the year.
Movements in the year comprised:

Balance at 1 January 2008
Arising in the year:
Fair value losses
Fair value gains transferred to profit on
disposals
Fair value gains transferred to retained
earnings on disposals (note 35)
Share of fair value changes in joint ventures
and associates taken to other
comprehensive income (notes 18a & 19a)
Impairment losses on assets previously
revalued directly through equity now taken to
income statement∗
Reserves credit for equity compensation plans
(note 29d)
Shares issued under equity compensation
plans (note 35)
Foreign exchange rate movements
Aggregate tax effect—shareholders’ tax

IFRS ATT 4.19

Currency
Translation
Reserve (See
Accounting
Policy E)
£m
432

Owner
Occupied
Properties
Reserve (See
Accounting
Policy O)
£m
192

Investment
Valuation
Reserve (See
Accounting
Policy S)
£m
819

Hedging
Instruments
Reserve (See
Accounting
Policy T)
£m
(63)

Equity
Compensation
Reserve (See
Accounting
Policy AA)
£m
89

Restated
Total
£m
1,469

—

(37)

(2,344)

—

—

(2,381)

—

—

(126)

—

—

(126)

—

1

—

—

—

1

—

—

(93)

—

—

(93)

—

—

830

—

—

830

—

—

—

—

39

39

—
3,253
—

—
—
1

—
—
203

—
(1,040)
—

(15)
—
—

(15)
2,213
204
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Note 35. Retained Earnings

(b) Movements in the Year Comprised

This note analyses the movements in the consolidated retained earnings during the year.

Balance at 1 January as reported
Prior year adjustment (see note 2b(ii))
Balance as 1 January restated
Profit/(loss) for the year attributable to equity
shareholders
Actuarial (losses)/gains on pension schemes
(note 47e(iv))
Actuarial losses/(gains) on pension schemes
transferred to unallocated divisible surplus
(note 43)
Dividends and appropriations (note 15)
Shares issued in lieu of dividends
Shares issued under equity compensation
plans (note 34)
Shares distributed by employee trusts (note 30)
Fair value gains/(losses) realised from
reserves (note 34)
Transfer to minority interests following Delta
Lloyd IPO (note 3c)
Aggregate tax effect
Balance at 31 December

2009
£m
3,902
—
3,902

Restated
2008
£m
6,338
96
6,434

1,085

(915)

(1,140)

(929)

24
(853)
299

78
(975)
170

60
(18)

15
(6)

1

(1)

3
62
3,425

—
31
3,902

Balance at 1 January
Profit for the year attributable to minority interests
Minority share of movements in other reserves
Foreign exchange rate movements
Total comprehensive income attributable to
minority interests
Capital contributions from minority shareholders
Increase in minority interests following Delta Lloyd
IPO (note 3c)
Minority share of dividends declared in the year
Minority interest in acquired subsidiaries
Changes in minority interest in existing
subsidiaries
Reclassification to financial liabilities (see below)
Balance at 31 December

2009
£m
2,204
230
35
(173)

2008
£m
1,795
30
—
471

92
6

501
36

1,460
(109)
(2)

—
(106)
43

11
(122)
3,540

(65)
—
2,204

The minority shareholders in two subsidiaries in France and
Italy hold options requiring the Group to purchase their
shares. Both sets of minority shareholders have recently indicated that they intend to exercise these options in 2010.
We have therefore classified their interest as at 31 December
2009 to financial liabilities in the consolidated statement of
financial position.

The shares issued in lieu of dividends are in respect of the
transfer to retained earnings from the ordinary dividend account, arising from the treatment of these shares explained in
note 28(b).
The Group’s regulated subsidiaries are required to hold sufficient capital to meet acceptable solvency levels based on
applicable local regulations. Their ability to transfer retained
earnings to the UK parent companies is therefore restricted to
the extent these earnings form part of local regulatory capital.

Note 36. Minority Interests
This note gives details of the Group’s minority interests and
shows the movements during the year.
(a) Minority Interests at 31 December Comprised

Equity shares in subsidiaries
Share of earnings
Share of other reserves
Preference shares in General Accident plc
Preference shares in other subsidiaries

2009
£m
2,098
795
395
3,288

2008
£m
695
673
577
1,945

2007
£m
660
429
450
1,539

250
2
3,540

250
9
2,204

250
6
1,795
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Scrip Dividend
4.20

BBA Aviation plc (Dec 2009)
CONSOLIDATED STATEMENT OF CHANGES IN
EQUITY (in part)

Balance at 1 January 2009
Total comprehensive income for the period
Equity dividends
Issue of share capital and scrip dividend
Movement on treasury reserve
Credit to equity for equity-settled share-based payments
Transfer to retained earnings
Balance at 31 December 2009

Share
Capital
£m
122.7
—
—
3.3
—
—
—
126.0

NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (in part)
Note 5. Dividends
On 22 May 2009, the 2008 final dividend of 5.30p per share
(total dividend £21.9 million) was paid to shareholders. The
Company operates a Scrip Dividend Scheme which provides
shareholders with the opportunity to receive their dividends
in the form of new ordinary shares in the Company instead of
cash. £6.1 million of the 2008 final dividend was taken up in
the form of shares under the Scrip Dividend Scheme. In May
2008, the 2007 final dividend paid was 5.35p per share (total
dividend £22.1 million).
On 6 November 2009, the 2009 interim dividend of 2.30p
per share (total dividend £9.7 million) was paid to shareholders. £3.6 million of the 2009 interim dividend was taken up
in the form of shares under the Scrip Dividend Scheme. In
November 2008, the 2008 interim dividend paid was 2.30p
per share (total dividend £9.5 million).
In respect of the current year, the directors propose that a
final dividend of 5.30p per share will be paid to shareholders on 21 May 2010. This dividend is subject to approval by
shareholders at the Annual General Meeting and in accordance with IAS 10 “Post Balance Sheet Events” has not been
included as a liability in these financial statements. The proposed dividend is payable to all shareholders on the Register
of Members on 5 March 2010. The total estimated dividend
to be paid is £22.4 million.
Accompanying this report is a separate circular setting out
the terms and conditions of the Scrip Dividend Scheme. Mandate forms containing elections to join the Scrip Dividend
Scheme must be received by the Company’s registrar no later
than 22 April 2010 in order to be effective for the 2009 final
dividend.
Dividend payments to minority shareholders during the year
totalled £0.1 million (2008: £0.3 million).

IFRS ATT 4.20

Share
Premium
£m
346.4
—
—
(3.0)
—
—
—
343.4

Retained
Earnings
£m
(62.1)
31.3
(21.9)
—
—
—
1.1
(51.6)

Other
Reserves
£m
30.2
(0.5)
—
—
(0.2)
2.5
(1.1)
30.9

Minority
Interests
£m
0.8
(2.4)
—
—
—
—
—
(1.6)

Total
Equity
£m
438.0
28.4
(21.9)
0.3
(0.2)
2.5
—
447.1

Issue of Share Capital (in part)
During the year the Group issued 10,601,035 shares to satisfy
subscriptions under the Scrip Dividend Scheme.
At 31 December 2009, 13,882 ordinary 2916 /21p shares
(2008: 13,882 shares) with a nominal value of £4,132 (2008:
£4,132) and a market value of £22,766 (2008: £9,579) were
held in the BBA Employee Benefit Trust, a trust set up in 2006.
EES Trustees International Limited, the trustees of the BBA
Employment Benefit Trust, has agreed to waive its dividend
entitlement in certain circumstances. At 31 December 2009,
2,202,365 ordinary 2916 /21p shares (2008: 2,126,445) with a
nominal value of £655,466 (2007: £632,871) and a market
value of £3,611,879 (2008: £1,467,247) were also held in the
1995 BBA Group Employee Share Trust. This included 26,162
shares, being shares received on 6 November 2009 under the
Scrip Dividend Scheme.
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Proposed Appropriation of Net Income,
Equity Component of Convertible Bonds

ital. Additional contributions to the legal reserves are
required if the legal reserves fall below that fraction for
any reason.
The distributable profits, that is, the profits for the
fiscal year minus the previous losses and the deduction
mentioned above, plus income carried over, is available
to the General Meeting which, upon proposal of the
Board, may decide to carry over some or all of the
profits, to allocate them to general or special reserve
funds or to distribute them to the shareholders as a
dividend.
In addition, the General Meeting may decide the distribution of sums deducted from the optional reserves,
either as a dividend or as a supplemental dividend, or
as a special distribution. In this case, the decision must
clearly indicate the reserves from which said sums are
deducted. However, the dividends must be deducted
first from the distributable profits of the fiscal year.
The General Meeting of Shareholders may grant
each shareholder, for all or part of the dividend distributed or the interim dividend, the option to receive
payment of the dividend or interim dividend in cash or
in shares.
The General Meeting or the Board of Directors, in
the event of an interim dividend, must determine the
date as of which the dividend is paid.

4.21

Alcatel-Lucent (Dec 2009)
Author’s Note
In the commentary included with its financial statements in SEC Form 20-F, Alcatel-Lucent explains the
“appropriation of the results” which appears as a line
item in its Consolidated Statements of Changes in
Equity:
Appropriation of the result—Dividend
The difference between the proceeds and the expenses
of the fiscal year, after provisions, constitutes the profits or losses for the fiscal year. An amount equal to
5% of the profits, minus previous losses, if any, is deducted in order to create the legal reserves, until such
legal reserves are at least equal to 1/10 th of the cap-

CONSOLIDATED STATEMENTS OF CHANGES
IN EQUITY (in part)

(In Millions of Euros and
Number of Shares)
Balance at December 31,
2008 after appropriation

Number of Capital
Shares (3) Stock
2,259,655,771

4,636

Additional
Paid-in Accumulated
Capital
Deficit
16,631

Changes in equity for 2009
Total comprehensive
income (loss) for 2009(1)
Capital increases

(12,874)

(1,164)

(53)

(556)

(1,566)

(1,030)

—

4,633

54

(524)

(1,079)

58
65,596

(4)

Equity component of
Oceane 2015 issued in
2009, net of tax

(1)

128

Other adjustments

Balance at December 31,
2009 after appropriation
(1)
(2)
(3)

5,224

2 (1,077)

58

—

58

(5)

—

(5)

128

—

128

(5)

(5)

5

(19)

(14)

Dividends
Balance at December 31,
2009 before
appropriation
Proposed appropriation(2)

591

Total

19,057

Share-based payments
Treasury stock

Fair Value
Cumulative
Net
and Other Treasury Translation Income
Reserves
Stock Adjustments (Loss)

Total
Attributable
to the
NonOwners of Controlling
the Parent
Interests

4

1

2,259,740,424

4,636

16,689

(12,799)
(524)

(1,719)

(1,567)

(976)

(524)
524

3,740

569

4,309

2,259,740,424

4,636

16,689

(13,323)

(1,719)

(1,567)

(976)

—

3,740

569

4,309

See consolidated statements of comprehensive income.
The appropriation is proposed by the Board of Directors and must be approved at the Shareholders Meeting, to be held June 1, 2010 before
being final.
See Note 23.
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NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (in part)
Note 23. Shareholders’ Equity (in part)
A/ Number of Shares Comprising the Capital Stock
Number of Shares
Number of ordinary shares issued (share capital)
Treasury shares
Number of shares in circulation
Weighting effect of share issued for stock options exercised
Weighting effect of treasury shares
Weighting effect of share issued in respect of business combinations
Number of shares used for calculating basic earnings per share
C/ Capital Stock and Additional Paid-in Capital (in part)
At December 31, 2009, the capital stock consisted
of 2,318,060,818 ordinary shares of nominal value €2
(2,318,041,761 ordinary shares of nominal value €2 at December 31, 2008 and 2,317,441,420 ordinary shares of nominal value €2 at December 31, 2007).
During 2009, increases in capital stock and additional paidin capital amounted to €1 million. These increases related to
the following transactions:
• issuance of 1,803 shares for €0 million, as a result of the
exercise of options and warrants (including additional
paid-in capital of €0 million);
• conversion of 17,254 convertible bonds into AlcatelLucent shares generating a capital increase of €1 million (including additional paid-in capital of €0 million).

2009
2,318,060,818
(58,320,394)
2,259,740,424
(12,584)
(30,977)
—
2,259,696,863

2008
2,318,041,761
(58,385,990)
2,259,655,771
(514,960)
34,159
—
2,259,174,970

2007
2,317,441,420
(58,390,687)
2,259,050,733
(2,920,222)
(239,758)
—
2,255,890,753

During 2008, increases in capital stock and additional paid-in
capital amounted to €5 million. These increases related to
the following transactions:
• conversion of 544,241 convertible bonds into AlcatelLucent shares generating a capital increase of €5 million (including additional paid-in capital of €4 million);
and
During 2007, increases in capital stock and additional paid-in
capital amounted to €44 million. These increases related to
the following transactions:
• conversion of 4,506,992 convertible bonds into AlcatelLucent shares generating a capital increase of €25 million (including additional paid-in capital of €16 million);
In order to maintain or adjust the capital structure, the Group
can adjust the amount of dividends paid to shareholders (see
Note 22), or repurchase its own shares (see Note 23f) or issue
new shares, or issue convertible bonds or similar instruments
(see Note 24).

Note 24. Compound Financial Instruments
Compound Financial Instruments (Convertible Bonds)
OCEANE—2015
(In Millions of Euros)

OCEANE—2011

December 31, 2009

December 31, 2008

December 31, 2007

December 31, 2009

December 31, 2008

December 31, 2007

Statement of Financial Position
Equity component

211

—

—

23

56

81

Equity

211

—

—

23

56

81

789

—

—

815

1,002

941

Convertible bonds—due after
one year
Convertible bonds—due within
one year and interest paid
and payable
Financial debt
Income Statement
Finance costs relating to gross
debt

16

—

—

39

49

48

805

—

—

854

1,051

989

—

—

—

—

(53)

(74)

(72)

(25)

(continued)
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7.75% Lucent
(In Millions of Euros)

2.875% A, Lucent

2.875% B, Lucent

December 31, December 31, December 31, December 31, December 31, December 31, December 31, December 31, December 31,
2009
2008
2007
2009
2008
2007
2009
2008
2007

Statement of
Financial Position
Equity component

87

109

119

7

208

205

254

272

266

Equity

87

109

119

7

208

205

254

272

266

578

654

655

0

345

319

381

386

357

Convertible bonds—
due after one year
Convertible bonds—
due within one year
and interest paid
and payable

2

3

3

362

1

1

1

1

1

Financial debt

580

657

658

362

346

320

382

387

358

Income Statement
Finance costs relating
to gross debt

(58)

(64)

(69)

(31)

(22)

(23)

(27)

(24)

(26)

A/ OCEANE (Obligations à Option De Conversion et/ou
D’échange en Actions Nouvelles ou Existantes) Issued by
Alcatel Before the Business Combination
On June 12, 2003, historical Alcatel issued 63,192,019 bonds
having a nominal value of €16.18 each, convertible into new
or existing ordinary shares (OCEANE) for a total value of
€1,022 million. These bonds mature on January 1, 2011 and
bear interest at a rate of 4.75% per annum.
These bonds have a buy-back option that Alcatel-Lucent
can exercise in the period from June 12, 2008 to December
31, 2010.
The OCEANE bonds are considered a compound financial instrument containing an equity component and a debt
component. Early application of the buy-back option does not
require any separate accounting, as the repurchase price is at
nominal value and the buy-back option is a derivative closely
linked to the debt issuance. The buy-back option is therefore
included in the debt component of this compound financial
instrument. At the time of issuance, the debt component was
valued at €861 million, which corresponded to the present
value of a similar bond issue but without any equity component. The equity component included in shareholders’ equity
was valued at €161 million at the date of issuance.
The costs that relate to the issuance of a compound financial instrument are allocated to the component parts in proportion to the allocation of proceeds. The costs to be allocated
to the debt component were valued at €13 million. Thus the
carrying value of the debt component at the date of issuance
was €848 million. The difference between the nominal value
and the carrying value of the debt component at the date of
issuance, equal to €174 million, is amortized within finance
costs over the life of the debt.
The OCEANE bonds, which were hedged as of December
31, 2008 using interest rate swaps, were measured at fair
value for 2008. The interest rate swaps were sold in the first
quarter of 2009 and, as a result, the fair value hedge accounting ceased. As prescribed by IAS 39 (paragraphs 91 and 92),
when fair value accounting ceases, the fair value adjustment
to the carrying amount of the bonds is amortized to profit or
loss over the life of the debt.
Thus the amount to be amortized within finance costs decreased by €44 million and the effective rate of interest of the
debt component dropped from 7.83% as of December 31,
2008 to 5.19% as of December 31, 2009.

The amortization described above increased the interest
cost of the OCEANE bonds by €7 million in 2009, €25 million
in 2008 and by €23 million in 2007.
Some of these bonds were repurchased during the third
and the fourth quarters of 2009 (see Note 26).
At December 31, 2009, the fair value of the debt component
of the remaining OCEANE bonds was €883 million (see Note
26h) and the market value of the remaining OCEANE bonds
was €883 million (€849 million and €859 million repectively
as of December 31, 2008 and €1,012 million and €1,030
million respectively as of December 31, 2007).
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Correction of an Error
4.22

Magyar Telekom plc (Dec 2009)
CONSOLIDATED STATEMENTS OF CHANGES
IN EQUITY
As restated (Note 1.2.2)

Shares of
Common
Stock
(a)

Common
Stock
(a)

Additional
Paid in Treasury Retained
Capital
Stock Earnings
(b)
(c)
(d)

Pieces
Balance at December
31, 2006—as restated
Dividend(i)
Dividend declared to
Non-controlling
interests(j)
Elimination of the “B”
share(a)
Share options exercised
by managers(k)
Excess related to the
acquisition of TSH(l)
TSH demerger(l)
Reduction in capital as a
result of merger with
T-Online and Emitel(m)
Total comprehensive
income for the year
Balance at December
31, 2007—as restated

1,042,768,215

104,277

27,380

Total comprehensive
income for the year

(1,474)

—

49

100
325

1,042,745,615

(2)

104,275

(1)

27,379

1,042,745,615

104,275

27,379

522,722

66,650 589,372

(72,729)

— (72,729)

—

(13,729) (13,729)

—

—

—

66

391

—

391

3
243

3
243

1,540
(1,312)

1,543
(1,069)

(5)

(8)

—

(8)

61,059

13,068

74,127

60,155

786

118

(1,179) 381,727

(688)

118

49

(77,051)

Dividend(i)
Dividend declared to
Non-controlling
interests(j)
Reduction in capital as a
result of merger with
T-Kábel and
Dél-Vonal(n)

(1,504) 393,994
(72,729)

(22,700)

Total
Equity

(In HUF Millions)

Dividend(i)
Dividend declared to
Non-controlling
interests(j)
Total comprehensive
income for the year
Balance at December
31, 2008—as restated

Cumulative
Translation
Adjustment
(e)

Revaluation Reserve for
Reserve for
Equity
AFS Financial
Settled Equity of
NonAssets—Net Share Based
the Controlling
of Tax Transactions Owners of
Interests
(f)
(g) the Parent
(h)

93,008

6,485

(177)

(1,179) 397,684

5,797

(59)

(77,052)

(3,072)
77,618

3,971

(3)

49

511,681

66,217 577,898

(77,051)

— (77,051)

—

(18,431) (18,431)

99,316

14,815 114,131

533,946

62,601 596,547

(77,052)

— (77,052)

—

(13,481) (13,481)

—

—

—

81,586

17,820

99,406

(continued)
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Shares of
Common
Stock
(a)

Common
Stock
(a)

Additional
Paid in Treasury Retained
Capital
Stock Earnings
(b)
(c)
(d)

Pieces
Balance at December
31, 2009
Of which treasury stock

1,042,742,543
(1,503,541)

Shares of common stock
outstanding at
December 31, 2009

1,041,239,002

Cumulative
Translation
Adjustment
(e)

Revaluation Reserve for
Reserve for
Equity
AFS Financial
Settled Equity of
NonAssets—Net Share Based
the Controlling
of Tax Transactions Owners of
Interests
(f)
(g) the Parent
(h)

Total
Equity

(In HUF Millions)
104,275

27,379

(1,179) 398,250

9,768

(62)

49

538,480

66,940 605,420

(a)

The total amount of issued shares of common stock of 1,042,742,543 (each with a nominal value of HUF 100) is fully paid as at December 31, 2009.
Total shareholders’ equity included one Series “B” preference share at the nominal value of HUF 10,000 until September 30, 2007. This Series “B”
share was held by the Ministry of Economics and Transport, and bestowed certain rights on its owner, including access to information, and the
appointment of a Director. This share could only be held by the Government or its nominee. In order to comply with EU regulations, a new Hungarian
regulation in 2007 required the Company to eliminate the “B” share and the special rights attached to it, consequently, the “B” share was transformed
into 100 ordinary shares. The number of authorized ordinary shares on December 31, 2009 is 1,042,742,543.
(b)
Additional paid in capital represents the amount above the nominal value of the shares that was received by the Company during capital increases.
(c)
Treasury stock represents the cost of the Company’s own shares repurchased. Of the Treasury shares as at December 31, 2009, 103,530 can be used
by the ex-CEO for his share options still outstanding (Note 24.1.3).
(d)
Retained earnings include the accumulated and undistributed profit of the Group. The distributable reserves of the Company under Hungarian law at
December 31, 2009 amounted to approximately HUF 266,149 million (HUF 270,869 million at December 31, 2008).
(e)
Cumulative translation adjustment represents the foreign exchange differences arising on the consolidation of foreign subsidiaries.
(f)
Revaluation reserve for available-for-sale (AFS) financial assets includes the unrealized gains and losses net of tax on available-for-sale financial
assets.
(g)
Reserve for equity settled share based transactions includes the compensation expenses accrued in this reserve related to share settled compensation
programs. The balance of this reserve of HUF 49 million in the reported periods represents the amount reserved for the 103,530 options (granted in
2000) Magyar Telekom’s ex-CEO still has open (Note 24.1.3).
(h)
Non-controlling interests represent the Non-controlling shareholders’ share of the net assets of subsidiaries, in which the Group has less than 100%
ownership.
(i)
In 2009 Magyar Telekom Plc. declared HUF 74 dividend per share (HUF 74 in 2008, HUF 70 in 2007).
(j)
The amount of dividends declared to Non-controlling owners includes predominantly the dividends declared to the Non-controlling owners of Makedonski Telekom (MKT) and Crnogorski Telekom (CT), the Group’s subsidiaries.
(k)
In 2007 managers exercised share options, for which the Company used its treasury shares. As a result of these transactions, the Company sold
414,283 of its treasury shares to the managers at the fixed option prices. On the sale of the treasury shares the Company recognized a gain of HUF
66 million, which was recognized in Retained earnings. For more details on the programs see Note 24.1.2.
(l)
As of January 1, 2007 Magyar Telekom acquired an additional 2% ownership in T-Systems Hungary (TSH) for a cost of HUF 60 million. The acquisition
was accounted for at cost as the transaction took place between entities under common control, and resulted in an excess of HUF 3 million recognized
in Retained earnings (Note 5.3.2). As of August 31, 2007 TSH had a legal split (spin-off), as a result of which the net assets and the equity of TSH were
divided between the owners, after which Magyar Telekom became a 100% owner of the net assets and equity retained in TSH. As the transaction
took place between entities under common control, the spin-off was accounted for at cost, and resulted in an excess of HUF 243 million recognized
in Retained earnings.
(m)
In 2007 Magyar Telekom Plc. merged with T-Online Hungary’s access business line and Emitel, its 100% subsidiaries. During the merger, the owners of
22,700 shares expressed their intention not to participate as owners in the merged Company. Consequently, the Company withdrew these shares and
paid off these owners with a corresponding decrease in Common stock, Additional paid in capital and Retained earnings, and the merged Company
was registered with 22,700 less shares as of September 30, 2007.
(n)
In 2009 Magyar Telekom Plc. merged with T-Kábel and Dél-Vonal, its 100% subsidiaries. During the merger, the owners of 3,072 shares expressed
their intention not to participate as owners in the merged Company. Consequently, the Company withdrew these shares and paid off these owners
with a corresponding decrease in Common stock, Additional paid in capital and Retained earnings. These amounts did not exceed HUF 1 million.
The merged Company was registered with 3,072 less shares as of September 30, 2009.
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Together with the approval of these financial statements for
issue, the Board of the Company proposes a HUF 74 per
share dividend distribution (in total HUF 77,052 million) to be
approved by the Annual General Meeting of the Company in
April 2010.

NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (in part)
Note 1. General Information (in part)
1.2 Investigation Into Certain Consultancy Contracts
1.2.1 Summary of the Investigations
In the course of conducting their audit of the Company’s 2005
financial statements, PricewaterhouseCoopers, the Company’s auditors, identified two contracts the nature and business purposes of which were not readily apparent to them.
In February 2006, the Company’s Audit Committee retained
White & Case, as its independent legal counsel, to conduct
an internal investigation into whether the Company had made
payments under those, or other contracts, potentially prohibited by U.S. laws or regulations, including the U.S. Foreign Corrupt Practices Act (”FCPA”) or internal Company
policy. The Company’s Audit Committee also informed the
United States Department of Justice (”DOJ”), the United
States Securities and Exchange Commission (”SEC”) and
the Hungarian Financial Supervisory Authority of the internal
investigation.
Based on the documentation and other evidence obtained
by it, White & Case preliminarily concluded that there was
reason to believe that four consulting contracts entered into in
2005 were entered into to serve improper objectives, and further found that during 2006 certain employees had destroyed
evidence that was relevant to the investigation. White & Case
also identified several contracts at our Macedonian subsidiary
that warranted further review. In February 2007, our Board of
Directors determined that those contracts should be reviewed
and expanded the scope of the internal investigation to cover
these additional contracts and any related or similarly questionable contracts or payments.
For further information about the internal and governmental investigations, please refer to the Company’s quarterly reports for the first, second and third quarters of 2009 and the
Company’s annual reports on Form 20-F for the year ended
December 31, 2008 filed with the SEC.
On December 2, 2009, the Audit Committee provided the
Company’s Board of Directors with a “Report of Investigation to the Audit Committee of Magyar Telekom Plc.” dated
November 30, 2009 (the “Final Report”). The Audit Committee indicated that it considers that, with the preparation of the
Final Report based on currently available facts, White & Case
has completed its independent internal investigation.
The Final Report includes the following findings and conclusions, based upon the evidence available to the Audit Committee and its counsel:
• The information obtained by the Audit Committee and
its counsel in the course of the investigation “demonstrates intentional misconduct and a lack of commitment to compliance at the most senior levels of Magyar Telekom, TCG, and MakTel during the period under
investigation.”
• As previously disclosed, with respect to Montenegrin
contracts, there is “insufficient evidence to establish
that the approximately EUR 7 million in expenditures
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made pursuant to four consultancy contracts . . . were
made for legitimate business purposes,” and there is
“affirmative evidence that these expenditures served improper purposes.” These contracts were not appropriately recorded in the books and records of the Company
and its relevant subsidiaries. As previously disclosed,
the Company has already reclassified, in the Company’s
financial statements, the accounting treatment relating
to certain of these contracts to more accurately account
for these expenditures.
• As previously disclosed, there is evidence that certain
former employees intentionally destroyed documents relating to activities undertaken in Macedonia by the Company and its affiliates. Between 2000 and 2006 a small
group of former senior executives at the Company and
the Company’s Macedonian affiliates, authorized the expenditure of approximately EUR 24 million through over
twenty suspect consultancy, lobbying, and other contracts (including certain contracts between the Company and its subsidiaries on one hand, and affiliates of a
Cyprus-based consulting company on the other hand).
The Final Report concludes that “the available evidence
does not establish that the contracts under which these
expenditures were made were legitimate.”
• “The evidence shows that, contrary to their terms, a
number of these contracts were undertaken to obtain
specific regulatory and other benefits from the government of Macedonia. The Companies generally received
the benefits sought and then made expenditures under
one or more of the suspect contracts. There is evidence
that the remaining contracts were also illegitimate and
created a pool of funds available for purposes other than
those stated on the face of the agreements.”
• In entering into these contracts and approving expenditures under them, the former senior executives knowingly caused, structured, or approved transactions that
shared most or all of the following characteristics:
— intentional circumvention of internal controls;
— false and misleading Company documents and
records;
— lack of due diligence concerning, and failure to monitor performance of, contractors and agents in circumstances carrying a high risk of corruption;
— lack of evidence of performance; and
— expenditures that were not for the purposes stated in
the contracts under which they were made, but rather
were intended to obtain benefits for the Companies
that could only be conferred by government action.
The Final Report states that “the Investigation did not uncover
evidence showing receipt of payments by any Macedonian
government officials or political party officials.” However, the
Audit Committee’s counsel did not have access to evidence
that would allow it to identify the ultimate beneficiaries of these
expenditures.
Nothing in the Final Report implicates any current senior
executive or Board member of the Company in connection
with any wrongdoing.
As previously disclosed, the Company has taken remedial
measures to address issues previously identified by the independent investigation. These measures included steps designed to revise and enhance the Company’s internal controls
as well as the establishment of the Corporate Compliance
Program.
Due to these measures, no modifications to the Corporate
Compliance Program were viewed as necessary in response
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to the Final Report. This conclusion has been discussed with
the Audit Committee and the Audit Committee has not made
recommendations either relating to the Company’s compliance program or internal controls.
The Company is continuing to assess the nature and scope
of potential legal remedies available to the Company against
individuals or entities that may have caused harm to the
Company.
As previously announced, the DOJ, the SEC and the Ministry of Interior of the Republic of Macedonia have commenced investigations into certain of the Company’s activities that were the subject of the internal investigation. Also,
as previously announced, the Hungarian National Bureau of
Investigation (“NBI”) has begun a criminal investigation into
alleged misappropriation of funds relating to payments made
in connection with the Company’s ongoing internal investigation and the possible misuse of personal data of employees
in the context of the internal investigation. These governmental investigations are continuing, and the Company continues
to cooperate with those investigations. The Company cannot
predict what the final outcome of those investigations may
be or the impact, if any, they may have on its financial statements or results of operations. Furthermore, government authorities could seek criminal or civil sanctions, including mon-

etary penalties, against the Company or its affiliates as well as
additional changes to its business practices and compliance
programs.
1.2.2 Accounting Implications of the Findings
of the Investigation
As a result of the findings of the Investigation (Note 1.2.1), we
identified three consultancy contracts, the payments of which
were erroneously capitalized as part of the goodwill arising on
the original acquisition of Makedonski Telekom in 2001 and
the goodwill arising on Makedonski Telekom’s repurchase of
10% of its shares in 2006. These amounts are now corrected
and accounted for as though these payments had been expensed in 2001 and 2006 rather than capitalized as part of
goodwill as originally reported.
In addition to the above, the other contracts that were identified by the Final Report, for which the available evidence does
not establish that the contracts under which these expenditures were made were legitimate, were expensed in 20012006, which require no restatements on their own. However,
depending on further analysis these contracts will probably
qualify as non deductible expenses for various taxes. As the
timing and the amount of the potential tax impacts and any
penalties related to these taxes are uncertain these were provided for retrospectively as at December 31, 2006, which also
had an impact on the balance of the Non-controlling interests.
2006

Intangible Assets
As reported
Change due to restatement
As restated
Provisions—Non Current
As reported
Change in presentation (Note 2.1.5)
After change in presentation
Change due to restatement
As restated
Retained Earnings
As reported
Change
As restated
Non-Controlling Interests
As reported
Change
As restated

2007
(In HUF Millions)

2008

331,740
(2,313)
329,427

337,227
(2,313)
334,914

337,692
(2,313)
335,379

3,533
(1,401)
2,132
1,482
3,614

12,886
(1,703)
11,183
1,482
12,665

9,417
(850)
8,567
1,482
10,049

397,311
(3,317)
393,994

385,044
(3,317)
381,727

401,001
(3,317)
397,684

67,128
(478)
66,650

66,695
(478)
66,217

63,079
(478)
62,601

The restatements had no impact on the Statements of comprehensive income or the Statements of cash flows.
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SECTION 5: STATEMENT OF CASH FLOWS
AND RELATED DISCLOSURES∗
IAS 7, STATEMENT OF CASH FLOWS
IFRSs Overview and Comparison
to U.S. GAAP
5.01 International Accounting Standard (IAS) 1, Presenta-

tion of Financial Statements, requires a statement of cash
flows as an integral part of a complete set of financial statements for each period for which financial statements are
presented. IAS 7, Statement of Cash Flows, establishes the
requirements for the preparation and presentation of a statement of cash flows.

Presentation
IFRSs
5.02 The statement of cash flows reports the changes to the

balance sheet account, cash, and cash equivalents (as those
terms are defined in IAS 7). In IAS 7, cash is defined as cash
on hand and demand deposits. Cash equivalents are defined
as short-term, highly liquid investments, readily convertible
to known amounts of cash, and subject to insignificant risk of
changes in value. An investment normally qualifies as shortterm only when it has a maturity date of three months or less
from the date of acquisition.
5.03 Entities that use bank overdrafts repayable on demand

as part of their normal cash management activities may include those amounts as a component of cash and cash equivalents. IAS 7 does not prohibit an equity instrument from being included in cash equivalents if it is, in substance, a cash
equivalent (that is, it meets the definition of a cash equivalent). An example of an equity instrument that could meet the
definition of a cash equivalent is a preferred share that have
a specified redemption date and are acquired within three
months of their maturity.
5.04 Preparation of a statement of cash flows requires an

entity to classify the inflows and outflows of cash and cash
equivalents into three categories: operating activities, investing activities, and financing activities. An entity should exclude movements within cash and cash equivalents from this
classification exercise because these movements are part of an
entity’s cash management activities rather than its operating,
investing, and financing activities. This treatment is consistent with the principle set forth in IAS 7 that cash management
includes the investment of excess cash in cash equivalents.
5.05 Operating activities are primarily derived from an en-

tity’s principal revenue producing activities (for example, col∗

Unless otherwise indicated, references to International Accounting Standards Board (IASB) standards and interpretations throughout this 2010
edition of IFRS Accounting Trends & Techniques refer to the version
of those standards and interpretations included in the IFRS 2010 bound
volume, the official printed consolidated text of IASB standards and interpretations, including revisions, amendments, and supporting documents,
issued as of January 1, 2010.

lections from customer and payments to suppliers of goods
or services, payments to employees, and payments of income
taxes). IAS 7 provides entities two alternatives for presenting cash flows from operating activities—the direct method
and the indirect method. However, the standard encourages,
but does not require, entities to use the direct method. The
direct method results in a presentation of gross cash collections and payments, except to the extent that the cash inflows
and outflows are either with the same customer and reflect
the activities of the customer rather than those of the entity,
or for items with quick turnover, in large amounts, and with
short maturities. Under the indirect method, the net cash flow
from operating activities is derived by adjusting profit or loss
(either before or after income taxes) for the effects of the
following:
• Noncash income and expense items (for example, depreciation and amortization, deferred taxes, provisions,
and share based payment expense)
• Changes in the entity’s working capital balance sheet
accounts (for example, changes in accounts receivable,
inventories, accounts payable, and accrued liabilities)
• Items for which the cash effects are reported as investing or financing cash flows (for example, purchases and
sales of property, plant, and equipment [PPE] and proceeds from and repayments of loans)
Entities should report cash flows arising from income taxes
separately as an operating activity unless they can be specifically identified with financing and investing activities.
5.06 Investing activities represent the extent to which the en-

tity has made expenditures to support future income and cash
flows (for example, acquisition and disposal of noncurrent assets, such as PPE, and investments in business combinations,
joint ventures, and associates).
5.07 Financing activities represent sources of funding for

both operations and investing activities and result in changes
in the size and composition of the equity capital and borrowings of the entity (for example, issues and repurchases of
share capital, and proceeds and repayments of principal on
borrowings).
5.08 Entities should report cash flows from investing and fi-

nancing activities by major class of gross proceeds and gross
cash payments unless an exception permitting net presentation applies. One exception to separate presentation of the
cash inflows and outflows is the same exception previously
described for operating activities presented under the direct
method. Another exception applies to financial institutions
for cash flows arising from acceptance or repayment of deposits with a fixed maturity date, cash flows arising from the
placement or withdrawal of deposits from other financial institutions, or from cash advances and loans to customers and
the respective repayments.
5.09 An entity should translate cash flows denominated in

a foreign currency and cash flows of a foreign operation into
its functional currency using the relevant exchange rate at the
dates of the cash flows. An entity should report cash flows
denominated in a foreign currency consistent with IAS 21,
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The Effects of Changes in Foreign Exchange Rates. Although
its objective is to translate these transactions using the relevant exchange rate between the entity’s functional currency
and foreign currency, IAS 21 permits the use of a weightedaverage exchange rate that approximates the actual rate. IAS
21 does not permit the use of an end-of-period exchange rate
in translating the cash flows of a foreign subsidiary. Gains
and losses arising on translation are not cash flows but IAS
7 requires these translation effects to be presented separately
in the statement of cash flows.
5.10 Entities should disclose separately interest paid, in-

terest received, dividends paid, and dividends received, and
classify each consistently from period to period as an operating, an investing, or a financing activity. IAS 7 requires
entities to disclose the total amount of interest paid during the
period whether expensed in the statement of comprehensive
income or capitalized in accordance with IAS 23, Borrowing
Costs.

5.15 The basic structure of the cash flow statement is the

same under both IFRSs and the FASB ASC. FASB ASC
230 requires an entity to classify cash flows as operating, financing, or investing activities, and FASB ASC 230 contains
similar examples of events included in these classifications.
However, FASB ASC 230-10-45 requires entities to classify
interest paid, interest and dividends received (except dividends with long term donor restrictions), and income taxes
paid or received as operating activities, even when associated with an investing or financing transaction. According to
FASB ASC 230-10-45-15, entities should classify dividends
paid as a financing activity.

Disclosure
IFRSs
5.16 IAS 7 requires entities to disclose the components of

using the equity or cost method, an entity should only report
those cash flows between itself and the investee (for example, dividends and advances). When using the proportionate
consolidation method of accounting for a jointly controlled
entity, the entity should include its proportionate share of the
jointly controlled entity’s cash flows in the relevant line item
of its own cash flow statement.

cash and cash equivalents and its policy for determining these
components. An entity should reconcile the amount shown in
the statement of cash flows with the equivalent balance sheet
amount. Entities also should disclose any restricted amounts
of cash and cash equivalents. When its policy for cash and
cash equivalents changes, the entity should account for the
change retrospectively as a change in accounting policy in
accordance with IAS 8, Accounting Policies, Changes in
Accounting Estimates and Errors.

5.12 Entities should report separately aggregate cash flows

5.17 An entity should not report noncash financing and in-

5.11 When accounting for an investment in another entity

from gaining and losing control of subsidiaries and other
businesses, classified as an investing activity. International
Financial Reporting Standard (IFRS) 5, Non-current Assets
Held for Sale and Discontinued Operations, requires separate disclosure of cash flows attributable to the operating,
investing, and financing activities of discontinued operations
either in the statement of cash flows or in the notes.
U.S. GAAP
5.13 The Financial Accounting Standards Board (FASB)

Accounting Standards CodificationTM (ASC) glossary definitions of cash and cash equivalents are similar to those used
in IAS 7, except that the FASB ASC definitions do not explicitly include the ability to include bank overdrafts in cash and
cash equivalents. Paragraphs 5 and 7 of 230-10-45, Statement
of Cash Flows, explains that gross cash flows are generally
more relevant than net cash flows unless the cash flows are
part of the entity’s cash management activities rather than its
operating, and financing activities. Paragraphs 8–9 of FASB
ASC 230-10-45 discuss the relevance of net amounts of demand deposits at a bank or customer accounts payable at a
broker-dealer. Despite no explicit prohibition in the FASB
ASC, current practice dictates that bank overdrafts are not
considered cash or cash equivalents and are classified as a
financing activity.

5.14

In addition, IFRSs are more lenient than the FASB
ASC and permit including equity instruments as cash equivalents. According to the FASB ASC glossary, generally, only
investments with original maturities of three months or less
qualify under the definition of cash equivalent, which would
disqualify equity instruments, except for some mandatorily
redeemable equity instruments.

IFRS ATT 5.10

vesting activities (for example, the acquisition of an asset by
assuming a mortgage or by means of a finance lease) in the
statement of cash flows. However, an entity should disclose
these activities elsewhere in the financial statements in order to provide information relevant to understanding these
significant financing and investing activities.
5.18 When an entity gains or loses control of a subsidiary (or

other business), in addition to reporting cash flows as previously described, it also should disclose the total consideration
paid or received (including the portion consisting of cash and
cash equivalents), the amount of the subsidiary’s cash and
cash equivalents, and the amounts of the subsidiary’s other
assets and liabilities (that is, assets and liabilities other than
cash or cash equivalents) by major class of asset and liability.
5.19 IAS 7 encourages entities to report additional in-

formation about the types of cash flows when relevant to
users’ understanding of the financial statements, including
the following:
• Undrawn borrowing facilities
• Aggregate cash flows of proportionately consolidated
joint ventures
• Aggregate amount of cash flows representing increases
in operating capacity
• Operating, investing, and financing cash flows by segment
U.S. GAAP
5.20 Like IAS 7, FASB ASC 230-10-50-1 requires an entity

to disclose its policy with respect to cash and cash equivalents
and to account for any changes as a change in accounting
principle with retrospective application and restatement of
the comparative periods presented.

P1: PjU
ACPA166-05

AICPA

AICPA-IFRS-ATT.cls

December 20, 2010

9:19

499

Section 5: Statement of Cash Flows and Related Disclosures

5.21 Like IFRSs, entities reporting under the FASB ASC

can present operating activities using either the direct or indirect method. However, FASB ASC 230-10-45–30 also requires entities using the direct method to provide a reconciliation of net income to cash flow from operating activities.
Essentially, this requirement results in an entity disclosing
both the direct and indirect method of presenting its operating activities. IAS 7 does not require this additional disclosure. FASB ASC 230-10-45-24 states that separate disclosure
of cash flows of extraordinary items or discontinued operations is not required. However, additional additional Securities and Exchange Commission (SEC) requirements apply
to SEC registrants, including disclosure of cash flows from
operating, investing, and financing activities associated with
discontinued operations separately from continuing operations if that information is not apparent from the cash flow
statement.
5.22 FASB ASC 230-10-45-3 prohibits reporting cash flow

per share in the financial statements. Cash flow per share is
not discussed in IFRSs.

TABLE 5-1: METHOD OF REPORTING CASH FLOWS
FROM OPERATING ACTIVITIES
Survey entities electing the indirect method.....................
Survey entities electing the direct method .......................
Total.............................................................................

2009
141
19
160

2008
91
9
100

TABLE 5-2: CLASSIFICATIONS OF REPORTED INCOME
TAX, INTEREST, AND DIVIDEND CASH
FLOWS
2009

2008

Survey Entities Reporting Income Tax Paid or
Received
Operating...........................................................................
Investing(1) .........................................................................
Financing...........................................................................
No taxes paid or received presented................................
Total.............................................................................

160
1
0
0
161

100
1
0
0
101

Survey Entities Reporting Interest Received
Operating...........................................................................
Investing(2) .........................................................................
Financing...........................................................................
No interest received presented.........................................
Total.............................................................................

86
52
2
20
160

62
33
1
5
101

Survey Entities Reporting Interest Paid ......................
Operating...........................................................................
Investing............................................................................
Financing(3) ........................................................................
No interest paid presented................................................
Total.............................................................................

111
2
47
3
163

72
1
29
0
102

Survey Entities Reporting Dividends Received
Operating...........................................................................
Investing............................................................................
Financing...........................................................................
No dividends received presented.....................................
Total.............................................................................

53
46
0
71
160

37
26
0
37
100

Survey Entities Reporting Dividends Paid
Operating...........................................................................
Investing............................................................................
Financing...........................................................................
Presented between operating and investing(4) .................
No dividends received presented.....................................
Total.............................................................................

3
0
128
2
27
160

0
0
88
3
9
100

Survey Entities Reporting Dividends Paid to
Minority Interest
Operating...........................................................................
Investing............................................................................
Financing...........................................................................
No dividends paid to minority interest ..............................
Total.............................................................................

4
1
45
110
160

3
1
39
57
100

(1)

(2)

(3)

(4)

In 2008 and 2009, one survey entity reported income tax paid as
an operating cash flow and income tax paid on a gain from asset
disposal as an investing cash flow.
In 2008, one survey entity reported interest received as both an
operating and an investing cash flow (interest received on cash
surpluses not included under cash equivalents).
In 2008, one survey entity reported interest paid as both an operating and financing cash flow (interest paid on subordinated
liabilities).
In 2008, there were three and in 2009, two South African survey
entities that presented dividends paid as a cash outflow after cash
from operations, but before presenting cash flows from investing
activities.
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Presentation and Disclosure
Excerpts—Continuing Application
Presentation of Operating Activities Using
the Direct Method, Discontinued Operations
5.23

Portugal Telecom, SGPS, S.A. (Dec 2009)
CONSOLIDATED STATEMENT OF CASH FLOWS
FOR THE YEARS ENDED 31 DECEMBER 2009,
2008 AND 2007
(Amounts stated in Euros)
Operating Activities
Collections from clients
Payments to suppliers
Payments to employees
Payments relating to income taxes
Payments relating to post retirement benefits
Payments relating to indirect taxes and other
Cash flow from operating activities from continuing operations
Cash flow from operating activities from discontinued operations
Cash flow from operating activities(1)
Investing Activities
Cash receipts resulting from:
Short-term financial applications
Financial investments
Tangible and intangible assets
Interest and related income
Dividends
Other investing activities
Payments resulting from:
Short-term financial applications
Financial investments
Tangible and intangible assets
Other investing activities
Cash flow from investing activities related to continuing operations
Cash flow from investing activities related to discontinued operations
Cash flow from investing activities(2)
Financing Activities
Cash receipts resulting from:
Loans obtained
Increases in share capital and paid-in surplus
Subsidies
Other financing activities
Payments resulting from:
Loans repaid
Lease rentals (principal)
Interest and related expenses
Dividends
Acquisition of treasury shares
Other financing activities
Cash flow from financing activities related to continuing operations
Cash flow from financing activities related to discontinued operations
Cash flow from financing activities(3)
Cash and cash equivalents at the beginning of the period
Change in cash and cash equivalents (4) = (1) + (2) + (3)
Effect of exchange differences
Cash and cash equivalentes of discontinued operations as of the disposal dates
Cash and cash equivalents at the end of the period

IFRS ATT 5.23

Notes

2009

2008

2007

44.a
9.5
44.b

7,783,167,222
(4,298,265,954)
(736,268,577)
(161,179,339)
(251,165,791)
(408,674,451)
1,927,613,110
—
1,927,613,110

7,779,372,079
(4,304,337,083)
(654,930,966)
(245,970,058)
(196,801,097)
(548,446,669)
1,828,886,206
—
1,828,886,206

7,070,397,265
(3,653,519,418)
(654,757,374)
(206,528,920)
(284,159,570)
(610,407,039)
1,661,024,944
198,182,708
1,859,207,652

27,827,287
401,660,387
11,705,679
59,205,383
140,164,156
876,528
641,439,420

3,780,376,156
32,380,948
40,785,288
281,228,219
19,175,607
2,177,393
4,156,123,611

25,017,800,206
239,646,906
15,424,276
246,999,708
94,799,920
130,710,004
25,745,381,020

(1,761,381)
(10,614,560)
(1,296,585,044)
(3,766,717)
(1,312,727,702)
(671,288,282)
—
(671,288,282)

(2,663,016,114)
(348,600,843)
(1,056,927,189)
(7,508,185)
(4,076,052,331)
80,071,280
—
80,071,280

(24,652,859,679)
(3,342,537)
(756,401,882)
(17,214,795)
(25,429,818,893)
315,562,127
(79,620,931)
235,941,196

28,152,064,374
13,455,882
949,426
30,332,926
28,196,802,608

37,882,851,516
685,193
1,044,517
7,151,102
37,891,732,328

9,032,800,130
—
1,781,572
220,786
9,034,802,488

(28,055,009,263)
(17,047,074)
(421,635,937)
(588,516,153)
—
(38,584,894)
(29,120,793,321)
(923,990,713)
—
(923,990,713)
1,010,655,198
332,334,115
106,527,236
—
1,449,516,549

(37,092,659,729)
(22,011,222)
(580,044,224)
(574,613,933)
(1,049,745,618)
(45,270,637)
(39,364,345,363)
(1,472,613,035)
—
(1,472,613,035)
664,642,854
436,344,451
(90,332,107)
—
1,010,655,198

(8,809,340,609)
(17,089,599)
(491,753,664)
(552,726,968)
(1,050,271,924)
(46,962,926)
(10,968,145,690)
(1,933,343,202)
(20,267,540)
(1,953,610,742)
548,464,617
141,538,106
23,442,726
(48,802,595)
664,642,854

20

44.c
44.d
44.e
44.f

44.c
44.g

20

44.h
44.i
44.j

44.h
44.k
41.2
44.j

20
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NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (in part)
As at 31 December 2009
(Amounts stated in Euros, except where otherwise stated)

Note 3. Accounting Policies, Judgments and Estimates
(in part)
(viii) Cash and Cash Equivalents and Short Term
Investments (Note 24)
Cash and cash equivalents comprise cash on hand and demand bank deposits, due within three months or less from
the date of acquisition, that are readily convertible to a known
amount of cash and are subject to an insignificant risk of
changes in value. Cash and cash equivalents also includes
deposits from customers and other entities that have not yet
been cleared.
In the consolidated Consolidated Statement of Cash Flows,
cash and cash deposits also includes overdrafts recognised
under the caption “Short-term debt.”
Short-term investments comprise investments for the purpose of generating investment returns, and they are therefore
not classified as cash equivalents.

Note 20. Discontinued Operations (in part)
The statement of cash flows of PT Multimedia in the ten-month
period ended 31 October 2007 prior to the conclusion of the
spin-off was as follows:
Euro
Operating Activities
Collections from clients
Payments to suppliers
Payments to employees
Payments relating to income taxes
Payments relating to indirect taxes and other
Cash flow from operating activities
Investing Activities
Cash receipts resulting from
Financial investments
Tangible fixed assets
Interest and related income
Dividends
Other investing activities
Payments resulting from
Financial investments
Tangible and intangible assets
Other investing activities
Cash flow from investing activities
Financing Activities
Cash receipts resulting from
Loans obtained
Other financing activities
Payments resulting from
Loans repaid
Lease rentals (principal)
Interest and related expenses
Dividends
Cash flow from financing activities

Note 24. Short-Term Investments
As at 31 December 2009 and 2008, this caption consists of
short-term financial applications which have terms and conditions previously agreed with financial institutions.

Note 44. Consolidated Statement of Cash Flows
(in part)
(a) In 2009, the reduction in the caption “Payments relating to income taxes” is primarily related to the domestic operations, as the last installment of income taxes
related to 2007 paid in May 2008 (Euro 64 million)
compares to an amount received in September 2009
(Euro 11 million), as payments on account made during 2008 were higher than the tax payable. In addition,
payments on account made in 2008 (Euro 124 million)
were higher than those made in 2009 (Euro 108 million). The increase in 2008 is primarily explained by
the full utilisation of tax losses carried forward from

727,457,467
(462,184,646)
(33,939,670)
(2,656,318)
(30,494,125)
198,182,708

3,340,528
2,038,056
605,125
1,476,409
2,163,792
9,623,910
(3,462)
(89,240,828)
(551)
(89,244,841)
(79,620,931)

125,220,982
333,367
125,554,349
(59,595,173)
(32,994,076)
(12,058,846)
(41,173,794)
(145,821,889)
(20,267,540)

Portugal Telecom’s tax consolidation group at the end
of 2006, leading to lower payments on account made
in 2007 as compared to 2008, and also to higher payments at Vivo in connection with the improvement in
its results.
(b) The caption “Payments relating to indirect taxes and
other” includes primarily payments related to the expenses recorded in the caption “Indirect taxes” (Note
14) of the Consolidated Income Statement, and also
payments and collections of Value-Added Tax in Portugal. The reduction occurred in this caption in 2009
is basically explained by a decrease in payments of
Value-Added Tax in Portugal.
(c) These captions include basically cash payments
from new short-term financial applications entered
into and cash receipts from the short-term applications matured. Net cash receipts decreased to
Euro 26,065,906 in 2009, as compared to Euro
1,117,360,042 in 2008, because as the maturity of
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most of these applications was reached during 2008
they were converted into cash and cash equivalents,
which also explains the higher levels of cash receipts
and payments related to short-term financial applications in 2008. This also explains the increase occurred
in 2008, from net cash receipts of Euro 364,940,527
in 2007.
(d) During the years ended 31 December 2009, 2008 and
2007, cash receipts resulting from financial investments were as follows:
Euro
Médi Télécom
(Notes 1, 7
and 31)
Banco BEST
(Note 31)
Africatel (Note 17)
BES (Note 17)
Telefónica
(Note 17)
Other

2009

2008

2007

400,000,000

—

—

—
—
—

16,000,000
13,426,862
—

—
116,999,817
110,318,600

—
1,660,387

—
2,954,086

5,107,941
7,220,548

401,660,387

32,380,948

239,646,906

During the years ended 31 December 2009, 2008 and
2007, cash receipts resulting from dividends were as
follows:
Euro
Unitel(i)
CTM
Páginas
Amarelas
Other
(i)

2009

2008

2007

121,408,615
17,967,803

—
15,912,135

72,949,311
16,222,842

—
787,738

2,008,000
1,255,472

2,434,000
3,193,767

140,164,156

19,175,607

94,799,920

In 2009, this caption includes the dividends received from
Unitel related to its earnings of 2007 and 2008 amounting
to Euro 61 million (US$80 million—Note 26) and Euro 60
million (US$90 million—Note 26), respectively. In 2007, this
caption includes the dividends received from Unitel related
to its earnings of 2006 and 2005 amounting to Euro 46
million and Euro 27 million, respectively.

(f) In 2007, the caption “Cash receipts resulting from other
investing activities” includes mainly Euro 94,477,028
related to the cash settlement of equity swaps
over shares of PT Multimedia (Note 42) and Euro
32,188,194 related to the cash settlement of equity swaps over Portugal Telecom’s treasury shares
(Note 17).
(g) In 2009, payments resulting from financial investments
include an amount of Euro 4,500,000 (Note 31) related
to an advance for the acquisition of Reti—Rede Teledifusora Independente, SA.
In 2008, payments resulting from financial investments include a total amount of Euro 517,006,925
(Note 2) related to the acquisition of Telemig, net of
an amount of Euro 170,803,876 (Note 2) related to
the cash and cash equivalents of Telemig as at 1 April
2008, the date on which this company was included for
the first time in the consolidation perimeter.
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(h) These captions are basically related to commercial paper and other bank loans which are regularly renewed.
In 2009, cash receipts from loans obtained, net of
cash payments from loans repaid, amounted to Euro
97,055,111. As detailed in Note 35, cash receipts from
loans obtained include primarily (1) the Eurobonds issued by PT Finance during 2009 (Euro 2,050 million),
(2) the non-convertible bonds issued by Vivo Participaçoes in January and October 2009 (Euro 184 million) and (3) the floating rate notes issued by PT Finance in July 2009 (Euro 250 million). Cash payments
from loans repaid include basically the repayments of:
(1) the Eurobond issued by PT Finance in 1999 (Euro
880 million); (2) the commercial paper outstanding as
at 31 December 2008 (Euro 649 million); (3) the floating rate notes issued by PT Finance in December 2008
(Euro 200 million); (4) the loan obtained from Anatel in
connection with the acquisition of 3G licenses (Euro
187 million); and (5) the bonds issued by Vivo Participaçoes in 2003 (Euro 94 million).
In 2008, cash receipts from loans obtained net of
cash payments from loans repaid amounted to Euro
790,191,787, and included primarily: (1) Euro 200 million and Euro 50 million related to the floating rate
notes issued by PT Finance during 2008 (Note 35); (2)
Euro 324,937,659 related to the increase in the commercial paper outstanding at year-end; and (3) Euro
227,247,163 (Note 35) related to the loaned obtained
by Vivo from Anatel related to the 3G licenses acquired
in April 2008.
In 2007, cash receipts from loans obtained net of
cash payments from loans repaid amounted to Euro
223,459,521.
(i) In 2009, this caption relates basically to the contribution of the minority shareholders to the share capital
increase occurred at Vivo Participaçoes in February
2009.
(j) Cash receipts resulting from other financing activities in
2009 and cash payments resulting from other financing
activities in 2008 and 2007 relate primarily to the settlement of cross currency derivatives by Vivo. Cash payments resulting from other financing activities in 2009
include an amount of Euro 38 million (Note 37) related
to the settlement of exchange rate derivatives held for
trading by Portugal Telecom.
(k) The detail of dividends paid during the years ended 31
December 2009, 2008 and 2007 is as follows:
Euro
Portugal
Telecom
(Note 22)
Vivo
Cabo Verde
Telecom
MTC
Africatel
Other

2009

2008

2007

503,626,688
47,914,412

533,200,884
8,728,728

516,506,816
—

14,104,445
10,629,021
5,100,000
7,141,587

10,166,333
18,607,326
—
3,910,662

7,519,738
12,275,947
11,225,634
5,198,833

588,516,153

574,613,933

552,726,968
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Section 5: Statement of Cash Flows and Related Disclosures

Presentation of Operating Activities Using
the Indirect Method—Adjustments to Net
Income (Loss)
5.24

Compagnie Generale De Geophysique-Veritas,
S.A. (Dec 2009)
CONSOLIDATED STATEMENTS OF CASH FLOWS
(In Millions of Euros)
Operating
Net income (loss)
Depreciation and amortization
Multi-client surveys depreciation and amortization
Variance on provisions
Stock based compensation expenses
Net gain (loss) on disposal of fixed assets
Share in profits of affiliates
Dividends received from affiliates
Other non-cash items
Net cash including net cost of financial debt and income tax
Less net cost of financial debt
Less income tax expense
Net cash excluding net cost of financial debt and income tax
Income tax paid
Net cash before changes in working capital
—change in trade accounts and notes receivables
—change in inventories and work-in-progress
—change in other current assets
—change in trade accounts and notes payable
—change in other current liabilities
Impact of changes in exchange rate on financial items
Net cash provided by operating activities
Investing
Total capital expenditures (including variation of fixed assets suppliers,
excluding multi-client surveys)
Investments in multi-client surveys
Proceeds from disposals of tangible & intangible assets
Total net proceeds from financial assets
Acquisition of investments, net of cash & cash equivalents acquired
Impact of changes in consolidation scope
Variation in loans granted
Variation in subsidies for capital expenditures
Variation in other non-current financial assets
Net cash used in investing activities
Financing
Repayment of long-term debt
Total issuance of long-term debt
Lease repayments
Change in short-term loans
Financial expenses paid
Net proceeds from capital increase:
—from shareholders
—from minority interest of integrated companies
Dividends paid and share capital reimbursements:
—to shareholders
—to minority interest of integrated companies
Acquisition/disposal from treasury shares
Net cash provided by (used in) financing activities
Effect of exchange rates on cash
Net increase (decrease) in cash and cash equivalents
Cash and cash equivalents at beginning of year
Cash and cash equivalents at end of period

Notes

28
10

28

9 &10
10
28
28

28

28

28
28

2009

Year
2008

2007

(258.9)
523.0
289.3
27.2
10.7
(0.3)
(8.3)
0.7
(4.0)
579.4
105.2
(9.8)
674.8
(74.2)
600.6
95.7
59.4
22.4
(121.5)
(33.5)
(6.3)
616.8

340.0
233.5
260.8
2.8
23.8
2.0
(3.0)
1.4
4.4
865.7
83.8
108.3
1,057.8
(137.5)
920.3
(39.7)
(26.6)
9.7
(17.5)
30.8
8.6
885.6

249.6
179.1
308.5
2.0
20.6
(0.3)
(4.2)
5.3
(9.2)
751.4
109.1
129.4
989.9
(144.1)
845.8
(133.0)
(41.4)
(12.8)
(13.3)
22.5
(20.5)
647.3

(170.1)
(229.3)
7.4
—
(84.2)
(1.7)
(0.5)
(0.1)
(1.2)
(479.7)

(155.4)
(343.4)
1.5
8.8
(6.0)
—
(7.6)
(0.1)
(1.3)
(503.5)

(230.5)
(371.4)
27.4
2.8
(1,019.1)
—
(0.2)
(0.1)
18.0
(1,573.1)

(266.9)
244.9
(36.2)
(5.6)
(106.7)

(64.7)
39.2
(7.2)
(9.7)
(82.9)

(622.8)
1,698.3
(10.0)
12.0
(123.5)

1.5
—

1.9
—

9.1
—

—
(2.6)
4.6
(167.0)
(6.7)
(36.6)
516.9
480.3

—
(1.4)
(14.1)
(138.9)
19.4
262.6
254.3
516.9

—
(6.0)
(6.9)
950.2
(21.9)
2.5
251.8
254.3
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NOTES TO CONSOLIDATED FINANCIAL
STATEMENTS (in part)

Non-cash investing and financing transactions that are excluded from the consolidated statements of cash flows consisted of the following:

Note 1. Summary of Significant Accounting Policies
(in part)
14—Cash-Flow Statement
The cash flows of the period are presented in the cash
flow statement within three activities: operating, investing and
financing activities:
• Operating activities Operating activities are the principal revenue-producing activities of the entity and other
activities that are not investing or financing activities.
• Investing activities Investing activities are the acquisition
and disposal of long-term assets and other investments
not included in cash equivalents. When a subsidiary is
acquired, a separate item, corresponding to the consideration paid net of cash and cash equivalents held by
the subsidiary at the date of acquisition, provides the
cash impact of the acquisition.
• Financing activities Financing activities are activities
that result in changes in the size and composition of
the contributed equity and borrowings of the entity. They
include the cash impact of financial expenses.
• Cash and cash equivalents Cash and cash equivalents
are liquid investments that are readily convertible to
known amounts of cash in less than three months.

Note 28. Supplementary Cash Flow Information
In 2009, depreciation and amortization include €217.6 impairment of goodwill (see note 11).
Acquisitions in 2009 included 30.1% of Wavefield shares
subject to the mandatory offer at December 31, 2008 for
€62.1 million, our 49% share in Eidesvik Seismic Vessel AS
for €17.1 million and additional 37% shares of Multifield acquired for €2.9 million.
Acquisitions in 2008 included Quest Geo Solutions for €4.4
million acquired cash, Metrolog for €21.5 million, and Wavefield for €(19.9) million acquired cash. These reflect total consideration €206.6 million less the €25.8 million cash held by
Wavefield and less the fair value of the increase in the capital
of CGGVeritas for €139.0 million, and the debt to the minority interests corresponding to the 30.1% not yet acquired at
December 31, 2008 for €62.1 million.
The €1,019.1 million total acquisition in 2007 corresponded
to the net investment of €993.1 million for the acquisition of
Veritas (Total consideration less the €97.4 million cash held
by Veritas and less the increase in the capital of CGGVeritas
for €1,435.8 million), the acquisition of OHM for €22.9 million
and Cybernetix shares for €3.1 million.
Proceeds from sales of assets corresponded to the sale of
Ardiseis shares in 2008 and Eastern Echo shares in 2007.
The “Financial expenses paid” for 2009, 2008 and 2007
included mainly fees and interest related to the Term Loan B
senior facility, and the senior notes (see note 13).
The “Impact of changes in exchange rate on financial items”
corresponds notably to the elimination of the unrealized exchange gains (losses) resulting from the gross financial debt
in U.S. dollars located in those subsidiaries whose functional
currency is euro.
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(In Millions of Euros)
Equipment acquired under
capital leases

Year Ended December 31
2009
2008
2007
22.2

—

0.1

The cash and cash equivalents are composed as follows:

(In Millions of Euros)
Cash
Cash equivalents
Restricted cash
Total cash and cash equivalents

Year Ended December 31
2009
2008
2007
382.5
422.4
169.3
97.8
77.5
85.0
—
17.0
—
480.3
516.9
254.3

At December 31, 2008, the restricted cash corresponded to
the part of the cash and cash equivalent of Wavefield pledged
in favor of financial institutions pursuant to the guarantees
issued to clients in the normal course of business.
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Section 5: Statement of Cash Flows and Related Disclosures

Presentation of Operating Activities Using
the Indirect Method—Adjustments to
Operating Profit, Reconciliation to Net Debt
5.25

National Grid plc (Mar 2009)
CONSOLIDATED CASH FLOW STATEMENT
For the years ended 31 March

Notes
Cash Flows From Operating Activities
Total operating profit
Adjustments for:
Exceptional items, remeasurements and stranded cost recoveries
Depreciation and amortisation
Share-based payment charge
Changes in working capital
Changes in provisions
Changes in pensions and other post-retirement benefit obligations
Cash flows relating to exceptional items
Cash flows relating to stranded cost recoveries
Cash flows generated from continuing operations
Cash flows relating to discontinued operations (excluding tax)
Cash generated from operations
Tax paid
Net cash inflow from operating activities
Cash Flows From Investing Activities
Acquisition of subsidiaries, net of cash acquired
Acquisition of other investments
Sale of investments in subsidiaries and other investments
Purchases of intangible assets
Purchases of property, plant and equipment
Disposals of property, plant and equipment
Interest received
Purchases of financial investments
Sales of financial investments
Cash flows used in continuing operations—investing activities
Cash flows relating to discontinued operations—investing activities (net of tax)
Net cash flow used in investing activities
Cash Flows From Financing Activities
Proceeds from issue of share capital and sale of treasury shares
Proceeds from loans received
Repayment of loans
Net movements in short-term borrowings and derivatives
Interest paid
Exceptional finance costs on the repayment of debt
Dividends paid to shareholders
Cash paid to shareholders under B share scheme
Repurchase of share capital and purchase of treasury shares
Net cash flow (used in)/from financing activities
Net increase/(decrease) in cash and cash equivalents
Exchange movements
Cash included within assets of businesses held for sale
Net cash and cash equivalents at start of year
Net cash and cash equivalents at end of year(i)
(i)

27(a)

28

27(b)

2009
£m

2008
£m

2007
£m

2,623

2,964

2,513

292
1,122
22
54
(99)
(678)
(131)
359
3,564
(8)

(369)
994
18
(150)
(5)
(333)
(132)
278
3,265
10

(482)
871
15
127
(31)
(125)
(86)
288
3,090
181

3,556
(143)
3,413

3,275
(110)
3,165

3,271
(313)
2,958

—
(73)
—
(78)
(3,107)
27
85
(6,173)
6,272
(3,047)
1,049
(1,998)

(3,502)
(26)
55
(45)
(2,832)
26
206
(8,788)
8,833
(6,073)
3,050
(3,023)

(269)
—
19
(33)
(2,185)
21
216
(3,699)
1,974
(3,956)
(105)
(4,061)

8
4,892
(2,618)
(633)
(1,061)
—
(838)
—
(627)
(877)
538
18
—
164

23
1,568
(650)
671
(900)
—
(780)
(26)
(1,498)
(1,592)
(1,450)
4
23
1,587

16
5,519
(2,311)
(163)
(813)
(45)
(730)
(26)
(169)
1,278
175
(14)
(23)
1,449

720

164

1,587

Net of bank overdrafts of £17m (2008: £10m; 2007: £6m).
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NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS—ANALYSIS OF ITEMS IN THE
PRIMARY STATEMENTS (in part)
Unnumbered Note: Accounting Policies (in part)
W. Cash and Cash Equivalents
Cash and cash equivalents include cash held at bank and
in hand, together with short-term highly liquid investments
with an original maturity of less than three months that are
readily convertible to known amounts of cash and subject to
an insignificant change in value and bank overdrafts which
are reported in borrowings.

Note 27. Consolidated Cash Flow Statement
(a) Cash Flow From Operating Activities—Discontinued
Operations

Operating profit
Adjustments for:
Exceptional items
Depreciation and amortisation
Changes in working capital, provisions and pensions
Cash flow relating to discontinued operations

2009
£m
13

2008
£m
35

2007
£m
62

—
—
(21)
(8)

—
—
(25)
10

55
72
(8)
181

(b) Cash Flow from Investing Activities—Discontinued
Operations

Disposal proceeds(i)
Tax arising on disposal
Acquisition of subsidiaries, net of cash acquired
Other investing activities
Cash flow relating to discontinued operations
(i)

2009
£m

2008
£m

2007
£m

1,617
(564)
—
(4)
1,049

3,064
—
—
(14)
3,050

27
—
(85)
(47)
(105)

Disposal proceeds are in respect of the sale of assets and liabilities classified as held for sale.

(c) Reconciliation of Net Cash Flow to Movement in Net Debt

Movement in cash and cash equivalents
(Decrease)/increase in financial investments
Increase in borrowings and derivatives
Cash paid to shareholders under B share scheme
Net interest paid
Change in net debt resulting from cash flows
Changes in fair value of financial assets and liabilities and exchange movements
Net interest charge on the components of net debt
Borrowings of subsidiary undertaking acquired
Amounts reclassified to businesses held for sale
Other non-cash movements
Movement in net debt (net of related derivative financial instruments) in the year
Net debt at start of year
Net debt (net of related derivative financial instruments) at end of year

IFRS ATT 5.25

2009
£m
538
(99)
(1,641)
—
956
(246)
(3,625)
(1,161)
—
—
—
(5,032)
(17,641)
(22,673)

2008
£m
(1,450)
(45)
(1,589)
26
694
(2,364)
(133)
(901)
(2,446)
17
(26)
(5,853)
(11,788)
(17,641)

2007
£m
175
1,725
(3,045)
26
597
(522)
331
(655)
(48)
(42)
(2)
(938)
(10,850)
(11,788)
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(d) Analysis of Changes in Net Debt

At 31 March 2006
Cash flow
Fair value gains and losses and
exchange movements
Interest charges
Other non-cash movements
At 31 March 2007
Cash flow
Fair value gains and losses and
exchange movements
Interest charges
Acquisition of subsidiary undertaking
Other non-cash movements
At 31 March 2008
Cash flow
Fair value gains and losses and
exchange movements
Interest charges
At 31 March 2009
(i)

Cash and
Cash
Equivalents
£m
1,452
178

Bank
Overdrafts
£m
(3)
(3)

Net Cash
and Cash
Equivalents
£m
1,449
175

Financial
Investments(i)
£m
384
1,509

Borrowings(i)
£m
(13,126)
(2,233)

Derivatives(i)
£m
443
27

Total
£m
(10,850)
(522)

(14)
—
(23)
1,593
(1,446)

—
—
—
(6)
(4)

(14)
—
(23)
1,587
(1,450)

(9)
215
(1)
2,098
(251)

511
(833)
(30)
(15,711)
(729)

(157)
(37)
(38)
238
66

331
(655)
(92)
(11,788)
(2,364)

4
—
—
23
174
545

—
—
—
—
(10)
(7)

4
—
—
23
164
538

4
211
33
—
2,095
(184)

(990)
(1,066)
(2,479)
(18)
(20,993)
(1,316)

849
(46)
—
(14)
1,093
716

(133)
(901)
(2,446)
(9)
(17,641)
(246)

18
—
737

—
—
(17)

18
—
720

207
79
2,197

(3,222)
(1,245)
(26,776)

(628)
5
1,186

(3,625)
(1,161)
(22,673)

Includes interest. Accrued interest at 31 March 2009 was £258m (2008: £225m).

Operating Activities: Adjustments for
Construction Contract Income, Investment
Income, Gains or Losses on Redemption of
Capital Instruments, Gains or Losses on
Disposal of Available for Sale Securities
5.26

Allied Irish Bank plc (Dec 2009)
CONSOLIDATED STATEMENT OF CASH FLOWS
For the year ended 31 December 2009

Notes
Reconciliation of Profit Before Taxation to Net Cash Inflow
From Operating Activities
(Loss)/profit before taxation
Adjustments for:
Gain on redemption of subordinated liabilities and other capital instruments
Profit on disposal of businesses
Construction contract income
Profit on disposal of property, plant and equipment
Investment income
Associated undertakings

7
15
14
13
34

2009
€m

Restated(1)
2008
€m

Group
Restated(1)
2007
€m

Allied Irish Banks, plc
2009
2008
2007
€m
€m
€m

(2,656)

1,034

2,511

(2,726)

1,067

1,625

(623)
—
(1)
(23)
(64)
(46)

—
(106)
(12)
(12)
(55)
(99)

—
(1)
(55)
(76)
(56)
(131)

(282)
—
—
(21)
(896)
—

—
(106)
—
(9)
(540)
—

—
1
—
(76)
(532)
—

(continued)
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Impairment of associated undertakings
Provisions for impairment of loans and receivables
Provisions for liabilities and commitments
Amounts written off financial investments available for sale
(Decrease)/increase in other provisions
Depreciation, amortisation and impairment
Interest on subordinated liabilities and other capital instruments
Profit on disposal of financial investments available for sale
Share based payment
Amortisation of premiums and discounts
Decrease/(increase) in prepayments and accrued income
(Decrease)/increase in accruals and deferred income
Net increase/(decrease) in deposits by banks
Net (decrease)/increase in customer accounts
Net decrease/(increase) in loans and receivables to customers(2)
Net (increase)/decrease in loans and receivables to banks
Net decrease/(increase) in trading portfolio financial assets/liabilities
Net decrease/(increase) in derivative financial instruments
Net decrease/(increase) in items in course of collection
Net (decrease)/increase in debt securities in issue
Net (increase)/decrease in notes in circulation
Net decrease/(increase) in other assets
Net increase/(decrease) in other liabilities
Effect of exchange translation and other adjustments
Net cash (outflow)/inflow from operating assets and liabilities
Net cash (outflow)/inflow from operating activities before taxation
Taxation paid
Net cash (outflow)/inflow from operating activities
Investing activities (note a)
Financing activities (note b)
Increase/(decrease) in cash and cash equivalents
Opening cash and cash equivalents
Effect of exchange translation adjustments
Closing cash and cash equivalents
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Notes
34
29
12

2009
€m
308
5,355
1
24
(6)
156
275
(173)
1
(46)
377
(429)
2,430
7,636
(9,957)
3,656
(1,116)
26
249
30
(7,203)
54
231
716
(961)
(6,639)
(4,209)
(54)
(4,263)
4,542
3,180
3,459
8,522
86
12,067

Restated(1)
2008
€m
57
1,822
(2)
29
26
170
249
(146)
5
(18)
1
(306)
2,637
(3,880)
16,939
(11,895)
11
1,466
(500)
70
(2,335)
(109)
668
1,016
934
2,385
5,022
(357)
4,665
(5,544)
(540)
(1,419)
10,427
(486)
8,522

Group
Restated(1)
Allied Irish Banks, plc
2007
2009
2008
2007
€m
€m
€m
€m
—
108
57
—
106
4,608
1,388
80
(8)
1
(4)
(9)
1
21
25
—
(2)
2
3
(6)
145
112
121
93
252
248
198
195
(52)
(169)
(117)
(10)
41
(2)
(4)
27
27
(16)
(4)
30
(244)
254
(38)
(440)
434
(369)
(10)
379
2,892
873
2,027
1,357
(2,025)
9,348
698
(5,263)
8,231
(5,547) 14,157
14,710
(23,827)
1,291
(7,544) (27,714)
256
(8,743) (6,420)
5,566
516
(31)
1,599
384
(75)
382
(356)
(107)
122
24
52
71
14,321
(3,299) (3,693) 11,759
(13)
—
—
—
232
208
435
54
(235)
408
764
(159)
522
46
503
280
(1,975) (5,913)
195
(419)
917
(5,040)
2,222
938
(400)
(2)
(106)
(176)
517
(5,042)
2,116
762
(3,325)
4,887
(3,024)
(2,436)
(848)
3,242
(423)
(710)
(3,656)
3,087
(1,331)
(2,384)
14,355
6,984
8,951
11,614
(272)
68
(636)
(279)
10,427 10,139
6,984
8,951
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Operating Activities: Adjustment for
Impairment Losses on Property, Plant and
Equipment, Intangible Assets, and Writedown
and Reversal of Writedowns of Inventories
5.27

Acergy S.A. (Nov 2009)
CONSOLIDATED CASH FLOW STATEMENT (in part)
As at November 30
(In $ Millions)
Net cash generated from
operating activities

Notes

2009

2008

2007

42

546.1

493.1

251.3

NOTES TO THE FINANCIAL CONSOLIDATED
STATEMENTS (in part)
Note 3. Significant Accounting Policies (in part)
Cash and Cash Equivalents
Cash and cash equivalents in the balance sheet comprise
cash at bank, cash on hand and short-term highly liquid assets
with an original maturity of three months or less and readily
convertible to known amounts of cash. Bank overdrafts are
included within current borrowings.

Note 42. Cash Flow From Operating Activities
For the Fiscal Year November 30 (In $ Millions)
Cash Flows From Operating Activities:
Net income
Adjustments for:
Depreciation of property, plant and equipment
Net impairment of property, plant and equipment
Amortisation of intangible assets
Net impairment of intangible assets
Share in net income of associates and joint ventures
Mobilisation costs
Share based payments
Interest on convertible loan notes
Inventories written back/(written off)
Taxation
Losses/(gains) on disposal of property, plant and equipment
Foreign currency on liquidation of entities
Changes in Operating Assets and Liabilities, Net of Acquisitions:
Decrease/(increase) in inventories
Decrease/(increase) in trade and other receivables
Increase/(decrease) in accrued salaries and benefits
(Decrease)/increase in trade and other liabilities
Net realised mark-to-market hedging transactions
Income taxes paid
Net cash generated from operating activities

Notes

16
16
15
15
17
39
31

2009

2008

2007

265.7

307.2

134.5

124.6
12.8
2.0
2.8
(49.0)
4.5
5.2
29.5
0.3
109.5
1.1
—
509.0

115.8
(11.5)
0.2
—
(63.0)
2.4
3.9
28.4
0.9
160.5
(5.4)
0.3
539.7

91.0
0.3
0.3
—
(31.5)
2.6
4.2
27.1
(0.7)
212.2
(13.6)
1.4
427.8

2.4
160.1
10.5
(90.0)
14.0
97.0

(10.8)
(47.6)
2.3
238.0
(14.9)
167.0

(5.9)
(90.0)
(5.2)
(0.9)
1.2
(100.8)

(59.9)
546.1

(213.6)
493.1

(75.7)
251.3

IFRS ATT 5.27

P1: PjU
ACPA166-05

AICPA

AICPA-IFRS-ATT.cls

December 20, 2010

510

9:19

IFRS Accounting Trends & Techniques

Operating Activities: Adjustment for
Repurchase of Bonds and Change in
Estimates Related to Debentures
5.28

Alcatel-Lucent (Dec 2009)
CONSOLIDATED STATEMENTS OF CASH FLOWS
(in part)
(In Millions of Euros)
Cash Flows from Operating Activities
Net income (loss)—attributable to the equity owners of the parent
Non-controlling interests
Adjustments
Net cash provided (used) by operating Activities before changes in working
capital, interest and taxes
Net Change in Current Assets and Liabilities (Excluding Financing):
Inventories and work in progress
Trade receivables and other receivables
Advances and progress payments
Trade payables and other payables
Customers’ deposits and advances
Other current assets and liabilities
Cash provided (used) by operating activities before interest and taxes
Interest received
Interest paid
Taxes (paid)/received
Net cash provided (used) by operating activities

2009(1)

Notes

2009

2008

2007

(30)

U.S. $ (751)
29
414

€(524)
20
289

€(5,215)
42
5,826

€(3,518)
41
3,890

(30)

(308)

(215)

653

413

(18)
(18)
(18)
(18)
(18)

586
1,279
17
(1,071)
(109)
(27)
367
103
(350)
(127)
(7)

409
892
12
(747)
(76)
(19)
256
72
(244)
(89)
(5)

(88)
109
9
4
(64)
(101)
522
157
(349)
(123)
207

(311)
(685)
(29)
627
164
22
201
202
(354)
(73)
(24)

NOTES TO CONSOLIDATED FINANCIAL
STATEMENTS (in part)
Note 30. Net Cash Provided (Used) by Operating
Activities Before Changes in Working Capital,
Interest and Taxes
(In Millions of Euros)
Net income (loss) attributable to the owners of the parent
Non-controlling interests
Adjustments:
Depreciation and amortization of tangible and intangible assets
• Of which impact of capitalized development costs
Impairment of assets
Post-retirement benefit plan amendment
Changes in pension and other post-retirement benefit obligations, net
Provisions, other impairment losses and fair value changes
Repurchase of bonds and change of estimates related to Lucent 2.875% Series
A convertible debenture(1)
Net (gain) loss on disposal of assets
Share in net income (losses) of equity affiliates (net of dividends received)
(Income) loss from discontinued operations
Finance costs
Share-based payments
Taxes and related reduction of goodwill
Sub-total of adjustments
Net cash provided (used) by operating activities before changes in working
capital, interest and taxes
(1)

See Notes 8, 24 and 26.
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2009
(524)
20

2008
(5,215)
42

2007
(3,518)
41

969
280
—
(247)
(202)
(91)

1,241
308
4,725
(47)
(452)
71

1,456
261
2,944
(258)
(679)
641

124
(401)
16
(131)
254
58
(60)
289

—
(55)
(33)
212
85
153
5,826

—
(66)
(610)
173
102
316
3,890

(215)

653

413
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Operating Activities: Adjustments for
Proceeds (Payments) for Derivative Hedging
and Other Derivative Contracts
5.29

Cellcom Israel Ltd (Dec 2009)
CONSOLIDATED STATEMENTS OF CASH FLOWS
Convenience
Translation Into
U.S. Dollar
(Note 2D)
Year Ended
December 31

Cash Flows From Operating Activities:
Net income
Adjustments for:
Depreciation and Amortization
Share based payments
Reversal of provision allowance
Capital gain on sale of land
Loss (gain) on sale of assets
Income tax expense
Financing expenses, net
Changes in operating assets and liabilities:
Changes in inventories
Changes in trade receivables (including long-term amounts)
Changes in other receivables (including long-term amounts)
Changes in trade payables and accrued expenses
Changes in other liabilities (including long-term amounts)
Proceeds (Payments) for derivative hedging contracts, net
Proceeds (payments) for other derivative contracts, net
Income tax paid
Net cash from operating activities
Cash flows from investing activities
Acquisition of property, plant, and equipment
Acquisition of intangible assets
Change in current investments, net
Payments for derivative hedging contracts, net
Proceeds from sales of property, plant and equipment
Interest received
Proceed from sale of long term assets
Net cash used in investing activities
Cash flows from financing activities
Proceeds from (payment for) derivative contracts, net
Proceeds from short term borrowings
Repayments of long-term loans from banks
Repayments of debentures
Proceeds from issuance of debentures, net of issuance costs
Dividend paid
Interest paid
Net cash used in financing activities
Changes in cash and cash equivalents
Balance of cash and cash equivalents at beginning of the period
Balance of cash and cash equivalents at end of the period

Year Ended
December 31

2007
NIS Millions

2008
NIS Millions

2009
NIS Millions

2009
US$ Millions

919

989

1,182

313

790
29
(10)
—
4
328
147

821
28
—
(9)
(9)
391
310

755
1
—
—
6
367
219

200
—
—
—
2
97
58

(191)
(99)
(24)
188
92
(24)
(16)
(313)
1,820

36
(117)
(34)
(271)
99
(38)
18
(451)
1,763

(105)
(69)
2
152
(4)
21
8
(447)
2,088

(28)
(18)
1
41
(1)
5
2
(119)
553

(466)
(97)
—
(12)
4
23
(12)
(560)

(429)
(175)
—
(17)
19
17
39
(546)

(404)
(173)
(212)
—
2
5
—
(782)

(107)
(46)
(56)
—
1
1
—
(207)

(10)
—
(645)
—
1,066
(639)
(177)
(405)

31
—
(648)
(125)
589
(1,525)
(175)
(1,853)

33
8
—
(332)
989
(1,186)
(190)
(678)

9
2
—
(88)
261
(314)
(50)
(180)

855
56
911

(636)
911
275

628
275
903

166
73
239
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Operating Activities: Adjustment
for Forgiveness of Debt
5.30

Seven Arts Pictures plc (Jun 2009)
CONSOLIDATED STATEMENT OF CASH FLOW
(in part)

Cash flow from operating activities
Net income/(loss)
Depreciation of property & equipment
Amortization of film cost
Forgiveness of debt
Stock based Expenses
Provision for Bad Debts
Changes in assets and liabilities
Restricted cash—Zeus
Trade receivables
Zeus receivables
Intercompany accounts
Capitalized film assets
Other assets
Accounts payable
Other current liabilities
Deferred income—Zeus
Proceeds from/(repayment of) Zeus loan
Net cash provided by/(used in) in operating activities

Year Ended
June 30, 2009

3 mths Ended
June 30, 2008

Year Ended
March 31, 2008

$ 4,736,965
26,702
2,559,932
(5,601,683)
459,741
542,811

$ 356,621
7,163
781,030
—
60,104
(9,324)

$(4,557,885)
14,979
490,239

102,698,377
1,080,401
225,986,921
337,334
(5,669,371)
5,037,407
1,753,087
(23,937,024)
(107,552,901)
(206,027,156)
$(3,568,458)

86,040,618
(3,099,686)
(188,191,262)
(745,013)
(1,924,271)
(3,214,524)
(194,882)
22,338,462
88,838,909
—
$1,043,946

(198,405,009)
7,103,737
(59,122,429)
(726,068)
(2,562,046)
(2,959,597)
5,558,257
(3,223,066)
29,363,336
225,444,481
$(3,299,219)

121,878
159,974

Operating Activities: Recovery of Hong Kong
Profits and Overseas Tax Paid
5.31

City Telecom (HK) Ltd (Aug 2009)
CONSOLIDATED CASH FLOW STATEMENTS
(in part)
(Expressed in Hong Kong dollars)
For the Year Ended August 31

Net cash inflow from operations
Hong Kong profits tax recovered
Overseas tax paid
Net cash inflow from operating activities

IFRS ATT 5.30

Note
23(a)

2009
HK$’000
537,618
—
(1,732)
535,886

2008
HK$’000
382,813
42
(4,292)
378,563
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NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (in part)
Note 5. Income Tax (Expense)/Benefit (in part)
Hong Kong profits tax has been provided at the rate of 16.5%
(2008: 16.5%) on the estimated assessable profit for the
year. Taxation on overseas profits has been calculated on
the estimated assessable profit for the year at the income tax
rates prevailing in the overseas countries in which the Group
operates.
The amount of income tax (expense)/benefit in the consolidated income statement represents:

Current taxation:
—Hong Kong profits tax
—Overseas taxation
—Under-provision of overseas taxation in
prior years
Deferred taxation:
—Origination and reversal of temporary
differences (note 21)
—Recognition of previously unrecognized
tax losses (note 21)
Income tax (expense)/benefit

2009
HK$’000

2008
HK$’000

—
(1,622)

(391)
(1,929)

—

(2,552)

(37,108)

(4,645)

—
(38,730)

26,335
16,818

Note 23. Notes to the Consolidated Cash Flow
Statement (in part)
(a) Reconciliation of Profit Before Taxation to Net Cash
Inflow From Operations

Profit before taxation
Depreciation of owned fixed assets
Depreciation of fixed assets held under finance lease
Amortization of deferred expenditure
Interest income
Interest element of finance lease
Loss on disposal of fixed assets
Realized and unrealized gain on other financial assets
Realized gain on long term bank deposit
Realized loss on derivative financial instrument
Equity settled share-based transactions
Gain on extinguishment of 10-year senior notes
Interest, amortization and exchange difference on 10-year senior notes

2009
HK$’000
251,559
205,624
617
53,160
(4,869)
27
1,016
(189)
—
—
4,768
(31,371)
49,214

2008
HK$’000
108,372
209,464
587
33,777
(15,596)
34
1,431
(3,284)
(1,185)
1,039
4,204
(2,582)
72,640

Net cash inflow before working capital changes
(Increase)/decrease in long-term receivable and prepayment
Decrease in accounts receivable, other receivables, deposits and prepayments
Decrease in inventories
Increase in deferred expenditure
Increase/(decrease) in accounts payable, other payables, accrued charges and deposits received
Increase in deferred service revenue
Net cash inflow from operations

529,556
(505)
33,052
—
(46,525)
17,419
4,621
537,618

408,901
1,346
6,914
477
(68,505)
(12,567)
46,247
382,813
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Investing Activities: Purchase and Sale
of Non-Current Assets
5.32

Centum Investment Company Ltd (Mar 2009)
CONSOLIDATED CASH FLOW STATEMENT (in part)
For the year ended 31 March 2009

Note
Investing Activities
Purchase of equipment
Purchase of intangible assets
Purchase of shares in associates
Purchase of quoted equity investments
Proceeds on disposal of quoted investments
Proceeds on disposal of motor vehicle and equipment
Proceeds on disposal of non current assets held for sale
Net cash (used in)/generated from investing activities

16
18
20
22
12
12

Investing Activities: Classification
of Investment to Maintain Operations
and Investment to Expand Operations

12 Months to
31 March
2009
Shs’000

9 Months to
31 March
2008
Shs’000

(1,559)
(165)
—
(625,373)
191,527
1,828
11,664
(422,078)

(270)
(367)
(244,662)
(166,183)
538,210
—
—
126,728

NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (in part)
Note 23. Notes to the Cash Flow Statement (in part)

Author’s Note

23.5 Replacement of Non-Current Assets

IAS 7 encourages, but does not require, companies to
separate cash flows that represent cash flows to maintain operating capacity from cash flows to increase operating capacity.

(US$ Million)
Property, plant and equipment
Plantations

2009
(146)
(1)
(147)

2008
(250)
—
(250)

2007
(116)
—
(116)

23.6 Proceeds on Disposal of Non-Current Assets

5.33
(US$ Million)
Book value of property, plant and
equipment disposed of
Profit on disposal

Sappi Ltd. (Sep 2009)
GROUP CASH FLOW STATEMENT (in part)
For the year ended September 2009
(US$ Million)
Cash utilised in investing activities
Investment to maintain operations
—Replacement of non-current assets
—Proceeds on disposal of non-current
assets
—Decrease in other non-current
assets
Investment to expand operations
—Additions of non-current assets
—Acquisition

IFRS ATT 5.32

Note

23.5

2009
(762)
(143)
(147)

2008
(494)
(239)
(250)

2007
(364)
(38)
(116)

23.6

2

7

50

2
(619)
(29)
(590)

4
(255)
(255)
—

28
(326)
(326)
—

34

2009

2008

2007

—
2
2

2
5
7

23
27
50
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Investing Activities: Interest Received,
Interest Paid and Capitalized, Purchase
of Noncontrolling Interest, Change in Cash
Due to Deconsolidation
5.34

OAO Gazprom (Dec 2009)
IFRS CONSOLIDATED STATEMENT OF CASH
FLOWS FOR THE YEAR ENDED 31 DECEMBER
2009 (in part)
(In millions of Russian Roubles)
Year Ended 31 December
2009
2008

Notes
12
12
35
13
4
13

Investing Activities
Capital expenditures
Net change in loans made
Interest received
Interest paid and capitalised
Acquisition of subsidiaries, net of cash acquired
Purchase of non-controlling interest in OAO Gazprom Neft
Investment in associated undertakings and jointly controlled entities
Decrease in cash due to Gazprombank Group deconsolidation
Proceeds from sales of interest in subsidiary
Proceeds from associated undertakings and jointly controlled entities
Net change of long-term available-for-sale financial assets
Change in other long-term assets
Net cash used for investing activities

NOTES TO THE IFRS CONSOLIDATED FINANCIAL
STATEMENTS—31 DECEMBER 2009 (in part)

(795,640)
(15,131)
32,036
(45,516)
(74,100)
(138,527)
(37,148)
—
2,904
77,611
2,034
(1.634)
(993,111)

(714,714)
(38,084)
41,314
(28,001)
1,514
—
(121,639)
(47,242)
5,875
33,159
(20,649)
(7,131)
(895,598)

and 7.39% were used representing the weighted average borrowing cost of the relevant borrowings for the years ended 31
December 2009 and 2008, respectively.

(In millions of Russian Roubles)

Note 4. Scope of Consolidation (in part)
As described in Note 5, these financial statements consolidate
subsidiaries, associated undertaking and joint ventures of the
Group. Significant changes in the Group’s structure in the
2009 and 2008 are described below.
In December 2009 the Group completed the series of transactions and accumulated 51.8% of ordinary shares of OAO
TGC-1 and obtained control over OAO TGC-1 (see Note 38).
In September 2009 the Group acquired a 51% interest in
OOO SeverEnergiya and obtained control over 000 SeverEnergiya (See Note 37).
In the period from April to June 2009 the Group acquired
54.71% of the ordinary shares of Sibir Energy plc and obtained control over Sibir Energy plc (see Note 36).
In February 2009 the Group acquired a 51% interest in
Naftna Industrija Srbije and obtained control over Naftna Industrija Srbije (see Note 34).

Note 35. Purchase of Non-Controlling Interest
in OAO Gazprom Neft
In April 2009 the Group purchased an additional 20% interest in OAO Gazprom neft for USD 4.1 billion (approximately
RR 138 billion) from ENI S.p.A. As a result of this transaction, the Group has increased its interest in OAO Gazprom
neft to 95.68%. The difference between the carrying value of
the acquired non-controlling interest (approximately RR 152
billion) and purchase consideration was recognized as a gain
in the amount of RR 14 billion in the consolidated statement
of comprehensive income.

Note 12. Property, Plant and Equipment (in part)
Included in additions above is capitalized interest of RR
45,516 and RR 28,001 for the years ended 31 December
2009 and 2008, respectively. Capitalization rates of 8.17%
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Financing Activities: Issue of Share Capital,
Issue for Share Options, Repurchase Shares
for Cancellation, Dividends Paid, Interest Paid
5.35

Glaxosmithkline plc (Dec 2009)
CONSOLIDATED CASH FLOW STATEMENT (in part)
For the year ended 31st December 2009
Notes
Cash Flow From Financing Activities
Proceeds from own shares for employee share options
Shares acquired by ESOP Trusts
Issue of share capital
Purchase of own shares for cancellation
Purchase of Treasury shares
Increase in long-term loans
Repayment of long-term loans
Increase in short-term loans
Repayment of short-term loans
Net repayment of obligations under finance leases
Interest paid
Dividends paid to shareholders
Dividends paid to minority interests
Other financing cash flows
Net cash outflow from financing activities

33

2009
£m

2008
£m

2007
£m

13
(57)
43
—
—
1,358
—
646
(748)
(48)
(780)
(3,003)
(89)
(109)
(2,774)

9
(19)
62
(3,706)
—
5,523
—
275
(3,334)
(48)
(730)
(2,929)
(79)
68
(4,908)

116
(26)
417
(213)
(3,538)
3,483
(207)
2,057
(425)
(39)
(378)
(2,793)
(77)
(79)
(1,702)

NOTES TO THE FINANCIAL STATEMENTS (in part)
Note 33. Share Capital and Share Premium Account
Ordinary Shares of 25p Each
Number
£m
Share Capital Authorized
At 31st December 2007
At 31st December 2008
At 31st December 2009
Share Capital Issued and Fully Paid
At 1st January 2007
Issued under share option schemes
Share Capital Purchased and Cancelled
At 31st December 2007
Issued under share option schemes
Share capital purchased and cancelled
At 31st December 2008
Issued under share option schemes
At 31st December 2009

Number (’000) of shares issuable under outstanding options (Note 42)
Number (’000) of unissued shares not under option

IFRS ATT 5.35

10,000,000,000
10,000,000,000
10,000,000,000

2,500
2,500
2,500

5,991,601,848
37,307,678
(16,322,500)
6,012,587,026
5,640,119
(356,910,908)
5,661,316,237
3,812,482
5,665,128,719

1,498
9
(4)
1,503
2
(90)
1,415
1
1,416

31st December 2009
213,110
4,121,761

Share Premium
£m

858
408
—
1,266
60
—
1,326
42
1,368
31st December 2008
220,459
4,118,225
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At 31st December 2009, of the issued share capital, 117,735,257 shares were held in the ESOP Trust,
474,194,158 shares were held as Treasury shares and
5,073,199,304 shares were in free issue. All issued shares
are fully paid. The nominal, carrying and market values of
the shares held in the ESOP Trust are disclosed in Note 42,
‘Employee share schemes.’
The company did not make any purchases of its own shares
in 2009. There have been no purchases since 31st December
2009. GSK does not expect to make significant share repurchases in 2010.

Financing Activities: Purchase and Sale
of Treasury Shares, Issue and Repayment
of Bonds
5.36

Nestle SA (Dec 2009)
CONSOLIDATED CASH FLOW STATEMENT FOR
THE YEAR ENDED 31 DECEMBER 2009 (in part)
In Millions of CHF
Financing Activities
Dividend paid to shareholders of the parent
Purchase of treasury shares
Sale of treasury shares and options exercised
Cash flows with non-controlling interests
Bonds issued
Bonds repaid
Inflows from other non-current financial liabilities
Outflows from other non-current financial liabilities
Inflows/(outflows) from current financial liabilities
Inflows/(outflows) from short-term investments
Cash flow from financing activities(a)

Notes

2009

2008

21
22

(5,047)
(7,013)
292
(720)
3,957
(1,744)
294
(175)
(446)
(1,759)

(4,573)
(8,696)
639
(367)
2,803
(2,244)
374
(168)
(6,100)
1,448

(12,361)

16,884)

19
19

NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (in part)
Note 22. Cash Flow Statement (in part)
22.4 Purchase of Treasury Shares
In 2009, the Group invested CHF 7.0 billion on its Share
Buy-Back Programme (2008: CHF 8.7 billion).
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Financing Activities: Surrender of
Redeemable Preference Shares, Rebate
Shares, Supplier Investment Shares
5.37

Silver Fern Farms Limited (Aug 2009)
CASH FLOW STATEMENT (in part)
For the year ended 31 August 2009
Parent
Notes

NOTES TO THE FINANCIAL STATEMENTS (in part)

Rebate Shares carry full voting rights subject to the shareholder being a Current Supplier (as defined in Silver Fern
Farms’ Constitution) at the time of voting. Supplier Investment
Shares carry voting rights in relation to director elections only.
Ordinary shares participate equally on winding up.
The current maximum shareholding for Rebate Shares
and Supplier Investment Shares is 17,500 and 15,000
respectively.
Silver Fern Farms’ ordinary shares are eligible to receive a
dividend subject to profitability, although any such dividend is
likely to be restricted to fully paid Supplier Investment Shares.
Rebate shareholders are eligible to receive a rebate based on
the profit earned from stock supplied.
Due to the Co-operative’s above obligations, the Cooperative share capital meets the definition of a financial liability as per NZ IAS 32: Financial Instruments Disclosure and
Presentation, and hence, the issued and paid up capital is
classified as a financial liability.

For the year ended 31 August 2009

Note 2. Summary of Significant Accounting Policies
(in part)
v Convertible Redeemable Preference Shares
The convertible preference shares exhibit characteristics of
a liability, and are therefore recognised as a liability in the
balance sheet.
The convertible redeemable preference shares are measured initially at cost, being the fair value of the consideration
received net of issue costs associated with the borrowing.
After initial recognition, these shares are subsequently measured at amortised cost using the effective interest method
which allocates the cost through the expected life of the loan
or borrowing. Amortised cost is calculated taking into account
any issue costs.
w Members’ Ordinary Shares
The Co-operative’s share capital includes the amount of
shares issued to the members of the Co-operative. From time
to time, existing members leave the Co-operative and new
members join the Co-operative. Members who leave the Cooperative are entitled, after a length of time, to have their share
capital amounts repaid to them. New members are required
to subscribe to shares in the Co-operative.
Silver Fern Farms Limited has two classes of ordinary
shares: Rebate Shares, which are issued to suppliers who
supply stock under Silver Fern Farms rebate system and Supplier Investment Shares, which are issued to all suppliers of
stock to Silver Fern Farms (subject to certain restrictions).
All ordinary shares have a nominal value of one dollar per
share. Supplier Investment Shares are paid to ninety cents by
the supplier with the balance of ten cents being paid by way
of a dividend from retained earnings.
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2009

2008

—
(50,000)
(10,658)
(11,700)
(1,638)
(403)
(1,032)
(75,431)

11,315
—
(89,862)
(404)
(1,803)
(254)
(67)
(81,075)

Consolidated
2009
2008

NZD in Thousands ($000)
Cash Flows From Financing Activities
Proceeds from/(to) the issue of shares
Bond repayment
Repayment of borrowings
Distributions paid
Rebate shares surrendered
Supplier investment shares surrendered
Redeemable preference shares redeemed
Net cash flows used in financing activities

—
(50,000)
(10,658)
(11,700)
(1,638)
(403)
(1,032)
(75,431)

11,315
—
(91,896)
(484)
(1,803)
(254)
(67)
(83,189)
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Section 5: Statement of Cash Flows and Related Disclosures

Change in Presentation from Investing
Activities to Operating Activities: Payments
for Interest Rate Swaps
5.38

Deutsche Telekom AG (Dec 2009)
CONSOLIDAT ED STATEMENT OF CASH FLOWS
(in part)
(Millions of €)
Profit
Depreciation, amortization and impairment losses
Income tax expense (benefit)
Interest income and interest expenses
Other financial (income) expense
Share of (profit) loss of associates and joint ventures accounted for using the
equity method
(Profit) loss on the disposal of fully consolidated subsidiaries
Other non-cash transactions
(Gain) loss from the disposal of intangible assets and property, plant and
equipment
Change in assets carried as working capital
Change in provisions
Change in other liabilities carried as working capital
Income taxes received (paid)
Dividends received
Net payments from entering into or canceling interest rate swaps
Cash generated from operations
Interest paid
Interest received
Net cash from operating activities

Note
30

2009
873
13,894
1,782
2,555
826

2008
2,024
10,975
1,428
2,487
713

2007
1,080
11,611
1,373
2,514
374

(24)
(26)
(230)

388
(455)
(147)

(55)
(379)
124

51
1,936
(891)
(1,818)
(928)
29
242
18,271
(3,456)
980
15,795

70
286
493
(130)
(520)
13
—
17,625
(3,431)
1,174
15,368

(42)
(1,072)
1,825
(1,391)
171
36
—
16,169
(4,005)
1,550
13,714

NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (in part)
Unnumbered Note: Changes in Accounting Policies
(in part)
Deutsche Telekom adjusted the presentation of its statement of cash flows in 2009. Net payments from entering
into or canceling interest rate swaps are disclosed as cash
generated from operations under “Net cash from operating
activities” and no longer under “Net cash used in/from investing activities.” Deutsche Telekom believes that this change
better reflects the economic nature of the transaction.
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SECTION 6: NON-CURRENT ASSETS HELD FOR SALE
AND DISCONTINUED OPERATIONS∗
IFRS 5, NON-CURRENT ASSETS HELD
FOR SALE AND DISCONTINUED
OPERATIONS
IFRSs Overview and Comparison to U.S.
GAAP
6.01 International Financial Reporting Standard (IFRS) 5,

Non-current Assets Held for Sale and Discontinued Operations, specifically addresses the accounting, classification,
presentation, and disclosure of non-current assets and disposal groups held for sale and discontinued operations. IFRS
5 was developed as part of a Financial Accounting Standards
Board (FASB) convergence project and consideration of the
requirements of FASB Statement No. 144, Accounting for
the Impairment or Disposal of Long-Lived Assets (primarily codified in FASB Accounting Standards CodificationTM
[ASC] 360, Property, Plant, and Equipment).
6.02 IFRS 5 applies to all non-current assets (assets that are

not expected to be realized within 12 months after the reporting period or the entity’s normal operating cycle) and disposal
groups (groups of assets with associated liabilities expected
to be disposed of in a single transaction), with the following
exceptions: deferred tax assets, assets arising from employee
benefits, financial assets within the scope of International Accounting Standard (IAS) 39, Financial Instruments: Recognition and Measurement, non-current assets accounted for
using the fair value model in IAS 40, Investment Property,
or measured at fair value through profit and loss in IAS 41,
Agriculture, and contractual rights under insurance contracts
in IFRS 4, Insurance Contracts.
6.03 IFRS 5 requires an entity to test assets within the scope

of IFRSs for impairment in accordance with all applicable
IFRSs immediately prior to classification as held for sale
or discontinued operations. For example, an entity would
test items of property, plant and equipment (PPE) in accordance with IAS 36, Impairment of Assets, which establishes
the requirements of the impairment test and measurement of
impairment losses and also permits reversals of impairment
losses, recognized at the time of reclassification, that occur
prior to disposal of an asset or disposal group.

∗

liabilities of that subsidiary as held for sale when the
relevant criteria are met, regardless of whether the entity will retain a non-controlling interest in the former
subsidiary after the sale. In these circumstances, the
entity should provide the same disclosures required for
a discontinued operation. This amendment is effective
for annual periods beginning on or after July 1, 2009.

Recognition and Measurement
IFRSs
6.04 An entity should classify non-current assets or disposal

groups as held for sale if the carrying amount(s) will be recovered through a sale transaction rather than continued use. To
be eligible for classification as held for sale, IFRS 5 requires
that an asset or disposal group be available for immediate
sale in its present condition subject only to the usual and
customary terms for sales of such assets or disposal groups.
Completion of the sale should be highly probable.
6.05 The entity can conclude that sale is highly probable if

the appropriate level of management is committed to a plan
to sell the asset or disposal group and has initiated an active
program to locate a buyer. The entity should actively market
an asset or disposal group at a reasonable price in relation
to its current fair value. The entity should expect completion of the sale within one year of the classification, although
the standard recognizes and allows for extension of this period when there is sufficient evidence that the entity remains
committed to the sale. Actions required to complete the plan
should indicate that it is unlikely the plan will be withdrawn
or changed significantly. An entity should not reclassify as
held for sale any assets to be abandoned.
6.06 At initial recognition as held for sale, an entity should

measure assets and disposal groups within the scope of IFRS
5 at the lower of the carrying amount prior to reclassification
and fair value less cost to sell as defined in IAS 36. If the asset
or disposal group was acquired in a business combination, an
entity should measure the asset at fair value less cost to sell
when classified as held for sale. An entity should not record
depreciation and amortization while the asset is classified as
held for sale even if the asset or disposal group continues to
be used in operations.

Author’s Note

6.07 Disposal groups may include assets that are outside the

The International Accounting Standards Board included an amendment to IFRS 5 in the Improvements to
IFRSs issued in May 2008. This amendment requires
an entity that is committed to a sale plan involving loss
of control of a subsidiary to classify all the assets and

scope of IFRS 5 (for example, investment property held at
fair value in accordance with IAS 40 or financial instruments
within the scope of IAS 39). IFRS 5 requires an entity to
measure such assets in accordance with the relevant standards
before measuring the disposal group as a whole at fair value
less cost to sell.

Unless otherwise indicated, references to International Accounting Standards Board (IASB) standards and interpretations throughout this 2010
edition of IFRS Accounting Trends & Techniques refer to the version
of those standards and interpretations included in the IFRS 2010 bound
volume, the official printed consolidated text of IASB standards and interpretations, including revisions, amendments, and supporting documents,
issued as of January 1, 2010.

6.08 An entity should recognize impairment losses for any

write-downs of assets or disposal groups before or after classification as held for sale. An entity should first allocate any
impairment losses on disposal groups (cash generating units)
to any related goodwill, then to other assets on a pro rata
basis. An entity should recognize reversals of impairment
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losses for increases in fair value less cost to sell that may
occur after classification as held for sale. However, reversals
of impairment losses are limited to the cumulative amount of
impairment losses recognized either under IFRS 5 or previously under IAS 36. An entity should not reverse impairment
losses allocated to goodwill.

of an investment property under IFRSs and biological assets,
all items of PPE can be classified as held for sale or discontinued operations and would be subject to the same impairment
and measurement requirements.

6.09 Normally, an entity should recognize gains or impair-

Effective December 31, 2009, FASB ASC 350-20-501 permits an entity to include goodwill in a disposal
group classified as held for sale.

ment losses in the income statement (profit and loss) except
when they relate to an asset held under a revaluation model
(for example, in accordance with IAS 16, Property, Plant and
Equipment). Gains or losses recognized on revalued assets
are considered revaluations and an entity should recognize
such gains or losses in the appropriate other comprehensive
income account.

Author’s Note

6.13 As noted previously, the definition of a component of

defined as “operations and cash flows that can be clearly
distinguished both operationally and for financial reporting
purposes.” Consequently, IFRS 5 concludes from this definition that a discontinued operation is a cash generating unit, or
group of cash generating units. To be presented as a discontinued operation, IFRS 5 also requires the component to be a
major line of business, geographical area of operations, or a
subsidiary acquired solely with a view to resell (that either is
classified as held for sale or has already been disposed of).

an entity in the FASB ASC glossary is essentially the same
as the definition in IFRS 5. However, FASB ASC 205-20-451 contains the following additional criteria, not included in
IFRS 5, that an entity should meet before reporting a component as a discontinued operation:
• The entity has or will eliminate the operations and cash
flows of the component from its continuing operations
as a result of the disposal transaction.
• The entity will not have any significant continuing involvement in the operations of the component after the
disposal transaction.
As a result of these criteria, fewer components of a business
held for sale may qualify as discontinued operations under
FASB ASC 205.

6.11 When an asset or disposal group no longer meets the

6.14 The IFRS 5 convergence project does not address im-

IFRS 5 criteria to be classified as held for sale or discontinued operations, an entity should remove the assets or disposal
groups from this classification and measure them at the lower
of the carrying amount before reclassification, less the depreciation and amortization that the entity would otherwise have
recorded, and recoverable amount on the date the decision to
sell was rescinded. An entity should recognize any adjustments to carrying amounts in profit and loss from continuing
operations in the current year.

pairment recognition and measurement and significant differences remain. For example, under FASB ASC 350-20-3531, an entity recognizes impairment losses on assets within
disposal groups without first allocating these losses to any allocated goodwill. An entity should test separately any goodwill allocated to the disposal group for impairment only after
recording impairment losses on individual assets.

Presentation

U.S. GAAP

IFRSs

6.12 For assets classified as held for sale or discontinued op-

6.15 An entity should present assets classified as held for

6.10 A discontinued operation is a component of an entity,

erations, IFRSs and the FASB ASC are similar with respect
to measurement, timing of classification, and presentation
within the financial statements. Although IFRS 5 narrowed
the differences substantially between IFRSs and the FASB
ASC with respect to assets held for sale, some significant
differences remain. Specifically, the FASB ASC glossary defines a component of an entity as one that “comprises operations and cash flows that can be clearly distinguished, operationally and for financial reporting purposes, from the rest of
the entity. A component of an entity may be a reportable segment or an operating segment, a reporting unit, a subsidiary,
or an asset group.” Although this definition is similar to the
definition in IFRSs, entities may apply the definitions differently. For example, IFRS 5 does not prohibit classification
as discontinued operations when the entity retains a noncontrolling interest (for example, equity method investment)
(see the preceding Author’s Note). However, topic 5(Z)(4),
“Disposal of Operation With Significant Interest Retained,”
of Securities and Exchange Commission Codification of Staff
Accounting Bulletins states that when the entity retains significant influence (equity method investment), it should not
account for the disposal as a discontinued operation, only as a
disposal of a group of assets classified within continuing operations. Similarly, because the FASB ASC does not permit
measurement at fair value for assets that meet the definition

IFRS ATT 6.09

sale separately from other assets as a single line item in the
statement of financial position. Similarly, the entity should
present any liabilities included in disposal groups separately
from other liabilities as a single line item. An entity should
not offset or show assets and liabilities as a single net asset
or liability. IFRS 5 also requires an entity to show separately
any cumulative income and expense recognized directly in
other comprehensive income in respect of assets and disposal
groups classified as held for sale.
6.16 Although further disaggregation is permitted, IFRS 5

requires presentation of a separate line item on the face of the
statement of comprehensive income consisting of the sum of
the following amounts:
• Posttax profit or loss of the discontinued operations,
• Posttax gain or loss on measurement to fair value less
cost to sell, and
• Posttax gain or loss on disposal of the relevant assets or
disposal groups.
6.17 Comparative information should reflect the new clas-

sification for assets or disposal groups classified as discontinued operations, but not for those classified as held for sale.
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U.S. GAAP
6.18 For those assets classified as held for sale or discontin-

ued operations under IFRSs or the FASB ASC, respectively,
presentation requirements are essentially the same, except
that comparative cash flow information is only required if
the entity also discloses current period cash flow information. However, unlike IFRS 5, FASB ASC 205-20-45-3 requires presentation of both pre- and post-tax income from
discontinued operations on the face of the income statement.

Disclosure

TABLE 6-1: NON-CURRENT ASSETS HELD FOR SALE
Survey entities reporting assets classified as held for
sale ................................................................................
Survey entities reporting assets and associated
liabilities as held for sale ...............................................
Total..............................................................................
Survey entities not reporting assets classified as held for
sale ................................................................................
Total..................................................................................

2009

2008

31

45

35
66

—
45

94

55

160

100

IFRSs
6.19 An entity may present the following disclosures either

on the face of the financial statements or in the notes:
• Major classes of assets and liabilities classified as held
for sale, unless the disposal group is a newly acquired
subsidiary classified as held for sale
• Disaggregation of the post tax profit or loss on discontinued operations into the revenue, expenses, pretax
profit and loss, gains or losses on measurement to fair
value less cost to sell or on disposal, and related income
tax effects of these two items respectively
• Net cash flows attributable to operating, financing, and
investing activities of discontinued operations
• Amount of income from continuing operations and from
discontinued operations attributable to the equity holders of the parent and the noncontrolling interest.
When this information is provided in the notes, an entity
should disclose the caption of the relevant line item in the
financial statements.

TABLE 6-2: DISCONTINUED OPERATIONS
Survey entities reporting discontinued operations................
Survey entities not reporting discontinued operations..........

2009
41
119

Total.......................................................................................

160

6.20 When non-current assets or disposal groups are clas-

sified as held for sale or discontinued operations, IFRS 5
requires extensive narrative disclosures, including a description of the assets or disposal groups, facts and circumstances
leading to the sale, the sale itself, and the expected manner
and timing of disposal.
6.21 If applicable, an entity should disclose the reportable

segment in which the asset or disposal group was previously
reported and should also present the asset or disposal group
in accordance with IFRS 8, Operating Segments. A disposal
group classified as a discontinued operation often qualifies
as a separate reportable segment under IFRS 8. IFRS 8 also
requires the entity to disclose a reconciliation of the total
profit and loss of reportable segments to the entity’s profit
and loss before tax and discontinued operations.
U.S. GAAP
6.22 Although disclosure requirements are essentially con-

verged with IFRSs, several differences remain, including the
following:
• According to FASB ASC 230-10-45-24, separate presentation or disclosure of cash flows from discontinued
operations is not required.
• According to FASB ASC 205-20-50-2, an entity should
disclose the major classes of assets and liabilities for
newly acquired subsidiaries classified as held for sale.
IFRS 5 permits the entity to present this information
either on the face of the statement of financial position
or in the notes.
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Presentation and Disclosure
Excerpts—Continuing Application

NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (in part)

Author’s Note

Note 3. Summary of Significant Accounting Policies
(in part)

The following excerpts do not reflect the amendment to
IFRS 5 issued in May 2008 in Improvements to IFRSs.

(y) Assets Held for Sale

Non-Current Assets Held for Sale
6.23

American Beverage Company—AMBEV (Dec 2009)
CONSOLIDATED BALANCE SHEETS (in part)

Note 20. Assets Held for Sale

As at December 31, 2009 and 2008
(Expressed in millions of Brazilian reais)
Note
Assets
Non-current assets
Property, plant and
equipment
Goodwill
Intangible assets
Investments in
associates
Investment securities
Deferred tax assets
Employee benefits
Trade and other
receivables
Current Assets
Investment securities
Inventories
Taxes receivable
Trade and other
receivables
Cash and cash
equivalents
Assets held for sale
Total assets

IFRS ATT 6.23

AmBev classifies assets as held for sale when the residual
value of a given asset will be recovered through a sale transaction rather than through continuing use. Immediately after
the classification as held for sale, these assets are measured
based on the lower of their residual value and their fair value
less cost to sell. Any impairment loss is recognized in the income statement, as well as any subsequent gains or losses
at their remeasurement.
Non-current assets classified as held for sale are not depreciated or amortized.

2009

2008

12
13
14

6,595.1
17,527.5
1,932.6

7,304.6
17,912.4
2,492.9

15
16
24

24.3
246.9
1,368.5
13.7

30.5
317.4
1,817.8
19.9

18

2,089.3
29,797.9

2,624.2
32,519.6

15
17

73.3
1,488.1
986.2

0.1
2,018.1
479.7

18

3,652.5

3,428.7

19
20

4,042.9
60.2
10,303.1

3,298.9
67.9
9,293.4

40,101.0

41,813.0

Assets held for sale

2009
60.2
60.2

2008
67.9
67.9

Assets held for sale in the amount of R$ 60.2 refers to land
and buildings, mainly in Brazil. The disposal of these assets
is expected in 2010.
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Discontinued Operations, Divestiture
as a Result of Nationalization Process
6.24

Tenaris S.A. (Dec 2009)
CONSOLIDATED INCOME STATEMENT

(All Amounts in Thousands of U.S. Dollars, Unless Otherwise Stated)
Continuing Operations
Net sales
Cost of sales
Gross profit
Selling, general and administrative expenses
Other operating income
Other operating expenses
Operating income
Interest income
Interest expense
Other financial results
Income before equity in earnings of associated companies and income tax
Equity in earnings of associated companies
Income before income tax
Income tax
Income for continuing operations
Discontinued operations
Result for discontinued operations
Income for the year

Notes
1
1&2
1&3
5 (i)
5 (ii)
6
6
6
7
8

29

Year Ended December 31
2009
2008

2007

8,149,320
(4,864,922)
3,284,398
(1,473,791)
7,673
(4,673)
1,813,607
30,831
(118,301)
(64,230)
1,661,907
87,041
1,748,948
(513,211)
1,235,737

11,987,760
(6,698,285)
5,289,475
(1,787,952)
35,140
(411,013)
3,125,650
48,711
(179,885)
(99,850)
2,894,626
89,423
2,984,049
(1,015,334)
1,968,715

9,874,312
(5,408,984)
4,465,328
(1,551,836)
27,251
(23,771)
2,916,972
92,733
(270,705)
(22,358)
2,716,642
113,062
2,829,704
(805,773)
2,023,931

(28,138)
1,207,599

306,905
2,275,620

52,128
2,076,059

CONSOLIDATED STATEMENT OF FINANCIAL
POSITION
(All Amounts in Thousands of U.S. Dollars)
Assets
Non-current assets
Property, plant and equipment, net
Intangible assets, net
Investments in associated companies
Other investments
Deferred tax assets
Receivables
Current Assets
Inventories
Receivables and prepayments
Current tax assets
Trade receivables
Available for sale assets
Other investments
Cash and cash equivalents
Total assets

Notes

At December 31, 2009

10
11
12
13
21
14

3,254,587
3,670,920
602,572
34,167
197,603
101,618

15
16
17
18
32
19
19

1,687,059
220,124
260,280
1,310,302
21,572
579,675
1,542,829

7,861,467

5,621,841
13,483,308

At December 31, 2008

2,982,871
3,826,987
527,007
38,355
390,323
82,752
3,091,401
251,481
201,607
2,123,296
—
45,863
1,538,769

7,848,295

7,252,417
15,100,712
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NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (in part)
(In the notes all amounts are shown in thousands of U.S.
dollars, unless otherwise stated)

Unnumbered Note: Accounting Policies (in part)
V Financial Instruments
Non derivative financial instruments comprise investment
in equity and debt securities, trade and other receivables,
cash and cash equivalents, borrowings, and trade and other
payables. Tenaris non derivative financial instruments are
classified into the following categories:
• Financial instruments at fair value through profit and
loss: comprises mainly cash and cash equivalents and
investments in debt securities held for trading.

• Loans and receivables: measured at amortized cost
using the effective interest rate method less any
impairment.
• Available for sale assets: See Note 32 (b)
• Other financial liabilities: measured at amortized cost
using the effective interest rate method.
The classification depends on the nature and purpose of the
financial instrument and is determined at the time of initial
recognition.
Financial assets and liabilities are recognized and derecognized on the settlement date.
Accounting for derivative financial instruments and hedging activities is included within the Section III, Financial Risk
Management.
Tenaris has identified certain embedded derivatives and in
accordance with IAS 39 (“Financial Instruments: Recognition
and Measurement”) has accounted them separately from their
host contracts. This result has been recognized under “Foreign exchange derivatives contracts results.”

Note 1. Segment Information (in part)
Reportable Operating Segments

(All Amounts in Thousands of U.S. Dollars)
Year Ended December 31, 2009
Net sales
Cost of sales
Gross profit
Selling, general and administrative
expenses
Other operating income (expenses), net
Operating income
Segment assets
Segment liabilities
Capital expenditures
Depreciation and amortization

Unallocated (∗∗)

Total
Continuing
Operations

Total
Discontinued
Operations (∗)

Tubes

Projects

Other

6,670,929
(3,769,895)
2,901,034

986,548
(704,238)
282,310

491,843
(390,789)
101,054

—
—
—

8,149,320
(4,864,922)
3,284,398

18,558
(31,866)
(13,308)

(1,325,441)
1,249
1,576,842
11,365,861
3,463,294
425,545
464,841

(75,841)
2,165
208,634
971,783
234,549
30,820
18,593

(72,509)
(414)
28,131
521,520
64,629
4,562
21,403

—
—
—
624,144
—
—
—

(1,473,791)
3,000
1,813,607
13,483,308
3,762,472
460,927
504,837

(9,540)
(179)
(23,027)
—
—
—
27

Transactions between segments, which were eliminated in
consolidation, include sales of scrap and pipe protectors
from the Other segment to the Tubes segment for $113,408,
$191,036 and $109,574 in 2009, 2008 and 2007, respectively.
Geographical Information

(All Amounts in Thousands of
U.S. Dollars)
Year Ended December 31, 2009
Net sales
Total assets
Trade receivables
Property, plant and equipment, net
Capital expenditures
Depreciation and amortization
(∗)

North
America

South
America

2,891,523
6,722,816
344,548
1,387,146
261,781
272,677

2,285,677
2,790,249
361,976
826,028
99,521
100,089

Europe

Middle
East &
Africa

Far East
&
Oceania

Unallocated (∗∗)

Total
Continuing
Operations

866,692
2,469,042
235,708
864,612
68,394
108,770

1,623,541
386,242
327,924
14,357
5,580
1,367

481,887
490,815
40,146
162,444
25,651
21,934

—
624,144
—
—
—
—

8,149,320
13,483,308
1,310,302
3,254,587
460,927
504,837

Total
Discontinued
Operations (∗)
18,558
—
—
—
—
27

Corresponds to the Venezuelan Companies (years 2009, 2008 and 2007) and Pressure Control (years 2008 and 2007) operations (See
Notes 29 and 32).
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Note 2. Cost of Sales (in part)

(All Amounts in Thousands of U.S. Dollars)
Inventories at the beginning of the year
Plus: Charges of the year
Deconsolidation/Transfer to assets held for sale
Less: Inventories at the end of the year
From discontinued operations

2009
3,091,401

Year Ended December 31
2008
2,598,856

2007
2,372,308

3,536,172
(43,726)
(1,687,059)
4,896,788
(31,866)

7,349,446
—
(3,091,401)
6,856,901
(158,616)

6,058,499
(158,828)
(2,598,856)
5,673,123
(264,139)

2009
1,483,331
(9,540)
1,473,791

Year Ended December 31
2008
1,832,810
(44,858)
1,787,952

2007
1,610,390
(58,554)
1,551,836

2009
1,145,118
(23,024)
1,122,094

Year Ended December 31
2008
1,374,282
(55,835)
1,318,447

2007
1,169,092
(57,565)
1,111,527

Note 3. Selling, General and Administrative Expenses
(in part)

(All Amounts in Thousands of U.S. Dollars)
From Discontinued operations

Note 4. Labor Costs (Included in Cost of Sales and in
Selling, General and Administrative Expenses)
(in part)

(All Amounts in Thousands of U.S. Dollars)
From Discontinued operations

Note 5. Other Operating Items

(All Amounts in Thousands of U.S. Dollars)
(i) Other operating income
Reimbursement from insurance companies and other third parties
Net income from other sales
Net rents
Other
From discontinued operations
(ii)

Other operating expenses
Contributions to welfare projects and non-profits organizations
Provisions for legal claims and contingencies
Loss on fixed assets and material supplies disposed/scrapped
Settlement of outstanding redemptions on Maverick’s 2005 notes
Loss from natural disasters
Allowance for doubtful receivables
Losses on prepayment to suppliers
Impairment charge
Other
From Discontinued operations

2009

Year Ended December 31
2008

2007

76
2,130
3,538
1,750
7,494
179
7,673

10,511
23,704
1,971
—
36,186
(1,046)
35,140

2,611
21,957
2,437
1,834
28,839
(1,588)
27,251

2,758
—
27
—
—
1,888
—
—
—
4,673
—
4,673

2,871
(22)
461
—
1,743
(184)
3,830
502,899
10,231
521,829
(110,816)
411,013

2,283
(51)
5,742
10,275
5,693
395
—
—
—
24,337
(566)
23,771
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Impairment Charge
Long-lived assets including identifiable intangible assets and
goodwill are regularly reviewed for impairment.
Long-lived assets are tested for impairment whenever
events or changes in circumstances indicate that the balance
sheet carrying amount of an asset may not be recoverable.
Intangible assets with indefinite useful life, including goodwill
are subject to at least an annual impairment test.
The recoverable amount is the higher of the value in use
and the fair value less cost to sell.
The present value of future cash flows involves highly sensitive estimates and assumptions specific to the nature of
CGU’s activities such as the selected discount rate, the expected changes in market prices and the expected changes
in the demand of Tenaris products and services.
Tenaris uses cash flow projections for a five year period
with a terminal value calculated based on perpetuity.
The discount rates are the respective weighted average
cost of capital (WACC) which is considered to be a good indicator of the capital cost. For each CGU where the assets
are allocated a specific WACC was determined taking into account the industry, the country and the size of the business.
In 2008, Tenaris recorded an impairment charge of $502.9
million; of which $394.3 million corresponds to intangible
assets originated in the acquisition of Maverick in 2006.
This charge impacted the following CGU: OCTG (USA and
Colombia), Coiled Tubing, Prudential (Canada) and Electric
Conduits.
The pretax rates used in the calculation ranged from 11%
to 14% per annum and for the cash flows beyond the fifth year
an inflation and growth rate of 2% was considered.
These impairment charges primarily arose in connection
with the Company’s operations in the United States and
Canada, mainly due to recessionary environment, the abrupt
decline in oil and gas prices, and its impact on drilling activity
and therefore on demand for OCTG products.

Oil Country Tubular Goods (“OCTG”)
Prudential
Coiled Tubing
Electric Conduits
Total U.S. and Canadian operations
Venezuelan operations
Total
(∗)

In particular, the main factors that precipitated the impairment charges in the United States and Canada were the steep
reduction in the average number of active oil and drilling rigs,
or rig count, in these markets, which are sensitive to North
American gas prices and the worldwide financial and economic crisis. In 2008, North American gas prices rose rapidly
during the first half of the year, peaking in excess of $12 per
million BTU, before falling even more steeply to levels below
$4 per million BTU. This collapse in North American gas prices
had an immediate effect on the U.S. and Canadian rig counts.
The rig count in the United States, which is more sensitive to
North American gas prices, increased 6% in 2008, compared
to 2007, rising steadily in the first part of the year to peak at
2,031 during the month of September and falling in the fourth
quarter to end the year at 1,623 (a 20% decrease over that
period); by the end of March 2009, rig count in the United
States had fallen to 1,039, an additional 36% decrease. This
decrease in drilling activity and the high level of inventories
put downward pressure on the tubes price.
Accordingly, in December 2008, the Company expected
that the current decrease in apparent demand of OCTG products in North America would continue, due to the decline in
oil and gas drilling activity and its customers’ efforts to reduce
inventories.
Tenaris’ Venezuelan operations, today nationalized and
consequently disclosed as discontinued operations, also contributed to this impairment charge of 2008. Although during
the first half of 2008 most of the business indicators of the
Venezuelan subsidiaries were favorable, in the second half
of the year the steep decline in the prices of raw materials affected the operations of Matesi, a hot-briquetted iron
producer; and the lower investments in drilling activity in
Venezuela led to a decline in the projected sales in Tavsa.
Also, the operating disruptions at the production facilities of
each of Tenaris former subsidiaries, Matesi and Tavsa, precipitated this impairment charge.
At December 31, 2008, the carrying value of the total remaining assets (in thousand of U.S. dollars) of the impaired
businesses was:
Total Assets Before
Impairment
2,506,332
736,772
259,722
250,106
3,752,932

Impairment
(192,707)
(138,466)
(23,732)
(39,347)
(394,252)

266,758
4,019,690

(108,647)
(502,899)

Total Assets After
Impairment (∗)
2,313,625
598,306
235,990
210,759
3,358,680
158,111
3,516,791

These amounts include total assets of the operation (e.g. short and long lived assets), including goodwill and other intangible assets at
December 31, 2008.

For the 2009 impairment tests, Tenaris considered that the
activity levels will continue to recover, with better competitive
conditions, and the rig counts and oil and gas prices in North
America higher than those of 2009. Accordingly, no impairment charge was recorded in 2009 financial statements. The
discount rates used for these tests were in a range between
10% and 13%, based on Tenaris’ weighted average cost of
capital taking into account the industry, the country and the
size of the business.
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The main factors that could result in additional impairment
charges in future periods in connection with the Company’s
continuing operations would be an increase in the discount
rate used in the Company’s cash flow projections and a further deterioration of the business, competitive and economic
factors discussed in 2008, such as the cost of raw materials,
oil and gas prices, competitive environment, capital expenditure program of our clients and the evolution of the rig count.
Had the Company used a discount rate 1% higher for its
cash flow projections for its continuing operations, it would
have suffered an impairment charge of approximately $152
million in 2009 and an additional $291 million in 2008. As there
is a significant interaction of the main assumptions made in
estimating its cash flow projections, Tenaris believes that any
sensitivity analysis considering changes in one assumption
at a time could potentially be misleading.

Note 6. Financial Results
(All Amounts in Thousands of U.S. Dollars)
Interest income
Interest expense(∗)
Interest net
Net foreign exchange transaction results
Foreign exchange derivatives contracts results(∗∗)
Other
Other financial results
Net financial results
From Discontinued operations

2009
30,986
(121,881)
(90,895)
(73,015)
10,467
(2,564)
(65,112)
(156,007)
4,307
(151,700)

Year Ended December 31
2008
49,114
(185,851)
(136,737)
(120,515)
35,993
(19,738)
(104,260)
(240,997)
9,973
(231,024)

2007
93,458
(275,763)
(182,305)
5,908
(16,690)
(11,969)
(22,751)
(205,056)
4,726
(200,330)

2009
87,159
(980)
86,179
862
87,041

Year Ended December 31
2008
89,556
—
89,556
(133)
89,423

2007
94,888
18,388
113,276
(214)
113,062

2009
541,818
(32,962)
508,856
4,297
513,153
58
513,211

Year Ended December 31
2008
1,255,759
(244,331)
1,011,428
10,704
1,022,132
(6,798)
1,015,334

2007
936,831
(97,799)
839,032
(5,654)
833,378
(27,605)
805,773

Each item included in this note differs from its corresponding
line in the income statement because it includes discontinued
operations’ results.

Note 7. Equity in Earnings of Associated Companies

(All Amounts in Thousands of U.S. Dollars)
From associated companies
(Loss) gain on sale of associated companies and other
From Discontinued operations

Note 8. Income Tax (in part)

(All Amounts in Thousands of U.S. Dollars)
Current tax
Deferred tax
Effect of currency translation on tax base (a)
From Discontinued operations
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Note 10. Property, Plant and Equipment, Net (in part)

Year Ended December 31, 2009
Cost
Values at the beginning of the year
Translation differences
Additions
Disposals/Consumptions
Increase due to business acquisitions
Transfers/Reclassifications
Deconsolidation/Transfers to Available for sale
assets
Values at the end of the year

Land, Building
and
Improvements

Plant and
Production
Equipment

Vehicles,
Furniture and
Fixtures

Work in
Progress

Spare Parts
and
Equipment

Total

689,173
30,682
2,741
(3,358)
12,083
31,603

6,238,423
155,286
3,613
(10,591)
11,507
194,760

195,628
8,091
1,194
(3,750)
46
(12,859)

235,857
13,967
427,170
—
487
(218,954)

38,450
1,795
5,749
(7,850)
—
2,886

7,397,531
209,821
440,467
(25,549)
24,123
(2,564)

(4,435)
758,489

(137,874)
6,455,124

(793)
187,557

(7,508)
451,019

(5,237)
35,793

(155,847)
7,887,982

Depreciation and impairment
Accumulated at the beginning of the year
Translation differences
Depreciation charge
Transfers/Reclassifications
Disposals/Consumptions
Deconsolidation/Transfers to Available for sale
assets
Accumulated at the end of the year

158,443
9,419
19,350
194
(33)

4,136,038
84,364
232,927
1,183
(7,884)

99,113
6,684
24,529
(1,377)
(2,420)

7,200
—
—
—
—

13,866
252
1,352
—
(18)

4,414,660
100,719
278,158
—
(10,355)

(3,550)
183,823

(135,809)
4,310,819

(584)
125,945

(7,200)
—

(2,644)
12,808

(149,787)
4,633,395

At December 31, 2009

574,666

2,144,305

61,612

451,019

22,985

3,254,587

Note 12. Investments in Associated Companies
(in part)
Year Ended December 31
At the beginning of the year
Translation differences
Equity in earnings of associated companies
Dividends and distributions received
Transfer to Available for sale assets
Increase in equity reserves in Ternium and other
At the end of the year

2009
527,007
(1,302)
87,159
(11,420)
(1,615)
2,743
602,572

2008
509,354
(51,004)
89,556
(15,032)
—
(5,867)
527,007

Summarized selected financial information of Ternium, including the aggregated amounts of assets, liabilities, revenues
and profit or loss is as follows:
Ternium S.A.
2009
5,250,135
5,042,538
10,292,673

2008
5,491,408
5,179,839
10,671,247

Non-current liabilities
Current liabilities
Total liabilities

2,872,667
1,158,767
4,031,434

3,374,964
1,734,819
5,109,783

Minority interest
Revenues
Gross profit
Income from discontinued operations
Net income for the period attributable to equity holders of the company

964,897
4,958,983
848,613
428,023
717,400

964,094
8,464,885
2,336,858
157,095
715,418

Non-current assets
Current assets
Total assets
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Note 28. Cash Flow Disclosures (in part)

Analysis of the result of discontinued operations:

(ii) Income Tax Accruals Less Payments

(i) Result for Discontinued Operations

Year Ended December 31
2009
2008
2007
Tax accrued(∗)
Taxes paid
(∗)

513,153
(971,239)
(458,086)

1,011,675
(1,236,713)
(225,038)

833,378
(1,226,433)
(393,055)

Does not include tax accrued on the sale of Pressure Control
disclosed as discontinued operations.

Note 29. Discontinued Operations

(All Amounts in Thousands
of U.S. Dollars)
(Loss) income for
discontinued operations
After tax gain on disposal of
operations
Net (loss) income for
discontinued operations
(∗)

Nationalization of Venezuelan Subsidiaries

(∗)

Year Ended December 31
2009
2008
2007
(28,138)

(87,418)

52,128

—

394,323

—

(28,138)

306,905

52,128

Corresponds to the Venezuelan Companies (years 2009, 2008
and 2007) and Pressure Control (years 2008 and 2007) operations.

The results of operations and cash flows generated by the
Venezuelan Companies (as defined in Note 32 (b)) are presented as discontinued operations in these Consolidated Financial Statements. For further information see Note 32 (b).

(ii) Net Cash Flows Attributable to Discontinued Operations

Sale of Hydril Pressure Control Business

Net cash provided by
operating activities
Net cash used in investing
activities
Net cash provided by (used
in) financing activities

On April 1, 2008, Tenaris sold to General Electric Company
(GE) the pressure control business included as part of the
acquisition of Hydril Company undertaken on May 2007. The
pressure control business was sold, for an amount equivalent on a debt-free basis to $1,114 million. The result of this
transaction was an after-tax gain of $394.3 million, calculated
as the net proceeds of the sale less the book value of net
assets held for sale, the corresponding tax effect and related
expenses.
Book Value of the Assets and Liabilities Disposed

Property, plant and equipment, net
Intangible assets, net
Inventories
Trade receivables
Other assets
Total current and non current assets
held for sale
Deferred tax liabilities
Customer advances
Trade payables
Other liabilities
Liabilities associated with current and
non-current assets held for sale

At March 31, 2008
64,556
295,371
173,110
78,018
39,643
650,698
71,434
128,975
54,175
15,291
269,875

(∗)

Year Ended December 31
2009
2008
2007

(∗)

1,788

20,786

41,678

(801)

(7,330)

(21,854)

5,306

9,046

(10,796)

Corresponds to the Venezuelan Companies (years 2009, 2008
and 2007) and Pressure Control (years 2008 and 2007) operations.

All amounts were estimated only for disclosure purposes, as
cash flows from these discontinued operations were not managed separately from other cash flows.

Note 32. Processes in Venezuela
(a) Investment in Ternium: Sidor Nationalization Process
On May 7, 2009, Ternium completed the transfer of its entire
59.7% interest in Sidor to CVG. The transfer was effected as
a result of Venezuela’s Decree Law 6058, which ordered that
Sidor and its subsidiaries and associated companies be transformed into state-owned enterprises and declared the activities of such companies of public and social interest. While
CVG had assumed operational control of Sidor on July 12,
2008, Ternium had retained formal title over the shares until
May 7, 2009. Ternium agreed to receive an aggregate amount
of $1.97 billion as compensation for its Sidor shares. Of that
amount, CVG paid $400 million in cash on May 7, 2009. The
balance was divided in two tranches: the first tranche, of $945
million, is being paid in six equal quarterly installments, while
the second tranche will be paid at maturity in November 2010,
subject to quarterly mandatory prepayment events based on
the increase of the WTI crude oil price over its May 6, 2009
level.
As of the date of these financial statements, Ternium has
not yet received the Sidor compensation payments required
to be made by CVG on February 8, 2010. These payments
consist of a $157.5 million principal installment, plus interest,
due under the first tranche, and a $141.4 million mandatory
prepayment, plus interest, due under the second tranche.(1)
The total balance of the Sidor compensation payments
(1) On March 3, 2010, Ternium received the payment of the installment

due on February 8, 2010.
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outstanding as of December 31, 2009 amounted to $1.02 billion, plus interest.
(b) Nationalization of Venezuelan Subsidiaries
Within the framework of Decree Law 6058, on May 22,
2009, Venezuela’s President Hugo Chávez announced the
nationalization of, among other companies, the Company’s
majority-owned subsidiaries TAVSA—Tubos de Acero de
Venezuela S.A. (“Tavsa”) and, Matesi, Materiales Siderurgicos S.A (“Matesi”), and Complejo Siderurgico de Guayana,
C.A (“Comsigua”), in which the Company has a minority interest (collectively, “the Venezuelan Companies”). On May 25,
2009, the Minister of Basic Industries and Mines of Venezuela
(“MIBAM”) issued official communications N◦ 230/09 and
231/09, appointing the MIBAM’s representatives to the transition committees charged with overseeing the nationalization
processes of Tavsa and Matesi. On May 29, 2009, the Company sent response letters to the MIBAM acknowledging the
Venezuelan government’s decision to nationalize Tavsa and
Matesi, appointing its representatives to the transition committees, and reserving all of its rights under contracts, investment treaties and Venezuelan and international law and the
right to submit any controversy between the Company or its
subsidiaries and Venezuela relating to Tavsa and Matesi’s nationalization to international arbitration, including arbitration
administered by ICSID.
On July 14, 2009, President Chávez issued Decree 6796,
which orders the acquisition of the Venezuelan Companies’
assets and provides that Tavsa’s assets will be held by the
Ministry of Energy and Oil, while Matesi and Comsigua’s
assets will be held by MIBAM. Decree 6796 also requires
the Venezuelan government to create certain committees at
each of the Venezuelan Companies; each transition committee must ensure the nationalization of each Venezuelan Company and the continuity of its operations, and each technical
committee (to be composed of representatives of Venezuela
and the private sector) must negotiate over a 60-day period (extendable by mutual agreement) a fair price for each
Venezuelan Company to be transferred to Venezuela. In the
event the parties fail to reach agreement by the expiration of
the 60-day period (or any extension thereof), the applicable
Ministry will assume control and exclusive operation of the
relevant Venezuelan Company, and the Executive Branch will
order their expropriation in accordance with the Venezuelan
Expropriation Law. The Decree also specifies that all facts and
activities there under are subject to Venezuelan law and any
disputes relating thereto must be submitted to Venezuelan
courts.
On August 19, 2009, the Company announced that
Venezuela, acting through the transition committee appointed
by the MIBAM, unilaterally assumed exclusive operational
control over Matesi.
On November 17, 2009, the Company announced that
Venezuela acting through PDVSA Industrial S.A. (a subsidiary
of Petroleos de Venezuela S.A.), formally assumed exclusive
operational control over the assets of Tavsa. Following this formal change in operational control, PDVSA Industrial has assumed complete responsibility over Tavsa’s operations and
management and since then Tavsa’s operations are being
managed by the transition committee previously appointed by
Venezuela. The Company’s representatives in Tavsa’s board
of directors have ceased in their functions.
The Company’s investments in Tavsa, Matesi and Comsigua are protected under applicable bilateral investment

IFRS ATT 6.24

treaties, including the bilateral investment treaty between
Venezuela and the Belgian-Luxembourgish Union, and, as
noted above, Tenaris continues to reserve all of its rights under contracts, investment treaties and Venezuelan and international law, and to consent to the jurisdiction of the ICSID in
connection with the nationalization process.
Based on the facts and circumstances described above
and following the guidance set forth by IAS 27, the Company ceased consolidating the Venezuelan Companies results of operations and cash flows as from June 30, 2009 and
classified its investments in the Venezuelan Companies as
financial assets based on the definitions contained in paragraphs 11(c)(i) and 13 of IAS 32.
The Company classified its interests in the Venezuelan
Companies as available-for-sale investments since management believes they do not fulfill the requirements for classification within any of the remaining categories provided by IAS
39 and such classification is the most appropriate accounting
treatment applicable to non-voluntary dispositions of assets.
Tenaris subsidiaries have also net receivables with the
Venezuelan Companies as of December 31, 2009 for a total amount of $27.7 million.
The Company records its interest in the Venezuelan Companies at its carrying amount at June 30, 2009, and not at fair
value, following the guidance set forth by paragraphs 46(c),
AG80 and AG81 of IAS 39.

P1: PjU
ACPA166-06

AICPA

AICPA-IFRS-ATT.cls

December 20, 2010

9:38

533

Section 6: Non-Current Assets Held for Sale and Discontinued Operations

Discontinued Operations, Assets and
Associated Liabilities Classified as Held
for Sale, Reclassification as Continuing
Operations When “Held for Sale” Criteria
Were No Longer Met
6.25

Intercontinental Hotels Group plc (Dec 2009)
CONSOLIDATED INCOME STATEMENT (in part)
Year Ended December 31, 2009
Before
Exceptional
Exceptional
Items
Items
(Note 5)
Total
Revenue (Note 2)
Cost of sales
Administrative expenses
Other operating income and
expenses
Depreciation and amortization
(Note 2)
Impairment (Note 2)
Operating (loss)/profit
(Note 2)
Financial income (Note 6)
Financial expenses (Note 6)
(Loss)/profit before tax
Tax (Note 7)
Profit for the year from
continuing operations
Profit for the year from
discontinued operations
(Note 11)
Profit for the year

Year Ended December 31, 2008
Before
Exceptional
Exceptional
Items
Items
(Note 5)
Total
($ Million)
1,897
—
1,897
(852)
—
(852)
(400)
(59)
(459)

1,538
(769)
(303)

—
(91)
(83)

1,538
(860)
(386)

6
472

(2)
(176)

4
296

14
659

25
(34)

(109)
—

—
(197)

(109)
(197)

(110)
—

363
3
(57)
309
(15)

(373)
—
—
(373)
287

(10)
3
(57)
(64)
272

294

(86)

—
294

6
(80)

Year Ended December 31, 2007
Before
Exceptional
Exceptional
Items
Items
(Note 5)
Total
1,817
(856)
(377)

—
—
(14)

1,817)
(856)
(391)

39
625

16
600

70
56

86
656

(2)
(96)

(112)
(96)

(112)
—

(2)
6

(114)
6

549
12
(113)
448
(101)

(132)
—
—
(132)
42

417
12
(113)
316
(59)

488
18
(108)
398
(89)

60
—
—
60
60

548
18
(108)
458
(29)

208

347

(90)

257

309

120

429

6
214

—
347

5
(85)

5
262

2
311

32
152

34
463
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CONSOLIDATED STATEMENT OF FINANCIAL
POSITION (in part)
December 31, 2009

December 31, 2008
($ Million)

Assets
Property, plant and equipment—(Note 10)
Goodwill—(Note 12)
Intangible assets—(Note 13)
Investment in associates—(Note 14)
Retirement benefit assets—(Note 3)
Other financial assets—(Note 15)
Deferred tax receivable—(Note 25)
Total non-current assets
Inventories—(Note 16)
Trade and other receivables—(Note 17)
Current tax receivable
Cash and cash equivalents—(Note 18)
Other financial assets—(Note 15)
Total current assets
Non-current assets classified as held for sale—(Note 11)
Total assets (Note 2)

1,836
82
274
45
12
130
95
2,474
4
335
35
40
5
419
—
2,893

1,684
143
302
43
40
152
—
2,364
4
412
36
82
10
544
210
3,118

Liabilities
Loans and other borrowings—(Note 21)
Trade and other payables—(Note 19)
Provisions—(Note 20)
Current tax payable
Total current liabilities
Loans and other borrowings—(Note 21)
Retirement benefit obligations—(Note 3)
Trade and other payables—(Note 19)
Deferred tax payable—(Note 25)
Total non-current liabilities
Liabilities classified as held for sale—(Note 11)
Total liabilities (Note 2)
Net assets

(106)
(688)
(65)
(194)
(1,053)
(1,016)
(142)
(408)
(118)
(1,684)
—
(2,737)
156

(21)
(746)
—
(374)
(1,141)
(1,334)
(129)
(392)
(117)
(1,972)
(4)
(3,117)
1

NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (in part)
Note 1. Accounting Policies (in part)
Assets Held for Sale
Non-current assets and associated liabilities are classified as
held for sale when their carrying amount will be recovered
principally through a sale transaction rather than continuing
use and a sale is highly probable.
Assets designated as held for sale are held at the lower of
carrying amount at designation and fair value less costs to
sell.
Depreciation is not charged against property, plant and
equipment classified as held for sale.

IFRS ATT 6.25

Disposal of Non-Current Assets
The Group recognizes sales proceeds and any related gain
or loss on disposal on completion of the sales process. In
determining whether the gain or loss should be recorded, the
Group considers whether it:
• has a continuing managerial involvement to the degree
associated with asset ownership;
• has transferred the significant risks and rewards associated with asset ownership; and
• can reliably measure and will actually receive the
proceeds.
Discontinued Operations
Discontinued operations are those relating to hotels sold or
those classified as held for sale when the results relate to a
separate line of business, geographical area of operations, or
where there is a co-ordinated plan to dispose of a separate
line of business or geographical area of operations.
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Note 2. Exchange Rates and Segmental Information
(in part)
Continuing
Reportable segments’ operating profit
Exceptional operating items
Operating loss
Net finance costs
Loss before tax
Tax
Profit after tax
Gain on disposal of assets, net of tax
Profit for the year
(∗)

Discontinued
($ Million)
—
—
—
—
—
—
—
6
6

363
(373)
(10)
(54)
(64)
272
208
—
208

Group
363
(373)
(10)
(54)
(64)
272
208
6
214

Relates to continuing operations.

Note 5. Exceptional items
2009
Continuing Operations
Exceptional Operating Items:
Cost of sales:
Onerous management contracts (i)
Administrative expenses:
Holiday Inn brand relaunch (ii)
Reorganization and related costs (iii)
Enhanced pension transfer (iv)
Other operating income and expenses:
Gain on sale of associate investments
Gain on sale of other financial assets
Loss on disposal of hotels (Note 11)∗
Reorganization and related costs (iii)
Depreciation and amortization:
Reorganization and related costs (iii)
Impairment:
Property, plant and equipment (Note 10)
Assets held for sale (Note 11)
Goodwill (Note 12)
Intangible assets (Note 13)
Other financial assets (Note 15)

Tax:
Tax on exceptional operating items
Exceptional tax credit (v)
Discontinued Operations
Gain on Disposal of Assets (Note 11):
Gain on disposal of hotels(∗∗)
Tax credit/(charge)

(∗)
(∗∗)

Year Ended December 31
2008
($ Million)

2007

(91)

—

—

(19)
(43)
(21)
(83)

(35)
(24)
—
(59)

—
(14)
—
(14)

—
—
(2)
—
(2)

13
14
(2)
—
25

22
36
—
12
70

—

(2)

(2)

(28)
(45)
(78)
(32)
(14)
(197)
(373)

(12)
—
(63)
(21)
—
(96)
(132)

6
—
—
—
—
6
60

112
175
287

17
25
42

—
60
60

2
4
6
(80)

—
5
5
(85)

40
(8)
32
152

Relates to hotels classified as continuing operations.
Relates to hotels classified as discontinued operations.
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The above items are treated as exceptional by reason of their
size or nature.
(i) An onerous contract provision of $65 million has been
recognized for the future net unavoidable costs under
the performance guarantee related to certain management contracts with one US hotel owner. In addition to
the provision, a deposit of $26 million has been written
off as it is no longer considered recoverable under the
terms of the same management contracts.
(ii) Relates to costs incurred in support of the worldwide
relaunch of the Holiday Inn brand family that was announced on October 24, 2007.

(iii) Primarily relates to the closure of certain corporate
offices together with severance costs arising from a
review of the Group’s cost base.
(iv) Relates to the payment of enhanced pension transfers
to those deferred members of the InterContinental Hotels UK Pension Plan who had accepted an offer to
receive the enhancement either as a cash lump sum
or as an additional transfer value to an alternative pension plan provider. The exceptional item comprises the
lump sum payments ($9 million), the IAS 19 settlement
loss arising on the pension transfers ($11 million) and
the costs of the arrangement ($1 million). The payments and transfers were made in January 2009.
(v) Relates to the release of provisions which are exceptional by reason of their size or nature relating to
tax matters which have been settled or in respect of
which the relevant statutory limitation period has expired (see Note 7).

Note 10. Property, Plant and Equipment

Year Ended December 31, 2009
Cost:
At January 1, 2009
Additions
Net transfers from non-current assets classified as held for sale
Reclassification
Disposals
Exchange and other adjustments
At December 31, 2009
Depreciation and impairment:
At January 1, 2009
Provided
Net transfers from non-current assets classified as held for sale
Impairment charge(ii)
Valuation adjustments arising on reclassification from held for sale
(Note 11)
On disposals
Exchange and other adjustments
At December 31, 2009
Net book value at December 31, 2009

Land and Buildings

Fixtures, Fittings and
Equipment
($ Million)

Total

1,366
22
176
14
—
44
1,622

900
35
104
(14)
(3)
24
1,046

2,266
57
280
—
(3)
68
2,668

(100)
(11)
(44)
(28)

(482)
(60)
(45)
—

(582)
(71)
(89)
(28)

(28)
—
(1)
(212)
1,410

(17)
2
(18)
(620)
426

(45)
2
(19)
(832)
1,836

Note 11. Assets Sold, Held for Sale and Discontinued
Operations
At December 31, 2009

At December 31, 2008
($ Million)

Assets and Liabilities Held for Sale
Non-current assets classified as held for sale:
Property, plant and equipment
Liabilities classified as held for sale:
Deferred tax (Note 25)
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At December 31, 2008, five hotels (2007 three) were classified as held for sale. During the year ended December 31,
2009, one (2008 one, 2007 three) hotel was sold. The remaining four were reclassified as property, plant and equipment at
June 30, 2009 when they no longer met the “held for sale” criteria of IFRS 5 -“Non-current Assets Held for Sale and Discontinued Operations” as sales are no longer considered highly
probable within the next 12 months. On reclassification, valuation adjustments of $45 million were recognized, comprising
$14 million of depreciation not charged whilst held for sale and
$31 million of further write-downs to recoverable amounts, as
required by IFRS 5. Recoverable amounts were assessed by
reference to value in use with the expected future cash flows
for the North American hotels comprising substantially all of
the write-downs discounted at a pre-tax rate of 12.5%. The

537

valuation adjustments are included within impairment on the
face of the Consolidated income statement.
The results of two of these reclassified hotels, which, prior to
June 30, 2009, were presented as discontinued operations,
are now reported as continuing operations and prior period
results have been re-presented on a consistent basis. The
impact has been to increase revenue from continuing operations for the year by $34 million (2008 $43 million, 2007 $47
million) and to increase operating profit from continuing operations, before exceptional items, for the year by $8m (2008
$14 million, 2007 $14 million).
There were no disposals of associates in 2009. During the
year ended December 31, 2008, the Group sold two associates (2007 two).
Subsequent to the year end, a North American hotel was
sold for $5.5 million on March 25, 2010.
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SECTION 7: OPERATING SEGMENTS∗

IFRS 8, OPERATING SEGMENTS
IFRSs Overview and Comparison
to U.S. GAAP
7.01 International Financial Reporting Standard (IFRS) 8,

Operating Segments, establishes requirements for disclosures
about an entity’s operating segments, its products and services, the geographic areas where it operates, and its major customers. Although IFRS 8 is the result of a shortterm convergence project to reduce the differences between
International Accounting Standard (IAS) 14, Segment Reporting, and Financial Accounting Standards Board (FASB)
Statement No. 131, Disclosures about Segments of an Enterprise and Related Information (codified in FASB Accounting
Standards CodificationTM [ASC] 280, Segment Reporting),
several minor differences between IFRS 8 and FASB ASC
remain.
7.02 IFRS 8 applies to the financial statements, whether

consolidated or separate, of a parent entity whose debt or
equity is traded in a public market or who files, or is in the
process of filing, with a regulatory organization for the purpose of issuing any class of instruments in a public market.
A public market includes domestic or foreign exchanges and
both local and regional over-the-counter markets. Entities not
required to apply IFRS 8 can voluntarily provide information
labeled as segment information, only if that information fully
complies with IFRS 8.
7.03 An operating segment is a component of the entity with

the following characteristics:
• It engages in business activities that may earn revenues
and incur expenses. These revenues and expenses need
not be generated externally but may be solely generated
through transactions with other components of the same
entity.
• The entity’s chief operating decision maker (CODM)
regularly reviews its operating results when making
resource allocation and performance assessment decisions (the CODM is a function within the entity, not
necessarily an individual).
• Discrete financial information is available about the
component’s activities.
Note that the term component of an entity is not a defined term
in IFRS 8. It is defined in IFRS 5, Non-current Assets Held
for Sale and Discontinued Operations, and in the glossary
of the IFRS 2010 bound volume, where its definition reflects
the meaning as used in IFRS 5.

∗

Unless otherwise indicated, references to International Accounting Standards Board (IASB) standards and interpretations throughout this 2010
edition of IFRS Accounting Trends & Techniques refer to the version
of those standards and interpretations included in the IFRS 2010 bound
volume, the official printed consolidated text of IASB standards and interpretations, including revisions, amendments, and supporting documents,
issued as of January 1, 2010.

7.04 IFRS 8, issued in November 2006, replaced IAS 14,

and is effective for annual periods beginning on or after January 1, 2009. Early adoption is permitted. If an entity early
adopts IFRS 8, it should disclose that fact.

Recognition and Measurement
Author’s Note
IFRS 8 is a disclosure standard. Its requirements do
not affect recognition and measurement of items in the
financial statements themselves. However, the standard
does contain criteria for identifying the components
of the entity to be shown in the required disclosures
and for measuring the financial information provided.
These criteria are described in this section.
IFRSs
7.05 IFRS 8 requires disclosure of information about re-

portable segments. Reportable segments are operating segments or aggregations of operating segments that meet certain specified criteria. The standard takes the management
approach to identifying reportable segments and for measuring the required financial information to be disclosed.
7.06 Entities should identify operating segments based on

information in internal reports reviewed by the CODM when
making resource allocation and performance assessment decisions. An operating segment is not required to have revenues from external customers. Therefore, an entity can consider different stages of a vertically integrated operation to
be separate operating segments if they meet the definition.
Start-up operations that have not yet earned revenues, but are
incurring expenses, also can be an operating segment.
7.07 However, not every part of an entity is necessarily an

operating segment or part of an operating segment. For example, corporate headquarters or certain functional departments, such as human resources or accounting, may not earn
revenues or may earn revenues that are only incidental to the
activities of the entity and would not meet the definition of
an operating segment. IFRS 8 specifically excludes an entity’s postemployment benefit plan from identification as a
separate operating segment.
7.08 In matrix and similar forms of organization, managers

are held responsible for two or more overlapping sets of components of an entity. For example, some managers are responsible for specific products or services, and other managers are
responsible for specific geographic areas where the products
and services are offered. Therefore, the CODM reviews financial reports for both types of components and discrete information is available for both. In this situation, IFRS 8 permits
the entity to determine the identifying characteristics of the
operating segments in accordance with the objective of the
standard rather than providing more prescriptive guidance.
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7.09 A reportable segment is either an individual operating

7.15 Like IFRSs, FASB ASC 280 uses the management ap-

segment or an aggregation of operating segments that meets
or exceeds the following quantitative thresholds:
• Revenue threshold. The reported revenue, whether generated from sales to external customers or intersegment
transactions, meets or exceeds 10 percent of the combined revenue (internal and external) of all operating
segments.
• Profit and loss threshold. The absolute amount of profit
and loss meets or exceeds 10 percent of the greater of
the absolute amount of combined reported profit of all
segments that did not report a loss and the combined
reported loss of all segments that did not report a profit.
• Asset threshold. The assets meet or exceed 10 percent
of the combined assets of all operating segments.

proach to identify operating segments and measure the financial information disclosed based on information reported
internally to the CODM to make resource allocation and performance assessment decisions. However, according to FASB
ASC 280-10-50-9, entities that have a matrix organization
should identify operating segments based on products and
services when more than one type of component is reviewed
by the CODM.

7.10 Entities can aggregate operating segments in order to

meet the criteria for a reportable segment if the segments
have similar economic characteristics with respect to the nature of segment products or services; the nature of the production process; the type or class of customer; distribution
methods; and, when applicable, the nature of the regulatory
environment.
7.11 Two circumstances exist in which entities should iden-

tify additional reportable segments, even if the operating segments do not meet the preceding thresholds:
• Total external revenue from reportable segments should
meet or exceed 75 percent of the entity’s reported revenue. An entity should identify additional operating segments as reportable until this criterion is met.
• If management believes that users of the financial statements would find information about an operating segment useful, the entity can choose to identify that operating segment as reportable.

Disclosure
IFRSs
7.16 The core principle underlying IFRS 8 disclosure re-

quirements is that an entity should disclose information to
enable users of the financial statements to evaluate the nature
and financial effects of its business activities and its economic environment. IFRS 8 requires the following types of
disclosures:
• General descriptive information about reportable
segments
• Information about profit or loss, assets, and liabilities
• Information about the measurement bases used
• Entity-wide disclosures about revenues from products
and services, geographical areas, and major customers
• Reconciliations to reported financial statement amounts
• Restatements of prior period information
7.17 Required general discriptive information includes a de-

ments, IFRS 8 also recognizes that there may be a practical
limit (more than 10) to the number of reportable segments, after which the information disclosed is likely to be too detailed
to be useful.

scription about the factors used to identify the entity’s reportable segments. These factors include the basis of organization (for example, how segments are organized around
products and services, geographical areas, regulatory environments, or a combination of these factors). The entity also
should disclose whether operating segments are aggregated
to arrive at reportable segments. Additionally, IFRS 8 requires an entity to describe the types of revenues generated
by each reportable segment. Often this particular disclosure
is included with other accounting policy disclosures.

7.13 With respect to measurement of the financial informa-

7.18 IFRS 8 requires disclosure of a measure of segment

7.12 Despite these criteria for identifying reportable seg-

tion disclosed, the entity should use the same measurement
bases that are reported internally to the CODM. Therefore,
the measurements in the required disclosures are not necessarily based on the accounting policies used in the preparation
of the consolidated financial statements.
U.S. GAAP
7.14 FASB ASC 280 normally requires more entities to pro-

vide segment disclosures than IFRS 8. Segment disclosures
are required for all public business enterprises. Like IFRSs,
public business enterprises include those entities that either
have debt or equity securities traded in a public market or are
in the process of filing with a regulatory organization to issue
such securities. However, additional Securities and Exchange
Commission registrants, such as conduit bond obligors for
conduit debt securities that are traded in a public market, also
are included in the scope. Conduit debt securities are issued
by state or local governments on behalf of the obligor, not itself a governmental entity. The issuer itself has no obligation
beyond resources provided by a lease or loan agreement with
the obligor.

IFRS ATT 7.09

profit or loss, total assets and, if reported to the CODM,
liabilities. However, disclosure of the following additional
measures is required only if they are reported to the CODM:
• Revenue, distinguished between external customers and
intersegment transactions
• Interest income and expense
• Depreciation and amortization, and other similar noncash items
• Material items of income and expense in accordance
with IAS 1, Presentation of Financial Statements
• Share in the profit or loss of investments accounted for
using the equity method (for example, associates and
joint ventures)
• Income tax expense or income
• Additions to non-current assets, except financial instruments, deferred tax assets, postemployment benefit assets, rights under insurance contracts, and long-term
customer relationships of financial institutions
7.19 IFRS 8 takes the management approach to measure-

ment as well as segment identification. Because the measurement basis for the quantitative disclosures need not be the entity’s IFRS accounting policies, IFRS 8 requires a description
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of the measurement basis used and discussion of various policies that affect those measurements (for example, transfer
pricing policies and differences between segment amounts
and amounts reported in the financial statement). This discussion includes the accounting policies and any policies
that the entity used to allocate centrally incurred costs that
are necessary for an understanding of the reported segment
information, as well as any asymmetrical allocations.
7.20 An entity should measure the entity-wide disclosures

about revenues based on the accounting policies used in the
consolidated financial statements, rather than the bases used
for internal measurements. Revenue disclosures include revenue from external customers by product or service (or group
of products and services) by geographic area, and by major
customer. Entities also should disclose non-current assets except financial instruments, deferred tax assets, postemployment benefit assets, and rights under insurance contracts by
geographic area.
7.21 IFRS 8 requires a reconciliation of the total amounts of

segment revenues, reported segment profit or loss, segment
assets, segment liabilities, and other material segment items
to the corresponding reported financial statements amounts.
These reconciliations are required for each statement of financial position presented.
7.22 IFRS 8 requires an entity to discuss changes in the com-

position of reportable segments and changes in measurement
bases used. An entity should restate comparative information when there is a change in the composition of segments
or measurement basis, unless the information is not available
or is excessively costly to develop. If the comparative information is not restated, the entity should present the current
period’s information on both the old and new basis, unless
the information is not available or is excessively costly to
develop.

7.25 IFRS 8 and FASB ASC 280 both require disclosure

of additions to non-current assets with certain exclusions.
In addition to the assets excluded from this requirement by
IFRS 8, FASB ASC 280-10-50-25(b) also excludes mortgage
and other servicing rights and certain other non-current assets
(e.g., financial instruments, deferred policy acquisition costs)
that are not long-lived assets.
Author’s Note
IFRS 8 is effective for annual periods beginning on or
after January 1, 2009. A number of survey entities have
fiscal years beginning before that date. Many of these
did not early adopt IFRS 8 and their disclosures are in
compliance with IAS 14, which affects how segments
are identified. Under IAS 14, an entity would identify whether business or geographic segments were the
primary segment definition, but some information was
required about both types of segments. Under IFRS 8,
an entity identifies segments based on the management
approach. Therefore, an entity can define its segments
on business activities, geography, or some combination
of the two. However, some information about geography is required regardless of how the entity defines
segments. Although the following tables combine information taken from disclosures in compliance with
either IAS 14 and IFRS 8, all of the selected excerpts
are in compliance with IFRS 8 requirements.

TABLE 7-1: NUMBER OF BUSINESS SEGMENTS
2009
0
3
2
5
9
17
27
25
38
33
1
160

7.24 IFRS 8 requires disclosure of additional material items

10 or more segments......................................................................
9.......................................................................................................
8.......................................................................................................
7.......................................................................................................
6.......................................................................................................
5.......................................................................................................
4.......................................................................................................
3.......................................................................................................
2.......................................................................................................
1.......................................................................................................
Survey entity that is a subsidiary outside the scope of IFRS 8......
Total................................................................................................

whereas FASB ASC 280-10-50-22(f) requires disclosure of
unusual items of income and expense. This difference in
choice of words is likely to lead to a difference in the items
disclosed. FASB ASC 280-10-55-22(i) also requires disclosure of extraordinary items, which are prohibited in IFRSs.

TABLE 7-2: NUMBER OF GEOGRAPHIC SEGMENTS

U.S. GAAP
7.23 FASB ASC 280 and IFRS 8 requirements are largely

converged. FASB ASC 280-10-50-22 requires disclosure of
a measure of segment profit or loss and segment assets, but
does not require disclosure of segment liabilities.

10 or more segments......................................................................
9.......................................................................................................
8.......................................................................................................
7.......................................................................................................
6.......................................................................................................
5.......................................................................................................
4.......................................................................................................
3.......................................................................................................
2.......................................................................................................
1.......................................................................................................
Survey entity that is a subsidiary outside the scope of IFRS 8......
Total................................................................................................

2009
8
6
3
6
11
15
30
33
21
26
1
160
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Presentation and Disclosure
Excerpts—Initial Application
No Change in Reportable Segments
on Initial Application
7.26

Author’s Note
IFRS 8 requires comparative disclosures for each period for which the entity presents a Statement of
Comprehensive Income. Veolia presents Statements of
Comprehensive Income for three years, 2007–2009,
and, therefore, also presents the required IFRS 8 disclosures for these three years.

Veolia Environnement (Dec 2009)
NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (in part)
Note 1. Accounting Principles and Methods (in part)
1.1 Accounting Standards Framework (in part)
1.1.2 Standards, Standard Amendments and Interpretations
Applicable from Fiscal Year 2009 (in part)
The accounting principles and valuation rules applied by the
Group in preparing the consolidated financial statements for
the year ended December 31, 2009 are identical to those
applied by the Group as of December 31, 2008, with the exception of the following standards, standard amendments and
interpretations which came into mandatory effect as of January 1, 2009 or July 1, 2009:
• IFRS 8, Operating Segments
The impact of the implementation of this new standard is presented in Note 1.26 below.
1.26 Segment Reporting
Since January 1, 2009, the Group identifies and presents
segment reporting in accordance with IFRS 8, Operating
Segments.
This information is taken from the internal organization
of Group activities and corresponds to the four Group
businesses (which were used for primary reporting purposes under the former segment reporting standard, IAS
14): Water, Environmental Services, Energy Services and
Transportation.
The quantified indicators presented by operating segment
form part of the key ratios used for budget validation, operating
segment performance measurement and resource allocation
reviewed by Executive Management.
Financial information by operating segment is prepared in
accordance with the same rules used to prepare the Consolidated Financial Statements.

IFRS ATT 7.26

Note 41. Reporting by Operating Segment
Since January 1, 2009, the Group has identified and
presented segment reporting in accordance with IFRS 8
“Operating segments.”
Financial reporting by operating segment is governed by
the same rules as those used for the condensed consolidated
financial statements and described in the Accounting Policies
note to the Financial Statements.
This reporting is based on the internal organization of the
Group’s activities and corresponds to the Group’s four business segments (which were used for the primary segment
reporting under the previous standard – IAS 14) Water, Environmental Services, Energy Services and Transportation.
The Water segment integrates drinking water and wastewater activities such as water distribution, water and wastewater
treatment, industrial process water, manufacturing of water
treatment equipment and systems.
The Environmental Services segment collects, processes
and disposes of household, trade and industrial waste.
The Energy Services segment includes heat production
and distribution, energy optimization and related services,
and electricity production.
The Transportation segment focuses on the operation of
passenger transportation services.
Pursuant to IFRS 5, Non-Current Assets Held for Sale and
Discontinued Operations, the results of operations of:
• the Clemessy and Crystal entities, in the Energy Services Division, sold in December 2008,
• waste-to-energy activity entities in the United States
(Montenay International) in the Environmental Services
Division and Freight activity entities in the Transportation
Division, sold during the second semester of 2009,
• activities in the United Kingdom in the Transportation Division and renewable energy activities in the process of
being sold were grouped together in a single line, Net income from discontinued operations, for fiscal year 2009
and fiscal years 2008 and 2007 presented for comparison purposes.
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Operating Segments
Revenue by Segment (€ Million)
Water
Environmental Services
Energy Services
Transportation
Revenue as per the consolidated income statement

Year Ended
December 31, 2009
12,555.9
9,055.8
7,078.6
5,860.7
34,551.0

Year Ended
December 31, 2008
12,557.9
9,972.5
7,446.3
5,788.1
35,764.8

Year Ended
December 31, 2007
10,927.4
9,057.2
6,200.4
5,389.1
31,574.1

Inter-Segment Revenue (€ Million)
Water
Environmental Services
Energy Services
Transportation
Inter-segment revenue

Year Ended
December 31, 2009
67.6
93.5
53.9
4.7
219.7

Year Ended
December 31, 2008
36.6
99.8
59.7
4.6
200.7

Year Ended
December 31, 2007
25.5
80.9
39.1
5.2
150.7

Operating Income by Segment (€ Million)
Water
Environmental Services
Energy Services
Transportation
Total operating segments
Unallocated operating income
Operating income as per the consolidated income statement

Year Ended
December 31, 2009
1164.3
453.8
415.5
152.9
2,186.5
(166.4)
2,020.1

Year Ended
December 31, 2008
1,198.5
265.2
434.4
170.5
2,068.6
(107.8)
1,960.8

Year Ended
December 31, 2007
1,267.7
781.8
384.3
130.6
2,564.4
(103.3)
2,461.1

Operating Cash Flow Before Changes in Working Capital
by Business Segment (€ Million)
Water
Environmental Services
Energy Services
Transportation
Total operating segments
Unallocated operating cash flow before changes
in working capital
Operating cash flow before changes in working capital in
the consolidated cash flow statement

Year Ended
December 31, 2009
1,800.9
1,194.1
736.9
311.5
4,043.4

Year Ended
December 31, 2008
1,795.4
1,357.5
768.4
291.8
4,213.1

Year Ended
December 31, 2007
1,848.4
1,456.3
656.0
280.2
4,240.9

(104.8)

(34.7)

(21.5)

3,938.6

4,178.4

4,219.4

Net Charge to Operating Depreciation, Amortization
and Provisions by Segment(∗) (€ Million)
Water
Environmental Services
Energy Services
Transportation
Total business segments
Unallocated net charge to operating depreciation, amortization
and provisions(∗∗)
Net charge to operating depreciation, amortization
and provisions

Year Ended
December 31, 2009
(505.3)
(871.9)
(268.8)
(197.1)
(1,843.1)

Year Ended
December 31, 2008
(461.7)
(754.9)
(226.6)
(160.1)
(1,603.3)

Year Ended
December 31, 2007
(396.0)
(685.3)
(147.9)
(176.9)
(1,406.1)

(47.9)

(28.7)

(29.3)

(1,891.0)

(1,632.0)

(1,435.4)

(∗)
(∗∗)

Including movements in provisions for working capital requirement.
Including Proactiva and Artelia.
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Capital Expenditure by Segment
(€ Million)
Water
Environmental Services
Energy Services
Transportation
Unallocated capital expenditure
Total capital expenditure(1)
(1)

(1)

Year Ended
December 31, 2008
950
990
539
342
72

Year Ended
December 31, 2007
869
863
429
459
22

2,493

2,893

2,642

Water
2,253.3

Environmental
Services
2,678.4

Energy
Services
1,147.9

Transportation
537.6

5,836.5
4,059.1
6,504.3
18,653.2
148.1

4,167.8
754.5
2,772.2
10,372.9
62.0

2,492.4
654.4
3,590.5
7,885.2
55.3

1,669.8
105.4
1,269.4
3,582.2
2.9

18,801.3

10,434.9

7,940.5

3,585.1

Unallocated
Amounts
7.4

Total Assets
in the
Consolidated
Statement of
Financial
Position
6,624.6

278.5
78.4
729.7
1,094.0
0.2
7,960.7
9,054.9

14,445.0
5,651.8
14,866.1
41,587.5
268.5
7,960.7
49,816.7

Unallocated
Amounts
56.5

Total Assets
in the
Consolidated
Statement of
Financial
Position
6,723.3

Including Proactiva and Artelia.

Assets by Segment as of December 31, 2008
(€ Million)
Goodwill, net
Intangible assets and property, plant and
equipment, net
Operating financial assets
Working capital assets including DTA
Total segment assets
Investments in associates
Other unallocated assets(1)
Total assets
(∗)

Year Ended
December 31, 2009
835
626
531
445
56

Pursuant to IFRS 8, capital expenditure presented in segment reporting includes investments financed by finance lease in the amount of
€28 million, net of the capital expenditure presented in the consolidated cash flow statement.

Assets by Segment as of December 31, 2009
(€ Million)
Goodwill, net
Intangible assets and property, plant and
equipment, net
Operating financial assets
Working capital assets including DTA
Total segment assets
Investments in associates
Other unallocated assets(1)
Total assets
(1)

9:44

Water
2,247.7

Environmental
Services
2,736.6

Energy
Services
1,131.1

Transportation
551.4

5,887.6
4,083.2
6,496.8
18,715.3
140.7

4,388.0
836.9
3,116.4
11,077.9
81.3

2,374.7
679.5
3,883.3
8,068.6
27.7

1,724.8
105.5
1,396.7
3,778.4
58.2

18,856.0

11,159.2

8,096.3

3,836.6

224.9
46.1
801.5
1,129.0
3.7
6,045.3(∗)
7,178.0

14,600.0
5,751.2
15,694.7
42,769.2
311.6
6,045.3
49,126.1

Including assets classified as held for sale of €203.0 million (primarily the reclassification of the assets of certain French subsidiaries under
joint control in the Water Division).
Including Proactiva and Artelia.
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Assets by Segment as of December 31, 2007
(€ Million)
Goodwill, net
Intangible assets and property, plant and
equipment, net
Operating financial assets
Working capital assets including DTA
Total segment assets
Investments in associates
Other unallocated assets(1)
Total assets
(∗)
(1)

Environmental
Services
3,049.5

Energy
Services
1,098.1

Transportation
556.7

5,658.3
3,884.5
5,847.8
17,598.8
137.2

4,292.4
902.4
3,257.4
11,501.7
75.5

2,112.0
712.3
3,755.2
7,677.6
25.5

1,694.2
123.0
1,321.1
3,695.0
53.9

17,736.0

11,577.2

7,703.1

3,748.9

Other unallocated liabilities(1)
Total liabilities

13,898.8
5,627.6
14,766.9
41,206.5
292.1
4,808.3
46,306.9

Total
Liabilities in
the
Consolidated
Statement of
Financial
Position
3,040.3
15,026.9

Water
997.3
7,670.0

Environmental
Services
985.9
2,615.9

Energy
Services
494.6
2,878.2

Transportation
367.3
1,558.4

8,667.3

3,601.8

3,372.8

1,925.7

499.6

18,067.2

1,925.7

31,749.5
32,249.1

31,749.5
49,816.7

Total
Liabilities in
the
Consolidated
Statement of
Financial
Position
2,933.3
15,527.8

8,667.3

3,601.8

3,372.8

Unallocated
Amounts
195.2
304.4

Water
1,011.1
7,599.6

Environmental
Services
871.9
3,056.5

Energy
Services
468.1
2,956.8

Transportation
422.4
1,598.3

Unallocated
Amounts
159.8
316.5

8,610.7

3,928.4

3,424.9

2,020.7

476.4

(1)

Other unallocated liabilities
Total liabilities

(1)

141.9
5.4
585.4
733.4
—
4,808.3(∗)
5,541.7

Including Proactiva and Artelia.

Liabilities by Segment as of December 31, 2008
(€ Million)
Provisions for contingencies and losses
Working capital liabilities including DTL
Other segment liabilities
Total segment liabilities

(∗)

Unallocated
Amounts
0.7

Including assets classified as held for sale of €122.5 million (Transportation Division for €103.9 million and Environmental Services Division
for €18.6 million).
Including Proactiva and Artelia.

Liabilities by Segment as of December 31, 2009
(€ Million)
Provisions for contingencies and losses
Working capital liabilities including DTL
Other segment liabilities
Total segment liabilities

(1)

Water
2,208.2

Total Assets
in the
Consolidated
Statement of
Financial
Position
6,913.2

18,461.1
(∗)

8,610.7

3,928.4

3,424.9

2,020.7

30,665.0
31,141.4

30,665.0
49,126.1

Including liabilities directly associated with assets classified as held for sale of €98.2 million (reclassification of the liabilities of certain French
subsidiaries under joint control in the Water Division).
Including Proactiva and Artelia.
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Liabilities by Segment as of December 31, 2007
(€ Million)
Provisions for contingencies and losses
Working capital liabilities including DTL
Other segment liabilities
Total segment liabilities

Water
1,013.9
6,855.4
—
7,869.3

Environmental
Services
873.6
3,138.3
—
4,011.9

Energy
Services
476.1
2,996.7
—
3,472.8

Transportation
456.7
1,544.1
—
2,000.8

Other unallocated liabilities(1)
Total liabilities

7,869.3

4,011.9

3,472.8

2,000.8

(∗)
(1)

Unallocated
Amounts
144.3
205.0
—
349.3

Total
Liabilities in
the
Consolidated
Statement of
Financial
Position
2,964.6
14,739.5
—
17,704.1

28,602.8(∗)
28,952.1

28,602.8
46,306.9

Including liabilities directly associated with assets classified as held for sale of €1.9 million (Veolia Environnement SA).
Including Proactiva and Artelia.

Geographical Area
December 31, 2009
(€ Million)
Revenue

France
13,755.4

Germany
2,967.3

United
Kingdom
2,478.1

Rest of
Europe
6,811.2

United
States
2,953.0

Oceania
1,300.2

Asia
1,500.7

Middle
East
1,017.6

Rest of
the World
1,767.5

Total
34,551.0

December 31, 2008
(€ Million)
Revenue

France
14,465.0

Germany
3,057.3

United
Kingdom
2,876.9

Rest of
Europe
7,029.5

United
States
2,873.4

Oceania
1,437.7

Asia
1,269.9

Middle
East
1,026.8

Rest of
the World
1,728.3

Total
35,764.8

December 31, 2007
(€ Million)
Revenue

France
13,547.3

Germany
2,602.0

United
Kingdom
2,866.0

Rest of
Europe
6,028.6

United
States
2,423.3

Oceania
1,308.2

Asia
961.0

Middle
East
447.0

Rest of
the World
1,390.7

Total
31,574.1

Breakdown of Non-Current Assets (Excluding Deferred Tax
Assets and Non-Current Derivative Instruments) by
Geographical Area
December 31, 2009
(€ Million)
Total

France
7,518.0

Germany
4,701.6

United
Kingdom
3,282.0

Rest of
Europe
5,143.7

United
States
2,619.9

Oceania
419.3

Asia
2,644.1

Middle
East
264.0

Rest of
the World
949.2

Total
27,541.8

December 31, 2008
(€ Million)
Total

France
7,641.9

Germany
4,904.0

United
Kingdom
3,110.4

Rest of
Europe
5,145.4

United
States
2,902.5

Oceania
344.8

Asia
2,456.2

Middle
East
284.5

Rest of
the World
1,164.2

Total
27,953.9

December 31, 2007
(€ Million)
Total

France
7,501.6

Germany
5,104.4

United
Kingdom
3,785.3

Rest of
Europe
4,988.7

United
States
2,578.9

Oceania
372.9

Asia
1,767.5

Middle
East
117.3

Rest of
the World
1,162.0

Total
27,378.6
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Change in Reportable Segments
on Initial Application

maker. The chief operating decision-maker, who is responsible for allocating resources and assessing performance of the
operating segments, has been identified as the senior executive that makes strategic decisions.

7.27

Guangshen Railway Company Limited (Dec 2009)

2.8 Goodwill

NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (in part)
(All amounts expressed in Renminbi unless otherwise stated)

Note 2. Principal Accounting Policies (in part)
2.1 Basis of Presentation (in part)
(a) New Accounting Pronouncements and Amendments
Effective in 2009 (in part)
• IFRS 8, ‘Operating segments.’ IFRS 8 replaces IAS 14,
‘Segment reporting,’ and aligns segment reporting with
the requirements of the US standard SFAS 131, ‘Disclosures about segments of an enterprise and related information.’ The new standard requires a ‘management approach,’ under which segment information is presented
on the same basis as that used for internal reporting
purposes. This has resulted in change of the reportable
segments presented. In addition, the segments are reported in a manner that is more consistent with the internal reporting provided to the chief operating decisionmaker.
Goodwill is allocated by management to groups of cashgenerating units at a segment level. Goodwill relating to a previous business combination remains in the Company’s Business segment. The change in reportable segments has not
resulted in any additional goodwill impairment.
Comparatives for 2008 and 2007 in note 5 have been restated. However, such restatement in note disclosure does
not have any impact on the balance sheets.
2.3 Segment Reporting
Operating segments are reported in a manner consistent with
the internal reporting provided to the chief operating decision-

The Company’s Business
2009
2008
2007
RMB’000
RMB’000
RMB’000
Total revenue (all from external
customers)
Segment result
Finance costs
Share of results of associates
Depreciation
Amortization of leasehold land
payments
Amortization of deferred
employee costs
Recognition of employee benefits
obligations
Impairment of fixed assets
Impairment of
construction-in-progress
Provision/(reversal of provision)
for doubtful accounts

Goodwill represents the excess of the cost of an acquisition
over the fair value of the Group’s share of the net identifiable
assets of the acquired subsidiary/business at the date of acquisition. Goodwill arising from acquisitions of subsidiaries is
disclosed separately on the balance sheet. Goodwill is tested
for impairment annually or, whenever there is an indication of
impairment, and carried at cost less accumulated impairment
losses. Impairment losses on goodwill are not reversed. Gains
and losses on the disposal of an entity include the carrying
amount of goodwill relating to the entity sold.
Goodwill is allocated to cash-generating units for the purpose of impairment testing. The allocation is made to those
cash-generating units or groups of cash-generating units that
are expected to benefit from the business combination in
which the goodwill arose identified according to operating
segment.

Note 5. Segment Information
The chief operating decision-makers have been identified as
senior executives. Senior executives review the Group’s internal reporting in order to assess performance and allocate
resources. Management has determined the operating segments based on these reports.
Senior executives consider the business from a perspective
on revenues and operating results generated from railroad
and related business conducted by the Company (“the Company’s Business”). Other segments mainly include provision
of on-board catering services, warehousing services, hotel
management services and sales of merchandises provided
by the subsidiaries of the Group.
Senior executives assess the performance of the operating
segments based on a measure of the profit before income tax.
Other information provided, except as noted below, to senior
executives is measured in a manner consistent with that in
the financial statements.
The segment results for 2009, 2008 and 2007 are as
follows:
All Other Segments
2009
2008
2007
RMB’000 RMB’000 RMB’000

2009
RMB’000

Total
2008
RMB’000

2007
RMB’000

12,212,031
1,690,726
(236,437)
773
(1,257,432)

11,530,435
1,493,926
(213,376)
128
(1,167,462)

10,365,956
1,661,254
(98,597)
1,830
(1,012,396)

173,726
21,653
150
—
(4,712)

158,220
7,736
(93)
—
(4,580)

142,548
7,297
(110)
—
(4,704)

12,385,757
1,712,379
(236,287)
773
(1,262,144)

11,688,655
1,501,662
(213,469)
128
(1,172,042)

10,508,504
1,668,551
(98,487)
1,830
(1,017,100)

(15,001)

(15,001)

(15,002)

(988)

(602)

(1,019)

(15,989)

(15,603)

(16,021)

(20,048)

(31,867)

(24,339)

(108)

(138)

—

(20,156)

(32,005)

(24,339)

—
—

(76,382)
—

(63,347)
(6,359)

(1,200)
—

(9,606)
—

(1,909)
—

(1,200)
—

(85,988)
—

(65,256)
(6,359)

(448)

—

—

—

—

—

(448)

—

—

(299)

(2,280)

8,236

(115)

(486)

24

(414)

(2,766)

8,260
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A reconciliation of the segment results to profit of 2009, 2008
and 2007 is as follows:

Segment result
Income tax expense
Profit for the year

The Company’s Business
All Other Segments
2009
2008
2007
2009
2008
2007
RMB’000
RMB’000
RMB’000 RMB’000 RMB’000 RMB’000
1,690,726
1,493,926
1,661,254
21,653
7,736
7,297
(343,207)
(274,263)
(227,876)
(5,714)
(3,031)
(4,473)
1,347,519
1,219,663
1,433,378
15,939
4,705
2,824

2009
RMB’000
1,712,379
(348,921)
1,363,458

Total
2008
RMB’000
1,501,662
(277,294)
1,224,368

2007
RMB’000
1,668,551
(232,349)
1,436,202

The Group is domiciled in the PRC. All the Group’s revenues
were generated in the PRC, and the total assets are also
located in the PRC.

Total segment assets

The Company’s Business
2009
2008
RMB’000
RMB’000
28,605,980
28,147,670

Total segment assets include:
Investment in associates
Acquision of Yangcheng Railway
Business
Additions to non-current assets
(other than financial instruments
and deferred tax assets)
Total segment liabilities

All Other Segments
2009
2008
RMB’000
RMB’000
239,228
223,247

Total
2009
RMB’000
28,662,614

2008
RMB’000
28,221,826

119,547

120,705

—

—

—

—

119,547

120,705

—

—

—

—

—

—

—

—

1,536,507
6,048,524

3,479,126
6,380,140

6,705
73,800

1,432
66,743

—
(96,552)

—
(64,212)

1,543,212
6,025,772

3,480,558
6,382,671

There are approximately RMB10,400,548,000 (2008 and
2007: RMB9,776,261,000 and RMB8,884,413,000) of the revenues of the Group which were settled through the Ministry
of Railway of the PRC (“MOR”). Except that, no revenues derived from a single external customer have exceeded 10% of
the total revenues.

Presentation and Disclosure
Excerpts—Continuing Application
Change in Reportable Segments
7.28

Author’s Note
Daimler early adopted IFRS 8 in its December 2007
financial statements.

Daimler AG (Dec 2009)
NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (in part)
Note 31. Segment Reporting
At the beginning of 2009, the Group adjusted its segment reporting. The business activities of Mercedes-Benz Vans and
Daimler Buses, which were previously reported as part of

IFRS ATT 7.28

Elimination
2009
2008
RMB’000
RMB’000
(182,594)
(149,091)

Vans, Buses, Other, are now presented separately. The other
business activities of the Group which previously also formed
part of Vans, Buses, Other (amongst others EADS as well
as Chrysler until June 3, 2009) are included in the column
“Reconciliation” together with other corporate items and eliminations of intersegment transactions. Prior-year figures have
been adjusted accordingly.
The segment information presented below does not include
amounts relating to discontinued operations. The segment assets and liabilities as well as capital expenditures, depreciation and amortization of the discontinued operations in 2007
are included in the reconciliation to the consolidated amounts.
Reportable segments. The reportable segments of the
Group are Mercedes-Benz Cars, Daimler Trucks, MercedesBenz Vans, Daimler Buses and Daimler Financial Services.
The segments are largely organized and managed separately according to nature of products and services provided,
brands, distribution channels and profile of customers.
The vehicle segments develop and manufacture passenger
cars and off-road vehicles, trucks and buses. Mercedes-Benz
Cars sells its passenger cars and off-road vehicles under the
brand names Mercedes-Benz, smart and Maybach. Daimler
Trucks distributes its trucks under the brand names MercedesBenz, Freightliner, Western Star and Fuso. The vans of the
Mercedes-Benz Vans segment are primarily sold under the
brand name Mercedes-Benz. Daimler Buses sells completely
built-up buses under the brand names Mercedes-Benz, Setra
and Orion. In addition, Daimler Buses produces and sells bus
chassis. The vehicle segments also sell related spare parts
and accessories.
The Daimler Financial Services segment supports the sales
of the Group’s vehicle segments worldwide. Its product portfolio mainly comprises tailored financing and leasing packages for customers and dealers. The segment also provides
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Segment liabilities principally comprise all liabilities. The
industrial business segments’ liabilities exclude income tax
liabilities, liabilities from defined benefit plans and certain financial liabilities (including financing liabilities).
Pursuant to risk sharing agreements between Daimler Financial Services and the respective vehicle segments the
residual value risks associated with the Group’s operating
leases and its finance lease receivables are primarily borne
by the vehicle segments that manufactured the leased equipment. The terms of the risk sharing arrangement vary by segment and geographic region.
Non-current assets comprise of intangible assets, property,
plant and equipment and equipment on operating leases.
Capital expenditures for property, plant and equipment and
intangible assets reflect the cash effective additions to these
property, plant and equipment and intangible assets as far as
they do not relate to capitalized borrowing costs or goodwill
and finance leases.
With respect to information about geographical regions, revenue is allocated to countries based on the location of the
customer; non-current assets are disclosed according to the
physical location of these assets.
Segment information as of and for the years ended December 31, 2009, 2008 and 2007:

services such as insurance, fleet management, investment
products and credit cards.
Management reporting and controlling systems. The
Group’s management reporting and controlling systems principally use accounting policies that are the same as those
described in Note 1 in the summary of significant accounting
policies under IFRS.
The Group measures the performance of its operating segments through a measure of segment profit or loss which is referred to as “EBIT” in our management and reporting system.
EBIT is the measure of segment profit (loss) used in segment reporting and comprises gross profit, selling and general
administrative expenses, research and non-capitalized development costs, other operating income and expense, and our
share of profit (loss) from investments accounted for using
the equity method, net, as well as other financial income (expense), net.
Intersegment revenue is generally recorded at values that
approximate third-party selling prices.
Segment assets principally comprise all assets. The industrial business segments’ assets exclude income tax assets,
assets from defined benefit plans and certain financial assets
(including liquidity).

In Millions of €
Revenue
Intersegment revenue
Total revenue
Segment profit (loss) (EBIT)
Thereof share of profit (loss)
from investments accounted
for using the equity method
Segment assets
Thereof investments accounted
for using the equity method
Segment liabilities
Additions to non-current assets
Thereof capital expenditures for
intangible assets
Thereof capital expenditures for
property, plant and equipment
Depreciation and amortization of
non-current assets
Thereof amortization of
intangible assets
Thereof depreciation of
property, plant and equipment

Daimler
Buses

Daimler
Financial
Services

Total
Segments

Reconciliation

Consolidated

16,633
1,727
18,360

MercedesBenz Vans
2009
6,002
213
6,215

4,173
65
4,238

11,366
630
11,996

78,379
3,748
82,127

545
(3,748)
(3,203)

78,924
—
78,924

(500)

(1,001)

26

183

9

(1,283)

(230)

(1,513)

(3)
32,452

(4)
14,317

(13)
4,585

—
2,806

7
65,059

(13)
119,219

85
9,602

72
128,821

101
21,978
8,263

220
8,020
1,518

60
3,109
574

2
1,728
318

54
60,389
4,527

437
95,224
15,200

3,858
1,770
(560)

4,295
96,994
14,640

967

427

9

10

7

1,420

2

1,422

1,618

597

113

78

14

2,420

3

2,423

2,732

1,045

476

132

2,571

6,956

(242)

6,714

597

129

74

11

19

830

(2)

828

1,511

619

229

59

14

2,432

4

2,436

MercedesBenz Cars

Daimler
Trucks

40,205
1,113
41,318
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In Millions of €
Revenue
Intersegment revenue
Total revenue
Segment profit (loss) (EBIT)
Thereof share of profit (loss)
from investments accounted
for using the equity method
Segment assets
Thereof investments accounted
for using the equity method
Segment liabilities
Additions to non-current assets
Thereof capital expenditures for
intangible assets
Thereof capital expenditures for
property, plant and equipment
Depreciation and amortization of
non-current assets
Thereof amortization of
intangible assets
Thereof depreciation of
property, plant and equipment

In Millions of €
Revenue
Intersegment revenue
Total revenue
Segment profit (loss) (EBIT)
Thereof share of profit (loss)
from investments accounted
for using the equity method
Segment assets
Thereof investments accounted
for using the equity method
Segment liabilities
Additions to non-current assets
Thereof capital expenditures for
intangible assets
Thereof capital expenditures for
property, plant and equipment
Depreciation and amortization of
non-current assets
Thereof amortization of
intangible assets
Thereof depreciation of
property, plant and equipment

9:44
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Daimler
Buses

Daimler
Financial
Services

Total
Segments

Reconciliation

Consolidated

4,739
69
4,808

11,359
605
11,964

97,753
4,842
102,595

716
(4,842)
(4,126)

98,469
—
98,469

818

406

677

5,625

(2,895)

2,730

12
16,936

(8)
5,243

—
2,920

31
67,708

110
126,763

(1,108)
5,462

(998)
132,225

154
20,611
7,352

228
9,651
2,104

86
3,351
680

1
1,646
332

61
63,076
5,451

530
98,335
15,919

3,719
1,160
(514)

4,249
99,495
15,405

1,133

451

10

4

20

1,618

1

1,619

2,246

991

150

117

41

3,545

14

3,559

2,439

949

464

125

2,500

6,477

99

6,576

635

104

75

12

19

845

1

846

1,325

542

239

52

16

2,174

3

2,177

MercedesBenz Cars

Daimler
Trucks

Daimler
Buses

Daimler
Financial
Services

Total
Segments

Reconciliation

Consolidated

51,175
1,255
52,430

26,198
2,268
28,466

4,190
160
4,350

10,427
540
10,967

101,061
4,493
105,554

508
(4,493)
(3,985)

101,569
—
101,569

4,753

2,121

571

308

630

8,383

327

8,710

(61)
30,070

16
15,454

1
5,401

1
2,758

2
62,002

(41)
115,685

1,094
19,409

1,053
135,094

177
21,514
6,085

114
9,557
1,821

54
3,599
657

1
1,545
229

189
57,612
6,147

535
93,827
14,939

4,499
3,037
7,010

5,034
96,864
21,949

770

344

10

8

24

1,156

198

1,354

1,910

766

138

92

29

2,935

1,312

4,247

2,436

905

500

114

2,313

6,268

2,858

9,126

748

111

77

13

13

962

116

1,078

1,198

497

250

50

17

2,012

1,056

3,068

MercedesBenz Cars

Daimler
Trucks

46,480
1,292
47,772

26,018
2,554
28,572

2,117

1,607

75
33,956

MercedesBenz Vans
2008
9,157
322
9,479

MercedesBenz Vans
2008
9,071
270
9,341

Mercedes-Benz Cars. As a result of the agreement with
McLaren GroupLtd. in November 2009 to change the form
of cooperation, the Group incurred a pre-tax expense of €87
million (see also Note 34). Also in 2009, a risk sharing agreement between Daimler and its independent dealers in connection with residual values was modified, which resulted in
a pre-tax expense of €79 million (see also Note 13).
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In 2008, as a result of the reassessment of residual values
of leased vehicles, the Group recorded non-cash effective impairment charges of €465 million. In addition, an amendment
of a defined benefit plan resulted in past service income of
€84 million.
Daimler Trucks. In 2009 and 2008, expenses of €95 million
and €233 million, respectively, associated with the decision
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to optimize and reposition the business operations of Daimler Trucks North America are included in the segment’s EBIT.
Of these amounts, €68 million and €32 million, respectively,
relate to non-cash charges (see also Note 4). The decision
made in 2009 for a major realignment of the business operations of Mitsubishi Fuso Truck and Bus Corporation (MFTBC)
led to charges of €245 million in 2009. From this amount, €50
million relate to non-cash charges (see also Note 4).
In 2008, an amendment of a defined benefit plan resulted
in past service income of €29 million.

In 2007, EBIT was positively impacted by a gain of €78
million from the disposal of real-estate properties (see also
Note 2). Furthermore, changes to existing pension plans at
MFTBC resulted in a curtailment gain of €86 million in 2007.
Daimler Financial Services. In 2009, EBIT includes expenses of €100 million from the sale of non-automotive assets and from the valuation of assets held for sale (see Notes
2 and 18).
Reconciliations. Reconciliations of the total segment
amounts to respective items included in financial statements
are as follows:

In Millions of €
Total segments’ profit (loss) (EBIT)
Share of profit (loss) from investments accounted for using the equity method(1,2)
Other corporate items
Eliminations
Group EBIT
Interest income (expense), net
Profit (loss) before income taxes
Total segments’ assets
Investments accounted for using the equity method(1)
Income tax assets(3)
Unallocated financial assets (including liquidity) and assets from defined benefit plans(3)
Other corporate items and eliminations
Group assets
Total segments’ liabilities
Income tax liabilities(3)
Unallocated financial liabilities and liabilities from defined benefit plans(3)
Other corporate items and eliminations
Group liabilities
(1)
(2)
(3)

2008
5,625
(1,108)
(1,797)
10
2,730
65
2,795
126,763
3,719
3,110
7,975
(9,342)
132,225
98,335
(81)
9,998
(8,757)
99,495

2007
8,383
1,094
(802)
35
8,710
471
9,181
115,685
4,499
1,940
18,119
(5,149)
135,094
93,827
(218)
9,546
(6,291)
96,864

Includes mainly the Group’s proportionate shares in the investments and results of EADS, Tognum and Chrysler. For further information see
Note 12.
The amounts for 2008 and 2007 also include realized gains of €130 million and €1,452 million, respectively, in connection with the transfer of equity
interests in EADS.
Industrial business.

The reconciliation includes corporate items for which headquarters are responsible. Transactions between the segments
are eliminated in the context of consolidation and the eliminated amounts are included in the reconciliation.
Within the reconciliation to Group EBIT, the line item
“Other corporate items” includes Chrysler related expenses of
€0.3billion in 2009 and €1.8billion in 2008. In addition, in 2008
and 2007, this line item includes gains realized on sales of real
estate properties (2008: €449 million—real estate properties
at Potsdamer Platz; 2007: €73 million—Group’s 50%-interest
in Wohnstätten Sindelfingen).

In Millions of €
2009
2008
2007
(1)

2009
(1,283)
85
(483)
168
(1,513)
(785)
(2,298)
119,219
3,858
2,536
13,346
(10,138)
128,821
95,224
950
10,709
(9,889)
96,994

Germany
18,788
21,832
22,582

Western
Europe(1)
17,670
24,444
27,171

United
States
16,569
19,956
21,846

For 2007, the reconciliation to Group additions to noncurrent assets includes additions of Chrysler activities of
€6,952 million. Of this amount, €1,320 million and €191 million relate to capital expenditures for property, plant and equipment and for intangible assets, respectively.
The reconciliation to consolidated totals for depreciation
and amortization of non-current assets for 2007 also includes
depreciation and amortization of Chrysler activities of €2,828
million. That total includes €1,022 million and €108 million
relating to depreciation of property, plant and equipment and
amortization of intangible assets, respectively.
Revenue and non-current assets by region. Revenue
from external customers is as follows:
Other American
Countries
6,159
7,723
7,310

Other
Countries
7,303
10,674
10,742

Asia
12,435
13,840
11,918

Consolidated
78,924
98,469
101,569

Excluding Germany.

The split of non-current assets by region is as follows:
In Millions of €
Germany
USA
Other countries

2009
23,452
8,937
8,861
41,250

2008
21,426
10,759
8,687
40,872

2007
19,542
11,819
8,129
39,490
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Change in Reportable Segments on Disposal of a Segment
Author’s Note
Siements early adopted IFRS 8 in its December 2007
financial statements.

7.29

Siemens Aktiengesellschaft (Sep 2009)
SEGMENT INFORMATION (CONTINUING OPERATIONS)
As of and for the fiscal years ended September 30, 2009,
2008 and 2007
(In millions of €)
New Orders(1)
2009
2008
2007
Sectors
Industry
Energy
Healthcare
Total Sectors
Equity Investments
Cross-Sector Businesses
Siemens IT Solutions and
Services
Siemens Financial
Services (SFS)
Reconciliation to
Consolidated Financial
Statements
Other Operations
Siemens Real Estate
(SRE)
Corporate items and
pensions
Eliminations, Corporate
Treasury and other
reconciling items
Siemens
(1)

External Revenue
2009
2008
2007

Intersegment Revenue
2009
2008
2007

Total Revenue
2009
2008
2007

33,284
30,076
11,950
75,310
—

42,374
33,428
11,779
87,581
—

38,610
28,543
10,271
77,424
—

33,915
25,405
11,864
71,184
—

36,526
22,191
11,116
69,833
—

34,567
19,875
9,798
64,240
—

1,128
388
63
1,579
—

1,127
386
54
1,567
—

1,011
434
53
1,498
—

35,043
25,793
11,927
72,763
—

37,653
22,577
11,170
71,400
—

35,578
20,309
9,851
65,738
—

4,501

5,272

5,156

3,580

3,845

3,988

1,106

1,480

1,372

4,686

5,325

5,360

778

756

721

663

675

653

114

81

67

777

756

720

714

2,899

3,315

787

2,454

2,925

49

448

440

836

2,902

3,365

1,763

1,665

1,686

364

388

476

1,399

1,277

1,210

1,763

1,665

1,686

140

167

175

73

132

166

67

16

14

140

148

180

(4,215)
78,991

(4,845)
93,495

(4,561)
83,916

—
76,651

—
77,327

—
72,448

(4,314)
—

(4,869)
—

(4,601)
—

(4,314)
76,651

(4,869)
77,327

(4,601)
72,448

This supplementary information on New orders is provided on a voluntary basis. It is not part of the audited Consolidated Financial Statements.

IFRS ATT 7.29

P1: PjU
ACPA166-07

AICPA

AICPA-IFRS-ATT.cls

December 20, 2010

9:44

553

Section 7: Operating Segments

Profit(2)
2008

2007

3,947
1,434
1,225
6,606
95

90

Additions to Intangible
Assets and Property,
Plant and Equipment
2009
2008
2007

Amortization,
Depreciation and
Impairments(5)
2009
2008
2007

9/30/09

Assets(3)
9/30/08

9/30/07

Free Cash Flow(4)
2009
2008
2007

3,534
1,818
1,323
6,675
(96)

10,551
1,594
12,813
24,958
3,833

11,923
913
13,257
26,093
5,587

11,723
2,671
8,234
22,628
5,009

3,340
2,523
1,743
7,606
236

3,807
2,940
1,195
7,942
148

3,358
2,513
1,380
7,251
84

833
662
539
2,034
—

1,239
681
541
2,461
—

1,041
426
444
1,911
—

1,077
385
654
2,116
—

1,130
345
640
2,115
—

912
341
438
1,691
—

144

252

241

241

253

1

156

18

114

158

204

180

224

282

304

286

329

11,704

11,328

8,912

330

(50)

108

454

564

558

320

285

277

(372)

(453)

(245)

(939)

(1,468)

(591)

(255)

(228)

(309)

54

108

176

74

200

126

341

356

228

4,489

3,489

3,091

3

(42)

(35)

298

259

196

181

161

161

(1,714)

(3,860)

(1,723)

(7,049)

(6,483)

(2,871)

(2,744)

(1,807)

(1,796)

20

41

88

38

97

151

(373)
3,891

(300)
2,874

(319)
5,101

57,689
94,926

55,676
94,463

55,124
91,555

(1,391)
3,786

(380)
5,739

1,434
6,755

(51)
2,923

(49)
3,542

(66)
3,067

(70)
2,839

(67)
3,015

(63)
2,625

2009
2,701
3,315
1,450
7,466
(1,851)

(2)

(3)
(4)

(5)

Profit of the Sectors as well as of Equity Investments, Siemens IT Solutions and Services and Other Operations is earnings before
financing interest, certain pension costs and income taxes. Certain other items not considered performance indicative by Management may
be excluded. Profit of SFS and SRE is Income before income taxes.
Assets of the Sectors as well as of Equity Investments, Siemens IT Solutions and Services and Other Operations is defined as Total
assets less income tax assets, less non-interest bearing liabilities/provisions other than tax liabilities. Assets of SFS and SRE is Total assets.
Free cash flow represents net cash provided by (used in) operating activities less additions to intangible assets and property, plant and
equipment. Free cash flow of the Sectors, Equity Investments, Siemens IT Solutions and Services and Other Operations primarily
exclude income tax, financing interest and certain pension related payments and proceeds. Free cash flow of SFS, a financial services
business, and of SRE includes related financing interest payments and proceeds; income tax payments and proceeds of SFS and SRE are
excluded.
Amortization, depreciation and impairments contains amortization and impairments of intangible assets other than goodwill and depreciation
and impairments of property, plant and equipment, net of reversals of impairments. Siemens’ Goodwill impairment and impairment of noncurrent available-for-sale financial assets amount to €85 expense, €108 expense and €156 expense for the fiscal years ended September
30, 2009, 2008 and 2007 respectively. Impairments on investments accounted for under the equity method, net of reversals of impairments
amount to €1,559 expense, €—and €2 expense for the fiscal years ended September 30, 2009, 2008 and 2007 respectively.
Certain prior year presentations were reclassified to conform to the current year presentation. Among those matters are certain environmental related asset retirement obligations reclassified from Corporate items and pensions to Energy, certain finance activities which
were reclassified from Corporate items and pensions to Corporate Treasury and the operation Electronics Assembly Systems which was
reclassified from Industry to Other Operations.
Due to rounding, numbers presented may not add up precisely to totals provided.
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NOTES TO CONSOLIDATED FINANCIAL
STATEMENTS (in part)
(In millions of €, except where otherwise stated and per share
amounts)

Note 2. Summary of Significant Accounting Policies
(in part)
Recently Adopted Accounting Pronouncements
In November 2006, the IASB issued IFRS 8, Operating Segments, which replaces IAS 14, Segment Reporting. IFRS 8
requires an entity to report financial and descriptive information about its reportable segments. Reportable operating segments are components of an entity or aggregations of operating segments that meet specified criteria and for which
separate financial information is available that is evaluated
regularly by the entity’s chief operating decision maker in allocating resources and in assessing performance. Generally,
financial information is required to be reported on the same
basis as is used internally for evaluating operating segment
performance and deciding how to allocate resources to operating segments. IFRS 8 is effective for fiscal periods beginning
on or after January 1, 2009. Siemens early adopted IFRS 8
in the first quarter of fiscal 2007.

Note 4. Acquisitions, Dispositions and Discontinued
Operations (in part)
b) Dispositions and Discontinued Operations
Former Segment Communications (Com)—Discontinued
Operation
The historical results of the former operating segment Communications (Com), with the exception of certain business activities which became part of Other Operations are reported
as discontinued operations in the Company’s Consolidated
Statements of Income for all periods presented. The Com activities previously included the Mobile Devices (MD)business,
which was sold in fiscal 2005, the carrier-related operations
which were contributed to Nokia Siemens Networks B.V.,
The Netherlands (NSN) in April 2007 and Siemens Enterprise Communications (SEN) of which 51% were sold as of
September 30, 2008.
In April 2007, Siemens contributed its carrier-related operations and Nokia Corporation (Nokia), Finland contributed its
Networks Business Group into NSN, in exchange for shares
in NSN. Siemens and Nokia each own an economic share of
approximately 50% of NSN.
Siemens has the ability to exercise significant influence
over operating and financial policies of NSN and beginning
April 2007, reports its equity interest in NSN in Investments
accounted for using the equity method (see Note 19) and
its share of income (loss) in NSN in Income (loss) from investments accounted for using the equity method, net (see
Note 8).
At the end of September 2008, Siemens sold a 51% stake
in SEN to The Gores Group, a U.S.-based financial and operational management firm. The Gores Group contributed
two businesses into Enterprise Networks Holdings B.V., The
Netherlands (EN), which complement the business of SEN.
The transaction resulted in a loss of €1,015 in fiscal 2008
and a gain of €117 in fiscal 2009, which is included in discontinued operations. The historical results of SEN are reported

IFRS ATT 7.29

as discontinued operations in the Consolidated Statements
of Income for all periods presented including adjustments to
the former Com business.
Siemens has the ability to exercise significant influence over
operating and financial policies of EN and beginning September 30, 2008 reports its equity interest in EN in Investments
accounted for using the equity method (see Note 19) and
its share of income (loss) in EN in Income (loss) from investments accounted for using the equity method, net (see
Note 8).
The net results of discontinued operations presented in the
Consolidated Statements of Income reflecting the former Com
activities consist of the following components:

Revenue
Costs and expenses
Loss on measurement to fair value less
costs to sell
Gain (loss) related to the contribution of
the carrier-related operations to NSN
Gain (Loss) on disposal of the SEN
business
Income (loss) from discontinued
operations before income taxes
Income taxes corresponding to ordinary
activities including the measurement to
fair value less costs to sell
Income taxes corresponding to the gain or
loss related to the contribution of the
carrier-related operations to NSN
Income taxes corresponding to the gain or
loss related to the contribution of the
Siemens Enterprise Business to EN
Income (loss) from discontinued
operations, net of income taxes

Year Ended September 30
2009
2008
2007
15
3,155
7,576
(47) (3,592) (8,086)
—

(88)

(567)

9

(12)

1,627

117

(1,015)

—

94

(1,552)

550

(34)

59

196

(4)

7

(67)

(19)

53

—

37

(1,433)

679

The net results of discontinued operations presented in the
Consolidated Statements of Income for fiscal 2009, relate
mainly to legal and carve-out related matters in connection
with the former Com activities and a loss on disposal of the
SEN business which was compensated by a positive income
effect of €154 from a settlement between Siemens and The
Gores Group in the third quarter of fiscal 2009 regarding pending requirements for purchase price adjustment and further
mutual obligations in relation to the disposal of the SEN business. Discontinued operations in fiscal 2008 and 2007 include
charges pursuant to the terms of the MD disposal transaction,
including substantial effects stemming from the insolvency of
BenQ Mobile GmbH & Co. OHG, Germany. For information
on the fiscal 2009 settlement in connection with BenQ see
Note 30.
The effects of the fiscal 2009 settlement between Siemens
and The Gores Group are subject to German corporate tax
only. In fiscal 2008, the loss on disposal of the SEN business
was substantially non tax deductible. The income tax benefit
from ordinary activities for fiscal year 2007 is impacted by
goodwill impairment and tax reserves. The carve-out of the
Com business was mainly tax-free.
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Note 37. Segment Information

Siemens Financial Services (SFS)

The Company is divided into Sectors being Industry, Energy
and Healthcare, a segment for Equity Investments and two
segments referred to as Cross-Sector Businesses, composed
of Siemens IT Solutions and Services and Siemens Financial
Services (SFS).

SFS provides a variety of financial products and services
both to third parties and to other Siemens entities and their
customers.

Description of Reportable Segments

Reconciliation to Consolidated Financial Statements contains
businesses and items not directly related to Siemens’ reportable segments:
Other Operations Other Operations consist primarily of operating business activities not allocated to a Sector or CrossSector Business which are to be integrated into a Siemens
Sector or Cross-Sector Business, divested, moved to a joint
venture, or closed. Siemens completed these streamlining
actions in the fourth quarter and therefore will discontinue
reporting Other Operations in future periods.
Siemens Real Estate (SRE), which is no longer a segment,
owns and manages a substantial part of Siemens’ real estate portfolio and offers a range of services encompassing
real estate development, real estate disposal and asset management, as well as lease and services management. SRE
started to bundle additional real estate in the second half of
fiscal 2009.
Corporate items and pensions include corporate charges
such as personnel costs for corporate headquarters, corporate projects and non-operating investments or results of
corporate-related derivative activities. Pensions includes the
Company’s pension related income (expense) not allocated
to the segments, SRE or Other Operations.
Eliminations, Corporate Treasury and other reconciling
items comprise consolidation of transactions within the segments, certain reconciliation and reclassification items and
the activities of the Company’s Corporate Treasury. It also includes interest income and expense, such as, for example,
interest not allocated to segments or Other Operations (referred to as financing interest), interest related to Corporate
Treasury activities or resulting consolidation and reconciliation effects on interest.
Beginning with the first quarter of fiscal 2010, segment
information will include a new line item, Centrally managed
portfolio activities, mainly comprising centrally managed activities intended for divestment or closure as well as activities
remaining from previously divested businesses. The electronics assembly systems business will be included in Centrally
managed portfolio activities.

Sectors
The three Sectors comprise manufacturing, industrial and
commercial goods, solutions and services in areas more or
less related to Siemens’ origins in the electrical business field.
Industry
The Industry Sector offers sustainable solutions for efficient
use of resources and energy, integrated technologies for bestin-class productivity and flexibility, and holistic solutions for
infrastructure and mobility.
Energy
The Siemens Energy Sector primarily addresses energy
providers, but also industrial companies particularly in the
oil and gas industry. Energy offers a complete spectrum of
efficient products, services and solutions for the generation,
transmission and distribution of power, and for the extraction,
conversion and transport of oil and gas.
Healthcare
The Healthcare Sector offers products and complete solutions, services and consulting related to the healthcare industry and serves its customers as a fully integrated diagnostics
provider. Healthcare maintains a comprehensive portfolio of
medical solutions and is present in substantially the complete
value-added chain ranging from medical imaging and laboratory diagnostics to clinical IT.
Equity Investments
Equity Investments is a reportable segment with its own
management. Equity Investments contains investments accounted for under the equity method or at cost and current
available for sale financial assets, which are not allocated to
a Sector, Cross-Sector Business, SRE, Pensions or Treasury.
As of September 30, 2009 and 2008, NSN, BSH and EN (see
Note 4) are, among others, reported in Equity Investments.
FSC, as of September 30, 2008 reported in Equity Investments, was sold in fiscal 2009.
Cross-Sector Businesses
Siemens IT Solutions and Services
Siemens IT Solutions and Services provides information and
communications services primarily to customers in the commercial/industrial sector, in the energy, healthcare and service industries as well as to the public sector. Siemens IT
Solutions and Services builds and operates both discrete and
large-scale information and communications systems.

Reconciliation to Consolidated Financial Statements

Measurement—Segments
Accounting policies for Segment Information are generally
the same as those used for Siemens, which are described
in Note 2. Lease transactions, however, are classified as operating leases for internal and segment reporting purposes.
Corporate overhead is generally not allocated to segments.
Intersegment transactions are based on market prices.
Profit of the Sectors, Equity Investments, and Siemens IT
Solutions and Services:
Siemens’ Managing Board is responsible for assessing the
performance of the segments. The Company’s profitability
measure for the Sectors, Equity Investments, and Siemens
IT Solutions and Services is earnings before financing interest, certain pension costs, and income taxes (Profit) as determined by Management as the chief operating decision maker.
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Profit excludes various categories of items, which are not allocated to the Sectors, Equity Investments, and Siemens IT
Solutions and Services since Management does not regard
such items as indicative of their performance. Profit represents a performance measure focused on operational success excluding the effects of capital market financing issues.
The major categories of items excluded from Profit are presented below.
Financing interest, excluded from Profit, is any interest income or expense other than interest income related to receivables from customers, from cash allocated to the Sectors, Equity Investments, and Siemens IT Solutions and Services and
interest expense on payables to suppliers. Financing interest
is excluded from Profit because decision-making regarding
financing is typically made at the Corporate level.
Similarly, decision-making regarding essential pension
items is done centrally. As a consequence, Profit primarily
includes amounts related to service costs of pension plans
only, while all other regularly recurring pension related costs
(including charges for the German pension insurance association and plan administration costs) are included in the line
itemCorporate items and pensions.
Furthermore, income taxes are excluded from Profit since
income tax is subject to legal structures, which typically do
not correspond to the structure of the segments.
The effect of certain litigation and compliance issues is excluded from Profit, if such items are not indicative of the Sectors, Equity Investments, and Siemens IT Solutions and Services’ performance, since their related results of operations
may be distorted by the amount and the irregular nature of
such events. This may also be the case for items that refer to
more than one reportable segment, SRE and/or Other Operations or have a corporate or central character.

Free Cash Flow Definition:
Segment Information discloses Free cash flow and Additions
to intangible assets, property, plant and equipment. Free cash
flow of the Sectors, Equity Investments, and Siemens IT Solutions and Services constitutes net cash provided by (used
in) operating activities less additions to intangible assets and
property, plant and equipment. It excludes Financing interest as well as income tax related and certain other payments
and proceeds, in accordance with the Company’s Profit and
Asset measurement definition. Free cash flow of SFS, a financial services business, includes related financing interest
payments and proceeds; income tax payments and proceeds
of SFS are excluded.
Amortization, Depreciation and Impairments:
Amortization, depreciation and impairments presented in
Segment Information includes depreciation and impairments
of property, plant and equipment as well as amortization and
impairments of intangible assets (other than goodwill).
Measurement—Other Operations and SRE
Other Operations follows the measurement principles of the
Sectors, Equity Investments, and Siemens IT Solutions and
Services. SRE applies the measurement principles of SFS.
Reconciliation to Siemens’ Consolidated
Financial Statements
The following table reconciles total Assets of the Sectors, Equity Investments and Cross-Sector Businesses to Total assets
of Siemens’ Consolidated Balance Sheets:

Profit of the Segment SFS:
Profit of the segment SFS is Income before income taxes. In
contrast to performance measurement principles applied to
the Sectors, Equity Investments, and Siemens IT Solutions
and Services, interest income and expense is an important
source of revenue and expense of SFS.
Asset Measurement Principles:
Management determined Assets as a measure to assess capital intensity of the Sectors, Equity Investments and Siemens
IT Solutions and Services (Net capital employed). Its definition
corresponds to the Profit measure. It is based on Total assets
of the Balance Sheet, primarily excluding intragroup financing
receivables, intragroup investments and tax related assets,
since the corresponding positions are excluded from Profit.
The remaining assets are reduced by non-interest-bearing liabilities other than tax related liabilities (e.g. trade payables)
and provisions to derive Assets. In contrast, Assets of SFS is
Total assets. A reconciliation of Assets disclosed in Segment
Information to Total assets in the Consolidated Balance Sheet
is presented below.
New Orders:
New orders are determined principally as estimated revenue
of accepted purchase orders and order value changes and
adjustments, excluding letters of intent. New orders are supplementary information, provided on a voluntary basis. It is
not part of the audited Consolidated Financial Statements.
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Assets of Sectors
Assets of Equity Investments
Assets of Cross-Sector Businesses
Total Segment Assets
Reconciliation:
Assets Other Operations
Assets SRE
Assets of Corporate items and pensions
Eliminations, Corporate Treasury and other
reconciling items of Segment Information:
Asset-based adjustments:
Intragroup financing receivables and investments
Tax-related assets
Liability-based adjustments:
Pension plans and similar commitments
Liabilities
Assets classified as held for disposal and
associated liabilities
Eliminations, Corporate Treasury, other items
Total Eliminations, Corporate Treasury and other
reconciling items of Segment Information
Total Assets in Siemens’ Consolidated
Balance Sheets

September 30
2009
2008
24,958
26,093
3,833
5,587
11,945
11,569
40,736
43,249
(939)
4,489
(7,049)

(1,468)
3,489
(6,483)

28,083
2,870

27,441
2,734

5,938
38,112

4,361
42,415

—
(17,314)

17
(21,292)

57,689

55,676

94,926

94,463
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In fiscal 2008, Corporate items include €1,081 expense due
to the SG&A restructuring program (see Note 5) as well as €1
billion in estimated fines in connection with settlement negotiations of legal matters with authorities in Germany and the
U.S., €430 in fees for outside advisors engaged in connection
with investigations into alleged violations of anti-corruption
laws and related matters as well as remediation activities (see
Note 30), and €390 expense for establishing the Siemens
Foundation (see Note 7).
In fiscal 2007, Corporate items contains a €440 fine imposed by the European Commission in connection with an
antitrust investigation involving suppliers of high-voltage gasisolated switching systems in the power transmission and distribution industry between 1988 and 2004 as well as €152
expense for outside advisors engaged by the Company in
connection with investigations into alleged violations of anticorruption laws and related matters as well as remediation
activities.
The following table reconciles Free cash flow, Additions
to intangible assets and property, plant and equipment and
Amortization, depreciation and impairments as disclosed
in Segment Information to the corresponding consolidated
amount for the Company.

In fiscal years 2009, 2008 and 2007, Corporate items and
pensions in the column Profit includes €(1,342), €(3,966) and
€(1,793) related to corporate items, as well as €(372), €106
and €70 related to pensions, respectively. Corporate items
in fiscal 2009, comprise net expenses of €(235), due to the
SG&A restructuring program and other ongoing personnelrelated restructuring measures (see Note 5.). In fiscal 2009,
Corporate items also include fees amounting to €(95) for outside advisors engaged by the Company in connection with
investigations into alleged violations of anti-corruption laws
and related matters as well as remediation activities. Pensions in fiscal 2009 includes €(106) related to our mandatory
membership in the German pension insurance association
Pensionssicherungsverein (PSV). Increased insurance costs
are primarily caused by a large number of insolvencies of
other PSV members.

Free Cash Flow (I)=(II)–(III)
Year Ended September 30
2009
2008
2007
Segment
Information—based on
continuing operations
Discontinued Operations
Impairment(1)
Siemens Consolidated
Statements of Cash
Flow
(1)

Net Cash Provided by (Used
in) Operating Activities (II)
Year Ended September 30
2009
2008
2007

Additions to Intangible
Assets and Property, Plant
and Equipment (III)
Year Ended September 30
2009
2008
2007

Amortization, Depreciation
and Impairments
Year Ended September 30
2009
2008
2007

3,786
(145)
—

5,739
(836)
—

6,755
(3,178)
—

6,709
(145)
—

9,281
(657)
—

9,822
(2,494)
—

(2,923)
—
—

(3,542)
(179)
—

(3,067)
(684)
—

2,839
—
85

3,015
90
108

2,625
968
158

3,641

4,903

3,577

6,564

8,624

7,328

(2,923)

(3,721)

(3,751)

2,924

3,213

3,751

Goodwill impairment and impairment of non-current available-for-sale financial assets.

Additional Segment Information
For the years ended September 30, 2009, 2008 and 2007,
Profit of SFS includes interest income of €642, €549 and
€553, respectively and interest expense of €377, €367 and
€359, respectively. In fiscal 2009, Amortization, depreciation and impairments as well as the income statement line
item income from investments accounted for under the equity
method, net includes income of €51 related to the reversal of
a previously recognized impairment of an investment held by
SFS.
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Note 38. Information About Geographies
Revenue by Location of Customer

Revenue by Location of Companies

Europe, C.I.S., Africa, Middle East
Americas
Asia, Australia
Siemens

2009
43,288
20,754
12,609
76,651

2008(1)
44,895
20,107
12,325
77,327

2007(1)
42,425
19,321
10,702
72,448

2009
47,817
20,215
8,619
76,651

2008(1)
49,432
19,760
8,135
77,327

2007(1)
46,430
19,154
6,864
72,448

Thereof Germany
Thereof foreign countries

11,525
65,126

12,797
64,530

12,594
59,854

20,357
56,294

21,160
56,167

20,848
51,600

Non-Current Assets September 30
Europe, C.I.S., Africa, Middle East
Americas
Asia, Australia
Siemens
Thereof Germany
Thereof U.S.
(1)

Certain prior year information was reclassified to conform to the fiscal 2009 presentation.

Non-current assets consist of property, plant and equipment,
goodwill and other intangible assets.
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2009
16,509
13,233
2,428
32,170
7,542
11,977

2008(1)
16,686
13,796
2,193
32,675
7,404
12,600

2007(1)
15,299
10,710
1,666
27,675
6,514
9,738
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SECTION 8: FINANCIAL INSTRUMENTS
AND RELATED DISCLOSURES∗
IFRS 7, FINANCIAL INSTRUMENTS:
DISCLOSURES
IAS 32, FINANCIAL INSTRUMENTS:
PRESENTATION
IAS 39, FINANCIAL INSTRUMENTS:
RECOGNITION AND MEASUREMENT
IFRSs Overview and Comparison
to U.S. GAAP
Author’s Note
Accounting for financial instruments is a major convergence project of the International Accounting Standards Board (IASB) and the Financial Accounting
Standards Board (FASB), although the boards are not
issuing joint exposure drafts and are proceeding with
their respective projects on different schedules. As of
August 2010, the IASB intended to fully replace International Accounting Standard (IAS) 39, Financial Instruments: Recognition and Measurement, by the second quarter of 2011. To accomplish this objective, the
project is divided into four (4) phases:
• Phase 1: Classification and Measurement
• Phase 2: Impairment Methodology
• Phase 3: Hedge Accounting
• Phase 4: Asset and Liability Offsetting
In November 2009, the IASB issued International Financial Reporting Standard (IFRS) 9, Financial Instruments, which only addressed classification and measurement of financial assets. As the IASB completes
phase 1 and the other phases of the project, it plans to
delete sections of IAS 39 and replace them with new
sections in IFRS 9.
In brief, IFRS 9 addresses classification and measurement of financial assets. IFRS 9 requires an entity
to classify all financial assets on the basis of the entity’s
business model for managing financial assets and the
contractual cash flow characteristics of the particular
financial asset under consideration. The standard reduces the number of classifications for financial assets
and requires an entity to measure a financial asset initially at fair value, including, in the case of a financial
asset not at fair value through profit or loss, particular
transaction costs. Subsequently, an entity should measure the financial asset at either cost or fair value.
∗

Unless otherwise indicated, references to International Accounting Standards Board (IASB) standards and interpretations throughout this 2010
edition of IFRS Accounting Trends & Techniques refer to the version of
those standards and interpretations included in IFRS 2010 bound volume,
the official printed consolidated text of IASB standards and interpretations,
including revisions, amendments, and supporting documents, issued as of
January 1, 2010.

IFRS 9 is effective for annual periods beginning on
or after January 1, 2013 with earlier application permitted. The survey companies selected for this edition
have annual periods ending on or before the effective
date of IFRS 9. However, a few survey companies have
early adopted IFRS 9. Excerpts from two of these companies’ financial statements are provided under “Initial
Adoption” in this section.
With respect to the remaining issues of phase 1, the
board is in the process of finalizing a standard on classification and measurement of financial liabilities. In
May 2010, it published an exposure draft, Fair Value
Option for Financial Liabilities, with a comment deadline of July 2010.
With respect to phase 2, the IASB published an exposure draft in November 2009, Financial Instruments:
Amortised Cost and Impairment, with a comment deadline of June 30, 2010. As of August 2010, the board had
not yet issued an exposure draft on phase 3 issues. The
IASB intends to address in phase 4 the issue of offsetting when presenting financial assets and financial
liabilities on the balance sheet. Although the IASB and
FASB are proceeding separately with their projects on
financial assets and liabilities, they eventually intend
to issue separate exposure drafts proposing changes to
address differences in their standards on offsetting of
derivative contracts and other financial instruments on
the balance sheet that can result in material differences
in financial reporting by financial institutions.
In May 2010, FASB issued its exposure draft proposing a new comprehensive Accounting Standards Update, Accounting for Financial Instruments and Revisions to the Accounting for Derivative Instruments
and Hedging Activities, to FASB Accounting Standards
CodificationTM (ASC). This exposure draft addresses
the issues in all phases of the IASB project: classification and measurement of financial assets and financial liabilities, impairment methodology, and hedge accounting. The comment period ended September 30,
2010. FASB proposes to apply a fair value measurement model for many financial assets and financial
liabilities. This model differs from the mixed measurement model in IFRS 9. A detailed side-by-side comparison of the two proposed models (as of May 2010)
can be downloaded from the project page on the FASB
website at www.fasb.org.
Because accounting for financial assets and liabilities is part of the financial instruments convergence
project, both boards seek feedback on FASB’s exposure draft to help FASB to redeliberate and finalize its
requirements and to help the IASB consider how to reconcile differences between IFRSs and U.S. generally
accepted accounting principles (GAAP) that are likely
to result.
The IASB also has a separate project on derecognition that addresses both the existing derecognition
criteria in IAS 39 and the related disclosures in IFRS
7, Financial Instruments: Disclosures. In March 2009,
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the IASB issued the exposure draft, Derecognition—
Proposed amendments to IAS 39 and IFRS 7, and in
May 2010, the IASB and FASB agreed to focus on
increasing the transparency and comparability of their
standards by improving and converging U.S. GAAP
and IFRSs’ disclosure requirements for financial assets
transferred to another entity. The boards plan to conduct additional research and analysis, including a postimplementation review of FASB’s recently amended
requirements. Following these activities, which are expected to conclude by 2012, the boards will assess
whether to proceed with any further improvement and
convergence efforts on this issue.
Because of this change in convergence strategy, the
IASB plans to finalize changes to IFRS 7 disclosure
requirements with a view to converging with the FASB
ASC requirements for transfers of financial assets. The
IASB plans to publish a final standard by the end of
2010.
8.01 IFRSs define a financial instrument as a contract that

gives rise to a financial asset of one entity and a financial
liability of another. IFRSs establish the accounting and disclosure requirements and application guidance for both the
financial asset and financial liability created by such contracts
in the following three standards:
• IAS 32, Financial Instruments: Presentation, establishes the principles for distinguishing a liability from
an equity instrument and for presenting financial assets
and liabilities net on the balance (offsetting).
• IAS 39 establishes the principles for recognizing and
measuring financial assets and financial liabilities as
well as for some contracts to buy or sell nonfinancial items. IAS 39 also establishes the principles under which an entity would have an effective hedging
relationship and be able to apply hedge accounting.
• IFRS 7 establishes the disclosures that an entity should
provide about the significance of financial instruments
to their balance sheet and statement of comprehensive
income and the risks from these instruments to which
it is exposed.
8.02 In addition, the IASB has issued several interpretations

that are applicable to the financial instruments covered by the
previous standards, including the following:
• International Financial Reporting Interpretations Committees (IFRIC) Interpretation 2, Members’ Shares in
Co-operative Entities and Similar Instruments
• IFRIC 9, Reassessment of Embedded Derivatives
• IFRIC 10, Interim Financial Reporting and Impairment
• IFRIC 16, Hedges of a Net Investment in a Foreign
Operation
Author’s Note
IFRIC 19, Extinguishing Financial Liabilities with Equity Instruments, issued November 2009, also amends
IAS 39. IFRIC 19 requires an entity to consider equity
instruments issued to extinguish a financial liability to
be consideration paid and to measure these instruments
initially at their fair value, unless fair value cannot be
measured reliably. In the latter case, the entity should
measure the fair value of the equity instruments to reflect the fair value of the financial liability extinguished,
including any demand features. If the entity does not
extinguish the financial liability in its entirety, it should

IFRS ATT 8.01

first assess whether some of the consideration paid relates to a modification of terms of the remaining liability. If so, the consideration paid is allocated between
the amount of the liability extinguished and the amount
remaining. The entity should recognize in profit or
loss the difference between the carrying amount of the
financial liability extinguished and the amount of consideration paid to extinguish the liability. The interpretation also addresses the circumstances when modification of terms is so substantial that the entity should
extinguish the original liability and recognize a new
liability. IFRIC 19 is effective for annual periods beginning on or after July 1, 2010, with early adoption
permitted.
Author’s Note
The commentary that follows in this section collectively refers to the aforementioned standards and interpretations as IFRSs for financial instruments. Recognition and measurement of financial instruments is
extremely complex. Therefore, commentary under this
heading primarily focuses on the disclosures that entities provide in their financial statements and provides
only a brief description of the issues that an entity must
address when accounting for these items. Although differences between IFRSs and FASB ASC exist at a high
level, many additional transaction-specific differences
also exist.
8.03 IAS 32 applies to all financial instruments, except the

following:
• Interests in subsidiaries, associates, or joint ventures
accounted for in accordance with IAS 27, Consolidated and Separate Financial Statements; IAS 28, Investments in Associates; and IAS 31, Interests in Joint
Ventures, respectively, unless the entity is permitted to
account for these investments in accordance with IAS
39.
• Rights and obligations under employee benefit plans,
accounted for in accordance with IAS 19, Employee
Benefits.
• Insurance contracts within the scope of IFRS 4, Insurance Contracts (except when IAS 32 specifically provides otherwise).
• Financial instruments, contracts, and obligations accounted for in accordance with IFRS 2, Share-based
Payments (except certain requirements of IAS 32 may
continue to apply).
However, IAS 32 does apply to certain contracts to buy or
sell a nonfinancial item when the entity can settle the contract
net in cash or another financial instrument or by exchanging
financial instruments, as if the contracts themselves were financial instruments.
8.04 IFRSs for financial instruments contain definitions that

are critical for determining the application of the requirements of IFRSs for financial instruments to a particular instrument, transaction, or circumstance. These definitions are
dispersed among the different standards and interpretations
previously noted. IAS 32 defines the following terms: financial instrument, financial asset, financial liability, equity instrument, fair value, and puttable instrument. IAS 39 defines
the following terms: financial instrument, financial asset, financial liability, equity instrument, fair value, and puttable
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instrument. IAS 39 defines the following terms: amortized
cost for a financial asset or financial liability; effective interest method; derecognition; derivative; financial guarantee
contract; regular way purchase or sale; transaction costs;
and, in the context of hedge accounting, firm commitment,
forecast transaction, hedged item, and hedging effectiveness.

Recognition and Measurement
IFRSs
8.05 IAS 39 establishes the recognition and measurement

requirements for financial instruments. In addition to the
scope exclusions in IAS 32, IAS 39 includes the following
additional scope exclusions:
• Rights and obligations accounted for in accordance with
IAS 17, Leases, except for certain lease receivables,
finance lease payables, and embedded derivatives,
• Forward contracts to buy or sell an acquiree that will
result in a business combination,
• Certain loan commitments, and
• Reimbursement rights for previously recognized
provisions.
However, the scope of IAS 39 includes other loan commitments: those designated at fair value through profit or loss,
those that can be settled net in cash and by delivery or exchange of financial instruments (settled net), and commitments to provide a loan at a below-market rate. Entities should
apply IAS 39 to contracts to buy or sell a nonfinancial item
that can be settled net, except when the entity enters into and
continues to hold such contracts for receipt or delivery as part
of its normal expected sale, purchase, or usage requirements.
8.06 In addition to the defined terms previously mentioned,

IAS 39 also defines the following six categories that entities
should use to classify financial instruments:
• Financial asset or financial liability at fair value through
profit or loss (FVTPL)
— Held for trading
— Designated on initial recognition (designated at
FVTPL)
• Held to maturity (HTM)
• Loans and receivables
• Available for sale financial assets (AFS)
An entity should classify its financial instruments in one of
these four categories to determine the appropriate recognition, initial and subsequent measurements on the balance
sheet, and derecognition, as well as the nature of the effects
on the statement of comprehensive income.
Author’s Note
IFRS 9 reduces the required classifications of financial
assets to: amortized cost or fair value. An entity should
classify a financial asset in one of these two categories
based on its business model for managing financial assets and the contractual cash flow characteristics of the
specific asset in question.
8.07 IAS 39 requires recognition of a financial asset or fi-

nancial liability in the balance sheet only when the entity
becomes a party to the instrument’s contractual provisions. However, IAS 39 includes more extensive guidance on derecognition. Entities should evaluate whether to
derecognize a financial asset by first determining whether
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they should apply the derecognition criteria to the financial
asset, to part of the financial asset, to a group of financial
assets, or to part of a group based on criteria in IAS 39. After
making this assessment, the entity should derecognize a financial asset when, and only when, (a) the contractual rights
to the asset’s cash flows expire or (b) the entity transfers the
financial asset and the transfer meets the criteria in IAS 39.
IAS 39 requires the entity to conduct an evaluation of the
extent to which the entity retains the risks and rewards of
ownership of the financial asset as part of this assessment.
8.08 When a transfer of a financial asset qualifies for dere-

cognition and the entity retains servicing rights for a fee, the
entity should recognize either a servicing asset (when the
entity expects the fee to adequately compensate it for its services) or a servicing liability (when the entity does not expect
the fee to adequately compensate it for its services).
8.09 When an entity derecognizes a financial asset, it should

recognize a gain or loss equal to the difference between the
asset’s carrying amount and the sum of consideration received
and the cumulative gain or loss, if any, previously recognized
in comprehensive income. When the derecognized financial
asset is a component of a larger financial asset, the entity
should allocate the larger asset’s carrying value between the
derecognized component and the carrying value of the retained asset.
8.10 Not all transfers of financial assets will qualify for dere-

cognition. When an entity retains substantially all of the risks
and rewards of ownership or, by the extent of its continuing
involvement, is exposed to changes in the value of the transferred asset, it should not derecognize the asset. In the former
case, the entity should continue to recognize the entire asset
and also recognize a liability for the consideration received.
In the latter case, the entity should recognize an asset to the
extent of its continuing involvement and an associated liability. IAS 39 provides guidance for measuring the carrying
amount of this retained asset and the liability. IAS 39 also
provides guidance on accounting for any noncash collateral
provided to the transferee.
Author’s Note
The criteria for determining whether a transfer of
a financial asset qualifies for derecognition is complex and too lengthy to cover comprehensively in this
commentary.
8.11 Entities have an option under IAS 39 to recognize reg-

ular way purchases of financial assets or derecognize sales
using either trade date or settlement date accounting, consistently applied.
8.12 An entity should derecognize all or part of a finan-

cial liability when the entity has discharged or cancelled
its obligation under the contract or when the obligation
expires. The entity should consider an exchange of financial
instruments as an extinguishment of the original and should
consider recognition of a new liability only if the terms of the
instruments are substantially different. Similarly, when the
terms of the original obligation are substantially modified,
the entity should account for the modification as an extinguishment of the existing liability and recognition of a new
liability. The entity should recognize a gain or loss in profit
or loss for the difference between the carrying value of the
existing liability and the sum of the carrying value of the

IFRS ATT 8.12

P1: PjU
ACPA166-08A

AICPA

AICPA-IFRS-ATT.cls

562

December 20, 2010

10:0

IFRS Accounting Trends & Techniques

new liability and any consideration or noncash assets paid or
transferred.
8.13 IAS 39 requires entities to recognize a financial asset

or financial liability initially at the sum of its fair value and
transaction costs, except when the instrument is classified
as FVTPL. When instruments are held at FVTPL, an entity
should recognize any transaction costs directly attributable
to acquisition or issue of the instrument in profit or loss when
incurred.
8.14 Subsequent measurement depends on the classification

of the financial instrument on initial recognition. After initial
recognition, unless designated as a hedged item, an entity
should measure its financial assets, including derivatives, at
fair value, excluding transaction costs, with the exception of
the following:
• Loans, receivables, and HTM investments should be
measured at amortized cost using the effective interest
method.
• Other financial instruments should be measured at cost,
including the following:
— Investments in equity instruments without a quoted
market price in an active market and whose fair value
cannot be measured reliably.
— Derivatives linked to and with required settlement
by such unquoted instruments.
8.15 Similarly, unless designated as a hedged item, enti-

ties should subsequently measure financial liabilities, including derivatives, at amortized cost using the effective interest
method, with the exception of the following:
• Derivatives linked to, and with required settlement by,
delivery of an unquoted equity instrument whose fair
value cannot be reliably measured should be measured
at cost.
• Financial liabilities at FVTPL should be measured at
fair value.
• Financial guarantee contracts and commitments to provide a loan at below fair market value should be measured at the higher of the following:
— Amount determined in accordance with IAS 37, Provisions, Contingent Liabilities and Contingent Assets, and
— Amount initially recognized, less any cumulative
amortization recognized in accordance with IAS 18,
Revenue
8.16 IAS 39 contains substantive application guidance on

recognition and measurement including fair value measurement. Appendix A: Application Guidance is considered an
integral part of the standard and is mandatory. In contrast,
the implementation guidance that accompanies the standard
is not considered part of the standard and is not mandatory.
8.17 Entities may need to reclassify a financial asset or fi-

nancial liability because the entity’s intention with respect
to the instrument may change or its fair value can no longer
be measured reliably. IAS 39 prohibits entities from reclassifying financial assets or financial liabilities in the following
circumstances:
• Out of the FVTPL category
— Derivatives when held or issued
— Instruments designated at FVTPL at initial recognition, generally
• Into the FVTPL category
— Any financial instruments after initial recognition
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However, in certain circumstances, IAS 39 permits an entity
to reclassify non-derivative financial assets (other than those
designated at FVTPL at initial recognition) out of the FVTPL
category. The standard also permits an entity to transfer a financial asset from the available-for-sale category to the loans
and receivables category when the following two criteria are
met: (a) the financial asset would have met the definition
of loans and receivables if the entity had not classified it as
AFS and (b) the entity has the intention and ability to hold
that financial asset for the foreseeable future. However, in
rare circumstances when specific conditions are met, entities
may reclassify a financial asset no longer held for trading
(selling or repurchasing in the near term) out of the FVTPL
category.
8.18 When an entity no longer has the intent or ability

to hold an investment to maturity, it should reclassify an
HTM investment as AFS and remeasure the investment at
fair value. The entity should recognize the difference between
the carrying amount and fair value in other comprehensive income until the entity derecognizes the asset. However, when
an entity reclassifies more than an insignificant amount of
HTM investments, it should reclassify all of its remaining HTM investments and not classify any new investments
as HTM until two years have elapsed.
8.19 Entities should recognize gains or losses from changes

in fair value on instruments that are not part of a hedging relationship depending on their classification. Entities should
recognize such gains or losses in profit or loss when the instrument is classified as FVTPL, and in other comprehensive
income when the instrument is classified as AFS. For instruments held at amortized cost, an entity should recognize a
gain or loss in profit or loss when the financial asset or financial liability is derecognized or impaired, and also through
the amortization process, unless the instrument is part of a
hedging relationship.
Author’s Note
See section 3, “Statement of Comprehensive Income
and Related Disclosures,” for excerpts illustrating
items recognized in profit or loss and recognized in
other comprehensive income.
8.20 At the end of each reporting period, an entity should

review its financial assets or groups of such assets and determine whether objective evidence of impairment exists. When
such evidence exists for financial assets held at amortized
cost, the entity should measure the amount of the loss as the
difference between the carrying value of the asset and the
present value of future cash flows discounted at the original
effective interest rate. The entity should recognize this loss
in profit or loss. The entity may reduce the carrying amount
of the asset directly or use a valuation allowance. Entities
should recognize a reversal of this impairment loss if they
can attribute the decrease in the loss to an event that occurred
after the original loss was recognized. Entities should not
increase the carrying amount of the asset above the amount
that would have resulted if the impairment had not been recognized. When the entity determines that an AFS financial asset is impaired, it should reclassify the cumulative loss previously recognized in equity to profit or loss as a reclassification
adjustment. An entity should not reverse an impairment loss
recognized on equity instruments classified as AFS. However, the entity should reverse an impairment loss on an AFS
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debt instrument subject to the same constraints as a reversal
on an instrument held at amortized cost.
8.21 In accordance with IAS 32, entities should recognize

in profit or loss interest and dividend income and interest
expense on financial instruments within the scope of IFRSs
for financial instruments.
Author’s Note
See section 3 for excerpts illustrating items recognized
in profit or loss and other comprehensive income.
8.22 IAS 39 provides special accounting treatment for

hedged items and hedging instruments in a designated hedging relationship. Hedge accounting permits the offsetting of
gains or losses from changes in fair value of the hedged item
and hedging instrument. Certain conditions and constraints
exist for an instrument to qualify as either a hedging instrument or hedged item and for designation of the hedging relationship. The hedging relationship should also meet an effectiveness test in order for the entity to apply hedge accounting.
IAS 39 recognizes two types of hedging relationships: fair
value hedge and cash flow hedge. When the hedged item is
a forecast transaction, only a cash flow hedge can be designated. An entity that hedges its net investment in a foreign
operation should account for the hedging relationship similar
to a cash flow hedge.
U.S. GAAP
8.23 Unlike IFRSs, in which requirements for most fi-

nancial instruments are contained in three standards, guidance in FASB ASC covering recognition, measurement, presentation, and disclosure requirements is widely dispersed.
Although the primary topic is FASB ASC 825, Financial
Instruments, the FASB ASC has specific guidance for various types of receivables, investments in debt and equity
instruments, payables, debt, financial instruments held under the fair value option, and derivatives and hedging within
other topics (for example FASB ASC 310, Receivables, or
FASB ASC 320, Investments—Debt and Equity Securities).
In addition, FASB ASC includes many transaction-specific,
circumstance-specific requirements and a significant amount
of industry specific guidance. For example, with respect to
transfers of assets, FASB ASC 860-20 provides guidance
on accounting for transfers of financial assets, including accounting for transfers of receivables in securitization transactions, transfers of receivables with recourse, and factoring
arrangements.
8.24 Definitions in the FASB ASC glossary also differ from

those in IFRSs in subtle ways that may cause differences in
classification and accounting treatments. For example, the
FASB ASC glossary defines a derivative instrument as a
financial instrument or other contract with all of the following
characteristics:
• Has an underlying, and a notional amount or payment
provision, or both.
• Requires no initial net investment or one smaller than
required on other contracts expected to have a similar
response to market factors.
• Can be settled net in one of following three specific
ways:
— Terms implicitly or explicitly require or permit net
settlement.
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— Entity can readily settle by a means outside the
contract.
— Delivery of the asset puts the recipient in a position
not substantially different from net settlement.
According to FASB ASC 815, Derivatives and Hedging,
derivative instruments also include embedded derivatives that
have been separated from a host contract in accordance with
FASB ASC 815-15-25-1.
8.25

The characteristics of a derivative under IFRSs compare and contrast with characteristics previously mentioned
in the following ways:
• The instrument’s value changes in response to changes
in a variable (underlying). However, IFRSs do not require a notional amount or payment provision.
• The instrument requires no initial net investment or one
smaller than required on other contracts expected to
have a similar response to market factors and is the
same as U.S. GAAP.
• The instrument is settled at a future date. IFRSs have
no requirement for net settlement in any form.

8.26 Like IFRSs, derivatives, securities classified as trad-

ing or AFS, and instruments that the entity has elected to
measure at FVTPL are measured initially at fair value. Unlike IFRSs, investments in equity method investees may be
measured at fair value using the fair value option in FASB
ASC 825-10-15-1. Other financial instruments are measured
initially at cost. Key differences between IFRSs and FASB
ASC guidance also exist for subsequent measurement.
8.27 In addition to the dispersion of guidance on financial

instruments throughout FASB ASC, differences in scope between items meeting the definition of a financial instrument
under IFRSs and FASB ASC make comparisons between
the two sets of standards difficult. For example, unless the
receivables have been securitized, the FASB ASC does not
consider the following to meet the definition of a debt security
(financial instrument):
• Trade accounts receivable from credit sales by industrial
or commercial entities, and
• Loans receivable from consumer, commercial, and real
estate lending activities of financial institutions.

Presentation
IFRSs
8.28 IAS 32 requires an entity, on initial recognition, to clas-

sify a financial instrument or its components as a financial
asset, a financial liability, or an equity instrument in accordance with the substance of the contractual arrangement and
the definitions applicable to those respective items. When
distinguishing between a financial liability and an equity
instrument, entities should only classify the item as equity
when the following two conditions are met:
• The entity has no contractual obligation to deliver cash
or to exchange financial assets or liabilities under potentially unfavorable conditions.
• If the entity may settle the instrument with its own
shares, the instrument is either a nonderivative with no
contractual obligation to deliver a variable number of
shares or a derivative that will be settled by a fixed number of shares.
If the instrument does not meet these conditions, the entity
should classify the instrument as a financial liability.
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8.29 A puttable instrument is a financial instrument that

either gives the holder the right to return (put back) the instrument to the issuer for cash or another financial asset or
is automatically put back to the issuer on the occurrence of
an uncertain future event or the death or retirement of the
instrument holder. This is an exception to the definition of
a financial liability. Entities should classify this instrument
as equity when it has certain features established in IAS 32,
including the following:
• In the event of liquidation, the holder is entitled to a pro
rata share of the entity’s net assets.
• The instrument is subordinate to all other financial instruments (that is, it has, and conversion is unnecessary
for it to have, no priority over other claims).
8.30 Entities should reclassify an instrument as equity or fi-

nancial liability as of the date that the necessary conditions for
these classifications are met or are no longer met, respectively.
IAS 32 also provides guidance on liability or equity classification when contingent settlement provisions and settlement
options exist. Certain instruments, known as compound financial instruments, contain both a liability and an equity
component. Based on the measurement criteria identified in
IAS 32, entities should classify each component separately
as financial assets, financial liabilities, or equity and account
for each component accordingly.
8.31 Entities should account for treasury shares as a reduc-

tion of equity. Entities should not recognize gains or losses on
treasury share transactions in profit or loss. IAS 1, Presentation of Financial Statements, requires entities to disclose
treasury shares separately either on the face of the balance
sheet or in the notes.
8.32 Entities should offset a financial asset and financial

liability only when they have a legally enforceable right to
offset and intends to settle net or simultaneously. When a
transferred financial asset does not qualify for derecognition under IAS 39, an entity should not offset the transferred
asset against any related liabilities. IAS 32 provides examples of situations, including synthetic instruments, that would
generally not qualify for a net presentation on the balance
sheet.
U.S. GAAP
8.33 Like IFRSs, FASB ASC 480, Distinguishing Liabili-

ties from Equity, contains guidance, which all entities should
apply, for determining when an entity should classify a financial instrument as a financial liability or an equity instrument. However, certain instruments are outside the scope of
FASB ASC 480 (for example, registration prepayment arrangements or non-derivative embedded features). In these
circumstances, an entity should also consider the requirements of FASB ASC 405, Liabilities, or FASB ASC 825, to
determine proper classification. In contrast to IFRSs, FASB
ASC includes more guidance for instruments with specific
features. Only by analyzing the respective guidance in both
forms of GAAP and the particular features of the instrument
under consideration, can an entity know whether the classification and, hence, recognition and measurement would be
the same under IFRSs and FASB ASC.
8.34 Like IFRSs, FASB ASC 505-30-25 notes that treasury

shares are classified as a reduction of equity and an entity
should not recognize in income any gains and losses on resale
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of such shares. However, FASB ASC 505-30-25-2 further
explains that the laws of some states govern the circumstances
under which an entity may acquire its own stock, and these
laws may prescribe an accounting treatment. When these laws
conflict with the requirements of certain paragraphs in FASB
ASC 505-25 and 505-30, the entity should comply with the
state law.
8.35 FASB ASC 210-20-45-1 includes conditions similar

to those in IFRSs that permit entities to offset assets and liabilities (right of setoff). A right of setoff exists at the balance
sheet date when all of the following conditions are met:
• Respective counterparties each owe the other determinable amounts.
• Reporting entity has a right to offset the amount owed
with the amount owed by the other party.
• Reporting party intends to offset (settle net).
• Right of setoff is enforceable by law.

Disclosure
IFRSs
Author’s Note
In March 2009, the IASB issued Improving Disclosures
about Financial Instruments (Amendments to IFRS 7
Financial Instruments: Disclosures), which amended
IFRS 7 and requires enhanced disclosures of fair value
measurements and liquidity risk. These amendments
were effective for annual periods beginning on or after
January 1, 2009. Survey companies with fiscal years
ending before December 31, 2009, were not required
to, and may not, provide these additional disclosures.
8.36 IFRS 7 applies to all financial instruments not excluded

from the scope of IAS 32, except instruments required to
be classified as equity instruments in accordance with paragraphs 16(A)–16(D) of IAS 32. The standard also applies to
share-based payment contracts that are within the scope of
IAS 39, rather than IFRS 2.
8.37 IFRS 7 requires certain disclosures by class of financial

instrument. A class of instrument is different from the IAS
39 categories previously discussed (for example, HTM or
FVTPL). A class of instrument is a grouping of instruments
that is appropriate to the information disclosed (for example, corporate bonds). Instruments in the same class may be
included in different categories depending on the entity’s intentions. For example, an entity may designate a particular
bond at FVTPL and classify all other bond investments as
AFS while considering all bonds to be a class of financial
assets. IFRS 7 requires entities to provide sufficient detail so
users can reconcile the information in the note disclosures to
the amounts on the balance sheet.
8.38 Entities should separately disclose the amounts of fi-

nancial assets and the amounts of financial liabilities in each
IAS 39 category. When financial assets or financial liabilities
are designated at FVTPL, entities should disclose additional
information. When a loan or receivable or financial liability
is classified at FVTPL, an entity should disclose information
about various risks, including changes in fair value due to
changes in credit risk, changes in market conditions that give
rise to market risk (such as, changes in interest rates), and the
methods used to determine these effects.
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8.39 Entities should also disclose additional information

about any reclassifications during the period, including the
amounts reclassified, carrying amounts and fair values, and
amounts that would have been recognized in profit or loss if
they had not reclassified the instrument.
8.40 When an entity has transferred financial assets that did

not qualify for derecognition, it should disclose the nature of
these assets, the nature of the risks and rewards to which it
remains exposed, the carrying amount of the recognized assets, and the amount of the original assets when the remaining balance sheet measurement relates only to its continuing
involvement.
8.41 With respect to the balance sheet, entities should also

disclose information about collateral, allowances for credit
losses, defaults, and breaches.
8.42 With respect to the statement of comprehensive in-
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the balance sheet account for level 3 measurements. For level
3 measurements, the entity should disclose the sensitivity of
the measurement to changes in inputs and how this change
was calculated.
8.46 Entities should also disclose both qualitative and quan-

titative information about the nature and extent of their risk
exposure arising from financial instruments. These risks include, but IAS 39 does not limit these risks to, credit risk,
liquidity risk, and market risk. Entities should provide both
qualitative and quantitative disclosures about these risks.
Qualitative disclosures include the entity’s objective, policies, and processes used to manage that particular risk and
any changes from the prior period. Entities should base quantitative disclosures on the information provided internally to
management (for example, the board of directors). Entities
should disclose when the required information is not provided because the effect is not material and should discuss
concentrations of risk not apparent from the other disclosures
provided. IAS 39 also requires sensitivity analysis for market
risks.

come, entities should separately disclose net gains or losses
recognized for each IAS 39 category of financial assets and
liabilities, total interest income, total interest expense on instruments not held at FVTPL, fee income and expense separately for instruments not held at FVTPL, trust and fiduciary
activities, interest income on impaired financial assets, and
the amount of any impairment losses for each class of financial asset.

8.47 Entities should also disclose any additional informa-

8.43 Entities should disclose their accounting policies in

8.48 FASB ASC does not require entities to disclose fair

accordance with IAS 1, including the measurement bases
applied.

value information for trade receivables and payables when
their carrying amounts approximate fair value.

8.44 With respect to hedge accounting, entities should dis-

8.49 FASB ASC 825-10-50 requires all entities to dis-

close descriptions of the hedge and the hedging instruments
used with fair values and the nature of the risks hedged, separately, for fair value hedges, cash flow hedges, and hedges of
net investments. IAS 39 requires additional disclosures for
each type of hedge. In addition, for each class of financial
asset and financial liability, an entity should disclose the fair
value of the class in such a way that it can be compared with
the carrying amounts of these classes.

close the following general information about financial
instruments:
• Fair value
• Concentrations of credit risk
• Market risk
In addition, FASB ASC 825-10-50 requires additional disclosures about fair values, regardless of whether the entity
recognized the instruments, except for the following exceptions in FASB ASC 825-10-50-8:
• Employer and plan obligations for post-retirement
benefits,
• Substantively extinguished debt,
• Insurance contracts and other financial guarantee and
investment contracts,
• Lease contracts,
• Warranty obligations,
• Unconditional purchase obligations,
• Equity method investments, noncontrolling interests
and equity investments in consolidated subsidiaries, and
• Equity instruments issued and classified as stockholders’ equity.
All of these instruments are excluded from the scope of the required fair value disclosures for financial instruments within
FASB ASC.

8.45 An entity should disclose the fair value of each class

of financial asset and liability and the methods, valuation
techniques (if any), and the assumptions used in determining
fair value, except when the financial instrument:
• Has a carrying amount that approximates fair value,
• Is held at cost under IAS 39 because its fair value cannot
be measured reliably, or
• Contains a discretionary feature and the fair value of
that feature cannot be measured reliability.
In providing these disclosures, the entity should also classify fair value measurements using the following fair value
hierarchy:
• Level 1: Fair values obtained from quoted prices (unadjusted) in active markets for identical assets or
liabilities.
• Level 2: Fair values obtained using inputs other than
quoted prices included within level 1 that are observable
for the asset or liability, either directly or indirectly.
• Level 3: Fair values are obtained using inputs for the
asset or liability that are not based on observable market
data.
For fair value measurements disclosed in the balance sheet,
the entity should disclose the relevant level in this hierarchy,
disclose and explain any significant transfers between levels
1 and 2, and reconcile the beginning and ending balances in

tion required by IAS 1.
U.S. GAAP

8.50 Similar to IFRSs, FASB ASC 825-10-50-10 states that

entities should disclose, either on the face of the relevant financial statement or in the notes, the following information
about fair values of financial instruments for which it is practicable to estimate that value:
• Methods and significant assumptions used to estimate
fair value
• Description of changes in these methods or assumptions, if any, during the period
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When information is presented in the notes FASB ASC
825-10-50-11 requires entities to include both the carrying amounts and fair values, clearly indicate whether these
amounts represent assets or liabilities, and explain how the
carrying amounts relate to the amounts reported in the balance sheet. Unlike IFRSs, if information is dispersed in several notes, FASB ASC 825-10-50-12 require an entity to provide a summary table with the fair values and related carrying
amounts with cross references to the related notes where users
can find the additional information.

8.53 Like IFRSs, FASB ASC 825-10-50 requires an entity

to disclose information about its risk exposures, especially
credit risk and market risk, and to provide certain quantitative and qualitative information. Like IFRSs, FASB ASC 815
requires disclosures about the use of derivatives and hedging
activities, with specific disclosure for each type of hedge.
These disclosures are supplemented for Securities and Exchange Commission (SEC) registrants by those required by
SEC Regulation S-K which specifies significant quantitative
and qualitative disclosures about market risk.

8.51 Under FASB ASC, entities should not offset assets and

liabilities in the note disclosures unless they meet the general principle for offsetting (as previously described) or, in
accordance with FASB ASC 825-10-50-12, the assets and
liabilities are part of a master netting arrangement. This contrasts with IFRSs in which a master netting arrangement is not
an exception to the general prohibition against offsetting and
the assets and liabilities within the agreement should meet
the necessary terms and conditions to be shown net.
8.52 When it is not practicable for an entity to estimate the

fair value, FASB ASC 825-10-50-16 requires an entity to explain why it is not practicable and to disclose information
pertinent to estimating the fair value of the financial instrument or class (such as the carrying amount, effective interest
rate, and maturity). When it is practicable to estimate fair
value for only a subset of a class of financial instruments,
FASB ASC 825-10-50-19 requires the entity to estimate and
disclose fair value for that subset.

TABLE 8-1: TYPE OF FINANCIAL INSTRUMENTS
Categories of Financial Instruments..........................................
Cash.................................................................................................
Loans and receivables....................................................................
Available-for-sale financial assets...................................................
Held-to-maturity financial assets (measured at amortized cost)....
Financial assets measured at fair value through profit or loss.......
Derivatives..................................................................................
Non-derivatives (including those classified as held-for-trading)
Derivatives designated as hedges..................................................
Trade payables................................................................................
Financial liabilities measured at amortized cost.............................
Financial liabilities measured at fair value through profit or loss....
Derivatives..................................................................................
Non-derivatives (including those classified as held-for-trading)
Derivatives designated as hedges..................................................

2009
160
160
111
29
101
70
82
147
150
114
37
94

Presentation and Disclosure
Excerpts—Initial Application
Early Adoption of IFRS 9—Retrospective
Application
8.54

PSP Swiss Property Ltd (Dec 2009)
CONSOLIDATED STATEMENT OF
COMPREHENSIVE INCOME
(In CHF 1000)
Net income
Income neutral real estate appreciation due to change of use
Movement of interest rate hedging
Movement of financial investments
Taxes
Comprehensive income

IFRS ATT 8.51

1 January to
31 December 2008
224,030
3,291
−45,577
−697
2,886
183,932

1 January to
31 December 2009
231,214
0
−2,270
749
119
229,813

Note

8

P1: PjU
ACPA166-08A

AICPA

AICPA-IFRS-ATT.cls

December 20, 2010

10:0

567

Section 8: Financial Instruments and Related Disclosures

CONSOLIDATED BALANCE SHEET (in part)
(In CHF 1000)
Assets
Financial investments
Accounts receivable
Derivative financial instruments
Total non-currents assets

1 January 2008

31 December 2008

31 December 2009

Note

6,144
10,487
16,825
4,960,068

5,447
12,121
0
5,041,506

6,196
12,661
0
5,187,920

11
12
13

Accounts receivable
Derivative financial instruments
Deferrals
Other financial instruments
Cash and cash equivalents
Total current assets

25,102
0
2,087
0
27,158
173,770

18,558
56
2,078
0
70,067
230,683

16,302
0
7,195
4,000
29,708
116,687

12
13

Total assets

5,133,838

5,272,189

5,304,607

Shareholders’ Equity and Liabilities
Debt
Bonds
Derivative financial instruments
Total non-current liabilities

1,059,962
682,805
388
2,155,071

1,180,000
683,989
27,857
2,337,054

1,215,000
685,206
30,695
2,404,251

19
19
13

345,000
1,633
28,611
40,738
444,014

270,000
3,658
21,012
38,787
347,442

75,000
3,829
16,196
41,970
158,961

19
13
22

5,133,838

5,272,189

5,304,607

Debt
Derivative financial instruments
Accounts payable
Deferrals
Total current liabilities
Total shareholders’ equity and liabilities

NOTES TO THE CONSOLIDATED 2009 FINANCIAL
STATEMENTS (in part)
Unnumbered Note: Modification of Accounting
Principles (in part)
During the reporting period, PSP Swiss Property adopted
the following standard amendments which are relevant to the
Company. Adoption of these modifications did not have a material effect on the consolidated financial statements of the
Group.
IFRS 7 (revised) Financial Instruments, Disclosures (compulsory from 1 January 2009). This amendment requires
enhanced disclosures with regard to liquidity risk and fair
value measurement of financial instruments. In particular, the
amendment requires disclosure of fair value measurements
by level of a fair value measurement hierarchy. As the change
in accounting policy only results in additional disclosures,
there is no impact on earnings per share.
In general, management must provide information on its
approach with regard to the evaluation of the segment results
and the allocation of resources to the segments. The adoption of this standard did not have a material impact on the
segment information, as PSP Swiss Property has already in
the past disclosed its three operating business units using the
“management approach.” This standard expands disclosure
with regard to segment reporting.
IFRS 9 Financial Instruments—Classification and Measurement (compulsory from 1 January 2013). PSP Swiss
Property has adopted this standard as of 1 January 2009.
IFRS 9 will ultimately replace IAS 39. The standard requires
an entity to classify its financial assets on the basis of the
entity’s business model for managing the financial assets and
resulting contractual cash flows. Measurement of the financial

assets is either at amortised cost or fair value. The previouslyused category “available for sale” no longer exists. According
to IFRS 9, PSP Swiss Property now classifies the financial
investments which were previously classified as “available for
sale” as ,,at fair value through the comprehensive income.”
Consequently, any changes in market value are, as in the
past, recognised in shareholders’ equity and impairments are
no longer necessary. Due to the early, retrospective adoption
of this standard, an impairment on a financial investment of
CHF 1.6 million which had previously been recorded within
interest expense in the third quarter 2009, was reversed. This
modification had no impact on the valuation of the financial
instruments as per 1 January 2009 respectively 31 December
2009 as fair values already were applied under IAS 39.

Unnumbered Note: Risk Management (in part)
Basis
Great importance is attached to the identification, measurement and control of risks. The Board of Directors and the
Executive Board have compiled a list of all the relevant risk
factors which could lead to unexpected fluctuations in results
or to a loss of shareholders’ equity. Recommendations for
risk control measures are derived from the evaluation of the
compiled risk factors. Certain risks are also recognised as
opportunities. The aim in such cases is to achieve an appropriate balance between the possible losses which might result
and the potential gains. Risks which primarily represent loss
potential are minimised.
The scenario analysis is complemented by stress tests.
These are used to quantify the consequences of extremely
unfavourable events which, while being highly unlikely, could
in principle occur even in a normally functioning economic
environment. If a stress test shows that certain risks could
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threaten the normal continuation of business, these risks are
strictly avoided. While catastrophic scenarios which assume
a broad collapse of economic activity are discussed, they do
not form the basis for risk management.
A Group-wide risk report is submitted to the Board of
Directors every six months and discussed by the Board.
Types of risk
The most important risks are associated with:
• Real estate market risks
• Financial risks:
— Credit risk
— Liquidity risk
— Market risk
— Equity risk
Real estate market risks
General economic development and structural changes are
the main factors which affect the general and specific development of supply and demand on the office and commercial
real estate market; these, in turn, influence the level of rents
and the risk of vacancies. Furthermore, capital and financial
markets impact yield expectations of real estate investors (discount rate). These risks are addressed by appropriate selection and diversification with regard to properties and tenants,
by adjustments to the lease expiry profile and by keeping properties attractive.
Within the framework of its periodic property valuations,
PSP Swiss Property checks these valuations using an internal
DCF model and according to its own experience with regard to
market rents, maintenance and renovation expenses, lengths
of vacancies, yield expectations of investors, realised property sales prices and so on. On the portfolio level, the internal
valuation corresponds largely to the valuation of the external
valuation company. What is important in this comparison is
the quantification of sensitivities with regard to critical determinants, rather than the comparison of absolute values. By
means of scenario analyses, the impact of changing environmental factors, which are economically consistent, is checked
regularly. In most scenarios there are compensating effects of
various factors; consequently, property values are more stable
than generally assumed. The worst scenario is a deflationary
one which lasts several years.
Various tables in this annual report give important indications for judging the diversification of property risks, such as
the development of rental income and vacancy rates according to regions (pages 110 to 111) or the lease expiry profile
and the tenant structure (pages 126 to 127). This information
shows that PSP Swiss Property has a well diversified and
balanced portfolio within its defined strategy.
With regard to possible changes in the market environment, there is sensitivity in particular related to discount rates.
Changes in market value due to changes in the discount rate
are as follows (average discount rate for the entire portfolio,
approximate calculation):
An increase respectively decrease of the market rents
(price level) on which the estimates are based for all properties by 4% would, in a best/worst-case scenario, result
in an appreciation respectively depreciation of the entire investment property portfolio of approximately CHF 215 million at most (assumption: all other valuation variables remain
unchanged). This would have the following impact on the
Company’s results:
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• Change in net income: approx. CHF 170 million
• Change in net income excluding gains/losses on real
estate investments: no impact
• Change in shareholders’ equity (retained earnings):
approx. CHF 170 million
An increase respectively decrease in the structural vacancy
rates on which the estimates are based for all properties from
3.1% to 6.1% would, in a best/worst-case scenario, result in
an appreciation respectively depreciation of the entire investment property portfolio of approximately CHF 170 million at
most (assumption: all other valuation variables remain unchanged). This would have the following impact on the Company’s results:
• Change in net income: approx. CHF 134 million
• Change in net income excluding gains/losses on real
estate investments: no impact
• Change in shareholders’ equity (retained earnings):
approx. CHF 134 million

Average Weighted
Discount Rate
6.1%
6.0%
5.9%
5.8%
5.7% (Valuation as
per 31 Dec. 2009)
5.6%
5.5%
5.4%
5.3%

Change
Market
Value in %
–8%
–6%
–4%
–2%

Change
Market
Value in
CHF 1,000
–385,816
–298,544
–202,799
–103,416

Market Value
in CHF 1,000
4,680,903
4,768,175
4,863,920
4,963,303

0%
2%
4%
7%
9%

0
107,433
219,257
335,741
456,997

5,066,719
5,174,152
5,285,976
5,402,460
5,523,715

The Board of Directors has established the following diversification guidelines for investment activity:
• The potential income per individual property shall represent a maximum of 10% of overall potential rent of the
existing real estate portfolio.
• The potential income to be generated from properties
categorised under “Other locations” shall represent a
maximum of 30% of overall potential rent for the existing
real estate portfolio.
• Reported historical cost for “sites and development
properties” shall represent a maximum of 10% of the
overall value of the portfolio.
All guidelines established by the Board of Directors were fulfilled as at 31 December 2009.
Financial risks
Credit risk
Credit risks arise if clients do not meet their obligations vis-àvis PSP Swiss Property. Credit risks may also arise from active financial positions (derivative financial instruments, cash
and cash equivalents as well as tenant loans).
PSP Swiss Property has a broadly diversified tenant base.
Credit-worthiness is carefully checked and documented by
the property management unit prior to signing any contracts,
based on generally available market information. In general,
three to six months gross rents are demanded as deposit or in
the form of bank guarantees. At the end of 2009, PSP Swiss
Property had no significant concentration of credit risks from
receivables (see also tenant structure on page 127). Due to
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the historically low default rate of 0.3% (as in the previous
year) on receivables from tenant contracts, credit risk is considered low. There are several loans granted to tenants among
the accounts receivable. As at the end of 2009, the biggest
single position amounted to CHF 7.4 million (end of 2008:
CHF 8.2 million). There is no sign for risk of default.
Working with approved banking institutions ensures that
positive fair-value positions from derivative financial instruments (interest rate swaps) as well as cash and cash equivalents are only exposed to low credit risks. Financial standing
plays an important role both in the selection of these banks
and in their constant monitoring. The three largest banks all
had at least a long-term “A” rating (S&P) at the end of 2009.
At the end of 2009 these three accounted for CHF 35.9 million
or 87.8% of all the derivative instruments (end of 2008: CHF
29.4 million respectively 78.3%) and CHF 28.8 million respectively 97.1% of cash and cash equivalents (end of 2008: CHF
66.3 million respectively 94.7%).
Liquidity risk
The capital and financial markets impact the Group’s fundraising opportunities. Prudent liquidity risk management entails maintaining sufficient cash and cash equivalents and ensuring the availability of funding through an adequate amount
of committed credit facilities. Furthermore, the liquidity risk
is mitigated by an adequate selection and diversification of
funding sources.
Together with the accounting department and PSP Swiss
Property’s operative units, the corporate treasury department
carries out continuous cash management planning which ensures the Company’s liquidity at all times, taking into account
recurring rental income, planned investments as well as forthcoming interest and dividend payments.
PSP Swiss Property aims at having available liquidity (cash
and cash equivalents plus free credit lines) of at least CHF
100 million at all times. At the end of 2009, available cash and
cash equivalents amounted to CHF 29.7 million (end of 2008:
CHF 70.1 million). During the reporting year, relations with
lending institutions were further expanded: At the end of 2009,
PSP Swiss Property had unused credit lines amounting to
CHF 600 million (end of 2008: CHF 480 million); thereof, CHF
595 million were committed credit lines (end of 2008: CHF
390 million).
Furthermore, the following liquidity-related information required by IFRS 7 is relevant for PSP Swiss Property:
• Credit lines: At the end of 2009, committed credit lines
amounted to CHF 1.89 billion; thereof, CHF 50 million
were subject to short-term notice.
• Financing sources: PSP Swiss Property has bilateral
business relations with eight Swiss and two foreign
banks. In addition, there is a syndicated loan with 20
Swiss cantonal banks. Further, PSP Swiss Property fundamentally has access to the debt capital markets.
• A netting agreement for interest rate swaps exists with
one Swiss bank.
Market risk
Interest rate risk
Scenario analysis is used in judging how to optimise the
term structure of interest rates. Careful attention is given to
the precise expiry profile of existing lease agreements,
planned property purchases and sales as well as the possible
development of market rents, inflation and interest rates. Con-
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trary to widely-held opinion, this optimisation process does
not necessarily lead to an equalisation of the average duration of liabilities with the average duration of contractually
fixed rental income. In view of its conservative approach to
financial risk, within a time horizon of up to five years, the
Group concludes interest rate hedging agreements in cases
which are not completely certain, even if this means accepting higher overall financing expenses. In order to minimise
interest rate risks, financial debt with variable interest rates
shall not exceed 20% of the real estate portfolio’s value.
PSP Swiss Property finances itself by means of long-term
capital market bonds as well as long- and short-term bank
loans (fixed-term loans or roll-overs on a floating basis). The
latter are mostly hedged with interest rate swaps (cash flow
hedges) over five years. The hedges are entered into on
a rolling basis. All hedging transactions are arranged with
first-class banking institutions which have at least a long-term
“A” (S&P) or “Aa1” (Moody’s) rating. There are no significant
counterparty or bulk risks.
Based on the debt outstanding as at 31 December 2009
with interest rates which are fixed for periods of less than
twelve months, an interest rate change of 0.5% (assumption: all other variables remain unchanged) would result in a
change in annualised interest charges of approximately CHF
2.2 million (2008: CHF 2.8 million). This would have the following impact on the Company’s results:
• Change in net income: CHF 1.7 million (2008: CHF 2.2
million)
• Change in net income excluding gains/losses on real
estate investments: CHF 1.7 million (2008: CHF 2.2
million)
• Change in shareholders’ equity (retained earnings):
CHF 1.7 million (2008: CHF 2.2 million)
With regard to the valuation of existing interest rate swaps, an
interest rate change of 0.5% would have the following impact
(assumption: all other variables remain unchanged):
• Change in net income: no impact
• Change in net income excluding gains/losses on real
estate investments: no impact
• Change in comprehensive income: CHF 14.3 million
(2008: CHF 10.6 million)
• Change in shareholders’ equity (fair value reserves):
CHF 14.3 million (2008: CHF 10.6 million)
Overall, the financing structure as at 31 December 2009 can
be described as sound.
Equity market risk
PSP Swiss Property is exposed to equity securities price risk
through an investment held by the Group and valued in accordance with IFRS 9 at market value. This investment is in
a company which is listed on the SIX Swiss Exchange.
A 23.9% price change (2008: 22%; historical volatility over
the last 2 years; assumption: all other variables remain unchanged) of the mentioned financial investment would have
the following impact on the results:
• Change in net income: no impact
• Change in net income excluding gains/losses on real
estate investments: no impact
• Change in comprehensive income: CHF 1.3 million
(2008: CHF 1.1 million)
• Change in shareholders’ equity (fair value reserves):
CHF 1.3 million (2008: CHF 1.1 million)
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Currency risk
Due to the fact that PSP Swiss Property is only active in the
Swiss property market, there is no currency risk.
Equity risk
PSP Swiss Property pursues a conservative equity policy.
Equity as reported in accordance with IAS/IFRS in the consolidated balance sheet is to be seen in this context. In
particular, the Company ensures that it keeps enough flexibility in every market environment and that the dependence on individual banking institutions is limited. Equity risk
management is controlled through the equity ratio respectively the relation between interest-bearing liabilities and total
assets.
Measures to optimise the equity base respectively the capital structure include the distribution policy, possible share buybacks or issues of own shares, or the sale of non-strategic
investment properties.
With shareholders’ equity of CHF 2.741 billion (end of
2008: CHF 2.588 billion)—corresponding to an equity ratio of 51.7% (end of 2008: 49.1%)—PSP Swiss Property
has a strong equity base compared to the industry average.
Interest-bearing debt amounted to CHF 1.975 billion respectively 37.2% of total assets at the end of 2009 (end of 2008:
CHF 2.134 billion respectively 40.5%). The remaining 11.1
percentage points (in relation to the balance sheet total) are
mainly deferred tax liabilities which do not trigger any interest
charges.
Guidelines for financial risk management
Financial risk management is governed by guidelines set by
the Board of Directors regarding the capital structure and the
term structure of interest rates. The Board of Directors has defined the following guidelines for financial risk management:
• Interest-bearing debt shall not exceed 50% of total
assets.
• Financial debt with floating rates shall not exceed 20%
of the value of the real estate portfolio.
• A balanced distribution of maturities for fixed interest
rates is aimed for.
• The interest coverage ratio (EBITDA excluding gains/
losses on real estate investments and excluding nonrecurring items/net financial expenses) shall amount to
a minimum of 2.0.
All the guidelines laid down by the Board of Directors were
fulfilled as at 31 December 2008 respectively 2009.

Unnumbered Note: Accounting and Valuation
Principles (in part)
Interest expenses
Interest expenses are accrued according to the effective interest rate method and charged directly to the income statement (financial expenses). The treatment of capitalised construction interest rates is explained in the section “Acquisition
costs,” page 43.
Financial Investments
According to IFRS 9, financial investments are classified “at
fair value through the comprehensive income” and reported
according to the trade-day principle. Financial investments are
reported according to market value (fair value). The market
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value of listed financial investments corresponds to the bid
price at the balance sheet date. Changes in market value are
recognised directly in shareholders’ equity, taking into account
deferred taxes. Following a disposal, the resulting income remains in equity, i.e. is not reposted to the income statement.
Dividends from financial investments are recognised in the
income statement as soon as the Group has a claim on the
dividends.
Accounts receivable
Accounts receivable are stated at amortised cost. Accounts
receivables liable to default are evaluated on an individual
basis, and provisions for bad debts are made accordingly (see
section “Impairment”, pages 45 to 46).
Derivative financial instruments
Derivative financial instruments are recorded upon purchase,
as well as subsequently, at market values. The market values of these derivatives cannot be derived directly from
published figures; they are determined by discounting future
cash flows based on published interest rates. These are calculated by means of specialised software by corresponding
banks and checked with regard to their plausibility by PSP
Swiss Property.
Derivative financial instruments are used exclusively for
hedging purposes (interest rate swaps). The method of recognising the resulting unrealised profits or losses depends
on the nature of the items being hedged. On the date a
derivatives contract is entered into, the Group designates the
derivatives either as a hedge of future cash flows or as a
hedge of the fair value of a recognised asset or liability.
Changes in the fair values of derivatives which are designated as cash flow hedges and which are highly effective
are recognised in shareholders’ equity as fair value reserves.
Amounts booked in shareholders’ equity are transferred to the
income statement and classified as income or expense in
the same period during which the hedged cash flows affect
the income statement. When a hedging contract expires or
is sold or if a hedge no longer meets the criteria for hedge
accounting according to IAS 39 (Financial Instruments) any
cumulative profit or loss in the fair value reserves remains in
shareholders’ equity until the hedged cash flow is recognised
in the income statement. However, if hedged cash flows are no
longer expected to occur, the cumulative profit or loss which
was reported in shareholders’ equity is immediately released
through the income statement. Changes in the fair values of
derivatives which are designated as fair value hedges are
recorded in the income statement, along with any changes in
the fair values of the hedged assets or liabilities. Changes in
the fair values of any derivative financial instruments which do
not qualify for hedge accounting are recognised immediately
in the income statement.
At the inception of a transaction, the Group documents the
relationship between the hedging instrument and hedged item
as well as its risk management objectives and strategies for
undertaking the hedge transaction. The Group furthermore
assesses on a periodic basis whether the derivatives which
are used in hedging transactions remain effective in offsetting
changes in fair values or cash flows of the hedged items.
Cash and cash equivalents
Liquid assets are shown in the balance sheet at historical cost;
they include cash, postal accounts and bank deposits as well
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as money market investments with maturities of 90 days or
less.
Impairment
Financial investments are checked at each balance-sheet
date for impairment by means of special indicators. Financial
investments are impaired, if there are objective indications
that future cash flows have changed negatively.
For cash and cash equivalents, claims and loans, objective
impairment indicators may be the following: i) significant financial difficulties of the issuer or the counterparty, ii) default
or delay of interest and/or capital payments and iii) the probability that the counterparty becomes insolvent. Claims from
tenant contracts are usually due on the first day of each month
respectively quarter. Claims from ancillary expenses are due
30 days from the invoicing date. No interest is calculated for
past due claims. Claims which are overdue for more than 90
days are value adjusted on an individual basis. The valuation
adjustment is based on an individual analysis taking into account any possible securities (e.g. rental deposits) as well as
corresponding experience figures.
Financial debts
Short- and long-term financial debts in the form of bank credit
lines and other loans as well as any bank debts in the form of
current account overdrafts are stated at amortised cost.
Bonds
Bonds are recognised initially based on the proceeds received, net of transaction costs incurred. In subsequent periods, they are stated at amortised cost using the effective yield
method. Any difference between proceeds and redemption
value is recognised in the income statement over the lifetime
of the bond.

Note 11. Financial Investments
(In CHF 1000)
Carrying value at 1 January
Market value adjustment
Carrying value at 31 December

2008
6,144
−697
5,447

2009
5,447
749
6,196

The fair value of financial investments corresponds to the
carrying value.

Positive changes in fair values of CHF 0.7 million before and
after tax (2008: CHF 0.7 million negative changes in fair values
before respectively CHF 0.6 million after tax) were directly
booked through equity (fair value reserves).
The financial investments stated as at the end of 2009 are,
as in the previous year, a participation (available for sale) in a
SIX Swiss Exchange listed company and a minority holding
in a multi-story car park.

Note 12. Accounts Receivable
(In CHF 1000)
Resulting from business activities with
third parties
Value adjustment (accumulated)
Carrying value at 31 December
Thereof long-term (non-current assets)
Thereof short-term (current assets)

2008

2009

33,849
−3,170
30,679
12,121
18,558

31,053
−2,090
28,962
12,661
16,302

The long-term accounts receivable (non-current assets) are
exclusively loans granted to tenants; the short-term accounts
receivable (current assets) are mainly outstanding rental payments, claims for ancillary expenses as well as claims on the
pension foundation.
The accumulated impaired receivables changed as follows.
(In CHF 1000)
Carrying value at 1 January
Additions debited to income statement
Release credited to income statement
Outflow
Carrying value at 31 December

2008
3,618
1,837
−272
−2,012
3,170

2009
3,170
1,370
−1,796
−654
2,090

The creation, respectively release, of provisions for impaired
receivables has been included in rental income, respectively,
in financial expenses in the income statement.
Impairments on accounts receivable are made when no
additional payments are expected from these receivables.

Note 22. Accounts Payable
(In CHF 1000)
Resulting from business activities with third parties
Prepayments
Carrying value at 31 December

2008
5,679
15,333
21,012

2009
5,446
10,751
16,196

The fair value of the accounts payable corresponds to the
carrying value.
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Note 23. Financial Instruments According to
Categories
The carrying values and the fair values of all recorded financial
instruments are listed in the following table:
Carrying Value at
31 December 2008

Market Value at 31
December 2008

Carrying Value at
31 December 2009

Market Value at 31
December 2009

30,768
5,447
56
0
70,067

30,768
5,447
56
0
70,067

28,990
6,196
0
4,000
29,708

28,990
6,196
0
4,000
29,708

1,450,000
683,989
21,012
31,515

1,450,000
668,166
21,012
31,515

1,290,000
685,206
16,196
34,524

1,290,000
708,533
16,196
34,524

(In CHF 1000)
Assets
Financial investments
Other financial instruments
Total financial assets
Liabilities
Derivative financial instruments (hedging)
Total liabilities

Level 1

Level 2

Level 3

Market Value at
31 Dec. 2008

5,288
0
5,288

0
56
56

159
0
159

5,447
56
5,503

0
0

31,515
31,515

0
0

31,515
31,515

(In CHF 1000)
Assets
Financial investments
Other financial instruments
Total financial assets
Liabilities
Derivative financial instruments (hedging)
Total liabilities

Level 1

Level 2

Level 3

Market Value at
31 Dec. 2009

6,037
0
6,037

0
0
0
0
34,524
34,524

159
4,000
4,159

6,196
4,000
10,196

0
0

34,524
34,524

(In CHF 1000)
Financial assets
Assets at amortised cost
Assets at fair values through comprehensive income
Derivative financial instruments (hedging)
Other financial assets at fair values
Cash and cash equivalents
Financial Liabilities
Debt at amortised cost
Bonds at amortised cost
Accounts payable at amortised cost
Derivative financial instruments (hedging)

Note 24. Financial Instruments—Fair Value Hierarchy
The financial instruments are valued according to a threetier fair value hierarchy. Thereby, the following distinction was
made: tier 1) valuation according to fair value for the specific
financial instruments; tier 2) valuation according to fair values
for similar instruments or according to valuation models based
on input parameters which can be observed on the market;
tier 3) valuation according to valuation models with significant
input parameters which cannot be observed on the market.
The following table shows the market values (fair values) of
all financial instruments recognised in the balance sheet.

Other financial instruments: further information (sensitivity) is
shown in note 29 on page 74.
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Note 25. Future Cash Flows From Accounts Payable
Based on the accounts payable at year-end, the following future payment obligations exist (undiscounted amounts, including interest):

(In CHF 1000)
Debt
Bonds
Derivative financial instruments
Accounts payable
Tax liabilities
Total

(In CHF 1000)
Debt
Bonds
Derivative financial instruments
Accounts payable
Tax liabilities
Total

Carrying Value
at 31 Dec. 2008
1,450,000
683,989
31,459
21,012
12,910
2,199,371

Carrying Value
at 31 Dec. 2009
1,290,000
685,206
34,524
16,196
21,663
2,047,588

<6 Months
Interest Repayment
10,620
70,000
12,125
0
4,749
0
0
21,012
0
12,910
27,494
103,923

Cash Flows
6 to 12 Months
1 to 5 Years
Interest Repayment Interest Repayment
10,357
200,000
56,393
955,000
5,625
0
64,125
440,000
4,395
0
17,269
0
0
0
0
0
0
0
0
0
20,377
200,000 137,787 1,395,000

>5 Years
Interest Repayment
4,153
225,000
19,688
250,000
0
0
0
0
0
0
23,840
475,000

<6 Months
Interest Repayment
3,865
75,000
12,125
0
11,338
0
0
16,196
0
21,663
26,776
427,859

Cash Flows
6 to 12 Months
1 to 5 Years
Interest Repayment Interest Repayment
3,725
0
21,336 1,240,000
5,625
0
52,938
440,000
12,884
0
41,861
0
0
0
0
0
0
0
0
0
20,909
50,000 105,197 1,290,000

>5 Years
Interest Repayment
0
0
13,125
250,000
0
0
0
0
0
0
13,125
250,000

All instruments were included which were in the portfolio at year-end and for which payments were contractually
stipulated.
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Early Adoption of IFRS 9—Prospective
Application, Use of Transition Provisions
8.55

Abu Dhabi Aviation PJSC (Dec 2009)
CONSOLIDATED STATEMENT OF FINANCIAL
POSITION AS AT 31 DECEMBER 2009 (in part)
Assets
Non-current assets
Investments
Non-current portion of finance lease receivable
Total non-current assets
Current assets
Trade receivables
Current portion of finance lease receivable
Investments
Bank balances and cash
Total current assets
Equity and Liabilities
Non-current liabilities
Non-current portion of term loan
Current liabilities
Trade payables
Current portion of term loan
Bank overdrafts
Total current liabilities
Total liabilities

2009
AED’000

2008
AED’000

7
8

46,291
9,045
2,396,015

39,779
13,937
2,203,264

9
8
7
14

400,909
3,624
—
60,780
770,547

365,094
4,000
3,680
168,592
863,409

20

722,210

553,578

22
20
14

85,205
66,525
104,008
334,168
1,674,916

113,552
99,686
214,579
509,324
1,707,223

3,166,562

3,066,673

Notes

Total equity and liabilities

CONSOLIDATED STATEMENT OF INCOME FOR
THE YEAR ENDED 31 DECEMBER 2009 (in part)

Fair value loss on investments at fair value through profit or loss
Impairment loss on available-for-sale investments
Loss on sale of investments
Finance income
Finance cost

Notes
7
7
7

2009
AED’000
—
—
—
6,365
(41,276)

2008
AED’000
(8,819)
(8,201)
(1,370)
2,531
(37,130)

2009
AED’000
138,342

2008
AED’000
116,259

6,512
—
—

—
(66,984)
(12,494)
8,201

CONSOLIDATED STATEMENT OF
COMPREHENSIVE INCOME FOR THE YEAR
ENDED 31 DECEMBER 2009 (in part)
Notes
Net profit for the year
Other comprehensive ineome/(loss)
Gain arising on fair valuation of investments at fair value through
other comprehensive income
Loss arising on fair valuation of available-for-sale investments
Release from translation reserve
Impairment loss on available-for-sale investments
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CONSOLIDATED STATEMENT OF CHANGES IN
EQUITY FOR THE YEAR ENDED 31 DECEMBER
2009 (in part)

Reserves
AED’000
562,562

Retained
Earnings
AED’000
132,937

Attributable
to Owners of
the Company
AED’000
1,212,171

NonControlling
Interests
AED’000
147,279

Total
AED’000
1,359,450

—
112,320

(8,201)
554,363

8,201
141,138

—
1,212,171

—
147,279

—
1,359,450

—
—
—

—
—
—

—
14,954
14,954

133,494
(1,350)
132,144

133,494
13,604
147,098

4,848
—
4,848

138,342
13,604
151,946

—
—
—
—
—
—
404,352

—
—
—
—
—
—
112,320

—
—
13,834
25,000
25,000
50,000
683,149

(20,217)
254
(13,834)
(25,000)
(25,000)
(50,000)
139,485

(20,217)
254
—
—
—
—
1,339,306

—
213
—
—
—
—
152,340

(20,217)
467
—
—
—
—
1,491,646

Balance at 1 January 2009

Share
Capital
AED’000
404,352

Share
Premium
AED’000
112,320

Effect of change in accounting policy for
classification and measurement of financial
assets (note 2.1)
Balance at 1 January 2009 as restated

—
404,352

Net profit for the year
Other comprehensive income/(loss) for the year
Total comprehensive income
Dividends
Equity arising upon control of a subsidiary
Transfer to legal reserve
Transfer to fleet replacement reserve
Transfer to insurance reserve
Transfer to general reserve
Balance at 31 December 2009

NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS FOR THE YEAR ENDED
31 DECEMBER 2009 (in part)
Note 2. Adoption of new and revised Standards
(in part)
2.1 Standard affecting presentation and disclosure (in part)
• Improving disclosures about Financial Instruments
(Amendments to IFRS 7 Financial Instruments: Disclosures). The amendment has expanded the disclosures required in respect of fair value measurements
and liquidity risk. The Group is now required to provide
a quantitative and qualitative analysis of those instruments recognised at fair value based on a three-level
measurement hierarchy (see note 27). The Group has
elected not to provide comparative information for these
expanded disclosures in the current year in accordance
with the transitional reliefs offered in these amendments.
• IFRS 9 Financial Instruments. IFRS 9 specifies how an
entity should classify and measure its financial assets
and is intended to replace IAS 39 and IFRS 7. The impact of adopting IFRS 9 has been effected in the current year without prior period restatement. There were
no disposals of investments designated at FVTOCI and
therefore only the increase in fair value amounting to
AED 6.5 million was recognised in other comprehensive
income with respect to these investments.
The Group adopted IFRS 9 Financial Instruments (IFRS 9)
in 2009 in advance of its effective dale. The Group has chosen 31 December 2009 as its date of initial application (i.e.
the date on which the Group has assessed its existing Financial assets) as this is the first reporting period end since the
Standard was issued on 12 November 2009.
IFRS 9 specifies how an entity should classify and measure its financial assets. It requires all financial assets to be
classified in their entirety on the basis of the entity’s business

model for managing the financial assets and the contractual
cash flow characteristics of the financial assets. Financial assets are now measured either at amortised cost or fair value.
Debt instruments are measured at amortised cost only if
(i) the asset is held within a business model whose objective is to bold assets in order to collect contractual cash flows
and (ii) the contractual terms of the financial asset give rise
on specified dates to cash flows that are solely payments of
principal and interest on the principal amount outstanding. If
either of the two criteria is not met the financial instrument is
classified as at fair value through profit or loss (FVTPL). Additionally, even if the asset meets the amortised cost criteria
the Group may choose at initial recognition to designate the
financial asset as at FVTPL if doing so eliminates or significantly reduces an accounting mismatch. In the current period,
the Group has not elected to designate any debt instruments
meeting the amortised cost criteria as at FVTPL.
Only financial assets that are classified as measured at
amortised cost are tested for impairment.
Investments in equity instruments are classified and measured as at FVTPL except if the equity investment is nol held
for trading and is designated by the Group as at fair value
through other comprehensive income (FVTOCI). If the equity
investment is designated as at FVTOCI, all gains and losses,
except for dividend income recognised in accordance with IAS
18 Revenue, are recognised in other comprehensive income
and are not subsequently reclassified to profit or loss.
The Directors have reviewed and assessed all of the
Group’s existing financial assets as at the date of initial application of IFRS 9. As a result, the Group’s equity instruments
which are not held for trading purposes have been designated
as at FVTOCI.
The reclassification of financial assets on initial application
of IFRS 9 has resulted in the designation of equity instruments
previously classified as financial assets at available-for-sale
as at FVTOCI. There are no other investments held by the
Group as at 31 December 2009.
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Note 3. Summary significant accounting policies
(in part)

• it is a part of an identified portfolio of financial instruments that the group manage together and has a recent
actual pattern of short-term profit taking.
Financial assets at FVTPL are stated at fair value, with any
resultant gain or loss recognised in profit or loss.

Financial assets

Financial assets at FVTOCI

All financial assets are recognised and derecognised on trade
date when the purchase or sale of a financial asset is under
a contract whose terms require delivery of the financial asset
within the timeframe established by the market concerned. Financial assets are initially measured at fair value, plus transaction costs, except for those financial assets classified as
at fair value through profit or loss (FVTPL), which are initially
measured at fair value.
All recognised financial assets are subsequently measured
in their entirety at either amortised cost or fair value.

At initial recognition, the Group can make an irrevocable election (on an instrument-by-instrument (basis) to designate investments in equity instruments as at FVTOCI. Designation
at FVTOCI is not permitted if the equity investment is held for
trading.
A financial asset is held for trading if:
• it has been acquired principally for the purpose of selling
it in the near term; or
• on initial recognition it is part of a portfolio of identified
financial instruments that the Group manages together
and has evidence of a recent actual pattern of short-term
profit-taking; or
• it is a derivative that is not designated and effective as
a hedging instrument or a financial guarantee.
Investments in equity instruments at FVTOCI are initially measured at fair value plus transaction costs. Subsequently, they
are measured at fair value with gains and losses arising from
changes in fair value recognised in other comprehensive income and accumulated in the investments revaluation reserve. Where the asset is disposed of, the cumulative gain
or loss previously accumulated in the investments revaluation
reserve is not reclassified to profit or loss, but is reclassified
to retained earnings.
Dividends on these investments in equity instruments are
recognised in profit or loss when the Group’s right to receive
the dividends is established in accordance with IAS 18 Revenue, unless the dividends clearly represent a recovery of part
of the cost of the investment. Dividends earned are recognised in profit or loss and are included in the ‘net investment
and other income’ line item in the profit and loss.
In the previous year, the Group’s policy for AFS investments
was to initially measure at fair value, plus directly attributable
transaction costs.

For more information and detail on the new classification,
see note 7.

Classification of financial assets
The Group had the following financial assets as at 31 December 2008: ‘cash and cash equivalents’, ‘loans and receivables’
‘available for sale’ (AFS) investments, ‘held to maturity investments’, and financial assets at fair value through profit or loss
(FVTPL). At 31 December 2009, the Group’s AFS financial
assets have been reclassified after initial application of IFRS
9 (see note 7). The Group does not hold any held to maturity
investments as at 31 December 2009.
Effective interest method
The effective interest method is a method of calculating the
amortised cost of a financial asset and of allocating interest
income over the relevant period. The effective interest rate is
the rate that exactly discounts estimated future cash receipts
(including all fees on points paid or received that form an
integral part of the effective interest rate, transaction costs
and other premiums or discounts) through the expected life
of the financial asset, or, where appropriate, a shorter period.
Cash and cash equivalents
Cash and cash equivalents comprise cash and balances with
banks in current accounts and short-term, high liquid investments that are readily convertible to known amounts of cash
and are subject to an insignificant changes in value.
Loans and receivables
Trade and other receivables and finance lease receivable that
have fixed or determinable payments that are not quoted in an
active market are classified as loans and receivables. Loans
and receivables are measured at amortised cost using the effective interest method, less any impairment. Interest income
is recognised by applying the effective interest rate, except for
short-term receivables when the recognition of interest would
be immaterial.
Financial assets at FVTPL
Financial assets are classified as at fair value though profit
and loss (FVTPL) where the financial asset is either held for
trading or designated as at FVTPL.
A financial asset is classified as held for trading if:
• it has been acquired principally for the purpose of selling
in the near future: or
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AFS financial assets
Investments are recognised and derecognised on a trade date
basis where the purchase or sale of an investment is under a
contract whose terms require delivery of the investment within
the timeframe established by the market concerned, and are
initially measured at fair value, plus directly attributable transaction costs.
AFS investments are measured at subsequent reporting
dates at fair value unless the latter cannot be reliably measured. Gains and losses arising from changes in fair value are
recognised outside profit or loss, until the security is disposed
of or is determined to be impaired, at which time the cumulative gains or losses previously recognised in the consolidated
statement of changes in equity are included in the net profit or
loss for the period. Impairment losses recognised in profit or
loss for equity investments classified as available-for-sale are
not subsequently reversed through consolidated statement of
income. In 2008, the Group recognised impairment amounting to AED 8.2 million on investments in securities. These
investments are now classified as financial assets at FVTOCI
and accordingly, reversal of impairment loss was recognised
in the opening retained earnings.
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Held to maturity investments

Derecognition of financial assets

Investments which have fixed or determinable payments with
fixed maturity which the Group has the intention and ability
to hold to maturity, are classified as held to maturity investments. Held to maturity investments are carried at amortised
cost, using effective interest rate method less any impairment.
Amortised cost is calculated by taking into account any discount or premium on acquisition on an effective interest rate
method.
Any gain or loss on such investments is recognised in profit
or loss when the investment is derecognised or impaired.

The Group derecognises a financial asset only when the contractual rights to the cash flows from the asset expire: or it
transfers the financial asset and substantially all the risks and
rewards of ownership of the asset to another entity. If the
Group neither transfers nor retains substantially all ihe risks
and rewards of ownership and continues to control the transferred asset, the Group recognises its retained interest in the
asset and an associated liability for amounts it may have to
pay. If the Group retains substantially all the risks and rewards
of ownership of a transferred financial asset, the Group continues to recognise the financial asset.

Impairment of financial assets
Financial assets are assessed for indicators of impairment at
end of each reporting period. Financial assets are impaired
where there is objective evidence that, as a result of one or
more events that occurred after the initial recognition of the
financial asset, the estimated future cash flows of the investment have been impacted.
For certain categories of financial asset, such as trade receivables, assets that are assessed not to be impaired individually are subsequently assessed for impairment on a collective basis. Objective evidence of impairment for a portfolio
of receivables could include the Group’s past experience of
collecting payments, an increase in the number of delayed
payments in the portfolio past the average credit period of 90
days, as well as observable changes in national or local economic conditions that correlate with default on receivables.
The carrying amount of the financial asset is reduced by
the impairment loss directly for all financial assets with the exception of trade receivables, where the carrying amount is reduced through the use of an allowance account. When a trade
receivable is considered uncollectible, it is written off against
the allowance account. Subsequent recoveries of amounts
previously written off are credited against the allowance account. Changes in the carrying amount of the allowance account are recognised in profit or loss.
With the exception of AFS equity instruments, if, in a subsequent period, the amount of the impairment loss decreases
and the decrease can be related objectively to an event occurring after the impairment was recognised, the previously
recognised impairment loss is reversed through profit or loss
to the extent that the carrying amount of the investment at
the date the impairment is reversed does not exceed what
the amortised cost would have been had the impairment not
been recognised.
In respect of AFS equity securities, impairment losses previously recognised through profit or loss are not reversed
through profit or loss. Any increase in fair value subsequent
to an impairment loss is recognised directly in consolidated
statement of changes in equity. Subsequent to adoption of
IFRS 9 during the year, the Group investments which are financial assets at FVTOCI are not assessed for indicators of
impairment.

Financial liabilities and equity instruments
Debt and equity instruments are classified as either financial
liabilities or as equity in accordance with the substance of the
contractual arrangement.
An equity instrument is any contract that evidences a residual interest in the assets of an entity after deducting all of its liabilities. Equity instruments issued by the Group are recorded
at the proceeds received, net of direct issue costs.
Financial liabilities
The Group’s financial liabilities comprise trade payables and
other liabilities, due to a related party and borrowings, which
are initially measured at fair value, net of transaction costs,
and are subsequently measured at amortised cost using the
effective interest method, with interest expense recognised
on an effective yield basis.
The effective interest method is a method of calculating the
amortised cost of a financial liability and of allocating interest expense over the relevant period. The effective interest
rate is the rate that exactly discounts estimated future cash
payments through the expected life of the financial liability, or,
where appropriate, a shorter period.
Derecognition of financial liabilities
The Group derecognises financial liabilities when, and only
when, the Group’s obligations are discharged, cancelled or
they expire.

Note 4. Critical accounting judgment and key sources
of estimation uncertainty (in part)
Critical accounting judgment
Classification of investments
Management designates at the time of acquisition of securities whether these should be classified as at FVTOCI. FVTPL
or amortised cost. In judging whether investments in securities are as at FVTOCI, FVTPL or amortised cost. Management has considered the detailed criteria for determination of
such classification as set out IFRS 9 Financial Instruments in
2009. Management is satisfied that its investments in securities are appropriately classified.
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Note 7. Investments

The movement in investments during 2008 was as follows:

Reclassification of investments at the date of initial
application of IFRS 9
The table below illustrates the classification and measurement of financial assets under IFRS 9 and IAS 39 at the date
of initial application on 31 December 2009.

Type of Investment
Equity securities (i)

Managed funds (ii)

Original Measurement
Category (IAS 39)
Available-for-sale
(AFS) investments

AFS investments

New Measurement
Category (IFRS 9)
Investments in equity
instruments
designated at fair
value through other
comprehensive
income (FVTOCI)
Investments in equity
instruments
designated at fair
value through other
comprehensive
income (FVTOCI)

(i) The Group has chosen to designate the investments in
quoted UAE shares at FVTOCI as it intends to hold the
investments for the medium to long-term as a strategic
investment. The Group believes therefore that designating
as at FVTOCI will provide a more meaningful presentation
of its medium to long-term interest in its investment than
fair valuing the interest through profit or loss.
(ii) Managed funds comprise various mutual funds in the
UAE. They were reclassified from AFS investments to
FVTOCI investments as the Group intends to hold the
investments for the medium to long-term as strategic
investments.
The Group’s investments at the end of reporting date are detailed below.

Financial assets at fair value through other
comprehensive income
Available-for-sale investments
Held to maturity investment

2009
AED’000

2008
AED’000

46,291
—
—
—

—
39,779
3,680
3,680

IFRS ATT 8.55

Held to
Maturity
AED’000
—
—

—
32,047

3,680
—

—
—

(31,116)
(1,309)
(66,984)
39,779

—
—
—
3,680

(965)
(61)
(8,819)
—

• In 2008, investments held for trading previously categorised as financial assets at fair value through profit
or loss (FVTPL) were reclassified to AFS investments.
This reclassification was made in accordance with the
amendments to IAS 39 with respect to reclassification of
financial assets. The fair value of the investments held
for trading at the date of reclassification was AED 107.1
million and at 31 December 2009 was AED 29 million
(2008: 17.6 million).
• The Group’s investments in securities represent UAE
listed securities.

Managed funds
Equities
At 31 December

2009
AED’000
19,136
27,155
46,291

2008
AED’000
17,641
22,138
39,779

Note 27. Financial instruments

The movement in investments in 2009 is as follows:

At 1 January
Transfers
Proceeds from sale of
investments
Increase in fair value
At 31 December

At 1 January
Transfers
Addition arising upon control
of a subsidiary
Purchase of investments
Proceeds from sale of
investments
Loss on sale of investments
Decrease in fail value
At 31 December

Availablefor-Sale
Investments
AED’000
—
107,141

Financial
Assets at
Fair Value
Through
Profit &
Loss
AED’000
116,986
(107,141)

Fair Value
Through Other
Comprehensive
Income
AED’000
—
39,779

Availablefor-Sale
Investments
AED’000
39,779
(39,779)

Held to
Maturity
AED’000
3,680
—

—
6,512
46,291

—
—
—

(3,680)
—
—

Capital risk management
The Group manages its capital to ensure that it will be able to
continue as a going concern while maximising the return to
shareholders through the optimisation of the debt and equity
balances. The Group’s overall strategy remains unchanged
from 2008. The capital structure of the Group consists of debt,
which includes the term loans, bank overdrafts, finance lease
obligations, cash and cash equivalents and equity comprising
share capital, reserves and retained earnings.
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The gearing ratio, determined as net debt to equity, at the
year end was as follows:

Debt(i)
Cash and cash equivalents (note 14)
Net debt
Equity(ii)
Net debt to equity ratio
(i)
(ii)

2009
AED’000

2008
AED’000

884,306
43,228
927,534

757,866
45,987
803,853

1,339,306
69.2%

1,212,171
66.3%

Debt is defined as term loans and finance lease obligations.
Equity includes all capital and reserves of the Group.

Financial risk management objectives
The Group is exposed to the following risks related to financial
instruments—equity price risk, credit risk, liquidity risk and fair
value interest rate risk.
The Group does not use derivative financial instruments
to hedge these risk exposures. The Group seeks to manage
and limit these risks by reviewing the exposure limits on a
continuous basis.
The Group does not have significant exposure to currency
risk as most of its assets are denominated in UAE Dirhams
or in US Dollars, the latter being pegged to the UAE Dirham.
Equity price risks
The Group is exposed to equity price risks arising from equity
investments.
The Group monitors the risk of change in equity prices by
sensitivity analysis taking 15% change due to the volatile nature of the market in which the securities are listed.

Credit risk
Credit risk refers to the risk that a counterparty will default
on its contractual obligations resulting in financial loss to the
Group, and arises principally from the Group’s trade and other
receivables and bank balances. The Group has adopted a policy of only dealing with creditworthy counterparties, however
significant revenue is generated by dealing with entities related to oil operating companies in the UAE, for whom the
credit risk is assessed to be low. The Group attempts to control credit risk by monitoring credit exposures, limiting transactions with specific non-related counterparties, and continually assessing the creditworthiness of such non-related counterparties. Balances with banks are assessed to have low
credit risk of default since these banks are highly regulated
by the central bank. Under the terms of prevailing customer
agreements, the Group has provided provisional escalations
to contain customer service fees and rates which may result in
additional income to be recognised in future periods for past
services subject to agreement with certain customers.
Concentration of credit risk arises when a number of counterparties are engaged in similar business activities, or activities in the same geographic region, or have similar economic
features that would cause their ability to meet contractual obligations to be similarly affected by changes in economic, political or other conditions. Concentration of credit risk indicates
the relative sensitivity of the Group’s performance to developments affecting a particular industry or geographic location.
Trade receivables from oil operating companies and governmeni related entities in the UAE is AED 67.8 million (2008:
AED 82.3 million) and AED 267.2 million (2008: AED 172
million) which represents 15.5% (2008: 21.6%) and 60.9%
(2008: 45.2%) respectively of the total trade receivables at
the end of reporting period. Included in the trade receivables
balance at the end of the year is an amount of AED 54.9 million (2008: AED 131.9 million) due from related parties.

Equity price sensitivity analysis
The sensitivity analyses below have been determined based
on the exposure to equity price risks at the reporting date.
If equity prices had been 15% higher/lower (2008: 15%),
the Group’s equity/profit would increase/decrease as follows:

FVTOCI investments
AFS investments

2009
Financial liabilities
Non-interest bearing instruments
Fixed interest rate instruments
Variable interest rate instruments

2009
AED’000
6,944
—

2008
AED’000
—
5,967

Liquidity risk
Liquidity risk is the risk that the Group will be unable to meet
its funding requirements. The Group limits its liquidity risk by
ensuring adequate cash from operations and bank facilities
are available.
The table below summarises the maturity profile of the
Group’s financial instruments. The contractual maturities of
the financial instruments have been determined on the basis
of the remaining period at the end of reporting period to the
contractual maturity date.
The maturity profile is monitored by management to ensure
adequate liquidity is maintained. The maturity profile of the
liabilities at the end of reporting period based on contractual
repayment arrangements was as follows:

Effective
Interest Rate

Total
AED’000

Less Than
3 Months
AED’000

3 Months to
1 Year
AED’000

1 Year to
5 Years
AED’000

After
5 Years
AED’000

6%
note 20

154,317
95,571
892,743
1,142,631

—
—
107,242
107,242

154,317
9,317
63,291
226,925

—
39,575
266,100
305,675

—
46,679
456,110
502,789
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Effective
Interest Rate

Total
AED’000

Less Than
3 Months
AED’000

3 Months to
1 Year
AED’000

1 Year to
5 Years
AED’000

After
5 Years
AED’000

6%
note 20

185,975
104,602
867,843
1,158,420

—
—
224,237
224,237

185,975
9,084
90,028
285,087

—
48,865
314,679
363,544

—
46,653
238,899
285,552

Interest rate risk
Interest rate risk primarily arises from the possibility that
changes in interest rates will affect the net finance cost of
the Group. The Group is exposed to fair value interest rate
risk on bank borrowings at variable interest rates.
If interest rates had been 50 basis points higher/lower
throughout the year and all other variables were held constant, the Group’s net profit and equity for the year ended 31
December 2009 would decrease/increase by approximately
AED 4.4 million (2008: AED 4.3 million).
The Group’s sensitivity to interest rates has increased in
line with the increase in interest bearing debt instruments.
Fair value of financial instruments
Fair value represents the amount at which an asset can be
exchanged, or a liability settled, between knowledgeable, willing parties in an arm’s length transaction. Differences can
therefore arise between book value under the historical cost
method and fair value estimates.
For financial assets and financial liabilities that are liquid
or having a short term maturity (less than three months) the
carrying amounts approximate to their fair value. This applies
to demand deposits, savings accounts without a specific maturity and variable rate financial instruments.
Valuation of all financial instruments recorded at fair value,
is based on quoted market prices.
The fair values of financial assets and financial liabilities are
determined as follows:
• the fair value of financial assets and financial liabilities
with standard terms and conditions and traded on active
liquid markets is determined with reference to quoted
market prices:
• the fair value of other financial assets and financial liabilities is determined in accordance with generally accepted pricing models based on discounted cash flow
analysis using prices from observable current market
transactions and dealer quotes for similar instruments.

IFRS ATT 8.55

• IFRS 7 specifies a hierarchy of valuation techniques
based on whether the inputs to those valuation techniques are observable or unobservable. Observable
inputs refect market data obtained from independent
sources: unobservable inputs reflect the Group’s market assumptions. These two types of inputs create the
following fair value hierarchy:
Following the amendment to IFRS 7, all financial instruments
that are required to be measured at fair value (subsequent to
initial recognition) should be disclosed in a fair value hierarchy
or grouping into 3 levels (Levels 1 to 3) based on the degree
to which the fair value is observable.
Level 1 fair values are those derived from quoted prices
(unadjusted) in active markets for identical assets or liabilities.
Level 2 fair value measurements are derived from inputs other
than quoted prices, and Level 3 are those that are derived from
valuation techniques using unobservable inputs.
As at 31 December 2009, all of the Group’s financial assets
that are stated at fair value are grouped in Level 1. The Group
does not carry financial liabilities at fair value.
There were no transfers between Level 1 and 2 in the year.

Presentation and Disclosure
Excerpts—Continuing Application
Author’s Note
IFRS 7 requires extensive disclosures about risk exposures, including market, currency, interest rate, liquidity, and credit risks. Each excerpt below includes the
only the parts of these disclosures that are relevant to
the financial asset or liability illustrated.
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Financial Assets—Accounts Receivable and
Accounts Receivable from Related Parties
8.56

Companie Cerveserias Unidas S.A. (Dec 2009)
CONSOLIDATED BALANCE SHEET (in part)

Assets
Current Assets
Accounts receivable—trade and other
Accounts receivable from related companies
Non-Current Assets
Accounts receivable from related companies

Note

As of
January 1, 2008
ThCh$

As of
December 31, 2008
ThCh$

As of
December 31, 2009
ThCh$

14
15

121,112,748
5,733,556

147,488,609
5,902,504

134,503,176
8,021,709

15

284,457

295,382

273,475

CONSOLIDATED STATEMENT OF CASH
FLOW (in part)

Notes
Net cash flows from
(used in) operational
activities
Amounts collected from
clients

For the Years Ended
as of December 31,
2008
2009
ThCh$
ThCh$

941,931,350

1,049,098,624

NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (in part)
Note 2. Summary of significant accounting policies
(in part)
2.6 Financial Instruments (in part)
Accounts receivable
They correspond to those financial assets with fixed or determinable payments that are not traded in an active market. The
trade receivable credits or accounts are recognized according
to the invoice value, recording the corresponding accordance
with there is objective evidence of payment risk by the client.
The estimated losses from bad debts are determined by
applying differentiated percentages, taking into account maturity factors, until reaching a 100% in most of the debts older
than 180 days, with the exception of those cases that in accordance with current policies, losses are estimated due to
partial deterioration based on a case by case analysis.
The current trade receivable credits and accounts are not
discounted. The Company has determined that the calculation of the amortized cost is not materiality different from the
invoiced amount, because the transaction does not have significant associated costs.

When there is objective evidence that a loss due to impairment has been incurred in the accounts receivable, the
loss amount is recognized in the Consolidated Statement of
Income, under the Administration Expense item.
The Company assesses impairment of accounts receivable
collectively, grouping the financial assets according to similar risk characteristics, which indicate the debtors’ capacity
to comply with their obligations under the conditions agreed
upon.
In the event that during a later term the impairment loss
amount decreases and such decrease may be objectively related to an event occurring after impairment recognition, the
impairment loss previously recognized is reversed.
Any later reversion of an impairment loss is recognized in
Income provided that the book value of the asset does not exceed its value as of the date the impairment was recognized.

Note 5. Risk Administration (in part)
Risk administration (in part)
The Company’s main risk exposure is related to the exchange
rates, interest rates, inflation and raw material prices (commodities), clients accounts receivable and liquidity. With the
purpose of administering the risk originated by such exposures, several financial instruments are used.
Exchange rate risk (in part)
As of December 31, 2009, the Company maintained in Chile
foreign currency obligations amounting to Ch$ 55,898 million,
mostly denominated in US dollars. Foreign currency obligations accruing variable interest (Ch$ 40,309 million) represent
18% of the total of such obligations. The remaining 82% is
denominated in inflation-indexed Chilean pesos (see inflation
risk section). The Ch$ 55,898 million foreign currency obligations include loans for US$ 70 million (Ch$ 35,526 million)
which are hedged by currency and interest rate hedge agreements, converting such debts in fixed interest rate inflationadjusted obligations in Chilean pesos. In addition, the Company maintains foreign currency assets for Ch$ 27,364 million
that mainly correspond to exports accounts receivable.

2.7 Financial asset impairment
At each financial statement date the Company assesses if a
financial asset or financial group of assets is impaired.

IFRS ATT 8.56

P1: PjU
ACPA166-08A

AICPA

AICPA-IFRS-ATT.cls

December 20, 2010

582

10:0

IFRS Accounting Trends & Techniques

Credit risk
The credit risk to which the Company is exposed is mainly
originated by a) the commercial accounts receivable maintained with retail clients, wholesale distributors and supermarket chains of domestic markets; b) accounts receivable
from exports; and c) financial facilities maintained with Banks
and financial institutions, such as sight deposits, mutual funds
investments, facilities acquired under resale commitment and
derivative financial facilities.
Domestic market
The credit risk related to commercial collectible accounts of
domestic markets is administered by the Loan and Collection Administration Officer, and it is monitored by the Loan
Committee of each business unit. The Company has a wide
client base that is subject to the policies, procedures and controls established by the Company. The loan limits are established for all clients on the basis of an internal qualification and
payment performance. The pending for payment commercial
accounts receivable are regularly monitored. In addition, the
Company acquires loan insurances covering 90% of the individually significant accounts receivable balances, a coverage
that as of December 31, 2009, amounts to 79% (77% as of
December 31, 2008) of the total accounts receivable.
Overdue but not impaired commercial accounts receivable
correspond to clients that show delays of less than 17.4 days.
As of December 31, 2009, the Company had approximately
145 clients (104 clients as of December 31, 2008) indebted in
over Ch$ 5 million each, that together represent approximately
86% of the total commercial accounts receivable. There were

36 clients (23 clients as of December 31, 2008) with balances
over $ 30 million each, representing approximately 71% (59%
in 2008) of the total accounts receivable. 85% of such accounts receivable are covered by the aforesaid loan insurance, or by mortgage guarantees.
Exports market
The loan risk related to accounts receivable for exports is administered by VSPT Head of Loan and Collection, and it is
monitored by VSPT Administration and Finance Officer. The
Company has a large client base, in over eighty countries,
which are subject to the policies, procedures and controls established by the Company. In addition, the Company acquires
loan insurance covering 89% of the individually significant accounts receivable, a coverage that as of December 31, 2009,
amounts to 66% (67% as of December 31, 2008) of the total
accounts receivable. Payment pending commercial accounts
receivable are regularly monitored. Apart from the loan insurance, the fact of having diversified sales in different countries
and in the main economically developed countries decreases
the loan risk.
Commercial accounts receivable overdue but not impaired
related to clients with delays of an average less than 15 days.
As of December 31, 2009, there were 65 clients (66 clients
as of December 31, 2008) indebted for over Ch$ 65 million
each, which represent 85% (85% as of December 31, 2008)
of the total accounts receivable.
The Company estimates that no loan risk provisions are
necessary in addition to the individual and collective provisions determined as of December 31, 2009. See analysis of
accounts receivable maturities and losses due to impairment
of accounts receivable (Note 14).
The Company has policies limiting the counterparty loan
risk exposure as regards financial institutions, and such exposures are frequently monitored. Consequently, the Company
does not have loan risk concentrations with financial institutions that should be considered significant as of December
31, 2009.

Note 6. Financial Instruments (in part)
Financial instruments categories (in part)
The following are the book values of each financial instrument
category at the closing of each period:
As of January 1, 2008
Current
Non Current
ThCh$
ThCh$
Accounts Receivable—trade and
other (net)
Accounts receivable from related
companies

IFRS ATT 8.56

As of December 31, 2008
Current
Non Current
ThCh$
ThCh$

As of December 31, 2009
Current
Non Current
ThCh$
ThCh$

121,112,748

—

147,488,609

—

134,503,176

—

5,733,556

284,457

5,902,504

295,382

8,021,709

273,475
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Financial instruments fair value
The following tables show the fair values, based on the financial instrument categories, as compared to the book value
included in the consolidated statements of financial position:
a) Composition of financial assets and liabilities (in part):
As of January 1, 2008
Book Value
Fair Value
ThCh$
ThCh$
Accounts receivable—trade and
other (net)
Accounts receivable from related
companies

As of December 31, 2008
Book Value
Fair Value
ThCh$
ThCh$

As of December 31, 2009
Book Value
Fair Value
ThCh$
ThCh$

121,112,748

121,112,748

147,488,609

147,488,609

134,503,176

134,503,176

6,018,013

6,018,013

6,197,886

6,197,886

8,295,184

8,295,184

The book value of current accounts receivable, cash and cash
equivalent and other financial assets and liabilities approximate fair value due to the short-term nature of such facilities,
and in the case of accounts receivable, due to the fact that
any collection loss is already reflected in the impairment loss
provisions.
b) Financial instruments as per category (in part):

As of December 31, 2009
Assets
Trade and other accounts receivable
Accounts receivable from related companies

Fair Value
With Changes
in Income
ThCh$

Hedge
Derivatives
ThCh$

Other
Derivatives
ThCh$

Total
ThCh$

—

134,503,176
8,295,184

—
—

134,503,176
8,295,184

Note 14. Accounts receivables—Trade and other
The accounts receivable trade and other balances were as
follows:

Accounts receivable
Beer Chile
Beer Argentina
Non alcoholic
Wine
Spirits
Others
Other accounts receivable
Impairment loss estimate
Total

As of
January 1, 2008
ThCh$

As of
December 31, 2008
ThCh$

As of
December 31, 2009
ThCh$

28,562,393
9,297,855
23,202,339
24,038,737
8,558,611
12,885,976
18,166,250
(3,599,413)
121,112,748

25,725,758
16,288,433
20,816,163
36,083,948
7,403,789
25,286,593
20,383,440
(4,499,515)
147,488,609

27,731,135
13,206,733
21,687,909
32,881,403
7,903,018
25,782,161
9,222,374
(3,911,557)
134,503,176
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The Company’s accounts receivable are denominated in the
following currencies:

Chilean peso
Argentine peso
US Dollar
Euro
Other Currencies
Total

As of
January 1, 2008
ThCh$
93,098,541
10,427,850
14,890,937
1,513,213
1,182,207
121,112,748

As of
December 31, 2008
ThCh$
105,414,476
17,537,045
18,285,785
4,772,407
1,478,896
147,488,609

As of
December 31, 2009
ThCh$
96,818,174
14,977,301
13,433,986
6,248,625
3,025,090
134,503,176

The detail of the accounts receivable maturities as of December 31, 2009, is as follows:

Accounts receivables
Beer Chile
Beer Argentina
Non alcoholic
Wine
Spirits
Others (1)
Other accounts receivable
Subtotal
Impairment loss estimate
Total

Total

Valid Balances

0 to 3 Months

27,731,135
13,206,733
21,687,909
32,881,403
7,903,018
25,782,161
9,222,374
138,414,733
(3,911,557)
134,503,176

24,259,239
9,831,714
18,188,375
25,285,734
7,067,229
21,686,112
9,182,763
115,501,166
—
115,501,166

2,523,448
1,207,719
2,449,439
6,274,908
534,252
2,832,903
3,526
15,826,195
(199,833)
15,626,362

The Company markets its products through retail, wholesale
clients, chains and supermarkets.
As of December 31, 2009, the accounts receivable from
the three most important supermarket chains in Chile and Argentina represent 35.5% of the total accounts receivable. As
indicated in the Risk Management note (Note 5), for Credit
Risk purposes, the Company acquires credit insurance policies to cover approximately 90% of the accounts receivable
balances. For this reason, management estimates that it does
not require establishing allowances for further deterioration,
in addition to those already constituted based on an aging
analysis of these balances.
Regarding amounts aged more than 6 months and for which
no allowances have been constituted, they correspond mainly
to amounts already covered by the credit insurance policies.
In addition, there are amounts overdue in this range for
which, in accordance with current policies are only partially
provided for based on an individual case by case analysis.
The movement of the impairment losses provision for accounts receivable is as follows:
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Balance at the beginning
Impairment estimate for
accounts receivable
Uncollectible accounts
Estimates resulting from
business combinations
Effect of translation into
presentation currency
Final balance

Overdue Balances
3 to 6 Month
200,877
715,685
161,697
246,190
39,156
371,071
36,085
1,770,761
(358,661)
1,412,100

6 to 12 Month
747,571
1,451,616
888,398
1,074,571
262,381
892,075
0
5,316,612
(3,353,063)
1,963,549

As of
December 31, 2008
ThCh$
3,599,413

As of
December 31, 2009
ThCh$
4,499,515

400,155
(490,076)

722,545
(771,784)

827,000

(225,354)

163,023
4,499,515

(313,365)
3,911,557

Note 15. Accounts and transactions with related
companies (in part)
Accounts receivable from related companies
The current trade accounts with related companies are presented according to the following detail, valued according to
the terms defined in the current trade account agreements
subscribed, if any.
The detail of the accounts receivable and payable from related companies as of January 1, 2008, December 31, 2008
and 2009 is as follows:
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Accounts receivable form related parties
Current:

Rut
0-E

Ref.
(3)

0-E

Company
Anheuser Busch
International, Inc
Heineken Supply Chain

0-E
0-E

Latinc Erm Ex
Heineken International

(3)
(3)

0-E

(3)

91021000-9

Heineken Brouw
Erijen B.V.
Heineken Nederland
Supply
Promarca S.A.
Cerveceria Kunstmann
Limitada
Comer Cial Patagona
Ltda.
Comer Cial Patagona
Ltda.
Sociedad Agricola Y
Ganadera Rio Negro
Ltda.
Coop.Agr. Control
Pisquero De Elqui Y
Limari Ltda.
Terciado Y Eleboraci De
Mader As S.A.
Cia. Agricola Y
Forestal El Alamo
Ltda.
Cia. Chilen A De
Fosforos S.A.
Madeco S.A.

91705000-7

Quiñeco S.A.

(1)

96427000-7
96919980-7
97004000-5

Inversiones Y Renta S.A.
Cervecerı́a Austral S.A.
Banco De Chile

(1)
(1)
(1)

99531920-9

Viña Valles De Chile
S.A.
Foods Compañı́a De
Alimentos Ccu S.A.
Foods Compañı́a De
Alimentos Ccu S.A.
Foods Compañı́a De
Alimentos Ccu S.A.
Foods Compañı́a De
Alimentos Ccu S.A.
Foods Compañı́a De
Alimentos Ccu S.A.
Foods Compañı́a De
Alimentos Ccu S.A.
Cı́a Cervecera Del
Trópico

0-E
76736010-K
77051330-8
77755610-K
77755610-K
79903690-4
81805700-8
81981500-3
84833100-7
90081000-8

99542980-2
99542980-2
99542980-2
99542980-2
99542980-2
99542980-2
0-E

As of
January 1,
2008
ThCh$
1,123,974

As of
December
31, 2008
ThCh$
2,486,394

As of
December
31, 2009
ThCh$
1,646,535

Relationship
Subsidiary
Shareholder
Parent Company
Related
Subsidiary Related
Parent Company
Related
Parent Company
Related
Parent Company
Related
Joint Venture
Subsidiary
Shareholder
Subsidiary of Joint
Venture
Subsidiary of Joint
Venture
Parent Company
Related

Transaction
Sale of Products

Currency
USD

Sale of Products

EURO

3,792

—

98,541

Sale of Products
Sale of Products

USD
EURO

746
94,903

—
—

—
580

Sale of Products

EURO

—

—

258,181

Sale of Products

EURO

—

—

78,167

Licen Se
Sale of Products

Ch$
Ch$

439,195
35,455

301,861
46,625

832,569
129,454

Sale of Products

Ch$

62,724

163,657

136,917

Crane Lease

Ch$

—

—

679

Sale of Products

Ch$

12,210

10,822

12,686

(4)

Subsidiary
Shareholder

Purchase Advance

Ch$

39,751

39,500

37,752

(1)

Parent Company
Related
Parent Company
Related

Sale of Products

Ch$

—

2,859

452

Sale of Products

Ch$

—

1,613

—

Sale of Products

Ch$

—

—

66,390

Sale of Products

Ch$

—

269

575

Sale of Products

Ch$

—

431

1,222

Sale of Products
Sale of Products
Sale of Products

Ch$
Ch$
Ch$

—
46,990
7,746

5,287
65,206
31,303

5,287
242,440
9,392

(1)

Subsidiary
Shareholder
Parent Company
Related
Parent Company
Shareholder
Parent Company
Joint Venture
Parent Company
Shareholder
Joint Venture

Sale of Products

Ch$

75,838

89,991

142,482

(1)

Joint Venture

Sale of Products

Ch$

153,570

386,838

154,086

(2)

Joint Venture

Inter Est

Ch$

—

—

20,205

(1)

Joint Venture

Rebate

Ch$

—

280,639

—

(2)

Joint Venture

Deliveries Paid

Ch$

3,636,662

1,789,209

3,584,978

(1)

Joint Venture

Ch$

—

200,000

307,683

(1)

Joint Venture

Transportation
Services
Sales Services

Ch$

—

—

139,290

(3)

Subsidiary Related

Sale of Products

USD

—

—

115,166

(3)

(3)
(1)
(1)
(1)
(1)
(1)

(1)
(1)
(1)
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Non Current:

Rut
81805700-8

Company
Coop.Agr. Control
Pisquero De Elqui Y
Limari Ltda.

Ref.
(4)

Relationship
Subsidiary
Shareholder

Transaction
Purchase Advance

Currency
Ch$

Total

Financial Assets—Loans Receivable,
Available for Sale

As of
January 1,
2008
ThCh$
284,457

As of
December
31, 2008
ThCh$
295,382

As of
December
31, 2009
ThCh$
273,475

284,457

295,382

273,475

CONSOLIDATED STATEMENTS OF CASH FLOWS
(in part)

8.57

Nokia Corporation (Dec 2009)
Notes

CONSOLIDATED STATEMENTS OF
COMPREHENSIVE INCOME (in part)

Notes
Profit
Other comprehensive
income
Available-for-sale
investments

Financial Year Ended
December 31
2009
2008
2007
EURm
EURm
EURm
260
3,889
6,746

20

48

(15)

49

Cash flow from investing
activities
Purchase of current
available-for-sale
investments, liquid
assets
Purchase of non-current
available-for-sale
investments

Financial Year Ended
December 31
2009
2008
2007
EURm
EURm
EURm

(2,800)

(669)

(4,798)

(95)

(121)

(126)

NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (in part)
Note 1. Accounting principles (in part)

CONSOLIDATED STATEMENTS OF FINANCIAL
POSITION (in part)

Notes
Assets
Non-current assets
Available-for-sale investments
Current assets
Available-for-sale investments,
liquid assets
Available-for-sale investments,
cash equivalents

IFRS ATT 8.57

Financial assets (in part)

December 31
2009
2008
EURm
EURm

The Group has classified its financial assets as one of the following categories: available-for-sale investments, loans and
receivables, financial assets at fair value through profit or loss
and bank and cash.
Available-for-sale investments

15

554

512

15,33

2,367

1,272

15,33

4,784

3,842

The Group classifies the following investments as availablefor-sale based on the purpose for acquiring the investments as
well as ongoing intentions: (1) highly liquid, interest-bearing
investments with maturities at acquisition of less than 3
months, which are classified in the balance sheet as current
available-for-sale investments, cash equivalents, (2) similar
types of investments as in category (1), but with maturities at
acquisition of longer than 3 months, classified in the balance
sheet as current available-for-sale investments, liquid assets,
(3) investments in technology related publicly quoted equity
shares, or unlisted private equity shares and unlisted funds,
classified in the balance sheet as non-current available-forsale investments.
Current fixed income and money-market investments are
fair valued by using quoted market rates, discounted cash flow
analyses and other appropriate valuation models at the balance sheet date. Investments in publicly quoted equity shares
are measured at fair value using exchange quoted bid prices.
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Other available-for-sale investments carried at fair value include holdings in unlisted shares. Fair value is estimated by
using various factors, including, but not limited to: (1) the current market value of similar instruments, (2) prices established
from a recent arm’s length financing transaction of the target
companies, (3) analysis of market prospects and operating
performance of the target companies taking into consideration the public market of comparable companies in similar industry sectors. The remaining available-for-sale investments
are carried at cost less impairment, which are technology related investments in private equity shares and unlisted funds
for which the fair value cannot be measured reliably due to
non-existence of public markets or reliable valuation methods against which to value these assets. The investment and
disposal decisions on these investments are business driven.
All purchases and sales of investments are recorded on
the trade date, which is the date that the Group commits to
purchase or sell the asset.
The fair value changes of available-for-sale investments are
recognized in fair value and other reserves as part of shareholders’ equity, with the exception of interest calculated using effective interest method and foreign exchange gains and
losses on monetary assets, which are recognized directly in
profit and loss. Dividends on available-for-sale equity instruments are recognized in profit and loss when the Group’s
right to receive payment is established. When the investment
is disposed of, the related accumulated fair value changes are
released from shareholders’ equity and recognized in the income statement. The weighted average method is used when
determining the cost-basis of publicly listed equities being disposed of. FIFO (First-in First-out) method is used to determine
the cost basis of fixed income securities being disposed of.
An impairment is recorded when the carrying amount of an
available-for-sale investment is greater than the estimated fair
value and there is objective evidence that the asset is impaired
including but not limited to counterparty default and other factors causing a reduction in value that can be considered permanent. The cumulative net loss relating to that investment
is removed from equity and recognized in the income statement for the period. If, in a subsequent period, the fair value
of the investment in a non-equity instrument increases and

the increase can be objectively related to an event occurring
after the loss was recognized, the loss is reversed, with the
amount of the reversal included in the income statement.

Note 7. Impairment (in part)

Available-for-sale investments

2009
EURm
25

2008
EURm
43

2007
EURm
29

Available-for-sale investments
The Group’s investment in certain equity securities held as
non-current available-for-sale suffered a permanent decline in
fair value resulting in an impairment charge of EUR 25 million
in 2009 (EUR 43 million in 2008, EUR 29 million in 2007).

Note 10. Financial income and expenses (in part)
2009
Dividend income on
available-for-sale financial
investments
Interest income on
available-for-sale financial
investments
Net realised gains (or losses)
on disposal of fixed income
available-for-sale Income
from financial investments

2008
EURm

2007

3

1

—

101

357

355

2

(4)

(17)

During 2008, interest expense has increased significantly
due to increase in interest-bearing liabilities mainly related
to NAVTEQ acquisition. Foreign exchange gains (or losses)
have increased due to higher cost of hedging and increased
volatility on the foreign exchange market. During 2009, interest income has decreased significantly due to lower interest
rates and interest expense has increased given higher longterm funding with higher cost.

Note 15. Fair value of financial instruments (in part)

At December 31, 2009
Available-for-sale
investments in publicly
quoted equity shares
Other available-for-sale
investments carried at
fair value
Other available-for-sale
investments carried at
cost less impairment

Current
Available-forSale Financial
Assets
EURm

Non-Current
Available-forSale Financial
Assets
EURm

Financial
Instruments at
Fair Value
Through Profit
or Loss
EURm

Loans and
Receivables
Measured at
Amortised
Cost
EURm

Financial
Liabilities
Measured at
Amortised
Cost
EURm

Total Carrying
Amounts
EURm

Fair Value
EURm

8

8

8

257

257

257

258

258

258

IFRS ATT 8.57
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The current fixed income and money market investments included available-for-sale liquid assets of EUR 2,367 million
(EUR 1,272 million in 2008) and cash equivalents of EUR
4,784 million (EUR 3,842 million in 2008). See Note 33, section Financial Credit Risk, for details on fixed income and
money-market investments.
In the tables above fair value is set to carrying amount for
other available-for-sale investments carried at cost less impairment for which no reliable fair value has been possible to
estimate.
The fair value of loan receivables and payables is estimated
based on the current market values of similar instruments.
Fair value is estimated to be equal to the carrying amount
for short-term financial assets and financial liabilities due to
limited credit risk and short time to maturity.
The following table presents the valuation methods used to
determine fair values of financial instruments carried at fair
value:

At December 31, 2009
Available-for-sale investments in publicly quoted equity shares
Other available-for-sale investments carried at fair value

Instruments with
Quoted Prices in
Active Markets
(Level 1)
EURm
8
—

Level 1 category includes financial assets and liabilities that
are measured in whole or in significant part by reference to
published quotes in an active market. A financial instrument
is regarded as quoted in an active market if quoted prices are
readily and regularly available from an exchange, dealer, broker, industry group, pricing service or regulatory agency and
those prices represent actual and regularly occurring market
transactions on an arm’s length basis. This category includes
listed bonds and other securities, listed shares and exchange
traded derivatives.
Level 2 category includes financial assets and liabilities
measured using a valuation technique based on assumptions
that are supported by prices from observable current market
transactions. These include assets and liabilities for which
pricing is obtained via pricing services, but where prices have
not been determined in an active market, financial assets with
fair values based on broker quotes and assets that are valued using the Group’s own valuation models whereby the
material assumptions are market observable. The majority of
Group’s over-the-counter derivatives and several other instruments not traded in active markets fall within this category.
Level 3 category includes financial assets and liabilities
measured using valuation techniques based on non market
observable inputs. This means that fair values are determined
in whole or in part using a valuation model based on assumptions that are neither supported by prices from observable
current market transactions in the same instrument nor are

IFRS ATT 8.57

Valuation
Technique using
Observable Data
(Level 2)
EURm
—
15

Valuation
Technique using
Non-Observable Data
(Level 3)
EURm
—
242

Total
EURm
8
257

they based on available market data. However, the fair value
measurement objective remains the same, that is, to estimate
an exit price from the perspective of the Group. The main asset classes in this category are unlisted equity investments
as well as unlisted funds.
The following table shows a reconciliation of the opening
and closing recorded amount of Level 3 financial assets and
liabilities which are measured at fair value:

EURm
Balance at December 31, 2008
Total gains/(losses) in income statement
Total gains/(losses) recorded in other
comprehensive income
Purchases
Sales
Transfer from level 1 and 2
At December 31, 2009

Other Available-for-Sale
Investments Carried at
Fair Value
214
(30)
15
45
(2)
—
242

The gains and losses from Level 3 financial instruments are
included in the line other operating expenses of the profit and
loss for the period. A net loss of EUR 14 million related to
Level 3 financial instruments held at December 31, 2009, was
included in the profit and loss during 2009.
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Note 20. Fair value and other reserves (in part)
Available-for-Sale
Investments, EURm

Hedging Reserve, EURm
Balance at December 31, 2008
Available-for-sale Investments:
Net fair value gains/(losses)
Transfer to profit and loss account on
impairment
Transfer of net fair value (gains)/losses to
profit and loss account on disposal
Movements attributable to minority interests
Balance at December 31, 2009

Total, EURm

Gross
101

Tax
(20)

Net
81

Gross
(29)

Tax
10

Net
(19)

Gross
72

Tax
(10)

Net
62

—

—

—

36

(4)

32

36

(4)

32

—

—

—

14

—

14

14

—

14

—
(65)
61

—
16
(15)

—
(49)
46

(2)
(2)
17

—
—
6

(2)
(2)
23

(2)
(67)
78

—
16
(9)

(2)
(51)
69

The presentation of the “Fair value and other reserves” footnote has been changed to correspond with the presentation
of the Statement of Comprehensive Income.
All of the net fair value gains or losses recorded in the fair
value and other reserve at December 31, 2009 on open forward foreign exchange contracts which hedge anticipated future foreign currency sales or purchases are transferred from
the Hedging Reserve to the profit and loss account when the
forecasted foreign currency cash flows occur, at various dates
up to approximately 1 year from the balance sheet date.

Note 28. Commitments and contingencies (in part)
Assets pledged for the Group’s own commitments include
available-for-sale investments of EUR 10 million in 2009 (EUR
10 million of available-for-sale investments in 2008).

2008
EURm

As at June 30,
US Dollar
Figures in Million
Assets
Non-current assets
Restricted investments
Investment in financial assets

Note

2009

2008

20
21

212
7

188
9

CONSOLIDATED CASH FLOW STATEMENTS
(in part)

Note 31. Notes to cash flow statements (in part)
2009
EURm

CONSOLIDATED BALANCE SHEETS (in part)

2007
EURm

For the years ended June 30,
US Dollar

Adjustments for:
(Profit)/loss on sale of property,
plant and equipment and
available-for-sale investments

(111)

(11)

(1,864)

Financial Assets—Held to Maturity
8.58

Harmony Gold Mining Co Ltd (Jun 2009)
CONSOLIDATED INCOME STATEMENTS (in part)

Figures in Million
Cash flow from operating
activities
Cash generated by
operations
Interest received
Cash flow from investing
activities
Net increase in amounts
invested in environmental
trusts
Acquisition of other
non-current investments

Notes

2009

2008

2007

33

319
51

268
38

164
25

—

(11)

(2)

(4)

(11)

(5)

For the years ended June 30,
US Dollar
Figures in Million
Operating profit
Loss on sale of listed
investments
Investment income

Note
8

2009
214

2008
103

2007
82

11
12

—
49

(63)
39

(5)
27
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NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (in part)
Note 2. Accounting policies (in part)
2.9 Financial instruments
Financial instruments are initially measured at fair value when
the Group becomes a party to their contractual arrangements.
Transaction costs are included in the initial measurement of
financial instruments, with the exception of financial instruments classified as at fair value through profit or loss. The subsequent measurement of financial instruments is discussed
below.
A financial asset is derecognized when the right to receive
cash flows from the asset has expired or the Group has transferred its rights to receive cash and either (a) has transferred
substantially all the risks and rewards of the asset, or (b) has
neither transferred nor retained substantially all the risks and
rewards of the asset, but has transferred control of the assets.
On derecognition of a financial asset, the difference between the carrying amount and the sum of the consideration
received and any cumulative gain or loss recognized in equity
is recognized in profit or loss.
Financial assets
The Group classifies its financial assets in the following categories: loans and receivables, available-for-sale, held-tomaturity and at fair value through profit or loss. The classification depends on the purpose for which the financial assets
were acquired. Management determines the classification of
its financial assets at initial recognition.
Purchases and sales of financial assets are recognized on
trade-date, the date on which the Group commits to purchase
or sell the asset.
(iii) Held-to-maturity investments are non-derivative financial assets with fixed or determinable payments and fixed
maturities that the Group’s management has the positive intention and ability to hold to maturity. The Group’s held-tomaturity investments are subsequently measured at amortized cost using the effective interest method.
The restricted investments held by the trust funds (refer
note 20) are classified as held-to-maturity investments.

Note 4. Financial risk management (in part)
The Group’s financial instruments expose it to a variety of financial risks: market risk (including currency risk, fair value
interest rate risk, cash flow interest rate risk and other price
risk), credit risk and liquidity risk. The Group may use derivative financial instruments to hedge certain risk exposures.

IFRS ATT 8.58

The Group’s financial instruments are set out below:
Held-to-Maturity
Investments

Figures in US Dollar Million
At June 30, 2009:
Restricted investments

212

Note 12. Investment income (in part)
US Dollar
Figures in Million
Interest received
Held-to-maturity investments

2009
49
19

2008
34
18

2007
24
14

Note 20. Restricted investments
US Dollar
Figures in Million
Held-to-maturity financial assets
Investments held by Environmental Trust
Funds(a)
Investments held by Social Trust Fund(b)
Disposal groups classified as held-for-sale
Total restricted investments
(a)

2009

2008

207
5
212
—
212

206
5
211
(23)
188

The environmental trust funds are irrevocable trusts under the
Group’s control. Contributions to the trust are invested in interestbearing short-term investments. The costs of these investments
approximate their fair value. These investments provide for the
estimated cost of rehabilitation during and at the end of the life
of the Group’s mines. Income earned on the investments are restricted in use and may only be used to fund the Group’s approved rehabilitation costs.

US Dollar
Figures in Million
Reconciliation of the movement in the
Environmental Trust Funds:
Balance at beginning of year
Interest income
Disposal of business
Contributions made
Translation
Disposal groups classified as held-for-sale
Balance at end of year

2009

2008

206
21
(20)
—
—
207
—
207

198
21
(4)
11
(20)
206
(23)
183
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Financial Assets and Financial
Liabilities—Held for Trading, Designated at
Fair Value through Profit or Loss, Reclassified
from Held for Trading to Loans and
Receivables
8.59

UBS AG (Dec 2009)
INCOME STATEMENT (in part)

CHF Million
Continuing Operations
Interest income
Interest expense
Net interest income
Credit loss (expense)/recovery
Net interest income after credit loss expense
Net fee and commission income
Net trading income
Other income
Total operating income

31.12.09
23,461
(17,016)
6,446
(1,832)
4,614
17,712
(324)
599
22,601

For the Year Ended
31.12.08

31.12.07

65,679
(59,687)
5,992
(2,996)
2,996
22,929
(25,820)
692
796

109,112
(103,775)
5,337
(238)
5,099
30,634
(8,353)
4,341
31,721

% Change From
31.12.08
(64)
(71)
8
(39)
54
(23)
99
(13)

BALANCE SHEET (in part)
CHF Million
Assets
Trading portfolio assets
Trading portfolio assets pledged as collateral
Financial assets designated at fair value

31.12.09

31.12.08

% Change From
31.12.08

188,037
44,221
10,223

271,838
40,216
12,882

(31)
10
(21)

31.12.09

For the Year Ended
31.12.08

STATEMENT OF CASH FLOWS (in part)

CHF Million
Cash flow from/(used in) operating activities
Net profit
Adjustments to reconcile net profit to cash flow from/(used in)
operating activities
Non-cash items included in net profit and other adjustments:
Credit loss expense/(recovery)
Trading portfolio, net replacement values and financial assets
designated at fair value

31.12.07

(2,125)

(20,724)

(4,708)

1,832

2,996

238

11,118

350,099

60,729
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NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (in part)

put options, acquiring call options, or specific types of swaps
linked to the performance of the asset.

Note 1. Summary of significant accounting policies
(in part)

6) Determination of fair value

a) Significant accounting policies (in part)
1) Basis of accounting
UBS AG and subsidiaries (“UBS” or the “group”) provide a
broad range of financial services including advisory services,
underwriting, financing, market making, asset management
and brokerage on a global level, and retail banking in Switzerland. The Group was formed on 29 June 1998 when Swiss
Bank Corporation and Union Bank of Switzerland merged.
The merger was accounted for using the uniting of interests
method of accounting.
The consolidated financial statements of UBS (the “Financial Statements”) are prepared in accordance with International Financial Reporting Standards (IFRS), as issued by the
International Accounting Standards Board (IASB), and stated
in Swiss francs (CHF), the currency of Switzerland where UBS
AG is incorporated. On 4 March 2010, the Board of Directors
approved them for issue.
Disclosures under IFRS 7 Financial Instruments: Disclosures about the nature and extent of risks and capital disclosures under IAS 1 Presentation of Financial Statements have
been included in the audited parts of the “Risk and treasury
management” section. Several IFRS 7 credit risk related disclosures are provided in Note 29c and several market risk
related disclosures are provided in Note 27c.
5) Recognition and derecognition of financial instruments
(in part)
UBS recognizes financial instruments on its balance sheet
when the Group becomes a party to the contractual provisions
of the instrument.
Financial assets
UBS enters into transactions where it transfers financial assets recognized on its balance sheet but retains either all risks
and rewards of the transferred financial assets or a portion of
them. If all or substantially all risks and rewards are retained,
the transferred financial assets are not derecognized from the
balance sheet. Transfers of financial assets with retention of
all or substantially all risks and rewards include, for example,
securities lending and repurchase transactions described in
this Note under parts 13) and 14). They further include transactions where financial assets are sold to a third party with a
concurrent total rate of return swap on the transferred assets
to retain all their risks and rewards. These types of transactions are accounted for as secured financing transactions.
In transactions where substantially all of the risks and rewards of ownership of a financial asset are neither retained
nor transferred, UBS derecognizes the financial asset if control over the asset is lost. The rights and obligations retained
in the transfer are recognized separately as assets and liabilities as appropriate. In transfers where control over the
financial asset is retained, the Group continues to recognize
the asset to the extent of its continuing involvement, determined by the extent to which it is exposed to changes in the
value of the transferred asset. Examples of such transactions
are transfers of financial assets involving guarantees, writing

IFRS ATT 8.59

The fair value principles applied when determining fair value
are considered significant accounting policies. Fair value is
the amount for which an asset could be exchanged or a liability settled between knowledgeable, willing parties in an arm’s
length transaction. Details of the determination of fair value
of financial instruments, fair value hierarchy, valuation techniques and inputs by products, day 1 profit or loss and other
related fair value disclosures are disclosed in Note 27.
7) Trading portfolio assets and liabilities
Trading portfolio assets consist of debt instruments (including those in the form of securities, money market paper,
traded corporate and bank loans), equity instruments (including those in the form of securities), assets held under unitlinked contracts and precious metals and other commodities
owned by the Group (“long” positions). Trading portfolio liabilities consist of obligations to deliver financial instruments
such as debt and equity instruments which the Group has
sold to third parties but does not own (“short” positions). The
trading portfolio includes non-derivative financial instruments
(including those with embedded derivatives) and commodities. Financial instruments which are considered derivatives
in their entirety are generally presented on the balance sheet
as Positive and Negative replacement values, refer to part
15). UBS’s trading portfolio assets and liabilities (refer to Note
11) include proprietary positions, hedge positions and client
business-related positions (provided the recognition criteria
mentioned in part 5) are satisfied).
The trading portfolio is carried at fair value. Gains and
losses realized on disposal or redemption and unrealized
gains and losses from changes in the fair value of trading
portfolio assets and liabilities are reported as Net trading income. Interest and dividend income and expense on trading
portfolio assets or liabilities are included in Interest and dividend income or Interest and dividend expense.
An acquired non-derivative financial asset or liability is classified at acquisition as held for trading and presented in the
trading portfolio if it is (a) acquired or incurred principally for
the purpose of selling or repurchasing it in the near term; or
(b) part of a portfolio of identified financial instruments that
are managed together and for which there is evidence of a
recent actual pattern of short-term profit-taking.
The Group uses settlement date accounting when recording trading financial asset transactions. From the date the purchase transaction is entered into (trade date), UBS recognizes
any unrealized profits and losses arising from revaluing that
contract to fair value in Net trading income. The corresponding receivable or payable is presented on the balance sheet
as a Positive or Negative replacement value. When the transaction is consummated (settlement date), a resulting financial
asset is recognized on the balance sheet at the fair value of
the consideration given or received plus or minus the change
in fair value of the contract since the trade date. When the
Group becomes party to a sales contract of a financial asset
classified in its trading portfolio, unrealized profits and losses
are no longer recognized from the date the sales transaction
is entered into (trade date) and it derecognizes the asset on
the day of its transfer (settlement date).
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Trading portfolio assets transferred to external parties that
do not qualify for derecognition (see part 5)) are reclassified
on UBS’s balance sheet from Trading portfolio assets to Trading portfolio assets pledged as collateral, if the transferee has
received the right to sell or repledge them.
Following an amendment to IAS 39 in 2008 (refer to Note
1b and Note 29b), subject to certain conditions being met, financial assets may be reclassified from the “Held for trading”
category to the “Loans and receivables” category if the firm
has the intent and ability to hold them for the foreseeable future or until maturity. UBS applied this option in fourth quarter
2008 and first quarter 2009 and reclassified several illiquid
financial assets (such as purchased asset-backed securities,
including mortgage-backed securities (MBS), originated by
third parties) to the category “loans and receivables”, as a
result of which these instruments to be no longer fair valued
through profit or loss but rather accounted for at amortized
cost less impairment.
8) Financial assets and Financial liabilities designated
at fair value through profit or loss (“Fair Value Option”)
A financial instrument may only be designated at fair value
through profit or loss at inception and this designation cannot subsequently be changed. Financial assets (refer to Note
12) and financial liabilities (refer to Note 19) designated at
fair value are presented in separate lines on the face of the
balance sheet.
The conditions for applying the fair value option are met
when
a) they are hybrid instruments which consist of a debt host
and an embedded derivative component, or
b) they are items that are part of a portfolio which is risk
managed on a fair value basis and reported to senior
management on that basis, or
c) The application of the fair value option reduces or eliminates an accounting mismatch that would otherwise
arise.
Hybrid instruments which fall under criterion a) above include i) bonds and compound debt liabilities issued, ii) compound debt liabilities—OTC, and iii) hybrid financial assets
from reverse repurchase agreements. Bonds and compound
debt liabilities issued and OTC generally include embedded derivative components which, for example, refer to an
underlying equity price, interest rate, commodities price or
index.
UBS has designated most of its issued hybrid debt instruments as Financial liabilities designated at fair value through
profit or loss. These instruments include predominantly the
following categories of underlyings:
• Credit-linked: bonds, notes linked to the performance
(coupon and/or redemption amount) of single names
(such as a company or a country) or a basket of reference entities.
• Equity-linked: bonds, notes that are linked to a single
stock, a basket of stocks or an equity index.
• Rates-linked: bonds, notes linked to a reference interest
rate, interest rate spread or formula.
Besides hybrid instruments, the fair value option is also applied to certain loans and loan commitments which are substantially hedged with credit derivatives. The application of the
fair value option to these instruments reduces an accounting
mismatch, as loans would have been otherwise accounted
for at amortized cost or as financial investments available-forsale (refer to part 9)), whereas the hedging credit protection is

accounted for as a derivative instrument at fair value through
profit or loss.
UBS has also applied the fair value option to a hedge
fund investment and structured reverse repurchase agreement which are part of portfolios managed on a fair value
basis. Fair value changes related to financial instruments designated at fair value through profit or loss are recognized in
Net trading income.
Interest income and interest expense on financial assets
and liabilities designated at fair value through profit or loss are
included in Interest income on financial assets designated at
fair value or Interest on financial liabilities designated at fair
value. Refer to Note 3.
UBS applies the same recognition and derecognition principles to financial instruments designated at fair value as to
financial instruments held for trading (refer to parts 5) and 7)).
b) Changes in accounting policies, comparability and other
adjustments (in part)
Effective 2009 (in part)
IFRS 7 (revised) Financial Instruments: Disclosures
This standard was revised in March 2009 when the International Accounting Standards Board (IASB) published the
amendment “Improving Disclosures about Financial Instruments”. Effective 1 January 2009, the amendment requires
enhanced disclosures about fair value measurements and liquidity risk.
The enhanced fair value measurement disclosure requirements include: a fair value hierarchy (i.e. categorization of all
financial instruments into levels 1, 2 and 3 based on the relevant definitions); significant transfers between level 1 and
level 2; reconciliation of level 3 instruments at the beginning of the period to the ending balance (level 3 movement
table); level 3 profit or loss for positions still held at balance
sheet date; and sensitivity information for the total position of
level 3 instruments and the basis for the calculation of such
information.
The amended liquidity risk disclosure requirements largely
confirm the previous rules for providing maturity information
for non-derivative financial liabilities, but amend the rules for
providing maturity information for derivative financial liabilities.
Reassessment of Embedded Derivatives
The International Financial Reporting Interpretations Committee (IFRIC) issued in March 2009 the supplement Embedded Derivatives: Amendments to IFRIC 9 and IAS 39.
This guidance amends IFRIC 9 Reassessment of Embedded
Derivatives, and IAS 39 Financial Instruments: Recognition
and Measurement. The amendments clarify that on reclassification of a financial asset out of the “Held for trading” category,
all embedded derivatives have to be assessed and, if necessary, separately accounted for in the financial statements. The
application of this guidance did not materially impact UBS’s
financial statements.
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Note 3. Net interest and trading income
Accounting standards require separate disclosure of “Net interest income” and “Net trading income” (see the tables on
this and the next page). This required disclosure, however,
does not take into account that net interest and trading income are generated by a range of different businesses. In
many cases, a particular business can generate both net interest and trading income. Fixed income trading activity, for
example, generates both trading profits and coupon income.

UBS considers it to be more meaningful to analyze net interest and trading income according to the businesses that drive
it. The second table below (“Breakdown by businesses”) provides information that corresponds to this view: “Net income
from trading businesses” includes both interest and trading
income generated by the Investment Bank, including its lending activities, and trading income generated by the other
business divisions; “Net income from interest margin businesses” comprises interest income from the loan portfolios of
Wealth Management & Swiss Bank and Wealth Management
Americas; “Net income from treasury activities and other”
reflects all income from the Group’s centralized treasury
function.
For the Year Ended

CHF Million
Net Interest and Trading Income
Net interest income
Net trading income
Total net interest and trading income
Breakdown by businesses
Net income from trading businesses(1)
Net income from interest margin businesses
Net income from treasury activities and other
Total net interest and trading income
Net interest income(2)
Interest income
Interest earned on loans and advances(3)
Interest earned on securities borrowed and reverse
repurchase agreements
Interest and dividend income from trading portfolio
Interest income on financial assets designated at fair value
Interest and dividend income from financial investments
available-for-sale
Total
Interest Expense
Interest on amounts due to banks and customers
Interest on securities lent and repurchase agreements
Interest and dividend expense from trading portfolio
Interest on financial liabilities designated at fair value
Interest on debt issued
Total
Net interest income
(1)
(2)
(3)

% Change From

31.12.09

31.12.08

31.12.07

31.12.08

6,446
(324)
6,122

5,992
(25,820)
(19,828)

5,337
(8,353)
(3,016)

8
99

382
5,053
687
6,122

(27,203)
6,160
1,214
(19,828)

(10,658)
6,230
1,412
(3,016)

(18)
(43)

13,202

20,213

21,263

(35)

2,629
7,150
316

22,521
22,397
404

48,274
39,101
298

(88)
(68)
(22)

164
23,461

145
65,679

176
109,112

13
(64)

3,873
2,179
3,878
2,855
4,231
17,016
6,446

18,150
16,123
9,162
7,298
8,954
59,687
5,992

29,318
40,581
15,812
7,659
10,405
103,775
5,337

(79)
(86)
(58)
(61)
(53)
(71)
8

Includes lending activities of the Investment Bank.
Interest includes forward points on foreign exchange swaps used to manage short-term interest rate risk on foreign currency loans and
deposits.
Includes interest income on impaired loans and advances of CHF 95 million for 2009, CHF 99 million for 2008 and CHF 110 million for
2007.
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CHF Million

31.12.09

Net Trading Income(1)
Investment Bank equities
Investment Bank fixed income, currencies and commodities
Other business divisions
Net trading income
Of which: net gains/(losses) from financial assets designated
at fair value
Of which: net gains/(losses) from financial liabilities
designated at fair value(2)
(1)
(2)

For the Year Ended
31.12.08

31.12.07

% Change From
31.12.08
(48)
84
(41)
99

2,462
(5,455)
2,668
(324)

4,694
(35,040)
4,525
(25,820)

9,048
(21,424)
4,023
(8,353)

678

(974)

(30)

(6,741)

44,284

(3,779)

Refer to the table Net interest and trading income on the previous page for the Net income from trading businesses (for an explanation, read
the corresponding introductory comment).
Financial liabilities designated at fair value are to a large extent economically hedged with derivatives and other instruments whose change
in fair value is also reported in Net trading income. Refer to Note 27 for further information.

Significant impacts on net trading income

Note 11. Trading Portfolio

Net trading income in 2009 includes a loss of CHF 0.8 billion
from credit valuation adjustments for monoline credit protection (CHF 8.2 billion loss in 2008); refer to the “Risk management and control” section of this report for more information on
exposure to monolines. Additional losses of CHF 23.7 billion
related to positions previously considered risk concentrations
were included in 2008.
The SNB transaction resulted in gains of CHF 0.1 billion
from the valuation of UBS’s option to acquire the SNB StabFund’s equity and losses of CHF 0.2 billion due to price adjustments for positions transferred to the fund (losses of CHF
5.2 billion in 2008).
A gain of CHF 0.3 billion (CHF 4.6 billion gain in 2008) was
recorded on the valuation of the embedded derivative of the
MCNs issued in 2008.

The Group trades in debt instruments (including money market papers and tradeable loans), equity instruments, precious
metals, other commodities and derivatives to meet the financial needs of its clients and to generate revenue. Nonderivative traded instruments are included in the table below.
For derivative instruments, refer to “Note 23 Derivative instruments and hedge accounting”. The table below represents an

Note 9a. Due from banks and loans (held at amortized
cost)
CHF Million
By Type of Exposure
Banks, gross
Allowance for credit losses
Net due from banks
Loans, gross
Residential mortgages
Commercial mortgages
Other loans(1)
Securities(2)
Subtotal

31.12.09

31.12.08

46,606
(32)
46,574

64,473
(22)
64,451

121,031
19,970
141,237
27,237
309,475

121,811
21,270
173,812
26,320
343,213

Allowance for credit losses
of which: related to securities
Net loans
Net due from banks and loans (held
at amortized cost)

(2,648)
(179)
306,828

(2,905)
(126)
340,308

353,402

404,759

(1)
(2)

Includes current accounts, loans and cash collateral for
derivatives.
On 31 December 2009, includes reclassified US student loan auction rate securities (ARS) of CHF 7.8 billion (CHF 8.4 billion on 31
December 2008), other reclassified securities of CHF 11.5 billion
(CHF 13.4 billion on 31 December 2008) and CHF 8.0 billion ARS
acquired from clients (CHF 4.5 billion on 31 December 2008.
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IFRS accounting view. It does not reflect hedges and other
risk mitigating factors, and the amounts therefore may not be
reflective for risk exposures.
31.12.09
CHF Million
Trading Portfolio Assets
Debt Instruments
Government and government agencies
of which: Switzerland
of which: United States
of which: Japan
Banks
Corporates and other
Total debt instruments

Level 1

Level 2

Level 3

Total

31.12.08

59,731

21,656

742

578
3,293
63,601

13,768
28,123
63,546

678
10,462
11,882

82,129
155
22,498
25,795
15,024
41,878
139,030

115,696
121
31,366
46,049
23,175
85,991
224,862

46,348

62,153

30,622

30,903

76,364
18,400

77,258
15,849

13,599
215,393

9,312
302,120

16,864
232,258

9,934
312,054
34,043
129
18,914
2,344
4,354
10,945
49,342
13,089
62,431

of which: pledged as collateral
of which: pledged as collateral and can be repledged or resold
by counterparty
Equity instruments
of which: pledged as collateral
of which: pledged as collateral and can be repledged or resold
by counterparty
Subtotal

61,788

14,317

258

125,389

77,864

12,141

Precious metals and other commodities
Total trading portfolio assets
Trading portfolio liabilities
Debt instruments
Government and government agencies
of which: Switzerland
of which: United States
of which: Japan
Banks
Corporates and other
Total debt instruments

20,389

5,917

0

753
298
21,441

2,617
4,989
13,523

102
161
262

26,306
85
10,351
3,384
3,472
5,447
35,226

Equity instruments
Total trading portfolio liabilities

12,014
33,454

70
13,593

160
422

12,243
47,469

Note 12. Financial assets designated at fair value
CHF Million
Loans
Structured loans
Reverse repurchase and securities
borrowing agreements
Banks
Customers
Other financial assets
Total financial assets designated at
fair value

31.12.09
3,052
957

31.12.08
4,500
653

3,712
1,662
840

4,321
2,329
1,079

10,223

12,882

The maximum exposure to credit loss of all items in the above
table except for Other financial assets is equal to the fair value
(CHF 9,383 million at 31 December 2009 and CHF 11,803 million at 31 December 2008). Other financial assets are generally comprised of equity investments and are not directly
exposed to credit risk. The maximum exposure to credit loss
at 31 December 2009 and 31 December 2008 is mitigated
by collateral of CHF 4,845 million and CHF 6,335 million,
respectively.
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The amount by which credit derivatives or similar instruments mitigate the maximum exposure to credit loss of loans
and structured loans designated at fair value is as follows:
CHF Million
Notional amount of loans and
structured loans
Credit derivatives related to
loans and structured
loans—notional amounts(1)
Credit derivatives related to
loans and structured
loans—fair value(1)

31.12.09

31.12.08

4,224

6,186

2,699

4,314

90

547
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For the Year Ended
31.12.09
31.12.08

CHF Million
Additional Information
Change in fair value of loans and structured loans designated
at fair value, attributable to changes in credit risk(2)
Change in fair value of credit derivatives and similar
instruments which mitigate the maximum exposure to credit
loss of loans and structured loans designated at fair value(2)
(1)
(2)

Cumulative From Inception
Until the Year Ended
31.12.09
31.12.08

530

(668)

(128)

(659)

(435)

486

90

547

Credit derivatives contracts include credit default swaps, total return swaps, and similar instruments. These are generally used to manage
credit risk when UBS has a direct credit exposure to the counterparty, which has not otherwise been collateralized.
Current and cumulative changes in the fair value of loans attributable to changes in their credit risk are only calculated for those loans
outstanding at balance sheet date. Current and cumulative changes in the fair value of credit derivatives hedging such loans include all
the derivatives which have been used to mitigate credit risk of these loans since designation at fair value. For loans reported under the fair
value option, changes in fair value due to changes in the credit standing of the borrower are calculated using counterparty credit information
obtained from independent market sources.

Financial Liabilities—Accounts Payable,
Notes Payable, Warrant Liabilities
8.60

Jinshan Gold Mines, Inc. (Dec 2009)
CONSOLIDATED STATEMENTS OF
COMPREHENSIVE (LOSS) INCOME (in part)
(Stated in U.S. Dollars)
Years Ended December 31
Notes
Other (expenses) income
Foreign exchange (loss)
gain
Interest income
Listing expenses
Finance costs
Fair value change on
warrant liabilities

8
20

2009
(Note 27)

2008
(Note 27)

(5,887,144)
5,537
(2,147,906)
(6,308,158)

8,058,114
174,620
—
(3,592,471)

(7,186,721)
(21,524,392)

12,792,931
17,433,194

CONSOLIDATED STATEMENTS OF FINANCIAL
POSITION (in part)
(Stated in U.S. dollars)
December 31
Notes

2009

2008

2007

Current liabilities
Accounts payable and accrued expenses
Borrowings

17
18

35,072,604
12,092,005
47,164,609

18,932,644
41,603,514
60,536,158

15,066,485
—
15,066,485

Non-current liabilities
Borrowings
Warrant liabilities

18
20

80,841,331
5,286,123

14,929,121
274,507

44,267,023
13,825,817
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CONSOLIDATED STATEMENTS OF CASH FLOWS
(in part)
(Stated in U.S. dollars)
Years Ended December 31
Notes
Operating Activities
Cash generated from
operations
Interest paid
Income taxes paid
Net cash flows from
operating activities
Financing Activities
Issuance of common
shares
Proceeds from
borrowings
Repayments of
borrowings
Net cash flows from
financing activities

18

2009
(Note 27)

2008
(Note 27)

(6,681,899)
(4,752,349)

(5,863,517)
—

10,758,040

(33,048,859)

5,329,774

11,022,868

94,010,923

18,909,916

(66,965,645)

—

32,375,052

29,932,784

NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (in part)
(Stated in U.S. dollars)

Note 2. Basis of preparation
The financial statements have been prepared on a going concern basis, under the historical cost convention. The Company has an accumulated deficit of $(65,473,203) as at December 31, 2009. The Company’s ability to continue as a going concern is dependent upon the ability of the Company
to continue to generate positive cash flows from the Chang
Shan Hao Gold Mine (“CSH Gold Mine”). The Company is
monitoring cash flows generated from operations at the CSH
Gold Mine against cash requirements for its operating costs,
to fund other ongoing expenses, for capital expansion plans
and for future business opportunities. The Company is also
reviewing this in the context of loans that have been secured
to finance the development and operations of the CSH Gold
Mine as of December 31, 2009.
The Company’s substantial shareholder, CNG, funded
the repayment of loans due December 14, 2009 of
$28,320,589 (CAD30,000,000) and a portion of the notes
payable due June 26, 2010 of $8,024,167 (CAD8,500,000)
through a $40,000,000 unsecured two years term loan.
At December 31, 2009, the remaining notes payable include $10,633,386 (CAD11,500,000) (see Note 18 principal amount of senior unsecured promissory notes), of
which $3,678,592 (CAD4,000,000) principal amount and
$6,954,794 (CAD7,500,000) principal amount both fall due
in June 2010.
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During the year ended December 31, 2009, CNG extended
trade credit of $20,488,504 and a non-revolving credit facility of $30,732,757 (RMB 210,000,000) (Note 18) to the
Company’s subsidiary, Inner Mongolia Pacific Mining Co. Ltd.
(“IMP”). By December 31, 2009, the Company had repaid the
total advances under trade credit extension and non-revolving
credit facility from CNG. This repayment was funded through
a $42,299,950 (RMB 290,000,000) unsecured term loan to
IMP secured from the Agricultural Bank of China in September 2009 (Note 18 (iii)).

Note 4. Summary of significant accounting policies
(in part)
(m) Financial liabilities and equity
Debt and equity instruments are classified as either financial
liabilities or as equity in accordance with the substance of the
contractual arrangement.
An equity instrument is any contract that evidences a residual interest in the assets of an entity after deducting all of its
liabilities. Equity instruments issued by the group entities are
recorded at the proceeds received, net of direct issue costs.
Financial liabilities are classified as either financial liabilities
at FVTPL or other financial liabilities.
Other financial liabilities are initially measured at fair value,
net of transaction costs, and are subsequently measured at
amortized cost using the effective interest method, with interest expense recognized on an effective yield basis.
(i) Effective interest method
The effective interest method is a method of calculating the
amortized cost of a financial liability and of allocating interest
expenses over the corresponding period. The effective interest rate is the rate that exactly discounts estimated future
cash payments over the expected life of the financial liability,
or, where appropriate, a shorter period.
(ii) Warrant liabilities
The Company has issued share purchase warrants with
Canadian dollar exercise prices (Note 20 (c)). As a result of
having exercise prices denominated in other than the Company’s functional currency, being the U.S. dollar, these warrants meet the definition of derivatives and were therefore
classified as financial liabilities and measured at FVTPL prior
to their exercise and expiry dates.
(iii) Other financial liabilities
The Company has classified accounts payable and accrued
expenses, and borrowings as other financial liabilities.

Note 17. Accounts payable and accrued expenses
Accounts payable and accrued expenses of the Company
are principally comprised of amounts outstanding for trade
purchases relating to gold production activities. The average
credit period taken for trade purchases is between 120 to 150
days.
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The following is an aged analysis of the accounts payable
and accrued expenses:
December 31
Less than 1 month
1 to 3 months
3 to 6 months
Over 6 months
Total accounts payable
and accrued expenses

2009
$24,526,308
1,444,774
2,525,308
6,576,214

2008
$13,979,217
1,485,099
3,235,841
232,487

2007
$13,391,117
527,804
38,167
1,109,397

35,072,604

18,932,644

15,066,485

Included within accounts payable and accrued expenses are
crusher construction costs payable of $15,454,985 (2008 –
$132,779).

Note 18. Borrowings (in part)

Notes payable (ii)
Notes payable (ii)

Effective Interest
Rate
%
19.540
19.480

December 14, 2009
June 26, 2010

—
10,633,386
12,092,005

December 31
2008
$
22,930,784
—
41,603,514

Non-current
Notes payable (ii)
Notes payable (ii)

19.540
19.480

December 14, 2009
June 26, 2010

—
—
80,841,331
92,933,336

—
14,929,121
14,929,121
56,532,635

Maturity

2009
$

The Company received $18,909,916 (RMB 130,000,000) of
the bridge loan proceeds from the Industrial and Commercial
Bank of China in September 2008, to support operations at
the CSH Gold Mine during the construction and installation
of crushers. The bridge loan was unsecured and denominated in RMB at an annual interest rate of 6.21%. Interest
was payable monthly and the principal amount was repayable
in installments of $4,421,192 (RMB 30,000,000) in January
2009, $7,368,654 (RMB 50,000,000) in February 2009, and
$7,368,654 (RMB 50,000,000) in March 2009. The principal
amount was fully repaid by March 26, 2009. Principal repayments of $14,600,000 (RMB 100,000,000) were funded by
an advance from CNG as prepayment of future gold sales
to CNG. The bridge loan was guaranteed by the Company’s
substantial shareholder, CNG.
As a condition of its promissory note holders consenting to
the unsecured bridge loan, the Company has extended to December 14, 2010 the expiry date of 3,860,000 common share
purchase warrants to purchase 3,860,000 common shares
issued in connection with a note offering that closed in December 2006 (Note A), and has extended to June 26, 2011
the expiry date of 2,450,000 warrants to purchase 2,450,000
common shares in connection with a note offering that closed

2007
$
—
—
—
26,708,698
17,558,325
44,267,023
44,267,023

in June 2007 (Note B and C). The holders of the warrants may
exercise the warrants at the original exercise price of CAD1.60
per common share in the case of the warrants issued in connection with the December 2006 note offering and CAD2.50
in the case of the warrants issued in connection with the June
2007 note offering, until the new expiry date. No other terms
of the warrants were changed. As a result of the warrant expiry date extensions, the Company determined the additional
value of the warrants taking into account the expiry date extensions and recorded the incremental value of $1,294,238
as a cost of obtaining the bridge loan. The effective interest
rate of the bridge loan is 19.91%.
The fair values of the warrants after expiry dates extension
were measured using the Black-Scholes option pricing model
and were based on risk free annual interest rates ranging from
2.9% to 3.0%, expected lives ranging from 2.21 to 2.74 years,
an expected volatility of 62%, and a dividend yield rate of nil.
The fair values of the warrants are included in warrant liability
in the Company’s consolidated statement of financial position.
Effective interest recognized for the bridge loan, until its
repayment on March 26, 2009, was $1,099,973 for the year
ended December 31, 2008 and $709,772 for the year ended
December 31, 2009.
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(ii) Notes payable
Note A

Note B

Note C

$

21,604,895
—
—

—
11,668,067
(1,500,777)

—
7,000,840
(900,466)

21,604,895
18,668,907
(2,401,243)

21,604,895

10,167,290

6,100,374

37,872,559

—
3,771,705
4,770,372
(3,438,274)

(462,252)
831,956
1,058,098
(776,046)

(17,170)
520,987
600,509
(465,421)

(479,422)
5,124,648
6,428,979
(4,679,741)

Balances of notes payable,
December 31, 2007
Unrealized foreign exchange gain
Effective interest
Interest paid

26,708,698
(5,429,323)
4,906,233
(3,254,824)

10,819,046
(2,191,334)
1,978,923
(1,359,657)

6,739,279
(1,349,697)
1,112,604
(820,043)

44,267,023
(8,970,354)
7,997,760
(5,434,524)

Balances of notes payable,
December 31, 2008
Unrealized foreign exchange loss
Effective interest
Interest paid
Principal payments
Principal repurchase
Balances of notes payable, December 31, 2009

22,930,784
3,693,230
4,721,339
(3,024,764)
(28,320,589)
—
—

9,246,978
1,243,176
2,235,146
(1,291,349)
—
(7,755,359)
3,678,592

5,682,143
960,770
1,107,779
(795,898)
—
—
6,954,794

37,859,905
5,897,176
8,064,264
(5,112,011)
(28,320,589)
(7,755,359)
10,633,386

Balances of notes payable,
December 31, 2006
Total proceeds
Less: Fair value of warrants
Fair value of the notes payable
Less: Transaction costs for the
notes payable
Unrealized foreign exchange loss
Effective interest
Interest paid

(a) Note A
On December 14, 2006, the Company completed a
$25,935,546 (CAD30,000,000) (“Note A”) private placement
offering consisting of senior unsecured promissory notes
(“Notes”) and 6,000,000 warrants for financing the development of the CSH Gold mine. The Notes mature on December
14, 2009, are repayable in Canadian dollars, and carry an annual interest rate of 12%. Interest on the Notes is payable on
a calendar quarterly basis commencing on March 31, 2007.
The Company can elect to prepay the Notes anytime after 18
months from the issue date with no prepayment penalty. The
effective interest rate is 19.54%.
The Company has allocated the $25,935,546 face value
of the private placement offering to the Notes and warrants
based on the fair value of the warrants and the Notes. The fair
value of the warrants was measured using the Black-Scholes
option pricing model and was based on a risk free annual interest rate of 3.9%, an expected life of two years, an expected
volatility of 79%, and a dividend yield rate of Nil. Each warrant
entitles the holder to acquire one common share at CAD1.60
each and expires on December 14, 2008 (see Note 20 (c)).
The expiry date has been extended to December 14, 2010
(see Note 18 (i)).
The Company has the right to accelerate the expiry date of
the warrants anytime after 18 months from the issue date, if
the Company’s common shares trade at or above a volume
weighted average share price of CAD2.75 for 20 consecutive
trading days.
On December 14, 2009, Note A was repaid in full.
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$

Total

$

$

(b) Notes B and C
On June 26, 2007, the Company concluded an $18,668,907
(CAD20,000,000) private placement offering consisting of
senior unsecured promissory notes (“June 07 Notes”) and
4,000,000 warrants. Ivanhoe Mines Ltd. (“Ivanhoe Mines”),
a substantial shareholder of the Company at that time, purchased $7,000,840 (CAD7,500,000) (“Note C”) of the June 07
Notes and $11,668,067 (CAD12,500,000) (“Note B”) was purchased by third parties. The June 07 Notes mature on June
26, 2010, are repayable in Canadian dollars and carry an
annual interest rate of 12%. Interest on the June 07 Notes
is payable on a calendar quarterly basis commencing on
September 30, 2007. The Company can elect to prepay Note
B anytime after 18 months from the issue date with no prepayment penalty and Note C after six months from the issue date
with no prepayment penalty. Note B ranks pari passu with the
notes issued in December 2006 (“Note A”) while Note C is
subordinate to Notes A and B. The effective interest rate of
Note B and Note C is 19.48% and 17.66% respectively.
The Company has allocated the $18,668,907 face value
of the private placement offering to the June 07 Notes and
warrants based on the fair value of the warrants and the June
07 Notes. The fair value of the warrants was measured using
the Black-Scholes option pricing model and was based on a
risk free annual interest rate of 4.6%, an expected life of two
years, an expected volatility of 72%, and a dividend yield rate
of Nil. Each warrant entitles the holder to acquire one common
share at CAD2.50 and expires on June 26, 2009 (see Note
20 (c)). The expiry date has been extended to June 26, 2011
(see Note 18 (i)).
The Company has the right to accelerate the expiry date of
the warrants anytime after 18 months from the issue date, if
the Company’s common shares trade at or above a volume
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weighted average share price of CAD4.25 for 20 consecutive
trading days.
On December 14, 2009, CAD8,500,000 of Note B were repurchased from the market at a consideration of $8,024,167.
The loss on repurchase was $268,808. The balance of
CAD4,000,000 was repurchased on January 11, 2010.

Note 24. Capital risk management
The Company manages its common shares, stock options,
and warrants as capital. The Company’s objectives when
managing capital are to safeguard the Company’s ability to
continue as a going concern in order to operate its mine, pursue the development of its mineral properties and to maintain
a flexible capital structure which optimizes the costs of capital
at an acceptable risk.
The Company manages the capital structure and makes
adjustments to it in light of operating results, changes in economic conditions and the risk characteristics of the underlying

assets. To maintain or adjust the capital structure, the Company may attempt to issue new shares, warrants or options,
issue new debt, acquire or dispose of assets or adjust the
amount of cash and cash equivalents.
In order to facilitate the management of its capital requirements, the Company prepares annual expenditure budgets
that are updated as necessary depending on various factors, including operating results, successful capital deployment and general industry conditions. The annual and updated budgets are approved by the Board of Directors.
In order to maximize ongoing development efforts, the Company does not pay out dividends. The Company’s investment
policy is to invest its short-term excess cash in highly liquid short-term interest-bearing investments with maturities 90
days or less from the original date of acquisition, selected with
regards to the expected timing of expenditures from continuing operations.
The Company will need additional capital resources to complete or carry out its exploration and development plans and
operations for the next 12 months (see Note 2). The Company
has complied with all covenants included in its short-term loan
and the indenture for its notes payable.

Note 25. Financial instruments (in part)
The following table does not include financial assets and financial liabilities carried at amortized cost and classified as
held for sale as at December 31, 2009 (see Note 16 (b)
and (c)).
Carrying Amount
December 31
Financial Instrument Classification
Financial liabilities
Accounts payable and accrued expenses
Short-term loan
Notes payable
Long-term loans
Warrant liabilities

Other financial liabilities
Other financial liabilities
Other financial liabilities
Other financial liabilities
FVTPL

The carrying amounts of the notes payable measured at amortized cost in the Company’s financial statements approximate
their fair values.
The Company’s financial instruments are exposed to certain financial risks including currency risk, credit risk, liquidity
risk and interest risk. The following disclosure does not include
the effect of financial assets and liabilities classified as held
for sale as at December 31, 2009 as the amounts involved
and the risk exposure are considered insignificant.

As at December 31, 2009
Accounts payable and accrued
expenses
Note payables (Note 18 (ii)(b))

2009
$
35,072,604
—
10,633,386
82,299,950
5,286,123

2008
$
18,932,644
18,672,730
37,859,905
—
274,507

2007
$
15,066,485
—
44,267,023
—
13,825,817

(c) Liquidity risk (in part)
The following table details the Company’s remaining contractual maturities for its non-derivative financial liabilities (see
Note 26 for other commitments). The table is based on the
undiscounted cash flows of financial liabilities based on the
earliest date on which the Company can be required to satisfy
the liabilities.

Weighted
Average
Interest Rate
%

Within 1 Year
$

1–2 Years
$

2–5 Years
$

Total
Undiscounted
Cash Flow
$

—
12.00

35,072,604
11,373,917

—
—

—
—

35,072,604
11,373,917

Carrying
Amount
$
35,072,604
10,633,386
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(d) Interest rate risk
Interest rate risk is the risk that the fair value or future
cash flows of a financial instrument will fluctuate because of
changes in market interest rates. The Company’s short term
bank deposits, notes payables and short-term loan have fixed
interest rates and therefore, are not subject to interest rate
fluctuations but changes to exchange rates could affect interest payable (see Note 18) and is subject to fair value interest

rate risk. The risk that the Company will realize a loss as a
result of a decline in the interest rates relates to its variable
rate bank balances and a 100 basis point higher/lower in the
interest rate of its variable rate bank balances would result in
an increase in the Company’s income before tax/decrease in
income before tax of $239,847 for the year ended December
31, 2009 and an increase in the Company’s income before
tax/decrease in income before tax of $121,000 for the year
ended December 31, 2008.
The Company monitors interest rate exposure and will consider hedging significant interest rate exposure should the
need arise.

Financial Liabilities—Short- and Long-Term
Debt Carried at Amortized Cost, Redeemable
Perpetual Bonds, Put Options Classified as
Liabilities, Breach of Financial Covenant
8.61

Gerdau S.A. (Dec 2009)
CONSOLIDATED BALANCE SHEETS (in part)
As of December 31, 2009 and 2008
In thousands of Brazilian reais (R$)

Current Liabilities
Trade accounts payable
Short-term debt
Debentures
Unrealized losses on derivatives
Non-Current Liabilities
Long-term debt
Debentures
Deferred income taxes
Unrealized losses on derivatives
Put options on minority interest

Note

2009

2008

14
15
16

1,705,058
1,356,781
—
2,483

2,855,419
3,788,085
145,034
69,435

14
15
9
16
16-f

12,563,155
600,979
2,273,759
90,377
518,096

18,595,002
705,715
3,060,268
314,267
698,321

CONSOLIDATED STATEMENTS OF INCOME (in part)
For the years ended December 31, 2009, 2008 and 2007
In thousands of Brazilian reais (R$)
Note
Income before financial income (expenses) and taxes
Financial expenses
Gain and losses on derivatives, net
Income before taxes

IFRS ATT 8.61

30
30

2009
846,887
(1,286,368)
(26,178)
1,031,460

2008
8,127,822
(1,620,782)
(62,396)
5,893,114

2007
4,922,724
(1,202,027)
1,170
5,255,293
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CONSOLIDATED STATEMENTS OF CASH FLOWS
(in part)
For the years ended December 31, 2009, 2008 and 2007
In thousands of Brazilian reais (R$)
Note
Interest paid on loans and financing
Cash flows from financing activities
Dividends and interest on capital paid
Payment of loans and financing fees
Proceeds from loans and financing
Repayment of loans and financing
Intercompany loans, net
Net cash (used in) provided by financing activities

NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (in part)
Note 2. Summary of Significant Accounting Practices
(in part)
2.9—Financial Liabilities and Equity Instruments
(in part)
a) Classification as Debt or Equity
Debt or equity instruments are classified in accordance with
the substance of the contractual terms.
b) Short and Long-Term Debts
Short and Long-Term Debts are stated at amortized cost.
They are stated net of transaction costs, and are subsequently measured at the amortized cost using the effective
interest rate method.
2.19—Application of Judgment and Critical Accounting
Policies when Preparing Consolidated Financial
Statements (in part)
Critical accounting policies are those that are both (a) important to present the financial position and results of operations and (b) require Management’s most difficult, subjective or complex judgments, often as a result of the need to
make estimates that impact matters that are inherently uncertain. As the number of variables and assumptions affecting
the possible future resolution of the uncertainties increases,
those judgments become even more subjective and complex.
In the preparation of the Consolidated Financial Statements,
the Company has relied on variables and assumptions derived from historical experience and various other factors that
it deems reasonable and relevant. Although these estimates
and assumptions are reviewed by the Company in the normal
course of business, the presentation of its financial position
and results of operations often requires making judgments
regarding the effects of inherently uncertain matters on the
carrying value of its assets and liabilities. Actual results may

2009
(1,026,893)
7,713,784
(328,691)
(37,989)
4,089,424
(8,469,908)
(173,549)
(4,933,632)

2008
(970,986)
6,501,749
(1,649,936)
(3,821)
5,117,617
(4,963,991)
1,265,290
2,599,958

2007
(711,518)
7,846,081
(1,199,424)
(72,136)
11,693,389
(5,550,324)
291,440
6,070,269

differ from estimates based on different variables, assumptions or conditions. In order to provide an understanding of
how the Company forms its judgments about future events,
including the variables and assumptions underlying the estimates, comments have been included that relate to each
critical accounting policy described below:
d) Derivative Financial Instruments
The Company values the derivative financial instruments considering quotations obtained from market participants, which
are the fair value of the financial instruments on the date
of the Consolidated Financial Statements. Intense volatility
in the foreign exchange and interest rate markets in Brazil
has caused, in certain periods, significant changes in forward
rates and interest rates over very short periods of time, generating significant changes in the fair value of swaps and other
financial instruments over a short period of time. The fair value
recognized in its Consolidated Financial Statements may not
necessarily represent the amount of cash that the Company
would receive or pay, as applicable, if the Company would settle the transactions on the Consolidated Financial Statements
date.
f) Fair Value of Unquoted Derivative Financial
Instruments
The Company has entered into financial instruments in connection with some of its acquisitions, which involve commitments to acquire shares from non-controlling interests of the
acquired companies, or grant of put options to some noncontrolling interests to sell to the Company their shares. Such
derivatives are recorded on the Company’s balance sheet
in the account ‘Put options on minority interest’ (note 16.f),
and the determination of this value involves a series of estimates that can materially impact its final result. The Company estimates the fair value of the companies whose shares
the Company is committed to acquire using criteria established in each contract, which are in line with practices observed in the market for estimating fair value of unquoted
instruments.
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Note 14. Loans and Financing
Loans and financing are as follows:
Annual Charges(∗)

2009

2008

6.86%
8.72%

130,830
259,722

50,643
—

3.64%
3.13%
1.78%
9.56%
13.94%
5.82%
2.70%

124,894
93,247
18,404
92,738
472
7,276
7,614
735,197
621,584
1,356,781

942,366
444,409
103,690
304,264
77,132
—
7,308
1,929,812
1,858,273
3,788,085

2.77%
8.05%

103,604
1,749,301
—

84,289
1,866,491
663,984

7.97%
3.13%
5.82%
9.56%
10.14%
7.14%
2.80%
4.90%
3.64%
6.92%

1,141,440
149,126
12,041
300,440
1,046,780
4,840,778
2,942,628
514,015
81,488
303,098
13,184,739

568,491
1,117,699
—
210,258
2,341,672
3,554,918
6,076,200
701,324
934,800
2,333,149
20,453,275

(621,584)
12,563,155
13,919,936

(1,858,273)
18,595,002
22,383,087

Short Term Financing in Brazilian Reais
Working capital
Financing of investment
Short Term Financing in Foreign Currency
Working capital (US$)
Working capital (€)
Working capital (Clp$)
Working capital (Cop$)
Working capital (PA$)
Working capital (Mxn$)
Financing of property, plant and equipment and others (US$)
Plus current portion of long-term financing
Short term financing plus current portion of long-term financing
Long-Term Financing in Brazilian Reais
Working capital
Financing of property, plant and equipament
Financing of investment
Long-Term Financing in Foreign Currency
Working capital (US$)
Working capital ()
Working capital (Mxn$)
Working capital (COP$)
Bearer bonds (Perpetual bonds and Senior Notes) (US$)
Ten Year Bonds (US$)
Term Loan Facility (US$)
Advances on export contracts (US$)
Financing of investment (US$)
Financing of property, plant and equipament and others (US$)
Less: current portion
Long term financing minus current portion
Total financing
(∗)

Weighted average effective interest costs on December 31, 2009.

Loans and financing denominated in Brazilian reais are indexed to the TJLP (long-term interest rate, which is established quarterly by the Federal Government for adjusting
long-term loans granted by the BNDES—National Bank for
Economic and Social Development), or to the IGP-M (general market price index, a Brazilian inflation rate measured by
Fundaçăo Getúlio Vargas).
Summary of loans and financing by currency:

Brazilian Real (R$)
U.S. Dollar (US$)
Euro (€)
Colombian Peso (Cop$)
Argentine Peso (PA$)
Chilean Peso (Clp$)
Mexican Peso (Mxn$)

IFRS ATT 8.61

2009
2,243,457
11,002,735
242,373
393,178
472
18,404
19,317
13,919,936

2008
2,665,407
17,460,228
1,562,108
514,522
77,132
103,690
—
22,383,087

Timeline of installments payments of long term loans and financing is as follows:

2010
2011
2012
2013
2014 on

2009
—
677,664
2,650,655
2,305,967
6,928,869
12,563,155

2008
2,312,351
4,134,453
4,240,816
1,758,753
6,148,629
18,595,002

a) Ten Year Bonds
Bond 2020
On November 18, 2009, subsidiary Gerdau Holdings Inc. concluded the issue of bonds totaling US$1.25 billion and final maturity on January 20, 2020. The following companies
guarantee to this transaction: Gerdau S.A., Gerdau Açominas
S.A., Gerdau Aços Longos S.A., Gerdau Aços Especiais S.A.
and Gerdau Comercial de Aços S.A. Aços of December 31,
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2009 the outstanding principal of this facility is US$1.25 billion
(R$ 2,176,500 as of December 31, 2009).
Bond 2017
On October 10, 2007, subsidiary GTL Trade Finance Inc.
concluded the issue of bonds totaling US$1.00 billion with
subsequent reopening of US$500 million, totalizing US$1.5
billion and final maturity on 20/10/2017. The following companies granted guarantee to this transaction: Gerdau S.A.,
Gerdau Açominas S.A., Gerdau Aços Longos S.A., Gerdau
Aços Especiais S.A. and Gerdau Comercial de Aços S.A. On
December 31, 2009 the outstanding principal of this facility
was US$1.5 billion (R$ 2,611,800 as of December 31, 2009).
b) Perpetual Bonds
On September 9, 2005, Gerdau S.A. concluded the issue of
bonds totaling US$600 million and no final maturity. The Company has the option to redeem the bonds starting September
9, 2010. The following companies granted guarantee to this
transaction: Gerdau S.A., Gerdau Açominas S.A., Gerdau
Aços Longos S.A., Gerdau Aços Especiais S.A. and Gerdau Comercial de Aços S.A. As of December 31, 2009 the
outstanding principal of this facility was US$600 million (R$
1,044,720 as of December 31, 2009).
c) Term Loan Facility
On September 10, 2007, the subsidiaries Gerdau Ameristeel US Inc. and GNA Partners entered into a Senior Acquisition Financing totaling US$2.75 billion and final maturity
on September 14, 2013. The following companies granted
guarantee to this transaction: Gerdau S.A., Gerdau Açominas
S.A., Gerdau Aços Longos S.A., Gerdau Aços Especiais S.A.,
Gerdau Comercial de Aços S.A, Gerdau Ameristeel Corporation and Gerdau Açominas Overseas Limited. As of December 31, 2009 the outstanding principal of this facility was
US$1.69 billion (R$ 2,942,628 as of December 31, 2009).
d) Guarantees
All loans contracted under the FINAME/BNDES program, totaling R$ 134,730 on the date of the Consolidated Financial
Statements, are guaranteed by the assets being financed.
Certain other loans are guaranteed by the controlling shareholders, for which the Company pays a fee of 0.7% per year.
e) Covenants
As an instrument to monitor the financial conditions of the
Company by the Company’s creditors, certain financial agreements contain financial covenants.
In the second quarter of 2009, the Company’s management, based on projections which took into account the economic crisis and its impacts on the steel market worldwide,
concluded that there was a possibility that the Company would
temporarily be in default of certain covenants in some debt
agreements by the end of the third or fourth quarters of 2009.
As a proactive initiative, the Company worked on a proposal
for a temporary reset of the financial covenants and, during the
second quarter of 2009, presented the proposal to its creditors
involved in debt facilities subject to financial covenants. On
June 22, 2009, the Company obtained approval from 100%
of the affected creditors, representing 43 banks and a portion
of US$3.7 billion of the Company’s total indebtedness.
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The ‘covenant reset’ would be in place in case of a covenant
breach, which was the case on September 30, 2009.
Below are brief descriptions of both the financial covenants
originally required in the Company’s debt agreements as well
as the temporary reset financial covenants.
All covenants mentioned below are calculated based on
the Consolidated Financial Statements under IFRS of Gerdau S.A., except item IV, which refers to the Consolidated Financial Statements of Metalurgica Gerdau S.A., as described
below:
I) Consolidated Interest Coverage Ratio—measures the
interest expense payment capacity in relation to
EBITDA (Earnings before Interest, Taxes, Depreciation
and Amortization). The contractual ratio indicates that
the EBITDA for the last 12 months should represent at
least 3 times of the interest expense of the same period. As of December 31, 2009 such covenant was 2.7
times;
II) Consolidated Leverage Ratio—measures the level of
gross debt in relation to EBITDA (Earnings before Interest, Taxes, Depreciation and Amortization). The contractual ratio indicates that the gross debt should not
surpass 4 times the EBITDA for the last 12 months. As
of December 31, 2009 such covenant was 3.8 times;
III) Required Minimum Net Worth—measures the minimum net worth required in financial agreements. The
contractual ratio indicates that the Net Worth must be
greater than R$ 3,759,200; As of December 31, 2009
such level was R$ 22,004,793; and
IV) Current Ratio—measures the company’s ability in fulfilling its short term obligations. The contractual terms
indicates that the ratio of Current Assets divided by Current Liabilities must be greater than 0.8 times. As of
December 31, 2009 the current ratio was 3 times.
Due to non-compliance of the original financial covenant described on item I above, came into force, starting September
30, 2009, the temporary covenant reset, valid up to September 30, 2010, as described below:
a) Consolidated Interest Coverage Ratio—EBITDA for the
last twelve months should represent at least 2.5 times
of the net interest expense (interest expense minus interest income) of the same period. As of December 31,
2009 such covenant was 4.0 times;
b) Consolidated Leverage Ratio—Net debt (gross debt minus cash and cash equivalents) should not surpass 5
times EBITDA for the last 12 months. As of December
31, 2009 such covenant was 2.5 times;
c) Maximum Gross Debt of US$11.0 billion. As of December 30, 2009, such level was US$8.3 billion.
Pursuant to the financial agreements, the penalty for noncompliance with such financial covenants is the possibility of
declaration of default by the creditors and loans having its
maturity accelerated.
f) Credit Lines
In June 2009, certain subsidiaries of the Company (Gerdau
Açominas S.A., Gerdau Aços Longos S.A., Gerdau Aços Especiais S.A. and Aços Villares S.A.) obtained a pre-approved
credit line with BNDES in the total amount of R$ 1,500,025
to be applied on revamp and modernization in several areas, increase in the production capacity of certain product
lines, investment in logistics and energy generation, and also
environmental and sustainability projects. The funds will be
made available at the time each subsidiary start its specific
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investment and present to BNDES its respective certificate of
accomplishment. The transaction bears interest rate of TJLP
+ 2.21% p.a. The transaction is guaranteed per guarantee
and financial covenants of Metalgica Gerdau S.A.. As of December 31, 2009, the credit facility was not in use by the
Company.
On May 27, 2008, Gerdau Aços Longos S.A. received a
loan approval from BNDES (National Bank for Economic and
Social Development) in the total amount of R$ 543,413 for
financing the construction of the Caçú / Barra dos Coqueiros
hydroelectric complex with a grace period of 6 months after startup by October 2010. As of December 31, 2009, R$
402,087 of this credit facility had been used. The amortization

will take place from November 2010 to October 2024, subject
to TJLP (Long-term interest rate) + 1.46 % p.a.
The North American subsidiaries have a US$ 650 million
line of credit that expires in December 2012. Inventories and
accounts receivable of subsidiaries guarantee this facility. No
amounts were outstanding on this line of credit as of December 31, 2009.
In May 2008, the subsidiary Gerdau Macsteel, Inc. received
a US$ 100 million 3-year revolving credit facility. The facility
was not being used as of December 31, 2009. The contractual interest rate is LIBOR + 1.25%. The following companies
granted guarantee to this transaction: Gerdau S.A., Gerdau
Açominas S.A., Gerdau Aços Longos S.A., Gerdau Aços Especiais S.A., Gerdau Comercial de Aços S.A., Gerdau US
Financing Inc. and Gerdau Macsteel Holdings Inc.

Note 15. Debentures

Issuance
3a –A e B
7a
8a
9a
11a –A e B
Aços Villares S.A.
Total Consolidated

General
Meeting
May 27,1982
July 14, 1982
November 11, 1982
June 10, 1983
June 29, 1990

Quantity as of December 31, 2009
Issued On
144,000
68,400
179,964
125,640
150,000

Portfolio
55,956
58,649
50,342
50,164
73,090

Maturity
06/01/2011
07/01/2012
05/02/2013
09/01/2014
06/01/2020

Annual
Charges(∗)
CDI
CDI
CDI
CDI
CDI

28,500

—

09/01/2010

104,5% DI

September 1, 2005

Current
Non-current
(∗)

2009
115,844
33,838
313,986
42,380
94,931
600,979
—
600,979

2008
141,406
35,729
298,186
13,800
87,222
576,343
274,406
850,749

—
600,979

145,034
705,715

CDI—Interbank Deposit Certificate and DI—Interbank Deposit.

Maturities of long-term amounts are as follows:

2010
2011
2012
2013
After 2013

2009
—
115,844
33,838
313,986
137,311
600,979

Note 16. Financial Instruments (in part)
2008
129,372
141,406
35,729
298,186
101,022
705,715

Debentures issued by Gerdau S.A. The debentures are denominated in Brazilian reais, are not convertible into shares
and have variable interest at a percentage of the CDI (Interbank Deposit Rate). The nominal annual interest rate was
9.88% and 12.48% as of December 31, 2009 and December
31, 2008, respectively.
Debentures issued by Aços Villares S.A. The debentures
of Aços Villares S.A. are registered, single series, unsecured,
and not convertible into shares. A total of 28,500 debentures
were issued and placed on the market with a face value of R$
10 totaling R$ 285,000. The debentures have a term of five
years and mature on September 1, 2010.
On December 01, 2009 the subsidiary Aços Villares S.A.
exercised their right of early redemption for all of the issued
debentures.

IFRS ATT 8.61

a) General considerations—Gerdau S.A. and its subsidiaries enter into transactions with financial instruments
whose risks are managed by means of strategies and exposure limit controls. All financial instruments are recorded in
the accounting books and consist mainly of cash and cash
equivalents, short-term investments, trade accounts receivable, imports financing, prepayment financing, senior notes,
perpetual bonds, Ten Years bonds, other financing, debentures, related-party transactions, unrealized gains on derivatives, unrealized losses on derivatives, other accounts receivable, other accounts payable and put options on minority
interests. These transactions are not conducted for speculative purposes nature and are intended to hedge the company against exchange rate fluctuations on foreign currencydenominated loans and against interest rate fluctuations.
Therefore, some of them are considered hedge instruments
under hedge accounting and are recorded at their market
values.
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b) Market value—the market value of the aforementioned
financial instruments is as follows:

Cash and cash
equivalents
Short-term investments
Trade accounts
receivable
Trade accounts payable
Imports financing
Prepayment financing
Senior Notes
Perpetual bonds
Ten Years Bonds
Other financing
Debentures
Related parties (assets)
Related parties (liabilities)
Unrealized gains on
derivatives
Unrealized losses on
derivatives
Other accounts
receivable
Other accounts payable
Long-term incentive plan
Put options on minority
interest

2009
Book
Value

Market
Value

2008
Book
Value

2,091,944
2,727,404

2,091,944
2,727,404

2,026,609
3,464,200

2,585,709
1,705,058
1,222,211
511,316
—
1,044,720
4,840,778
6,300,911
600,979
50,718
2,386

2,585,709
1,705,058
1,222,211
511,316
—
1,069,271
5,047,889
6,300,911
600,979
50,718
2,386

3,683,933
2,855,419
2,328,138
345,840
939,472
1,404,965
3,554,918
13,809,754
850,749
59,092
660

20,034

20,034

78,180

92,860

92,860

383,702

361,197
584,491
—

361,197
584,491
48,914

587,201
861,881
—

518,096

518,096

698,321

The market value of Ten-Year bond Securities and Perpetual
bonds are based on quotations in the secondary market for
these securities.
All other financial instruments, which are recognized in the
Consolidated Financial Statements at their carrying amount,
are substantially similar to those that would be obtained if
they were traded in the market. However, because there is no
active market for these instruments, differences could exist if
they were settled in advance.
c reduction of 5% between the Brazilian real and the foreign
currencies on such outstanding loans and financing on the
date of the Consolidated Financial Statements. The impact
calculated considering such variation in the foreign exchange
rate totals R$ 199,427 as of December 31, 2009 (R$ 325,140
as of December 31, 2008). The Company, based on forecasts
made by the Brazilian Central Bank, believes that the dollar
appreciation against the Brazilian Real for 2010 will be 3.25%.
f) Put options on minority interest
On January 10, 2006, the Company completed its acquisition
of 40% of Corporación Sidenor S.A. (“Sidenor”), a Spanish
steel producer with operations in Spain and Brazil. The Santander Group, Spanish financial conglomerate, purchased simultaneously 40% of Sidenor. The acquisition price of 100%
of Sidenor consists of a fixed installment of €443,820 thousand plus a contingent variable installment to be paid only by
the Company. The fixed price paid by the Company on January 10, 2006 for its interest of 40% in Sidenor was €165,828
thousand (R$ 432,577). The Santander Group has the option
to sell its interest in Sidenor to the Company 5 years after the
purchase at a fixed price with a fixed interest rate, and Sidenor
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has the right of preference to purchase these shares and also
may, at any time during the period of the put option validity require the Santander Group to exercise the put option before
the expiration date. Furthermore, the Company guaranteed
to pay to Santander Group an agreed amount (the same as
the fixed price of the put option mentioned above plus interest
accrued using the same fixed interest rate) at any time up to
6 years after exercising the option in the event that Santander
Group has not sold the shares acquired up to that date. In this
case, if the Santander Group requires payment of the guarantee, the Company has the right to acquire Sidenor’s shares or
to indicate a third party to acquire the shares. The amount received for the sale of shares and dividends paid by Sidenor to
the Santander Group should be reimbursed to the Company.
The potential commitment of the Company to purchase from
the Santander Group its 40% interest in Sidenor was recorded
as a non-current liability under “Put options on minority interest.” As a result of the recognition of this potential obligation,
the Company has recognized since the acquisition date, an
additional interest of 40% of Sidenor as its investment. As
of December 31, 2009, such potential obligation totaled R$
449,599 (R$ 553,296 as of December 31, 2008).
Gerdau Ameristeel has the call option for 16% of the remaining stake in Pacific Coast Steel (PCS), which can be
exercised after 5 years from the purchase date, which took
place on November 1, 2006. Additionally, the minority shareholders also have the option to sell the remaining 16% interest in PCS to Gerdau Ameristeel, for the established price
and also after 5 years from the date of transaction. The established price was set as the EBITDAs average for the 5 last
years ended before the option exercise, multiplied proportionally by 5 in the first two years and 6.75 in the last three years.
If Gerdau Ameristeel does not exercise the call option, then
the minority shareholders are entitled to exercise the option
to sell their remaining interest to Gerdau Ameristeel. In case
the call/put option is exercised, the other party is obligated to
sell/purchase the remaining stake. As established by IAS 32—
Financial Instruments: Presentation, the Company performed
the reclassification of the exercise value of the put option from
the account “Non-controlling interests” to non-current liabilities under the account “Put options on minority interest.” By
the end of the term established in the put and call option and
in case none of the involved parties exercise it, the reclassification will be reversed and the amount of the stake held by
PCS minority shareholders, on the date of the Consolidated
Financial Statements, will be recognized as non-controlling
interests. As of December 31, 2009 the amount recorded as
potential obligation is R$ 56,483 (R$ 145,025 as of December
31, 2008).
The Company has a call option of 7.25% of Sipar Gerdau
Inversiones S.A. and the non-controlling shareholders of this
entity have the option to sell its 7.25% of its remaining interest
to the Company. The option can be exercised either by the
Company or the non-controlling shareholders as from 2010,
being this interest must necessarily be acquired by 2015. The
contract establishes the amount of US$6.9 million (R$ 12,014
as of December 31, 2009), adjusted by the fluctuation in the
sales level by 10% up or down until the option be exercised.
h) Fair value measurement: (in part)
IFRS 7 defines fair value as the price that would be received
for an asset or paid for transferring a liability (exit price) in
the principal or most advantageous market for the asset or
liability in a regular transaction between market participants
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on the day of calculation. IFRS 7 also establishes a hierarchy
of three levels for the fair value, which prioritizes information
when measuring the fair value by the company, to maximize
the use of observable information and minimize the use of
non-observable information. IFRS 7 describes the three levels
of information to be used to measure fair value:
• Level 1—quoted prices (not adjusted) in active markets
for identical assets and liabilities.
• Level 2—Inputs other than quoted prices included in
Level 1 available, where (non-adjusted) quoted prices
are for similar assets and liabilities in non-active markets, or other data that is available or may be corroborated by market data for substantially the full term of the
asset or liability.
• Level 3—Inputs for the asset or liability that are not
based on observable market data (unobservable inputs)
because market activity is insignificant or does not exist.
As of December 31, 2009, the Company had some assets
which the fair value measurement is required on a recurring
basis. These assets include investments in private securities
and derivative instruments.
Financial assets and liabilities of the Company, measured
at fair value and subject to disclosure requirements of IFRS 7
as of December 31, 2009, are as follows:
Fair Value Measurements at Reporting Date Using

Put options on minority interest
Sidenor
PCS
Sipar

2009

Quoted Prices Active
Markets for Identical Assets
(Level 1)

Significant Other
Observable Inputs
(Level 2)

Significant
Unobservable Inputs
(Level 3)

449,599
56,483
12,014
3,358,394

—
—
—
2,485,902

—
—
—
304,706

449,599
56,483
12,014
567,786

Changes in the measurements using significant unobservable
inputs (Level 3):

Balance as of December 31, 2008
(−) Interests and other contractual obligations
(−) Gains and losses on conversion
(−) Sales of investments
Balance as of December 31, 2009

Balance as of December 31, 2008
(−) Interests and other contractual obligations
(−) Gains and losses on conversion
(+) Additions on put options on minority interest
Balance as of December 31, 2009

IFRS ATT 8.61

Assets
77,563
(8,098)
(6,028)
(13,747)
49,690
Liabilities
698,321
(49,067)
(143,172)
12,014
518,096
567,786
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Preference Shares—Convertible Classified
as Equity and Redeemable Classified as
Liabilities
8.62

Anooraq Resources Corporation (Dec 2009)
CONSOLIDATED STATEMENTS OF FINANCIAL
POSITION (in part)
As at 31 December 2009 and 2008
(Expressed in Canadian Dollars, unless otherwise stated)
Note
Equity and Liabilities
Equity
Convertible preference
shares
Liabilities
Non-current liabilities
Loans and borrowings

19

2009

2008

162,910,000

—

555,509,417

12,967,753

CONSOLIDATED STATEMENTS OF CHANGES IN
EQUITY (in part)
For the years ended 31 December 2009 and 2008
(Expressed in Canadian Dollars, unless otherwise stated)
Attributable to Equity Holders of the Company
Share Capital

Note
Balance at 31 Dec. 2008

Number of
Shares
186,640,007

Treasury Shares

Amount

Number of
Shares

Amount

Convertible
Preference
Shares

54,948,341

—

—

—

Total comprehensive loss
for the year

—

—

—

—

—

Transactions with owners,
recorded directly in
equity
Contributions by and
distributions to owners
Preference shares issued

18

—

—

—

— 162,910,000

Total contributions by and
distributions to owners

15,103,465

16,764,773

(4,497,062)

(4,991,726) 162,910,000

Balance at 31 Dec. 2009

201,743,472

71,713,114

(4,497,062)

(4,991,726) 162,910,000

Foreign
Currency
Translation
Reserve

ShareBased
Payment
Reserve

Hedging Accumulated
Reserve
Loss

Total

129,684

17,584,974

— (76,266,461)

(3,603,462)

(9,520,583)

—

—
—

2,185,812

(9,390,899) 19,770,786

NonControlling
Interest Total Equity
—

(3,603,462)

(731,293) (35,531,631) (45,783,507) (20,800,926) (66,584,433)

—

— 162,910,000

— 162,910,000

—

— 176,868,859

— 176,868,859

(731,293) (111,798,092) 127,481,890

82,025,730 209,507,620

CONSOLIDATED STATEMENTS OF CASH FLOWS
(in part)

NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (in part)

For the years ended 31 December 2009 and 2008
(Expressed in Canadian Dollars, unless otherwise stated)

For the years ended 31 December 2009 and 2008
(Expressed in Canadian Dollars, unless otherwise stated)

Note
Cash Flows From Financing
Activities
“A” Preference shares issued
“A” Preference shares repaid
“B” Preference shares issued

2009

2008

Note 4. Accounting Policies (in part)
4.3 Financial instruments (in part)

19
19
18

177,720,000
(1,066,320)
162,910,000

—
—
—

(ii) Non-derivative financial liabilities
The Group initially recognises debt securities issued and subordinated liabilities on the date that they originated. All other
financial liabilities are recognised initially on the trade date at
which the Group becomes a party to the contractual provisions of the instrument.
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Financial liabilities are derecognised when the contractual
obligations are discharged, cancelled or expire.
Non-derivative financial liabilities comprise loans and borrowings, bank overdrafts, trade and other payables.
Financial liabilities are recognised initially at fair value plus
any directly attributable transaction costs. Subsequent to
initial recognition these financial liabilities are measured at
amortised cost using the effective interest method.

the year cumulative convertible redeemable “B” preference
shares were issued to facilitate the transaction as discussed
in note 34.
Share capital
Number of Shares
Share capital
Share issue costs

(iv) Share capital (in part)
Preference share capital
Preference share capital is classified as equity if it is nonredeemable, redeemable for a fixed number of the Company’s
shares, or redeemable only at the Company’s option, and any
dividends are discretionary. Dividends thereon are recognised
as distributions within equity upon approval by the Company’s
Board of Directors.
Preference share capital is classified as a liability if it is
redeemable on a specific date or at the option of the holders, or if dividend payments are not discretionary. Dividends
thereon are recognised as interest expense in profit or loss
as accrued.
4.13 Finance income and finance expense
Finance income comprises interest income on funds invested,
gains on hedging instruments that are recognised in profit or
loss and interest received on loans and receivables. Interest
income is recognised as it accrues in profit or loss, using the
effective interest method.
Finance expense comprises interest expense on borrowings, unwinding of the discount on provisions, dividends on
preference shares classified as liabilities and losses on hedging instruments that are recognised in profit or loss. Borrowing
costs that are not directly attributable to the acquisition, construction or production of a qualifying asset are recognised in
profit or loss using the effective interest method.
Foreign currency gains and losses are reported on a net
basis.

Number of Shares
Treasury shares

Ordinary shares with no par value
B2 Convertible Preference shares of
$0.1418 (ZAR 1) each
B3 Convertible Preference shares of
$0.1418 (ZAR 1) each

2009
201,743,472

2008
186,640,007

115,800

—

111,600

—

The Company’s authorised share capital consists of an unlimited number of ordinary shares without par value. During

IFRS ATT 8.62

2009
4,991,726

2008
—

Treasury shares relate to shares held by the ESOP Trust in
Anooraq, which is consolidated by the Group.
Preference shares
Number of Shares
B2 Convertible Preference shares
B3 Convertible Preference shares
Share premium

Number of Shares

2008
57,131,414
(2,183,073)
54,948,341

The Company issued the following ordinary shares on 1 July
2009:
• Anglo Platinum contributed an amount of $15.4 million
(ZAR 103.8 million) to the Anooraq Community Participation Trust. Approximately $10.9 million was used to
acquire shares of the Company. As of 1 July 2009, the
Company issued 9,799,505 ordinary shares at $1.11 to
the Anooraq Community Participation Trust.
• Anglo Platinum contributed approximately $6.8 million
(ZAR 45.6 million) to the Bokoni Platinum Mine ESOP
Trust (“ESOP Trust”), of which $5 million was used to
acquire shares of the Company. As of 1 July 2009, the
Company issued 4,497,062 ordinary shares at $1.11 to
the ESOP Trust. The ESOP Trust is consolidated as a
SPE by the Group (refer below).

Note 18. Share Capital
Authorised and Issued

2009
73,896,147
(2,183,033)
71,713,114

2009
17,150
16,528
162,876,322
162,910,000

2008
—
—
—
—

$162.9 million (ZAR 1.1 billion) was raised through share settled financing with the issue of cumulative mandatory convertible “B” preference shares (“B Prefs”) to RPM and a subsidiary
of Pelawan Investments (Proprietary) Limited to finance the
acquisition discussed in note 34. The final effects of the share
settled financing will result in RPM receiving a fixed number
of 115.8 million ordinary shares of Anooraq and Pelawan Investments (Proprietary) Limited, Anooraq’s controlling shareholder, receiving a fixed number of 111.6 million ordinary
shares.
These preference shares are convertible upon the earlier
of the date of receipt of a conversion notice from RPM and 1
July 2018.
A dividend will be declared on the last business day immediately prior to the conversion date, in terms of a formula set
out in the preference share subscription agreement.
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Note 19. Loans and Borrowings (in part)

Non-Current Liabilities
Senior Term Loan Facility
Redeemable “A” preference shares
(related party)
Rustenburg Platinum Mines–
Funding loans (related party)
Rustenburg Platinum Mines– OCSF
(related party)
Rustenburg Platinum Mines–
Interest free loan (related party)
Rustenburg Platinum Mines–
commitment fees (related party)
Current Liabilities
Rustenburg Platinum Mines–
Funding loans (current portion)

2009

2008

71,506,306

—

The Group has entered into an interest rate swap arrangement with Standard Chartered Bank to fix the variable interest
rate on $74 million (ZAR 500 million) of the principal amount
of the loan at 14.695%.
The Group is in compliance with the debt covenant requirements of this facility as at 31 December 2009.

352,664,289

—

Redeemable “A” Preference Shares

72,778,897

12,967,753

54,050,064

—

4,099,586

—

410,275
555,509,417

—
12,967,753

—
555,509,417

1,735,663
14,703,416

The carrying value of the Group’s loans and borrowings
changed during the year as follows:

Balance at beginning of the year
Senior Term Loan Facility
Rustenburg Platinum Mine –OCSF
Arising from business combination
Rustenburg Platinum Mine–Interest
free loan
Repaid as part of acquisition (refer
note 34)
Redeemable “A” preference shares
Redemption of “A” preference shares
Loans repaid
Increase in RPM term loan
Loan costs capitalised
Commitment fee capitalised
Finance expenses accrued
Amortisation of loan costs
Commitment fee liability
Effect of translation
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2009
14,703,416
74,050,000
51,330,745
493,666,666

2008
11,698,833
—
—
—

4,267,913

—

(251,770,000)
177,720,000
(1,066,320)
(18,049,078)
—
(4,857,128)
(407,076)
33,028,228
449,149
407,076
(17,964,174)
555,509,417

—
—
(1,885,517)
3,630,000
—
—
1,719,866
—
—
(459,766)
14,703,416

The “A” preference shares were issued by Plateau and Bokoni
Holdco to Rustenburg Platinum Mine (related party) as part of
the business combination and liabilities assumed (refer note
34). These shares are cumulative mandatory redeemable
shares which attract a fixed annual cumulative dividend of
12%. The Group is obligated to redeem the outstanding
amount including undeclared dividends which should have
been declared within six years (1 July 2015) of issue, to the extent that the Company is in the position to redeem the shares.
Any preference shares not redeemed in six years must be
redeemed after nine years (1 July 2018).
During the three year period prior to the initial maturity date,
Plateau will be required to undertake a mandatory debt refinancing and use 100% of such external debt funding raised
to settle the following amounts owing by Plateau to RPM at
such time, in the following order:
(i) any outstanding amounts of the Standby Facility;
(ii) any outstanding amounts of the OCSF; and
(iii) the redemption amount payable upon the redemption
of any outstanding Redeemable “A” Preference Shares.
Plateau is obliged to undertake the refinancing process
but if the debt is not re-financeable based upon the debt
markets at that time then there is no sanction on Plateau.
At the acquisition date, 1 July 2009, an amount of $1.1
million (ZAR 7.2 million) was repaid with surplus cash
available.
Security
The Senior Term Loan Facility is secured through various security instruments, guarantees and undertakings provided by
the Group against 51% of the cash flows generated by the
Bokoni Mine, together with 51% of the Bokoni Mine asset
base. The Standby Facility, OCSF and the “A” preference
shares rank behind the Senior Term Loan Facility for security purposes.

The terms and conditions for the outstanding borrowings at
31 December 2009 are as follows:
Senior Term Loan Facility
The senior term facility is for a period of nine years and is
payable in 12 semi-annual instalments beginning 31 January 2013. The loan accrues interest which is to be paid
semi-annually beginning 31 January 2013. During the first 36
months, interest will only be paid if there are available funds.
If there are no available funds, the accrued interest will roll-up
into the roll-up interest loan balance. At 31 December 2009,
$5 million (ZAR 36.9 million) has rolled up. This roll-up interest is limited to $35.6 million (ZAR 250 million). Interest
is calculated at a variable rate linked to the 3 month JIBAR
plus applicable margin and mandatory cost (13.049 % at 31
December 2009).
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Note 27. Finance Expenses

Financial Liabilities
Bank and short term facilities
“A” Preference shares (related party)
OCSF and funding facilities (related
party)
Senior Term Loan Facility
Interest on fair value of interest rate
swap
Other payables
Non-Financial Liabilities
Notional interest—rehabilitation
provision
Commitment fees on OCSF
Transaction fees
Total finance costs before interest
capitalised
Interest capitalised
Total finance costs

2009

2008

72,158
19,560,689

—
—

8,439,108
5,028,432

1,848,574
—

189,173
324
33,289,884

—
—
1,848,574

181,813
38,091
411,058
630,962

—
—
—
—

33,920,846
(13,580,559)
20,340,287

1,848,574
—
1,848,574

The capitalisation rate used to determine the amount of
borrowing costs eligible for capitalisation during the year is
12.95% (2008: 0%).

Compound Financial Instrument—Convertible
Bond, Repurchase of Liability Component,
Hedging of Equity Component
8.63

Noble Biocare Holding AG (Dec 2009)
CONSOLIDATED BALANCE SHEET (in part)
Equity and liabilities
Convertible bond

23

236,962

238,805

206,462

NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (in part)
Note 2. Significant accounting policies (in part)
2.20. Financial liabilities (in part)
Convertible bond
Compound financial instruments issued by the Group comprise convertible notes that can be converted into share capital. The liability component of a compound financial instrument is recognized initially at the fair value of a similar liability
that does not have an equity conversion option. The equity
component is recognized initially as the difference between
the fair value of the compound financial instrument as a whole
and the fair value of the liability component. Any directly at-

IFRS ATT 8.63

tributable transaction costs are allocated to the liability and equity components in proportion to their initial carrying amounts.
Subsequent to initial recognition, the liability component of a
compound financial instrument is measured at amortized cost
using the effective interest method. The equity component of
a compound financial instrument is not revalued subsequent
to initial recognition.

Note 11. Categorization of financial assets (in part)
in EUR ’000
Derivative instruments at fair value through profit
or loss
Hedging instruments (cash flow hedges)
Total financial investments

2009

2008

3,378
379
3,757

5,187
49,697
54,884

In 2009, the cross currency swap hedging the convertible
bond (2008: EUR 46’697 k) was unwound as a natural hedge
was put in place. Remaining financial investments comprise
primarily foreign exchange forwards. For more information
about derivative financial instruments, refer to note 29.

Note 17. Equity (in part)
The Board of Directors is authorized to increase the share
capital until 6 April 2011 by an amount of up to CHF 10 million by issuing up to 25 million fully paid-up registered shares
with a nominal value of CHF 0.40. Alternatively, the share capital may be increased by an amount of up to CHF 10 million
by issuing up to 25 million fully paid-up registered shares with
a nominal value of CHF 0.40 following the exercise of conversion and/or option rights which are granted in connection
with the issuance of bonds or similar debt instruments by the
Company or one of its Group companies in capital markets or
in connection with a transaction.

Note 23. Categorization of financial liabilities (in part)
in EUR ’000
Convertible bond
Trade payables
Non-trade payables and other liabilities
Accrued expenses
Borrowings
Bank overdraft
Total non-derivative financial liabilities
Derivative instruments at fair value through profit
or loss
Hedging instruments (cash flow hedges)
Total derivative financial instruments
Total financial liabilities as of 31 December

2009
236,962
22,158
18,776
15,222
1,331
880
295,329

2008
238,805
28,330
19,320
13,764
26,434
1,691
328,344

1,851
932
2,783
298,112

9,137
7,678
16,815
345,159

The nominal amount of the convertible bond issued through
the Group’s wholly-owned subsidiary Nobel Biocare Investment N.V., Curaçao, Netherlands Antilles, was CHF 385,000
(EUR 258,582 k), of which CHF 368,835 k (EUR 247,582 k)
was outstanding as of 31 December 2009. The following table shows the change in carrying amount of the convertible
bond.
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in EUR ’000
Convertible bond
Carrying amount of liability as of 1 January
Repurchase of liability
Accrued interest
Interest paid
Translation difference
Carrying amount of liability as of 31 December

2009

2008

238,805
−10,202
10,740
−2,485
104
236,962

206,462
—
10,094
−2,505
24,754
238,805

Note 29. Risks related to financial instruments (in part)
Risk management
Group Treasury is responsible for evaluating, monitoring and
managing financial exposures within the parameters outlined
in the Group Treasury Policy. The Audit Committee, on behalf of the Board, approved the annual update of the Group
Treasury Policy in August 2009. It is binding on a Group-wide
basis including all subsidiaries. The Group Treasury Policy
provides written principles for overall risk management, as
well as detailed written policies covering specific areas, such
as foreign exchange risk, interest rate risk, credit risk, the
use of derivative financial instruments and non-derivative financial instruments, and investment of excess liquidity. In

in EUR ’000
Maturity analysis of financial assets and
liabilities
As of 31 December 2009
Non-derivative financial liabilities
Convertible bond
Trade payables
Non-trade payables and other liabilities
Accrued expenses
Borrowings
Bank overdraft
Total non-derivative financial liabilities

2009, the Group continued to centralize and professionalize its treasury function, in particular by tightening its foreign
exchange risk management, as well as its liquidity and cash
management.
Basic financial exposure management principles
Management has to ensure that the number and experience of
personnel, as well as infrastructure capacity, meet the requirements with respect to business volume and complexity, and
that adequate internal control processes and mechanisms are
in place.
The Group evaluates the following financial exposures:
• Credit risk
• Liquidity risk
• Market risk
— Currency risk
— Interest rate risk
— Other price risk
Liquidity risk
In line with its liquidity planning and monitoring, the Group
analyzes the entire liquidity/maturity profile of all existing financial assets and liabilities on a continuous basis, including
derivatives (on a gross basis), which are needed for foreign
exchange and interest rate hedging. The table below gives an
overview of all contractual cash flows. Balances due within
12 months equal their carrying balances, as the impact of
discounting is not significant.

Carrying
Amount

Total
Contractual
Cash Flow
Amount

6 Month or
Less

6–12 Months

1–2 Years

2–5 Years

−236,962
−22,158
−18,776
−15,222
−1,331
−880
−295,329

−262,711
−22,158
−18,856
−15,222
−1,331
−880
−321,158

—
−21,885
−18,058
−14,150
−1,331
−43
–55,467

−2,477
−273
−157
−1,072
—
−837
−4,816

−260,234
—
−158
—
—
—
−260,392

—
—
−483
—
—
—
−483

Except for its convertible bond, with a carrying amount of EUR
236,962 k, and other non-current liabilities of EUR 9,175 k
(see note 23), the Group only had current liabilities (bank
overdraft, trade payables and other liabilities, including derivative financial instruments) as of 31 December 2009 and 2008.
For off-balance sheet commitments towards universities and
other institutions and for non-cancelable operating lease commitments, refer to note 27.
The conversion element of the convertible bond is covered
by treasury shares and options booked into equity. For more
details please refer to note 17.

Market risk
Currency risk
During 2009, various internal funding structures were reviewed, which resulted in the creation of a natural hedge to
offset foreign currency risk from the convertible bond. Therefore, Nobel Biocare unwound a former cross currency swap
that was in place to hedge foreign currency risk from the convertible bond on the balance sheet.
Interest rate risk
Interest rate risk is the risk of the result and/or cash flows
being negatively affected by changes in interest rates.
At Nobel Biocare, borrowing and investment horizons have
to be compatible with the needs and requirements of operational activities. Thus, duration gaps between assets and
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liabilities can occur. In 2009, Nobel Biocare did not systematically hedge its net duration risk since the Group had only a
limited number of positions, which could be actively managed
with respect to their duration. Also, the only material longterm financial liability consists of the convertible bond, which
is measured at amortized cost. Accounting restrictions make
it difficult to manage that position more actively.
Interest rate risks are presented by way of sensitivity analyses based on the following assumptions:
Fair value interest rate risk
Fixed-rate borrowings (including the convertible bond) are excluded from the sensitivity analysis as they are not measured
at fair value and, therefore, not subject to fair value interest
rate risk. As of 31 December 2009 and 2008, the Group did
not hold any significant fixed-rate financial instruments that
were measured at fair value.
Fair value
For financial receivables and payables with a remaining life
of less than one year, the nominal amount is deemed to reflect the fair value. The Group does not have any material
non-current financial assets and liabilities except for the convertible bond. The fair value of the outstanding portion of the
bond was EUR 245,788 k (2008: EUR 217,223 k) as of 31
December 2009.

Transfers of Financial Assets—Securitization
of Receivables

Liabilities and equity
As of August 31,
In Thousands of CHF
Current Liabilities
Trade payables and other current
liabilities

Notes

2009

2008

23

832,440

894,370

CONSOLIDATED CASH FLOW STATEMENT (in part)
Cash flows from investing activities
For the Fiscal Year Ended
August 31,
In Thousands of CHF
Purchase of property, plant and
equipment
Acquisition of subsidiaries, net
of cash acquired
Acquisition of associates and joint
ventures
Proceeds from disposal
of subsidiaries
Proceeds from disposal of financial
assets
Net cash flow from investing
activities

Notes

2008/09

2007/08

16

(113,314)

(226,571)

1

(16,938)

(89,234)

(164)

(2,672)

17,198

155,331

—

183

(138,891)

(181,052)

2

NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (in part)

8.64

Unnumbered Note: Summary of Accounting Policies
(in part)

Barry Callebaut AG (Dec 2009)

Trade receivables and other current assets

CONSOLIDATED INCOME STATEMENT (in part)
For the Fiscal Year Ended August 31,
In Thousands of CHF
Operating profit (EBIT)
Financial income
Financial expenses
Loss on disposal of financial assets
Result from investments in
associates and joint ventures
Profit before income taxes

Notes
9
10

2008/09
350,753
5,904
(97,493)
—

2007/08
341,111
9,060
(101,869)
(6,810)

484
259,648

381
241,873

CONSOLIDATED BALANCE SHEET (in part)
Assets
As of August 31,
In Thousands of CHF
Current Assets
Trade receivables and other current
assets

IFRS ATT 8.64

Notes

2009

2008

13

524,847

531,132

Trade receivables are stated at amortized cost, less anticipated impairment losses. Impairment provision for receivables represent the Group’s estimates of incurred losses arising from the failure or inability of customers to make payments
when due. These estimates are assessed on an individual
basis, taking into account the aging of customers’ balances,
specifc credit circumstances and the Group’s historical default experience. If the Group is satisfied that no recovery of
the amount owing is possible, the receivable is written off and
the provision related to it is reversed.
The Group maintains an asset-backed securitization program for trade receivables, transferring the contractual rights
to the cash flows of third-party trade receivables at their nominal value minus a discount. These receivables are derecognized from the balance sheet. The net amount reported under
other current assets (see note 13) or other current liabilities
(see note 23) is the amount of the discount minus the receivables already collected at the balance sheet date but not yet
remitted to the asset-purchasing company.
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Note 10. Financial expenses
In thousands of CHF
Interest expenses
Structuring fees
Charges on undrawn portion of committed credit
facilities
Total interest expenses
Foreign exchange losses, net
Bank charges and other financial expenses
Total financial expenses

The trade receivables are contractually due within a period of
one to 120 days.
2008/09
(86,223)
(1,207)

2007/08
(94,655)
(944)

(1,709)
(89,139)
(3,275)
(5,079)
(97,493)

(2,572)
(98,171)
—
(3,698)
(101,869)

Interest expenses include the net cost of interest rate swaps,
being the result of paying fixed interest rates in exchange for
receiving floating interest rates. Interest expenses for 2008/09
also include interests paid under the asset-backed securitization program for trade receivables of an amount of CHF 3.9
million (2007/08: CHF 10.0 million).
The commitment fees on the undrawn portion of the EUR
850 million Revolving Credit Facility amount to CHF 1.7 million
for 2008/09 (2007/08: CHF 2.6 million).

Note 13. Trade receivables and other current assets
As of August 31,
In thousands of CHF
Trade receivables
Prepayments
Accrued income
Trade receivables from related parties
Other taxes and receivables from government
Loans and other receivables
Other current assets
Fair values of hedged firm commitments
Total trade receivables and other current assets
(1)

2009
349,416
28,713
2,760
192
62,710
29,556
8,966
42,534
524,847

2008(1)
331,301
42,988
1,152
35
69,949
46,061
3,614
36,032
531,132

Certain comparatives have been reclassified to conform with the
current period’s presentation.

The Group runs an asset backed securitization program,
whereby trade receivables are sold at their nominal value minus a discount in exchange for cash. The net amount of the
sold receivables is CHF 262.4 million as of August 31,2009
(2008: CHF 363.0 million), and was derecognized from the
balance sheet.
Aging of trade receivables
As of August 31,
In Thousands of CHF
Trade receivables
Less impairment provision for trade receivables
Total trade receivables
Of which:
Not overdue
Past due less than 90 days
Past due more than 90 days
Impairment provision for trade receivables
Total trade receivables

2009
372,008
(22,592)
349,416

2008
351,815
(20,514)
331,301

276,232
54,178
41,598
(22,592)
349,416

244,293
69,677
37,845
(20,514)
331,301

Note 23. Trade payables and other current liabilities
As of August 31,
In Thousands of CHF
Trade payables
Trade payables to related parties
Accrued wages & social security
Other taxes and payables to governmental
authorities
Accrued expenses
Deferred income
Other payables
Hedged firm commitments (note 15)
Total trade payables and other current liabilities
(1)

2009
427,371
2,609
88,351

2008(1)
464,396
1,982
82,085

16,366
57,542
23,674
114,955
101,572
832,440

16,577
48,736
35,589
92,101
152,904
894,370

Certain comparatives have been reclassified to conform with the
current period’s presentation.

As disclosed in notes 10 and 13, the Group participates in a
program where receivables are sold to a financial institution
and derecognized from the balance sheet. Amounts payable
to the financial institution amounted as of August 31, 2009
to CHF 32.9 million (2008: CHF 26.9 million), consisting of
the balance of receivables collected before the next roll-over
date of CHF 58.8 million (2008: CHF 45.0 million), less discounts on receivables sold of CHF 25.9 million (2008: CHF
18.1 million). These amounts are included in Other payables.
Other payables also consist of outstanding ledger balances
with commodity brokers.
Movements in impairment provision for trade receivables
In Thousands of CHF
as of September 1,
Additions
Amounts written off as uncollectible
Unused amounts reversed
Change in Group structure—acquisitions
Change in Group structure—disposals
Currency translation adjustments
as of August 31,

2008/09
20,514
7,513
(4,279)
(209)
270
—
(1,217)
22,592

2007/08
25,405
6,109
(6,499)
(133)
—
(4,025)
(343)
20,514

Based on historic impairment rates and expected performance of the customers payment behavior, the Group believes that the impairment provision for trade receivables
sufficently covers the risk of default. Based on an individual
assessment on the credit risks related with other receivables,
the Group identifed no need for an impairment provision. Details on credit risks can be found in note 28.
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Note 28. Financial risk management (in part)
The nature of its business exposes the Group to a variety
of financial risks including the effects of changes in market
prices (commodity prices, foreign currency exchange rates,
interest rates) as well as credit risks and liquidity risks.
The Group’s overall strategy for managing these risks is
consistent with the Group’s objectives to maintain cost leadership, reduce earnings volatility in a cost-effective manner and
minimize potential adverse effects of such market exposures
on the financial performance of the Group. The Group’s risk
management continuously monitors the entities’ exposures to
commodity price risk, interest rate risk and foreign currency
risk as well as the use of derivative instruments.
The Group manages its business based on the following
two business models:
• Contract Business: Sales contracts for industrial,
gourmet or consumer chocolate, where Barry Callebaut
has entered into contracts with customers to deliver
fixed quantities at fixed prices. These contractually fixed
prices are generally based on the forward market prices
of the raw material components valid at the contract date
for the forward delivery date, at which the chocolate is
planned to be delivered to the customers.
• Price List Business: Barry Callebaut sets price lists for
certain gourmet and consumer products. These price
lists are normally updated at intervals of six to twelve
months. Customers buy products based on the issued
price lists without fixed commitments on quantities.
Interest rate risks
The Group is exposed to changes in interest rates through its
short- and long-term debt obligations mainly located in and
centralized at the Group’s In-house Bank. The Group’s Inhouse Bank provides the necessary liquidity in the required
functional currency towards all companies of the Group. Consequently, the Group’s debt obligations are adjusted with the
real currency mix of the Group’s liabilities in order to refect the
correct exposure to interest rates.
The Group’s policy is to manage its interest cost using an
optimal mix of fixed and variable rate debt. This optimal mix is
primarily determined by the level of the Group’s interest cover
ratio and is achieved by entering into interest rate derivative
instruments, in which it exchanges fixed and variable interest
rates.

As described in the caption “Foreign currency risks,” the
Group’s Finance Committee, which meets on a monthly basis, monitors the Group’s interest risk positions and acts as a
decision-taking body for the Group in this respect.
The Group’s Treasury Policy also covers the management
of interest rate risks. As for foreign currency risks, the Group’s
Risk Management department supervises the compliance of
the treasury interest rate risk management strategy with the
Group’s Treasury Policy and reports the status periodically to
the Group’s CFO, who informs the AFRQCC in their quarterly
meetings. The AFRQCC approves requests from the Group
Finance Committee on important treasury matters including
interest rate risks and provides recommendations thereon to
the Board of Directors, which is the highest approval authority
for all Group treasury matters.
The following schedule provides an overview of all interestbearing items per year-end closing.
As of August 31,
In Thousands of CHF
Fixed Interest Bearing Items
Carrying amount of financial liabilities
Reclassification due to interest rate derivatives
Net fixed interest position

2009

2008

523,371
310,939
834,310

557,062
214,570
771,632

Floating Interest Bearing Items
Carrying amount of financial assets
Carrying amount of financial liabilities
Reclassification due to interest rate derivatives
Net floating interest position

(37,862)
457,145
(310,939)
108,344

(38,045)
522,214
(214,570)
269,599

Sensitivity analysis on interest rate risks
The following table shows the impact of a parallel shift of interest rates by 100 basis points (bpBP) up and 25 BP down
on the Group’s equity and income statement, net of tax. Due
to lower interest rates the underlying assumptions for the sensitivity analysis have been aligned with prevailing market circumstances. The calculation is performed on both, the portion
of the outstanding debt (excluding the asset-backed securitization program; see notes 10 and 13) at floating interest
rates and the outstanding derivatives exchanging floating into
fixed interest rates at the respective year end. This sensitivity
analysis only indicates the potential impact for the respective
fiscal year at the prevailing conditions in the financial markets.
Consequently, it does not represent actual or future gains or
losses, which are strictly managed and controlled, as clearly
indicated in the Group’s Treasury Policy.

2009
As of August 31,
Impact on in Thousands of CHF

Floating rate bearing items
Interest rate swaps
Total interest rate
sensitivity

IFRS ATT 8.64

Statement of Income
100 BP
25 BP
increase
decrease
(3,145)
786
1,834
(478)
(1,311)

308

2008
Equity
100 BP
increase
–4,646

25 BP
decrease
–(1,202)

4,646

(1,202)

Statement of Income
100 BP
100 BP
increase
decrease
(3,651)
3,651
513
(535)
(3,138)

3,116

100 BP
increase
–4,628

Equity
100 BP
decrease
–(4,833)

4,628

(4,833)
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GROUP CASH FLOW STATEMENT (in part)

Credit risk and concentration of credit risk
Credit risk, i.e. the risk of counterparties defaulting, is controlled by the application of credit approvals, limits and monitoring procedures. As of August 31,2009, the largest customer
represents 4% (2008:4%) whereas the 10 biggest customers
represent 18% (2008: 11%) of trade receivables. Due to the
diverse geographic and large customer base, the Group has
no material credit risk concentration.
The extent of the Group’s credit risk exposure is represented by the aggregate balance of amounts receivable, reduced by the effects of netting arrangements, if any, with counterparties. The maximum nominal credit risk exposure in the
event all other parties fail to perform their obligation was chf
691.7 million as of August 31,2009 (2008: chf 773.2 million).
The Group has insured certain credit risks through a credit insurance policy. Selected number of customers with significant
outstanding amounts are covered by that policy.

Derivatives and Hedging
8.65

Rio Tinto plc (Dec 2009)
GROUP INCOME STATEMENT (in part)
Years ended 31 December

Note
Profit before finance items
and taxation
Finance items
Net gains/(losses) on
derivatives not qualifying
for hedge accounting

2009
US$m

2008
US$m

2007
US$m

8,292

11,233

10,155

261

(173)

57

GROUP STATEMENT OF COMPREHENSIVE
INCOME (in part)
Years ended 31 December
2009

Profit after tax for the year
Other comprehensive
income
Cash flow hedge fair value
(losses)/gains:
− Cash flow hedge fair
value (losses)/gains
− Cash flow hedge losses
transferred to the income
statement
Cash flow hedge gains on
companies disposed of
transferred to income
statement

Attributable to
Shareholders
of Rio Tinto
US$m
4,872

Outside
Interests
US$m
463

Total
US$m
5,335

(206)

(107)

(313)

16

34

50

Years ended 31 December

Note
Receipt from close out of
interest rate swaps
Cash used in financing
activities

2009
US$m

2008
US$m

2007
US$m

—

710

—

(2,463)

(9,108)

35,097

NOTES TO THE 2009 FINANCIAL STATEMENTS
(in part)
Note 1. Principal accounting policies (in part)
Basis of preparation (in part)
The IFRS financial information has been drawn up on the
basis of accounting policies consistent with those applied in
the financial statements for the year to 31 December 2008,
except for the following:
• IFRS 7 Financial instruments—Disclosures (amendment)
• Amendment to IAS 32 Financial instruments: Presentation and IAS 1 Presentation of financial statements
Puttable financial instruments and obligations arising on
liquidation
• Amendment to IAS 39—Eligible hedged items
• Amendment to IAS 39 and IFRS 7—Reclassification of
financial assets
• Amendment to IFRIC 9 and IAS 39 on embedded
derivatives
• Improvements to IFRS 2008 — to the extent mandatory
in 2009. This standard collates many minor changes
to IFRS. The amendments most relevant to the Group
relate to the classification of derivatives which are not
hedges by maturity rather than as short term and the
imputation of interest on government grants.
The effect of adopting the above standards and interpretations
is not material to Group earnings or to shareholders’ funds in
the current or prior year. Therefore, prior year information has
not been restated. IFRS 7, IFRS 8 and IAS 1 (revised) relate
to disclosure only, prior year information has been reclassified
to conform with the current presentation. The reclassifications
do not affect prior year statements of financial position.
In addition, the Group has early adopted Amendment to
IAS 32 Classification of rights issues. The amendment permits rights issues to existing shareholders which allow those
shareholders to receive a fixed number of shares at a fixed
price in a currency other than the entity’s functional currency,
to be classed as equity transactions provided the offer is pro
rata to all shareholders. Prior to the amendment such an offer
was treated as giving rise to a derivative liability. As a consequence, the US$827 million gain in the income statement
which arose at the half year under the previous accounting
rules has been removed with a corresponding credit to equity.
(p) Financial instruments (in part)
(iii) Derivative financial instruments and hedge accounting

(4)

(1)

(5)

The Group’s policy with regard to ‘Financial risk management’
is set out in note 33. When the Group enters into derivative contracts these transactions are designed to reduce
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exposures related to assets and liabilities, firm commitments
or anticipated transactions.
Commodity based contracts that meet the definition of a
derivative in IAS 39 but are entered into in accordance with the
Group’s expected purchase or sales requirements are recognised in earnings as described in note 1(c) Sales revenue
above.
All other derivatives are initially recognised at their fair value
on the date the derivative contract is entered into and are
subsequently remeasured subject to IAS 39 at their fair value
at each statement of financial position date. The method of
recognising the resulting gain or loss depends on whether or
not the derivative is designated as a hedging instrument and,
if so, the nature of the item being hedged. The Group designates certain derivatives as either hedges of the fair value
of recognised assets or liabilities or of firm commitments (fair
value hedges) or hedges of highly probable forecast transactions (cash flow hedges).
At the inception of a hedge relationship, the Group formally
designates and documents the hedge relationship to which
the Group wishes to apply hedge accounting and the risk management objective and strategy for undertaking the hedge.
The documentation includes identification of the hedging instrument, the hedged item or transaction, the nature of the risk
being hedged and how the entity will assess the hedging instrument’s effectiveness in offsetting the exposure to changes
in the hedged item’s fair value or cash flows attributable to the
hedged risk. Hedges that are expected to be highly effective
in achieving offsetting changes in fair value or cash flows are
assessed on an ongoing basis to determine that they actually
have been highly effective throughout the financial reporting
periods for which they were designated.
• Fair value hedges: Changes in the fair value of derivatives that are designated and qualify as fair value hedges
are recorded in the income statement, together with any
changes in the fair value of the hedged asset or liability or
firm commitment that is attributable to the hedged risk.
Where derivatives are held with different counterparties
to the underlying asset or liability or firm commitment,
the fair values of the derivative assets and liabilities are
shown separately in the statement of financial position
as there is no legal right of offset. The gain or loss relating to the effective portion of interest rate swaps hedging
fixed rate borrowings is recognised in the income statement within ‘interest payable and similar charges’.
• Cash flow hedges: The effective portion of changes in
the fair value of derivatives that are designated and qualify as cash flow hedges is recognised in equity. The gain
or loss relating to the ineffective portion is recognised
immediately in the income statement within ‘net operating costs.’ Amounts accumulated in equity are recycled in the income statement in the period when the
hedged item affects profit or loss, for example when the
forecast sale that is being hedged takes place. The realised gain or loss relating to the effective portion of
forward foreign exchange or commodity contracts hedging sales is recognised in the income statement within
‘sales revenue.’ When the forecast transaction that is
being hedged results in the recognition of a non financial asset the gains and losses previously deferred in
equity are transferred from equity and adjust the cost
of the asset. The gains and losses are recognised subsequently in the income statement within ‘net operating
costs’ when the non financial asset is amortised.
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When a cash flow hedging instrument expires or is sold,
or when a cash flow hedge no longer meets the criteria
for hedge accounting, although the forecasted transaction is still expected to occur, any cumulative gain or loss
relating to the instrument which is held in equity at that
time remains in equity and is recognised when the forecast transaction is ultimately recognised in the income
statement. When a forecast transaction is no longer expected to occur, the cumulative gain or loss that was
reported in equity is immediately transferred to the income statement.
When a fair value interest rate hedging instrument expires or is sold, or when a fair value interest rate hedge
no longer meets the criteria for hedge accounting, the
fair value adjustments which have been made to the
hedged item are amortised through the income statement over its remaining life.
• Derivatives that do not qualify for hedge accounting:
Any derivative contracts that do not qualify for hedge
accounting, are marked to market at the statement of financial position date. In respect of currency swaps, the
gain or loss on the swap and the offsetting gain or loss
on the financial asset or liability against which the swap
forms an economic hedge are shown in separate lines in
the income statement within the lines ‘net gains/(losses)
on derivatives not qualifying for hedge accounting’ and
‘net exchange gains/(losses) on external debt and intragroup balances.’ In respect of other derivatives, the
mark to market may give rise to charges or credits to
the income statement in periods before the transaction
against which the derivative is held as an economic
hedge is recognised. These charges or credits would
be recognised in the line ‘net gains/(losses) on derivatives not qualifying for hedge accounting.’
• Embedded derivatives: Derivatives embedded in other
financial instruments or other host contracts are treated
as separate derivatives when their risks and characteristics are not closely related to their host contracts. In
some cases, the embedded derivatives may be designated as hedges and will be accounted for as described
above.
(iv) Fair value
Fair value is the amount at which a financial instrument could
be exchanged in an arm’s length transaction between informed and willing parties. Where relevant market prices are
available, these have been used to determine fair values. In
other cases, fair values have been calculated using quotations
from independent financial institutions, or by using valuation
techniques consistent with general market practice applicable
to the instrument.
(c) Derivative financial assets and liabilities are carried at
fair value based on published price quotations for the period
for which a liquid active market exists. Beyond this period, the
Group’s own assumptions are used.
The fair values of the various derivative instruments used
for hedging purposes are disclosed in note 34. Movements
on the hedging reserve are disclosed within note 30.
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Note 24. Consolidated net debt (in part)

Analysis of Changes in Consolidated
Net Debt
At 1 January
Adjustment on currency translation
Exchange gains/(losses) taken to the
income statement (a)
Gains on derivatives related to net
debt
Cash movements excluding
exchange movements
Other movements
At 31 December
Reconciliation to Statement of
Financial Position Categories
Borrowings (note 22)
Bank overdrafts repayable on
demand (note 21)
Cash and cash equivalents (note 21)
Other liquid resources (note 20)
Derivatives related to net debt
(note 34)

Note 30. Other reserves and retained earnings
(in part)

2009
US$m

2008
US$m

(38,672)
(2,265)

(45,191)
1,296

2,222

(1,701)

20

105

19,909
(75)
(18,861)

6,864
(45)
(38,672)

(22,911)

(39,611)

(91)
4,233
73

(147)
1,181
4

(165)
(18,861)

(99)
(38,672)

Note 26. Other financial liabilities

Forward commodity
contracts: designated
as hedges
Derivatives related to net
debt
Other derivatives and
embedded derivatives:
not designated as
hedges
Other financial liabilities

Non
Current
2009
US$m

Current
2009
US$m

Non
Current
2008
US$m

Current
2008
US$m

371

128

173

84

97

68

95

4

133
—
601

167
49
412

—
—
268

355
37
480

Detailed information relating to other financial liabilities is
given in note 34.

Hedging Reserves(b)
At 1 January
Parent and subsidiaries’ net cash flow
hedge fair value (losses)/gains
Equity accounted units’ cash flow
hedge fair value (losses)/gains
Parent and subsidiaries’ net cash flow
hedge losses transferred to the
income statement
Equity accounted units’ cash flow
hedge losses transferred to the
income statement
Cash flow hedge gains reclassified
on disposal
Tax on the above
At 31 December

2009
US$m

2008
US$m

2007
US$m

14

(174)

(133)

(206)

28

(197)

(7)

3

(4)

16

245

89

7

—

—

(4)
52
(128)

—
(88)
14

—
71
(174)

Note 33. Financial risk management (in part)
The Group’s policies with regard to financial risk management
are clearly defined and consistently applied. They are a fundamental part of the Group’s long term strategy covering areas
such as foreign exchange risk, interest rate risk, commodity
price risk, credit risk, liquidity risk and capital management.
Generally, the Group only sells commodities it has produced but also enters into third party direct transactions and
physical swaps on Alumina to balance the regional positions
and to balance the loading on production facilities. In the long
term, natural hedges operate in a number of ways to help
protect and stabilise earnings and cash flow.
The Group has a diverse portfolio of commodities and markets, which have varying responses to the economic cycle.
The relationship between commodity prices and the currencies of most of the countries in which the Group operates
provides further natural protection in the long term. Production of minerals is an important contributor to the Gross Domestic Products of Australia and Canada, countries in which
the Group has a large presence. As a consequence, the Australian and Canadian currencies have historically tended to
strengthen when commodity prices are high. In addition, the
Group’s policy of borrowing primarily at floating US dollar interest rates helps to counteract the effect of economic and
commodity price cycles. These natural hedges significantly
reduce the necessity for using derivatives or other forms of
synthetic hedging. Such hedging is therefore undertaken to a
strictly limited degree, as described below.
Treasury operates as a service to the business of the Rio
Tinto Group and not as a profit centre. Strict limits on the size
and type of transaction permitted are laid down by the Rio
Tinto board and are subject to rigorous internal controls. Senior management is advised of corporate debt and currency,
commodity and interest rate derivatives through a monthly
reporting framework.
Rio Tinto does not acquire or issue derivative financial instruments for trading or speculative purposes; nor does it believe that it has material exposure to such trading or speculative holdings through its investments in joint ventures and
associates. Derivatives are used to separate funding and cash
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management decisions from currency exposure and interest
rate management. The Group uses interest rate and cross
currency interest rate swaps in conjunction with longer term
funds raised in the capital markets to achieve a predominantly
floating rate obligation which is consistent with the Group’s
interest and exchange rate policies, ie, primarily US dollar
LIBOR. However, the group reserves the right to realise swap
positions to take advantage of favourable market conditions
and to manage counterparty credit risk. No material exposure
is considered to exist by virtue of the possible non performance of the counterparties to financial instruments held by
the Group.
Derivative contracts are carried at fair value based on published quotations for the period for which a liquid active market
exists. Beyond this period, Rio Tinto’s own assumptions are
used.
(i) Foreign exchange risk
Rio Tinto’s shareholders’ equity, earnings and cash flows are
influenced by a wide variety of currencies due to the geographic diversity of the Group’s sales and the countries in
which it operates. The US dollar, however, is the currency
in which the great majority of the Group’s sales are denominated. Operating costs are influenced by the currencies of
those countries where the Group’s mines and processing
plants are located and also by those currencies in which the
costs of imported equipment and services are determined.
The Australian and Canadian dollars and the Euro are the
most important currencies (apart from the US dollar) influencing costs. In any particular year, currency fluctuations may
have a significant impact on Rio Tinto’s financial results. A
strengthening of the US dollar against the currencies in which
the Group’s costs are partly determined has a positive effect
on Rio Tinto’s Underlying earnings.
Given the dominant role of the US currency in the Group’s
affairs, the US dollar is the currency in which financial results
are presented both internally and externally. It is also the most
appropriate currency for borrowing and holding surplus cash,
although a portion of surplus cash may also be held in other
currencies, most notably Australian dollars, Canadian dollars
and the Euro. This cash is held in order to meet short term
operational and capital commitments and, for the Australian
dollar, dividend payments. The Group finances its operations
primarily in US dollars, either directly or using cross currency
interest rate swaps. A substantial part of the Group’s US dollar
debt is located in subsidiaries having a US dollar functional
currency.
However, certain US dollar debt and other financial assets
and liabilities including intragroup balances are not held in the
functional currency of the relevant subsidiary. This results in
an accounting exposure to exchange gains and losses as the
financial assets and liabilities are translated into the functional
currency of the subsidiary that accounts for those assets and
liabilities. These exchange gains and losses are recorded in
the Group’s income statement except to the extent that they
can be taken to equity under the Group’s accounting policy
which is explained in note 1(d). Gains and losses on US dollar net debt and on intragroup balances are excluded from
Underlying earnings. Other exchange gains and losses are
included in Underlying earnings.
As noted above, Rio Tinto hedges interest rate and currency
risk on most of its foreign currency borrowings by entering into
cross currency interest rate swaps, and/or interest rate swaps
when required. These have the economic effect of convert-
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ing fixed rate foreign currency borrowings to floating rate US
dollar borrowings. See section B (d) of note 34—Financial
instruments for the details of currency and interest rate contracts relating to borrowings.
After taking into account relevant swap instruments, almost
all of the Group’s net debt is either denominated in US dollars
or in the functional currency of the entity holding the debt. The
table below summarises the net debt by currency.

Net (Debt)/Funds by Currency
United States dollar
Australian dollar
South African rand
UK sterling
Euro
Canadian dollar
Other
Total

2009
US$m
(18,466)
(232)
60
(35)
(140)
(137)
89
(18,861)

2008
US$m
(38,111)
(351)
52
(34)
(77)
(122)
(29)
(38,672)

Currency hedging
Under normal market conditions, the Group does not generally believe that active currency hedging of transactions would
provide long term benefits to shareholders. The Group reviews on a regular basis its exposure and reserves the right
to enter into hedges to maintain financial stability. Currency
protection measures may be deemed appropriate in specific
commercial circumstances and are subject to strict limits laid
down by the Rio Tinto board, typically hedging of capital expenditures and other significant financial items such as tax
and dividends. There is a legacy of currency forward contracts used to hedge operating cash flow exposures which
was acquired with the North companies. Refer to section B
((a) to (d)) of note 34—Financial instruments for the currency
forward and option contracts used to manage the currency
risk exposures of the Group at 31 December 2009.
Foreign exchange sensitivity: Risks associated
with exposure to financial instruments
The sensitivities below give the estimated effect of a ten
per cent strengthening in the full year closing US dollar exchange rate on the value of financial instruments. The impact
is expressed in terms of the effect on net earnings, Underlying earnings and equity, assuming that each exchange rate
moves in isolation. The sensitivities are based on financial
assets and liabilities held at 31 December 2009, where balances are not denominated in the functional currency of the
subsidiary and exclude financial assets and liabilities held
by equity accounted units (see note b below). They also exclude exchange movements on local currency deferred tax
balances and provisions. These balances will not remain constant throughout 2010, and therefore these numbers should
be used with care.
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At 31 December 2009
Gains/(losses) associated with 10% strengthening of the US
dollar

Currency Exposure
Australian dollar (a)
Canadian dollar
South African rand
Euro
New Zealand dollar
(a)

(b)

(c)

Closing
Exchange
Rate
US Cents
89
95
14
144
73

Effect on
Net
Earnings
US$m
178
5
13
252
2

Of Which
Amount
Impacting
Underlying
Earnings
US$m
66
61
2
13
—

Impact
Directly
on
Equity
US$m
(1)
—
(42)
—
—

The sensitivities show the net sensitivity of US$ exposures in A$
functional currency companies, for example, and A$ exposures
in US$ functional currency companies.
The sensitivities presented are on financial assets and liabilities of
subsidiaries and proportionally consolidated entities, and do not
include non-financial instruments such as provisions or post retirement benefits, or sensitivities arising from financial assets and
liabilities within equity accounted units. The impact of reflecting
these items primarily impacts the Canadian dollar sensitivity, with
a US$69 million reduction in net earnings (2008: US$9 million reduction), a US$67 million reduction in Underlying earnings (2008:
US$21 million reduction), and a US$114 million increase recorded
directly in equity (2008: US$56 million increase).
Rio Tinto Alcan Inc., which has a US functional currency for accounting purposes, has a significant amount of US dollar denominated external and intragroup debt held in Canada and is taxed
on a Canadian currency basis. The above sensitivities as at 31
December 2009 for a 10 per cent strengthening of the US dollar
do not include any tax benefit related to this debt because the
capital losses generated would not be recognised. If the US dollar weakened below 97 Canadian cents then tax charges would
begin to be recognised at 15 per cent.

Similarly at 31 December 2008, the above sensitivities for a
10 per cent strengthening of the US dollar did not include
any tax benefit related to this debt because the capital losses
generated would not have been recognised. If the US dollar
had weakened below 97 Canadian cents then tax charges
would have begun to be recognised at 15 per cent.
(ii) Interest rate risk
Interest rate risk refers to the risk that the value of a financial
instrument or cash flows associated with the instruments will
fluctuate due to changes in market interest rates. Rio Tinto’s
interest rate management policy is generally to borrow and
invest at floating interest rates. This approach is based on
historical correlation between interest rates and commodity
prices. In some circumstances, an element of fixed rate funding may be considered appropriate. As noted above, Rio Tinto
hedges interest rate and currency risk on most of its foreign
currency borrowings by entering into cross currency interest rate swaps in order to convert fixed rate foreign currency
borrowings to floating rate US dollar borrowings. The market
value of these interest rate and cross currency interest rate
swaps moves in alignment with the market and at times can
act as alternative sources of funding. The Group reviews the
positions on a regular basis and may act to either monetise
in-the-money value or achieve lower costs of funding. See
section B (d) of note 34—Financial instruments for the details

621

of currency and interest rate contracts relating to borrowings.
At the end of 2009, US$8.3 billion (2008: US$10.6 billion) of
the Group’s debt was at fixed rates after taking into account
interest rate swaps and finance leases, making the fixed to
floating debt ratio 36 per cent fixed to 64 per cent floating.
A monthly Treasury report is provided to senior management which summarises corporate debt exposed to currency
risks and, where applicable, the offsetting derivatives. See
section B (d) of note 34 - Financial instruments for the details
of currency and interest rate contracts relating to borrowings.
See note 22—Borrowings for the details of debt outstanding
at 31 December 2009.
Based on the Group’s net debt and other floating rate financial instruments outstanding as at 31 December 2009, the effect on net earnings of a half percentage point increase in US
dollar LIBOR interest rates, with all other variables held constant, would be a reduction of US$37 million (2008: US$100
million). These balances will not remain constant throughout
2010, however, and therefore these numbers should be used
with care.
(iii) Commodity price risk
The Group’s normal policy is to sell its products at prevailing market prices. Exceptions to this rule are subject to strict
limits laid down by the Rio Tinto board and to rigid internal
controls. Rio Tinto’s exposure to commodity prices is diversified by virtue of its broad commodity base and the Group does
not generally believe commodity price hedging would provide
long term benefit to shareholders. The Group may hedge certain commitments with some of its customers or suppliers.
Details of commodity derivatives held at 31 December 2009
are set out in note 34—B a) to c) Financial instruments.
Metals such as copper and aluminium are generally sold
under contract, often long term, at prices determined by reference to prevailing market prices on terminal markets, such
as the London Metal Exchange (LME) and COMEX in New
York, usually at the time of delivery. Prices fluctuate widely in
response to changing levels of supply and demand but, in the
long run, prices are related to the marginal cost of supply. Gold
is also priced in an active market in which prices respond to
daily changes in quantities offered and sought. Newly mined
gold is only one source of supply; investment and disinvestment can be important elements of supply and demand. Contract prices for many other natural resource products including
iron ore and coal are generally agreed annually or for longer
periods with customers, although volume commitments vary
by product.
Certain products, predominantly copper concentrate, are
‘provisionally priced’, ie the selling price is subject to final adjustment at the end of a period normally ranging from 30 to
180 days after delivery to the customer, based on the market
price at the relevant quotation point stipulated in the contract.
Revenue on provisionally priced sales is recognised based on
estimates of fair value of the consideration receivable based
on forward market prices. At each reporting date provisionally priced metal is marked to market based on the forward
selling price for the period stipulated in the contract. For this
purpose, the selling price can be measured reliably for those
products, such as copper for which there exists an active and
freely traded commodity market such as the London Metal Exchange and the value of product sold by the Group is directly
linked to the form in which it is traded on that market.
The marking to market of provisionally priced sales contracts is recorded as an adjustment to sales revenue.
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At the end of 2009, the Group had 267 million pounds of
copper sales (2008: 183 million pounds) that were provisionally priced at US 335 cents per pound (2008: US 133 cents
per pound). The final price of these sales will be determined
during the first half of 2010. A ten per cent change in the price
of copper realised on the provisionally priced sales would increase or reduce net earnings by US$55 million (2008: US$15
million).
Approximately 27 per cent of Rio Tinto’s 2009 Underlying earnings from operating businesses came from products
whose prices were terminal market related and the remainder
came from products priced by direct negotiation.
Commodity price sensitivity: Risks associated
with derivatives
The table below summarises the impact of changes in the
market price on the following commodity derivatives including those aluminium forward and option contracts embedded
in electricity purchase contracts outstanding at 31 December
2009, but excluding the impact of commodity and embedded
derivatives held by equity accounted units (see note a). The
impact is expressed in terms of the resulting change in
the Group’s net earnings for the year or, where applicable,
the change in equity. The sensitivities are based on the assumption that the market price increases by ten per cent with
all other variables held constant. The Group’s ‘own use contracts’ are excluded from the sensitivity analysis below as they
are outside the scope of IAS 39. Such contracts to buy or sell
non financial items can be net settled but were entered into
and continue to be held for the purpose of the receipt or delivery of the non financial item in accordance with the business
unit’s expected purchase, sale or usage requirements.
These sensitivities should be used with care. The relationship between currencies and commodity prices is a complex
one; changes in exchange rates can influence commodity
prices and vice versa.
At 31 December 2009
Gains/(losses) associated with 10% increase from year end
price

Products
Copper
Aluminium
Oil
Total
(a)

Effect on
Net Earnings
US$m
(1)
(19)
3
(17)

Effect Directly on
Equity Attributable to
Rio Tinto
US$m
(18)
(24)
—
(42)

The sensitivities presented do not include those arising from balances within equity accounted units. The impact of reflecting equity accounted units primarily relates to the aluminium sensitivity,
with a US$55 million reduction in net earnings (2008:US$83 million reduction).

Note 34. Financial instruments (in part)
Except where stated, the information given below relates to
the financial instruments of the parent companies and their
subsidiaries and proportionally consolidated units, and ex-
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cludes those of equity accounted units. The information is
grouped in the following sections:
B—Derivative financial instruments
C—Fair value
(B) Derivative financial instruments
The Group’s derivatives, including embedded derivatives, as
at 31 December 2009, are summarised below:
(a) Forward contracts relating to operating transactions:
designated as hedges
Assets (note 20)

Buy Australian Dollar;
Sell US Dollar
Less than 1 year
Between 1 and 5 years
Total
Other currency forward contracts
Total currency forward contracts

Total Fair
Value 2009
US$m
8
—
8

Total Fair
Value 2008
US$m
7
2
9

—
8

12
21

The above currency forward contracts were acquired with
companies purchased in 2000 and were entered into by those
companies in order to reduce their exposure to the US dollar
through forecast sales.
Aluminium Price Exposures Embedded in
Electricity Purchase Contracts
Less than 1 year
Between 1 and 5 years
Total

—
—
—

6
36
42

Coal Forward Contracts
Less than 1 year
Between 1 and 5 years
Total

—
—
—

35
—
35

—

77

8

98

Total commodity forward contracts
Total assets related to forward contracts
designated as hedges

Coal commodity contracts have been entered into in order to
reduce exposure to movements in the coal price.
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Liabilities (note 26)
Total Fair
Value
2009
US$m
(118)
(317)
(435)

Total Fair
Value
2008
US$m
(34)
(146)
(180)

Coal (API & 2) Forward Contracts
Less than 1 year
Between 1 and 5 years
Total

(4)
—
(4)

(18)
(4)
(22)

Coal (GC NewC) Forward Contracts
Less than 1 year
Total

—
—

(31)
(31)

(4)

—

(443)

(233)

Copper forward contracts
Less than 1 year
Between 1 and 5 years
Total

Aluminium Forward Contracts Embedded in
Electricity Purchase Contracts
Between 1 and 5 years
Total liabilities related to forward contracts
designated as hedges

The hedged forecast transactions denominated in foreign currencies and the hedged commodity purchase or sales contracts are expected to occur in line with the maturity dates
of the derivatives hedging these particular exposures. Gains
and losses recognised in equity for these cash flow hedges
will be recycled into the income statement in the period during
which the hedged transaction affects the income statement.
Where the hedged transaction relates to capital expenditures,
the gain or loss on the derivative will be recognised in the
income statement within ‘depreciation’ as the fixed asset is
amortised.
Gains and losses recognised in the hedging reserve in equity, net of tax and outside interests, for the year to 31 December 2009, comprised cash flow hedge fair value losses of
US$151 million including equity accounted units (2008: gains
of US$20 million) and net cash flow hedge losses reclassified
from equity and included in the income statement for the period amounted to US$13 million (2008: US$168 million; 2007:
US$61 million).
The ineffective portion arising from cash flow hedges recognised in the income statement was US$2 million (2008: US$6
million; 2007: US$(1) million).
c) Forward and option contracts relating to operating
transactions: not designated as hedges

The above copper forward contracts were entered into as a
condition of the refinancing of Palabora in 2005, and reduce
the Group’s exposure to movements in the copper price. Coal
forward contracts have been entered into in order to reduce
exposure to movements in the coal price.
Aluminium price exposures are embedded within certain
aluminium smelter electricity purchase contracts. These contracts reduce the Group’s exposure to movements in the aluminium price.

Assets
Forward Contracts
Buy New Zealand Dollar; Sell US Dollar
Less than 1 year
Between 1 and 5 years
Total

b) Options relating to operating transactions:
designated as hedges

The above currency forward contracts relating to the New
Zealand dollar were taken out to manage exposures impacting on operating costs.

Total Fair
Value
2009
US$m
35
—
35

Total Fair
Value
2008
US$m
15
15
30

Liabilities (note 26)

Aluminium Options Embedded in
Electricity Purchase Contracts
Less than 1 year
Between 1 and 5 years
Total

Total Fair
Value 2009
US$m
(6)
(50)
(56)

Total Fair
Value 2008
US$m
(1)
(23)
(24)

Embedded options exist within an electricity purchase contract for a smelter. These derivatives reduce the Group’s exposure to movements in the aluminium price. A number of
put and call options were combined to form synthetic forward
contracts that were designated as hedges of variable priced
aluminium sales.
Reconciliation to Statement of Financial
Position Categories for Derivatives
Designated as Hedges
— non current assets (note 20)
— current assets (note 20)
— current liabilities (note 26)
— non current liabilities (note 26)
Total derivatives designated as hedges,
detailed above

2009
US$m
—
8
(128)
(371)

2008
US$m
38
60
(84)
(173)

(491)

(159)

Aluminium Forward Contracts
Less than 1 year
Between 1 and 5 years
Total

Total
Fair Value
2009
US$m
153
63
216

Total
Fair Value
2008
US$m
—
—
—

The above aluminium forward contracts were taken out to
manage exposure to movements in the aluminium price.
Option Contracts
Aluminium Options Embedded in
Electricity Purchase Contracts
Less than 1 year
Between 1 and 5 years
More than 5 years
Total

Total Fair
Value 2009
US$m
—
—
—
—

Total Fair
Value 2008
US$m
1
26
18
45
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The above aluminium options embedded in electricity purchase contracts reduce exposure to movements in the aluminium price.
Others:
Less Than 1 Year
Other embedded derivatives
Other commodity contracts
Other currency forward contracts and swaps
Between 1 and 5 years
Other commodity contracts
Total
Total assets relating to derivatives not
designated as hedges (note 20)
Liabilities
Forward Contracts
Aluminium Forward Contracts
Less than 1 year
Between 1 and 5 years
Total

—
12
26

6
2
4

2
40

—
12

291

87

Total Fair
Value 2009
US$m
(44)
(3)
(47)

Total Fair
Value 2008
US$m
(158)
(7)
(165)

The above aluminium forward contracts were taken out to
manage exposure to movements in the aluminium price.
These contracts are not designated as hedges as they are
predominantly offset by other aluminium forward contracts.
Option Contracts
Aluminium Options Embedded in
Electricity Purchase Contracts
Less than 1 year
Between 1 and 5 years
More than 5 years
Total

Total Fair
Value 2009
US$m
(29)
(103)
(14)
(146)

Total Fair
Value 2008
US$m
(10)
(79)
(73)
(162)

The above aluminium options embedded in electricity purchase contracts reduce exposure to movements in the aluminium price.
Others:
Less than 1 year
Other currency derivative contracts
Other embedded derivatives
Other commodity contracts
Between 1 and 5 years
Other embedded derivatives
Other derivatives
Total
Total liabilities relating to derivatives not
designated as hedges (note 26)
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—
(87)
(7)

(3)
(20)
(5)

(11)
(2)
(107)

—
—
(28)

(300)

(355)

Reconciliation to statement of financial position categories
for derivatives not designated as hedges

— non-current assets (note 20)
— current assets (note 20)
— current liabilities (note 26)
— non-current liabilities (note 26)
Total derivatives not designated as hedges,
detailed above

2009
US$m
65
226
(167)
(133)

2008
US$m
—
87
—
(355)

(9)

(268)

d) Currency and interest contracts relating to borrowings
Total Fair
Value 2009
US$m

Total Fair
Value 2008
US$m

Liabilities
Buy US Dollar: Sell GBP
Less than 1 year
Other currency swaps
Total currency swaps

(68)
—
(68)

(95)
(4)
(99)

Interest contracts relating to borrowings
Between 1 and 5 years
More than 5 years
Total interest rate swaps

(8)
(89)
(97)

—
—
—

(165)
(165)

(99)
(99)

Total derivatives related to net debt
Designated as fair value hedges

Reconciliation to statement of financial position categories
for currency and interest derivatives

— current liabilities (note 26)
— non-current liabilities (note 26)
Total currency and interest rate contracts,
detailed above

2009
US$m
(68)
(97)

2008
US$m
(4)
(95)

(165)

(99)

The currency contracts are used to swap non US dollar denominated external debt to US dollar floating. The interest rate
contracts are used to convert certain fixed rate obligations to
a floating rate.
The ineffective portion arising from fair value hedges recognised in the income statement was nil (2008:US$91 million).
The 2008 amount relates to interest rate swaps unwound during the year with a principal of US$5.9 billion which were dedesignated as hedges ahead of the unwind.
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(C) Fair values
The carrying values and the fair values of Rio Tinto’s financial instruments, other than trade and other receivables and
payables, at 31 December are shown in the following table.
The fair values of the Group’s cash, short term borrowings
and loans to jointly controlled entities and associates approximate their carrying values, as a result of their short maturity
or because they carry floating rates of interest.
31 December 2009

Primary Financial Instruments Held or Issued to Finance
the Group’s Operations
Equity shares and quoted funds (note 20)
Other investments, including loans (note 20)
Cash and cash equivalents (note 21)
Other liquid resources (note 20)
Short term borrowings and bank overdrafts (notes 21 and 22)
Medium and long term borrowings (note 22)
Loans to equity accounted units including quasi equity
Deferred consideration (note 25)
Other financial liabilities (note 26)
Derivatives:
Forward contracts: designated as hedges (Section B (a) of
note 34)
Option contracts: designated as hedges (Section B (b) of
note 34)
Forward contracts and option contracts not designated as
hedges (Section B (c) of note 34)
Currency swaps hedging borrowings (Section B (d) of note 34)
Interest rate swap agreements (Section B (d) of note 34)

31 December 2008

Carrying Value
US$m

Fair Value
US$m

Carrying Value
US$m

Fair Value
US$m

658
505
4,233
73
(847)
(22,155)
1,761
(119)
(49)
(15,940)

658
505
4,233
73
(847)
(23,318)
1,761
(119)
(49)
(17,103)

261
480
1,181
4
(10,034)
(29,724)
1,113
(318)
(37)
(37,074)

261
480
1,181
4
(10,059)
(29,752)
1,113
(318
(37)
(37,127)

(435)

(435)

(135)

(135)

(56)

(56)

(24)

(24)

(9)
(68)
(97)
(16,605)

(9)
(68)
(97)
(17,768)

(268)
(99)
—
(37,600)

(268)
(99)
—
(37,653)
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Valuation hierarchy
The table below shows the financial instruments carried at fair
value by valuation method at 31 December 2009.

Assets
Equity shares and quoted funds (note 20)
Other investments, including loans (note 20)
Cash and cash equivalents (note 21)
Other liquid resources (note 20)
Loans to equity accounted units including quasi equity
Liabilities
Short term borrowings and bank overdrafts (notes 21 and 22)
Medium and long term borrowings (note 22)
Deferred consideration (note 25)
Other financial liabilities (note 26)
Derivatives
Forward contracts: designated as hedges (Section B (a) of note 34)
Option contracts: designated as hedges (Section B (b) of note 34)
Forward contracts and option contracts not designated as hedges
(Section B (c) of note 34)
Currency swaps hedging borrowings (Section B (d) of note 34)
Interest rate swap agreements (Section B (d) of note 34)
(a)
(b)
(c)

Total

Level 1
(a)

Level 2
(b)

Level 3
(c)

Not held
at Fair
Value

658
505
4,233
73
1,761

644
129
—
—
—

14
—
—
—
—

—
106
—
—
—

—
270
4,233
73
1,761

(847)
(22,155)
(119)
(49)
(15,940)

—
—
—
—
773

—
—
—
—
14

—
—
—
—
106

(847)
(22,155)
(119)
(49)
(16,833)

(435)
(56)

—
—

(430)
—

(5)
(56)

—
—

(9)
(68)
(97)
(16,605)

—
—
—
773

132
(68)
(97)
(449)

(141)
—
—
(96)

—
—
—
(16,833)

Valuation is based on unadjusted quoted prices in active markets for identical financial instruments. This category includes listed equity
shares and other quoted funds.
Valuation is based on inputs that are observable for the financial instruments which includes quoted prices for similar instruments or identical
instruments in markets which are not considered to be active or either directly or indirectly based on observable market data.
Valuation is based on inputs for the asset or liability that are not based on observable market data (unobservable inputs).

Level 3 Financial assets and Financial liabilities
The table below shows the summary of changes in the fair
value of the Group’s level 3 financial assets and financial liabilities for the year ended 31 December 2009.

Opening balance
Currency translation adjustments
Realised gains to income statement
Unrealised losses to income statement
Unrealised losses to comprehensive income
Additions
Disposals
Closing balance
Total losses for the year included in the
income statement for assets and liabilities
held at year end

IFRS ATT 8.65

Level 3 Financial Assets
and Financial Liabilities
(50)
(1)
(24)
(35)
(66)
38
(6)
(96)

(31)
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SECTION 9: BUSINESS COMBINATIONS∗

IFRS 3, BUSINESS COMBINATIONS

Recognition and Measurement

IFRSs Overview and Comparison
to U.S. GAAP

IFRSs

9.01 As a result of the second phase of the joint project be-

tween the International Accounting Standards Board (IASB)
and the Financial Accounting Standards Board (FASB), the
IASB issued a revised International Financial Reporting
Standard (IFRS) 3, Business Combinations, in January 2008.
The first phase of this project resulted in the issuance of the
original IFRS 3 in 2004 and reflected the IASB’s conclusion that most business combinations should be accounted
for using the acquisition method. The second phase had the
objective of reaching the same conclusions as FASB with respect to the application of the acquisition method. Although
the IASB and FASB reached similar conclusions on most
matters, several significant differences between the two standards remain.
9.02 IFRS 3 established two important changes in terminol-

ogy, including the following:
• Acquisition method replaced purchase method.
• Noncontrolling interest replaced minority interest.
9.03 IFRS 3 establishes principles for recognition and mea-

surement of identifiable assets acquired, liabilities assumed,
and any noncontrolling interest in the acquired entity, as well
as any goodwill acquired in the business combination or any
gain from a bargain purchase. IFRS 3 also establishes disclosure requirements aimed at enabling users of the financial
statements to adequately evaluate the nature and financial
effects of the business combination.
9.04 IFRS 3 is effective for business combinations with an

acquisition date on or after the beginning of the first annual reporting period beginning on or after July 1, 2009. Early application is permitted. Application of IFRS 3 before July 1, 2009,
requires disclosure of that fact and also requires application
of International Accounting Standard (IAS) 27, Consolidated
and Separate Financial Statements, as amended in 2008, at
the same time. (See section 1, “General Topics and Related
Disclosures,” for more information on IAS 27.) Among other
significant provisions, the amendments previously described
to IFRS 3 replaced the term purchase method, which was previously used to describe the method of accounting for business combinations, with the term acquisition method. The
IASB concluded that a business combination should be described in terms of an economic event rather than in terms of
consolidation accounting.
∗

Unless otherwise indicated, references to International Accounting Standards Board (IASB) standards and interpretations throughout this 2010
edition of IFRS Accounting Trends & Techniques refer to the version
of those standards and interpretations included in the IFRS 2010 bound
volume, the official printed consolidated text of IASB standards and interpretations, including revisions, amendments, and supporting documents,
issued as of January 1, 2010.

9.05 IFRS 3 applies to a transaction or other event that meets

the definition of a business combination, defined in IFRSs
as a transaction or other event in which an acquirer obtains
control of one or more businesses. IFRS 3 requires the use
of the acquisition method and identification of one of the
combining entities as the acquirer. The acquirer is the entity
that obtains control of the other entities (acquirees). IFRS 3
does not apply to any of the following transactions:
• Formation of a joint venture,
• Acquisition of an asset or a group of assets that does
not constitute a business, or
• Combination of entities or businesses under common
control, as it is described in paragraphs B1–B4 of
appendix B, “Application Guidance,” of IFRS 3
9.06 The fundamental difference between the current IFRS

3 and the former IFRS 3 is that the acquiring entity should
measure each identifiable asset acquired and liability assumed at their acquisition date fair value rather than at an
allocated amount of the cost of the transaction.
9.07 IFRS 3 permits an entity to measure the noncontrol-

ling interest in the acquiree at either fair value or its proportionate share of the acquiree’s net identifiable assets. If the
noncontrolling interest is measured at fair value, its carrying
amount includes its proportionate share of the recognized
goodwill.
9.08 Limited exceptions exist to these general recognition

and measurement principles for certain assets and liabilities.
These exceptions include the following:
• Classify leases and insurance contracts based on the
contracts’ terms at their inception rather than their
acquisition date, as necessary to apply other IFRSs
subsequently.
• Recognize contingent liabilities assumed that constitute
a present obligation and can be measured reliably, even
if it is not probable that an outflow of resources embodying economic benefits will be required to settle the
obligation.
• Measure of other assets and liabilities that fall within
the scope of IAS 12, Income Taxes; IAS 19, Employee
Benefits; IFRS 2, Share-based Payment; and IFRS 5,
Non-current Assets Held for Sale and Discontinued Operations in accordance with those standards and not at
fair value.
• Measure reacquired rights based on the remaining contractual term of the related contract and indemnification
assets on the same basis as the indemnified item, subject
to a valuation allowance for uncollectible amounts.
9.09 An entity should recognize the difference between

the sum of the fair values of the consideration transferred,
the noncontrolling interest, any previously held equity interest in the acquiree, and the net identifiable assets acquired,
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measured in accordance with this standard, either as goodwill
or, in certain circumstances, as a gain on a bargain purchase.

Disclosure

9.10 IFRS 3 eliminated the concept of negative goodwill.

IFRSs

Prior to these revisions, an entity initially recognized the
identifiable assets acquired and liabilities assumed (net assets acquired) at cost by allocating the consideration paid
using relative fair values. When the consideration paid was
more than the total fair value of the net assets acquired, the
entity recognized the difference as goodwill. When the consideration paid was less than the total fair value, the entity
allocated the difference and proportionately reducing carrying values. IFRS 3 now requires an entity to recognize the
net assets acquired initially at fair value. Therefore, when the
consideration paid is less than the fair value of the net assets,
an entity recognizes this difference in profit or loss on the
acquisition date and refers to this difference as a gain on a
bargain purchase.
U.S. GAAP
Author’s Note
Although IFRS 3 is the result of a convergence project
between IASB and FASB, differences between IFRS
3 and Financial Accounting Standards Board (FASB)
Accounting Standards CodificationTM (ASC) 805 remain. The text of IFRS 3 includes a detailed comparison of the differences between the two standards. This
section only describes several key recognition and measurement differences.
9.11 Unlike IFRS 3, FASB ASC 805-20-30-1 requires an

entity to measure the noncontrolling interest at fair value on
initial recognition. No alternative measurement is permitted.
9.12 Additionally, measurement differences exist between

IFRSs and FASB ASC 805-20-30 even when the boards
reached the same conclusions because there are differences in
the measurement requirements of other standards (for example, deferred tax assets and employee benefit obligations).
Disclosure requirements also can differ either because the
entities within the scope of IFRS 3 are different from those
entities subject to the comparable guidance under FASB ASC
805 or disclosure requirements are different for the various
types of entities. For example, unlike FASB ASC 805-1015-4, IFRS 3 does not provide a scope exception for notfor-profit entities that elect to prepare financial statements in
accordance with IFRSs.
9.13 Like IFRS 3, an entity should not adjust assets and

liabilities that arose from business combinations whose
acquisition dates preceded the application of FASB ASC
805.

Presentation
Author’s Note
IFRS 3 does not contain separate presentation requirements beyond those found in IAS 1, Presentation of
Financial Statements. Although an entity should apply
IRFS 3 prospectively, some disclosures regarding
changes in accounting policies required by IAS 8, Accounting Policies, Changes in Accounting Estimates
and Errors, are relevant.

IFRS ATT 9.10

9.14 Prior to the 2008 revision, IFRS 3 had the following

three disclosure objectives:
• Disclose information that permits evaluation of the
nature and financial effect of business combinations
that occurred during the reporting period or after the
reporting date but before the financial statements were
issued
• Disclose information that permits evaluation of gains,
losses, error corrections, and other adjustments related
to business combinations that were recognized in the
current period
• Disclose information that permits evaluation of changes
in the carrying amount of goodwill during the period
9.15 The 2008 revisions to IFRS 3 resulted in the latter two

objectives being combined into one objective to disclose information that permits evaluation of adjustments related to
business combinations recognized during the current reporting period.
9.16 Disclosure requirements that remain unchanged in the

2008 revisions to IFRS 3 include information about the nature
of the combination include the following:
• Name and description of the acquiree
• Acquisition date
• Percentage of voting equity interests acquired
• Primary reasons for the business combination and a description of how the acquirer obtained control of the
acquiree
9.17 Additional disclosures, including those resulting from

the 2008 revisions to IFRS 3, include the following:
• Acquisition date fair value of the total consideration
transferred.
• Acquisition date fair value of each major class of consideration (for example, cash, other assets, liabilities
assumed, and equity instruments transferred).
• Amounts recognized for each major class of assets acquired and liabilities assumed.
• Information about contingent liabilities recognized and,
if not recognized for lack of measurement reliability, the
reasons why the contingency could not be measured
reliably.
• Goodwill expected to be tax deductible.
• Descriptions for assets and liabilities recognized separately from the business combination.
• Amounts of any gains on bargain purchases, the line
item in which gain is reported, and the reasons why
combination resulted in a gain.
• Noncontrolling interest, such as the following:
— Amounts of noncontrolling interest, if any.
— Measurement basis used.
— If the measurement basis is fair value, information
about valuation models used and key model inputs.
• Information about combinations achieved in stages, including the amount of equity interest held before the
acquisition date.
• Additional information also is disclosed for each individually material combination, such as the following:
— Information about incomplete accounting.
— Changes in rights to contingent consideration.

P1: KaD
ACPA166-09

AICPA

AICPA-IFRS-ATT.cls

December 20, 2010

10:38

629

Section 9: Business Combinations

•

•

•

•

•
•

— Reconciliation of the carrying amount of goodwill.
— Qualitative description of the factors that make up
the goodwill recognized (for example, expected synergies from combined operations and intangible assets that did not qualify for separate recognition).
Amounts of revenues and profit or loss of the acquiree
subsequent to the acquisition date that are included in
the acquirer’s consolidated statement of comprehensive
income, unless disclosure is impracticable. If impracticable, disclose this fact and provide an explanation.
Information in the aggregate for individually immaterial
business combinations that are material in aggregate,
such as the following:
— Information about incomplete accounting.
— Changes in rights to contingent consideration.
— Reconciliation of the carrying amount of goodwill.
Amounts and explanations of gains or losses recognized
during the period related to assets assumed and liabilities incurred that are relevant to an understanding of the
combined entity’s financial performance.
Amounts of revenue and profit and loss of the combined
entity for all business combinations in total for the current reporting period as if the acquisition date was as of
the beginning of the reporting period.
Acquired receivables, including fair values; gross contractual amounts; and estimated uncollectible amounts.
Contingent consideration arrangements and indemnification assets.

9.18 IFRS 3 retains the disclosure requirements of IFRS

3 as originally issued with modifications to reflect the shift
from the original cost-based approach to the acquisition date
fair value approach of IFRS 3 revised. New disclosure requirements required by the 2008 revisions were added either
in response to requests from commentators during review
of the exposure draft or to converge with FASB ASC 805
disclosures.
U.S. GAAP
9.19 Most of the required disclosures are similar to those

required by IFRS 3. Both IFRSs and U.S. GAAP require
supplemental pro forma disclosures for the current period
only. However, FASB ASC 805-10-50-2 requires these disclosures for public entities only, whereas IFRSs require them
for all entities. FASB ASC 805-10-50 also requires pro forma
disclosures for the comparative prior period, with a focus on
revenues and earnings of the combined entity (for public entities only), whereas IFRS 3 has no such requirement.
Author’s Note
FASB ASC 805-10-50-2 adds several disclosures about
business combinations achieved in stages, including the
valuation technique(s) used to measure the acquisition
date fair value of the equity interest the acquirer held
immediately before the business combination and other
information helpful to users in assessing the inputs used
to develop the fair value measurement of the equity interest in the acquiree held by the acquirer immediately
before the business combination.

9.20 Paragraphs 5–6 of FASB ASC 805-10-50 require an ac-

quirer to disclose information about business combinations
completed in the current and prior periods. Unlike IFRSs,
these paragraphs do not specifically require the disclosure of
gains or losses recognized in the current period that relate to
the identifiable assets acquired or liabilities assumed in the
business combination. However, these paragraphs, in conjunction of FASB ASC 805-10-25-7, require an entity to disclose changes to prior measurements. Both IFRSs and FASB
ASC 805-10-50 include a general requirement for acquirers
to disclose information that would be relevant to users’ understanding of the business combination.
9.21 FASB ASC 805-10-50 disclosures about contingencies

differ from those required by IFRS 3 because the recognition
criteria differ.

Presentation and Disclosure
Excerpts—Initial Application
Author’s Note
The survey companies selected for this edition have annual periods ending on or before December 31, 2009,
which precede the effective date of the 2008 amendments to IFRS 3, absent an early adopter. However,
several survey companies early adopted IFRS 3 as revised in 2008 in their 2009 financial statements; therefore, the financial statement and disclosure excerpts
that follow are all based on the requirements of IFRS
3 (2008).

Acquisition Method—Financed Through
Issue of Cumulative Mandatory Convertible
Preference Shares
9.22

Anooraq Resources Corporation (Dec 2009)
Author’s Note
Anooraq Resources is a Canadian company that first
adopted IFRSs in its 2009 financial statements. In addition to applying IFRS 3 as revised in 2008, Anooraq
changed other accounting policies as a result of firsttime adoption of IFRSs.
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CONSOLIDATED STATEMENTS OF FINANCIAL
POSITION (in part)
As at 31 December 2009 and 2008
(Expressed in Canadian Dollars, unless otherwise stated)

Equity
Share capital
Treasury shares
Convertible preference shares
Foreign currency translation reserve
Hedging reserve
Share-based payment reserve
Accumulated loss
Total equity attributable to equity holders of the Group
Non-controlling interest
Total equity

Note

2009

2008

18
18
18

71,713,114
(4,991,726)
162,910,000
(9,390,899)
(731,293)
19,770,786
(111,798,092)
127,481,890
82,025,730
209,507,620

54,948,341
—
—
129,684
—
17,584,974
(76,266,461)
(3,603,462)
—
(3,603,462)

Note
24
25

2009
62,627,868
(80,966,467)
(18,338,599)
(124,079)
(11,657,610)
(10,401,725)
1,138,850
(39,383,163)

2008
—
—
—
(61,140)
(12,010,258)
—
5,779
(12,065,619)

CONSOLIDATED STATEMENTS OF
COMPREHENSIVE LOSS (in part)
For the years ended 31 December 2009 and 2008
(Expressed in Canadian Dollars, unless otherwise stated)

Revenue
Cost of sales
Gross loss
Depreciation
Administrative expenses
Transaction costs
Other income
Operating loss
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CONSOLIDATED STATEMENTS OF CHANGES
IN EQUITY (in part)
For the years ended 31 December 2009 and 2008
(Expressed in Canadian Dollars, unless otherwise stated)
Attributable to Equity Holders of the Company
Share Capital
Amount

186,640,007

54,948,341

—

—

—

—

—

—

—

—

—

—

—

—

—

—

—

—

—

—

—

—

—

—

—

—

—

18

14,296,567

15,869,148

18

—

—

—

34

Total
comprehensive
loss for the year

Total contributions
by and
distributions to
owners
Balance at
31 Dec. 2009

Foreign
Currency
Translation
Reserve

Number of
Shares

Note

Transactions with
owners,
recorded directly
in equity
Contributions by
and distributions
to owners
Ordinary shares
issued
Preference shares
issued
Share options
repriced
Share-based
payment
transactions

Convertible
Preference
Amount
Shares

Number of
Shares

Balance at
31 Dec. 2008
Arising from
business
acquisition
Total
comprehensive
loss for the year
Loss for the year
Other
comprehensive
loss
Foreign currency
translation
differences
Effective portion of
changes in fair
value of cash
flow hedges, net
of tax
Total other
comprehensive
loss

Treasury Shares

ShareBased
Payment
Reserve

129,684 17,584,974

Hedging Accumulated
Reserve
Loss

Total

NonControlling
Interest

Total Equity

(3,603,462)

—

(3,603,462)

—

(76,266,461)

—

—

—

—

—

—

—

(9,520,583)

—

—

—

(9,520,583)

—

—

—

—

(731,293)

—

(731,293)

—

—

—

(9,520,583)

—

(731,293)

— (10,251,876)

—

—

—

(9,520,583)

—

(731,293) (35,531,631) (45,783,507) (20,800,926) (66,584,433)

(4,497,062) (4,991,726)

—

—

—

—

—

—

— 162,910,000

—

—

—

— 162,910,000

— 162,910,000

—

—

—

—

—

1,117,441

—

—

1,117,441

—

1,117,441

806,898

895,625

—

—

—

—

1,068,371

—

—

1,963,996

—

1,963,996

15,103,465

16,764,773

(4,497,062) (4,991,726) 162,910,000

—

2,185,812

—

— 176,868,859

— 176,868,859

201,743,472

71,713,114

(4,497,062) (4,991,726) 162,910,000 (9,390,899) 19,770,786

(731,293) (111,798,092) 127,481,890

82,025,730 209,507,620

— 102,826,656 102,826,656

(35,531,631) (35,531,631) (16,248,898) (51,780,529)

10,877,422

(4,552,028) (14,072,611)

—

(731,293)

(4,552,028) (14,803,904)

—

10,877,422
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CONSOLIDATED STATEMENTS OF CASH FLOWS
(in part)
For the years ended 31 December 2009 and 2008
(Expressed in Canadian Dollars, unless otherwise stated)
Note
Cash Flows From Investing Activities
Investment in environmental trusts
Acquisition of cash in a business combination—Bokoni Mine
Bokoni mine acquisition
Asset acquisition
ESOP Trust contribution
Proceeds on disposal of property, plant and equipment
Acquisition of property, plant and equipment
Deferred acquisition costs
Proceeds on disposal of financial assets
Cash utilised from investing activities
Cash Flows From Financing Activities
Long term borrowings raised
Long term borrowings raised—Senior debt
Long term borrowings raised—OCSF
Common shares issued
“A” Preference shares issued
“A” Preference shares repaid
“B” Preference shares issued
Transaction costs paid
Vendor claims settled
Interest free loan raised
Repayment of Anglo Platinum loan
Cash generated from financing activities

34
34
34
34
7/8

19
19
19
19
18
34
19

2009

2008

(216,245)
3,576,912
(119,956,375)
(6,592,523)
(6,741,102)
118,311
(24,450,310)
—
14
(154,261,318)

—
—
—
—
—
54,140
(473,642)
(1,219,813)
—
(1,639,315)

—
74,050,000
51,330,745
15,869,148
177,720,000
(1,066,320)
162,910,000
(4,857,128)
(251,770,000)
4,267,913
(16,790,368)
211,663,990

3,630,000
—
—
2,037,558
—
—
—
—
—
5,667,558

NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (in part)

secured will be sufficient to meet immediate ongoing operating and capital cash requirements of the Group.

For the years ended 31 December 2009 and 2008
(Expressed in Canadian Dollars, unless otherwise stated)

Note 3. Basis of Presentation (in part)

Note 2. Going Concern

The Group changed its accounting policies as of 1 January
2009 in the following areas:

The consolidated financial statements are prepared on the
basis that the Group will continue as a going concern which
contemplates the realisation of assets and settlement of
liabilities in the normal course of operations as they become
due.
Anooraq completed the acquisition of an operating mine
(refer note 34) and secured various funding arrangements
(refer note 19) in order to fund the purchase consideration and
to fund its planned business objectives. The funding agreements include securing a long term credit facility, the Operating Cash Flow Shortfall Facility (“OCSF”), with Rustenburg
Platinum Mines Limited (“RPM”) for an amount of $208 million
(ZAR 1,470 million). The facility will be used to fund operating cash and capital requirements for an initial period of three
years. As at 31 December 2009, the Group utilised $54 million (ZAR 381 million) thereof to fund operating requirements
at Bokoni as the mining operations are not currently generating sufficient cash flows to fund operations and operational
projects.
As a result of securing the financial resources and long
term funding, management expects that cash flows from
the acquired mining operations and the additional financing

IFRS ATT 9.22

3.4 Change in accounting policies

(i) Accounting for business combinations
As a result of the acquisition, discussed in note 34, the
Group early adopted IFRS 3, Business Combinations (2008),
(“IFRS 3”) and IAS 27, Consolidated and Separate Financial
Statements (2008), (“IAS 27”) for all business combinations
occurring in the financial year commencing 1 January 2009.
All business combinations occurring on or after 1 January
2009 are accounted for by applying the acquisition method.
The change in accounting policy is applied prospectively and
resulted in previously capitalised transaction costs amounting
to $1.6 million being expensed on 1 January 2009.
The Group applied the acquisition method for the business
combinations as disclosed in note 34.
Control is the power to govern the financial and operating
policies of an entity so as to obtain benefits from its activities.
In assessing control, consideration is given to potential voting
rights that are currently exercisable. The acquisition date is the
date on which control is transferred to the acquirer. Judgement
is applied in determining the acquisition date and determining
whether control is transferred from one party to another.
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Goodwill is measured as the fair value of the consideration transferred including the recognised amount of any noncontrolling interest in the acquiree, less the net recognised
amount (generally fair value) of the identifiable assets acquired and liabilities assumed, all measured at the acquisition
date. To the extent that the fair value exceeds the consideration transferred, the excess is recognised in profit or loss.
Consideration transferred includes the fair values of the assets transferred, liabilities incurred by the Group to the previous owners of the acquiree, and equity interests issued by
the Group. Consideration transferred also includes the fair
value of any contingent consideration and share-based payment awards of the acquiree that are replaced mandatorily in
the business combination.
A contingent liability of the acquiree is assumed in a business combination only if such a liability represents a present
obligation and arises from a past event, and its fair value can
be measured reliably.
Non-controlling interest is measured at its proportionate interest in the fair value of the identifiable net assets of the
acquiree.
Transaction costs incurred in connection with a business
combination, such as legal fees, due diligence fees and other
professional and consulting fees are expensed as incurred,
unless it is debt related. Directly attributable transaction costs
related to debt instruments are capitalised.
If the Group obtains control over one or more entities that
are not businesses, then the bringing together of those entities are not business combinations. The cost of acquisition
is allocated among the individual identifiable assets and liabilities of such entities, based on their relative fair values at
the date of acquisition. Such transactions do not give rise to
goodwill and no non-controlling interest is recognised.

Note 4. Accounting Policies (in part)
The consolidated financial statements have been prepared
on the historical cost basis as set out in the accounting policies below. Certain items, including derivative financial instruments, are stated at fair value. These consolidated financial
statements are presented in (unless stated otherwise) Canadian Dollars (“$”), which is also the Company’s functional
currency.
The accounting policies set out below are applied consistently to all years presented in these consolidated financial
statements and have been applied consistently by Group entities except as explained in note 3.4, which addresses changes
in accounting policies.
4.1 Basis for consolidation (in part)
(i) Business combinations

5.1 Property, plant and equipment
The fair value of property, plant and equipment recognised as
a result of a business combination is based on market values. The market value of property is the estimated amount
for which a property could be exchanged on the date of valuation between a willing buyer and a willing seller in an arm’s
length transaction after proper marketing wherein the parties
had each acted knowledgeably and willingly. The fair value of
items of plant, equipment, fixtures and fittings is based on the
market approach and cost approaches using quoted market
prices for similar items when available and replacement cost
when appropriate.
The fair value of mining rights included in property, plant
and equipment acquired as part of a business combination
is determined using the multi-year excess earnings method,
whereby the subject asset is valued after deducting a fair return on all other assets that are part of creating the related
cash flows.
5.2 Mineral property interest
The fair value of mineral property interests acquired is determined using a market comparative approach. In applying a
market comparative approach, a selection of appropriate historic transactions is used to determine an average transaction
value.

Note 7. Property, Plant and Equipment
Summary

Cost
Balance at beginning of year
Arising from business combination
(refer note 34)
Additions
Transferred from capital work-in-progress
Disposals
Adjustment to rehabilitation assets
Effect of translation
Closing balance
Accumulated Depreciation
Balance beginning of year
Charge for the year
Disposals
Effect of translation
Closing balance
Carrying value

2009

2008

540,482

183,208

725,226,891
31,478
9,382,489
(49,072)
2,691,883
(30,693,133)
707,131,018

—
472,619
—
(66,432)
—
(48,913)
540,482

70,847
13,557,111
—
109,324
13,737,282
693,393,736

77,714
61,140
(48,717)
(19,290)
70,847
469,635

The Group changed its accounting policy with respect to accounting for business combinations. Refer note 3.4(i) for further details.

Note 5. Determination of Fair Values (in part)
A number of the Group’s accounting policies and disclosures
require the determination of fair value, for both financial and
non-financial assets and liabilities. Fair values have been determined for measurement and/or disclosure purposes based
on the following methods. When applicable, further information about the assumptions made in determining fair values is
disclosed in the notes specific to that asset or liability.
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Total

Mining
Development
and
Infrastructure

Plant and
Equipment

Buildings

Motor
Vehicles

Furniture
and Fittings

Cost
Balance at beginning of year
Arising from business combination (refer note 34)
Additions
Transferred from capital work-in progress
Disposals
Adjustment to rehabilitation assets
Effect of translation
Closing balance

540,482
725,226,891
31,478
9,382,489
(49,072)
2,691,883
(30,693,133)
707,131,018

—
572,786,270
—
260,939
—
2,691,883
(24,312,236)
551,426,856

—
120,784,234
—
2,145,453
—
—
(5,121,246)
117,808,441

—
30,067,544
—
6,915,047
—
—
(1,224,976)
35,757,615

—
1,528,701
19,629
61,050
(49,072)
—
(64,781)
1,495,527

540,482
60,142
11,849
—
—
—
30,106
642,579

Accumulated Depreciation
Balance beginning of year
Charge for the year
Effect of translation
Closing balance
Carrying value

70,847
13,557,111
109,324
13,737,282
693,393,736

—
5,185,702
40,542
5,226,244
546,200,612

—
6,073,907
47,486
6,121,393
111,687,048

—
1,878,881
14,689
1,893,570
33,864,045

—
284,770
2,226
286,996
1,208,531

70,847
133,851
4,381
209,079
433,500

Certain assets are encumbered (refer to note 19).

Note 8. Capital Work-in-Progress
Capital work-in-progress consists of mine development and
infrastructure costs relating to the Bokoni mine and will be
transferred to property, plant and equipment when the relevant
projects are commissioned.

Arising from business combination
(refer note 34)
Additions
Transfer to property, plant and equipment
Capitalisation of borrowing costs
Effect of translation

2009

2008

216,194,965
24,418,832
(9,382,489)
13,580,559
(8,972,952)
235,838,915

—
—
—
—
—
—

Capital work-in-progress is funded through cash generated
from operations and available loan facilities.

Note 9. Mineral Property Interests

Balance at beginning of year
Transfer from equity accounted investee
(refer note 11)
Asset acquisition (refer note 34)
Effect of translation

2009
4,200,000

2008
4,200,000

2,552,701
6,592,523
(121,521)
13,223,703

—
—
—
4,200,000

The Group’s mineral property interest consists of various early
stage exploration projects as detailed below:
Ga-Phasha
In January 2004, Anooraq and Pelawan combined their respective Platinum Group Metals (“PGM”) assets, comprising
the Anooraq’s Northern and Western Limb PGM projects and
Pelawan’s 50% participation interest in the Ga-Phasha Project
on the Eastern Limb of the Bushveld Complex in South Africa.

IFRS ATT 9.22

The Ga-Phasha property consists of four farms—Portion 1
of Paschaskraal 466KS, and the whole of farms Klipfontein
465KS, De Kamp 507KS and Avoca 472KS—covering an
area of approximately 9,700 hectares.
As of 1 July 2009, the joint venture agreements terminated and Ga-Phasha Platinum Mines (Proprietary) Limited
(“GPM”), a wholly owned subsidiary of Bokoni Holdco, owns
the respective interest in the assets relating to the Ga-Phasha
Project. Anooraq owns an effective 51% interest in the
Ga-Phasha Project.
Anooraq increased its interest in the GPM exploration
project assets from 50% to 51% through the transaction discussed in note 34.
Work on the Ga-Phasha project is continuing towards the
preparation of a pre-feasibility study. The mineral title relating
to the Ga-Phasha project is held by GPM.
Platreef
As of 1 July 2009, the Group holds an effective 51% in Platreef properties located on the Northern Limb of the Bushveld
Complex in South Africa. Bokoni Holdco holds a prospecting contract with the South African Department of Mineral
Resources (“DMR”) for farm Noord Holland 775LR (1,229
hectares) bringing the aggregate land package of its Platreef
Property to approximately 13,400 hectares. Annual option
fees ranging from ZAR 3 per hectare to ZAR 18 per hectare
are payable to the DMR. The Group received conversion to
new order prospecting rights.
Boikgantsho
As of 1 July 2009, the Boikgantsho joint venture agreements terminated and Boikgantsho Platinum Mine (Proprietary) Limited (“BPM”), a private company incorporated under
the laws of South Africa, a wholly owned subsidiary of Bokoni
Holdco, owns the interest in and assets relating to the Boikgantsho Project. Anooraq owns an effective 51% interest in
the Drenthe 778LR and Witrivier 777LR farms and a portion
of PPRust’s adjacent Overysel 815LR farm. These farms are
located on the Northern Limb of the Bushveld Complex. The
Group has submitted new order prospecting right applications
with the DMR and is awaiting approval.
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Kwanda
As of 1 July 2009, the Kwanda joint venture agreements terminated and Kwanda Platinum Mine (Proprietary) Limited, a
private company incorporated under the laws of South Africa,
a wholly owned subsidiary of Bokoni Holdco, owns the interest
in and assets relating to the Kwanda Project. Anooraq owns
an effective 51% interest in this project. The Group received
conversion to new order prospecting rights for the Kwanda
North and Kwanda South properties.
Rietfontein
On 10 October 2001, the Company completed an agreement with African Minerals Ltd., now Ivanhoe Nickel and Platinum Ltd. (“Ivanplats”), a private affiliate of Ivanhoe Capital
Corporation, whereby Ivanplats had the right to earn a 50%
interest in the Group’s 2,900 hectare Rietfontein 2KS farm
(“Rietfontein”). Under the terms of this agreement, Ivanplats
had to incur at least $750,000 in expenditure pursuant to exploration activities undertaken on Rietfontein in accordance
with an approved program in each of the ensuing two years
(of which the year one program was completed) to obtain
the right to form a 50/50 joint venture with the Company on
Rietfontein. There was a disagreement over budgets, compilation and analysis of the exploration results, and the overall
adequacy and completeness of Ivanplats’ exploration activities. Subsequent to year end, the Ivanhoe Nickel and Platinum
dispute was settled and a revised joint venture agreement was
entered into.

Note 10. Goodwill
Arising from business combination
(refer note 34)
Effect of translation

2009

2008

12,932,712
(550,143)
12,382,569

—
—
—

For impairment considerations, refer note 7.

Note 18. Share Capital

Authorised and Issued
Ordinary shares with no par value
B2 Convertible Preference shares of
$0.1418 (ZAR 1) each
B3 Convertible Preference shares of
$0.1418 (ZAR 1) each

Number of Shares
2009
2008
201,743,472 186,640,007
115,800

—

111,600

—

The Company issued the following ordinary shares on 1 July
2009:
• Anglo Platinum contributed an amount of $15.4 million
(ZAR 103.8 million) to the Anooraq Community Participation Trust. Approximately $10.9 million was used to
acquire shares of the Company. As of 1 July 2009, the
Company issued 9,799,505 ordinary shares at $1.11 to
the Anooraq Community Participation Trust.
• Anglo Platinum contributed approximately $6.8 million
(ZAR 45.6 million) to the Bokoni Platinum Mine ESOP
Trust (“ESOP Trust”), of which $5 million was used to
acquire shares of the Company. As of 1 July 2009, the
Company issued 4,497,062 ordinary shares at $1.11 to
the ESOP Trust. The ESOP Trust is consolidated as a
SPE by the Group (refer below).

Treasury shares

2009
4,991,726

2008
—

Treasury shares relate to shares held by the ESOP Trust in
Anooraq, which is consolidated by the Group.
Preference Shares
B2 Convertible Preference shares
B3 Convertible Preference shares
Share premium

2009
17,150
16,528
162,876,322
162,910,000

2008
—
—
—
—

$162.9 million (ZAR 1.1 billion) was raised through share settled financing with the issue of cumulative mandatory convertible “B” preference shares (“B Prefs”) to RPM and a subsidiary
of Pelawan Investments (Proprietary) Limited to finance the
acquisition discussed in note 34. The final effects of the share
settled financing will result in RPM receiving a fixed number
of 115.8 million ordinary shares of Anooraq and Pelawan Investments (Proprietary) Limited, Anooraq’s controlling shareholder, receiving a fixed number of 111.6 million ordinary
shares.
These preference shares are convertible upon the earlier
of the date of receipt of a conversion notice from RPM and
1 July 2018.
A dividend will be declared on the last business day immediately prior to the conversion date, in terms of a formula set
out in the preference share subscription agreement.

The Company’s authorised share capital consists of an unlimited number of ordinary shares without par value. During
the year cumulative convertible redeemable “B” preference
shares were issued to facilitate the transaction as discussed in
note 34.
Share Capital
Share capital
Share issue costs

2009
73,896,147
(2,183,033)
71,713,114

2008
57,131,414
(2,183,073)
54,948,341
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Note 19. Loans and Borrowings (in part)
2009

2008

71,506,306
352,664,289
72,778,897
54,050,064
4,099,586
410,275
555,509,417

—
—
12,967,753
—
—
—
12,967,753

—
555,509,417

1,735,663
14,703,416

2009
14,703,416
74,050,000
51,330,745
493,666,666
4,267,913
(251,770,000)
177,720,000
(1,066,320)
(18,049,078)
—
(4,857,128)
(407,076)
33,028,228
449,149
407,076
(17,964,174)
555,509,417

2008
11,698,833
—
—
—
—
—
—
—
(1,885,517)
3,630,000
—
—
1,719,866
—
—
(459,766)
14,703,416

Deferred Tax Liabilities
Property plant and equipment (including capital work-in-progress)
Prepayments
Environmental trust fund contributions
Inventories
Gross deferred tax liability

2009
257,251,314
253,564
599,636
305,721
258,410,235

2008
—
—
—
—
—

Deferred Tax Assets
Provision for environmental liabilities
Unredeemed capital expenditure
Accrual for employee leave liabilities
Provision for share-based compensation
Calculated tax losses
Gross deferred tax asset
Net deferred tax liability

(1,965,891)
(22,440,284)
(2,002,797)
(40,974)
(18,476,180)
(44,926,126)
213,484,109

—
—
—
—
—
—
—

Non-Current Liabilities
Senior Term Loan Facility
Redeemable “A” preference shares (related party)
Rustenburg Platinum Mines—Funding loans (related party)
Rustenburg Platinum Mines—OCSF (related party)
Rustenburg Platinum Mines—Interest free loan (related party)
Rustenburg Platinum Mines—commitment fees (related party)
Current Liabilities
Rustenburg Platinum Mines—Funding loans (current portion)

The carrying value of the Group’s loans and borrowings
changed during the year as follows:

Balance at beginning of the year
Senior Term Loan Facility
Rustenburg Platinum Mine—OCSF
Arising from business combination
Rustenburg Platinum Mine—Interest free loan
Repaid as part of acquisition (refer note 34)
Redeemable “A” preference shares
Redemption of “A” preference shares
Loans repaid
Increase in RPM term loan
Loan costs capitalised
Commitment fee capitalised
Finance expenses accrued
Amortisation of loan costs
Commitment fee liability
Effect of translation

Note 20. Deferred Tax (in part)
Deferred tax liabilities and assets on the statement of financial
position relate to the following:
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The movement in the net deferred tax liability recognised in
the statement of financial position is as follows:

Balance at beginning of year
Arising from business combination
(refer note 34)
Current year
Effect of translation

2009
—

2008
—

231,040,913
(7,668,639)
(9,888,165)
213,484,109

—
—
—
—

2009
—

2008
—

4,308,137
2,691,883
181,813
(160,795)
7,021,038

—
—
—
—
—

12,642,974

—

(2,578,131)
10,064,843

—
—

Note 32. Cash Used by Operations (in part)

(i) Increase in Trade and Other
Receivables
Opening balance
Arising from business combination
(refer note 34)
Closing balance
Movement for the year
Effect of translation

Note 21. Provisions
Provision Raised for Rehabilitation
Balance at beginning of the year
Arising from business combination
(refer note 34)
Capitalised to property, plant and equipment
Notional interest
Effect of translation
Future Net Obligations
Undiscounted rehabilitation cost
Amount invested in environmental trust fund
(refer note 12)
Total future net obligation—undiscounted

The Group intends to finance the ultimate rehabilitation costs
from the money invested in environmental trust funds, ongoing
contributions, as well as the proceeds on sale of assets and
metals from plant clean-up at the time of mine closure.
Key Assumptions Used in Determining
the Provision:
Discount period
South African discount rate (risk free rate)
South African inflation

Sensitivity
1% increase
1% decrease

Revenue
Cost of sales
Loss before income tax
Income tax
Depreciation
Finance income
Finance expense
Total assets
Additions to non-current assets
Total Liabilities

2009
20 years
8.4%
5.2%

2008
—
—
—

Inflation
Rate
1,449,016
(1,209,612)

Discount
Rate
(1,167,215)
(1,416,795)

Bokoni Mine
62,627,868
(81,904,961)
(39,753,539)
6,596,600
(12,542,425)
102,664
(19,113,833)
1,013,025,599
24,438,460
(642,004,400)

(ii) Decrease/Increase in Trade and Other
Payables
Opening balance
Arising from business combination
(refer note 34)
Closing balance
Movement for the year
Effect of translation
(iii) Increase in Inventories
Opening balance
Acquired in 1 July business
acquisition—Bokoni (per note 34)
Closing balance
Movement for the year
Effect of translation

2009

2008

271,554

269,188

22,477,941
(23,466,503)
(717,008)
(1,010,848)
(1,727,856)

—
(271,554)
(2,366)
—
(2,366)

1,798,839

(520,711)

(30,845,374)
26,948,647
(5,695,566)
1,326,985
(4,368,581)

—
1,798,839
1,278,128
—
1,278,128

—

—

—
(1,091,860)
(1,091,860)
8,470
(1,083,390)

—
—
—
—
—

Note 33. Segment Information
The Group has two reportable segments as described below.
These segments are managed separately based on the nature of operations. For each of the segments, the Group’s CEO
reviews internal management reports monthly. The following
summary describes the operations in each of the Group’s reportable segments:
• Bokoni Mine—Mining of PGM’s.
• Projects—Mining exploration in Boikgantsho, Kwanda,
and Ga-Phasha exploration projects.
The reporting segments have changed from the prior year as a
result of the acquisition discussed in note 34. The prior year’s
information has been re-classified in line with this change. The
majority of operations and functions are performed in South
Africa. An insignificant portion of administrative functions are
performed in the Company’s country of domicile.

31 December 2009
Projects
Total
—
62,627,868
—
(81,904,961)
(180,426,480)
(220,180,019)
—
6,596,600
—
(12,542,425)
—
102,664
—
(19,113,833)
10,769,629 1,023,795,228
—
24,438,460
(15,435,136)
(657,439,536)

31 December 2008
Bokoni Mine
Projects
—
—
—
—
—
(576,965)
—
—
—
—
—
—
—
—
—
6,718,971
—
—
— (8,822,050)

Total

Note

—
—
—
—
—
—
—
—
—

(i)
(ii)
(iii)
(iv)
(v)
(vi)
(vii)
(viii)
(ix)
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In the prior year, Ga-Phasha was equity accounted as it was
classified as an investment in joint venture. Therefore, only
the Group’s share of Ga-Phasha’s loss is disclosed in the
annual financial statements. Refer note 11 for the joint venture
disclosure.
Reconciliations of reportable segment cost of sales, loss
before income tax, income tax, depreciation, finance income,
finance expense, assets, addition to non-current assets and
liabilities:
2009

2008

(i) Cost of Sales
Total cost of sales for reportable
segments
Corporate and consolidation adjustments
Consolidated cost of sales

(81,904,961)
938,494
(80,966,467)

—
—
—

(ii) Loss Before Income Tax
Total loss before tax for reportable
segments
Corporate and consolidation adjustments
Consolidated loss before income tax

(220,180,019)
160,766,005
(59,414,014)

(576,965)
(13,393,131)
(13,970,096)

(iii) Income Tax
Taxation for reportable segments
Corporate and consolidation adjustments
Consolidated taxation

6,596,600
1,036,885
7,633,485

—
—
—

(iv) Depreciation
Depreciation for reportable segments
Corporate and consolidation adjustments
Consolidated depreciation

(12,542,425)
(1,014,685)
(13,557,110)

—
—
—

(v) Finance Income
Finance income for reportable segments
Corporate and consolidation adjustments
Consolidated finance income

102,664
426,621
529,285

—
—
—

(vi) Finance Expenses
Finance expense for reportable
segments
Corporate and consolidation adjustments
Consolidated finance expense

(19,113,833)
(1,226,454)
(20,340,287)

—
—
—

(vii) Assets
Assets for reportable segments
Corporate and consolidation adjustments
Consolidated assets

1,023,795,228
(9,580,223)
1,014,215,005

6,718,971
6,179,822
12,898,793

(viii) Additions to Non-Current Assets
Additions to non-current assets for
reportable segments
Corporate and consolidation adjustments
Consolidated additions to non-current
assets

24,438,460
11,850

—
—

24,450,310

—

(ix) Liabilities
Liabilities for reportable segments
Corporate and consolidation adjustments
Consolidated liabilities

(657,439,536)
(147,267,849)
(804,707,385)

(8,822,050)
(7,680,205)
(16,502,255)

IFRS ATT 9.22

Note 34. Acquisitions of Subsidiary and
Non-Controlling Interests
Anooraq, through Plateau, acquired 51% controlling interests
in Bokoni as well as an additional one percent interest in several PGM exploration projects, including the advanced stage
Ga-Phasha Project, the Boikgantsho Project, and the early
stage Kwanda Project. The acquisition of the controlling interest was affected by Plateau acquiring 51% of the shareholding
of Bokoni Holdco on 1 July 2009, for an aggregate purchase
consideration of $385 million (ZAR 2.6 billion), which includes
$251 million used to repay loans and borrowings assumed in
the transaction.
Bokoni, previously 100% owned by Anglo Platinum, is located on the north-eastern limb of the Bushveld Complex adjacent to the Ga-Phasha Project. The Bokoni mining operation
consists of a vertical shaft and declines to access the underground development on the Merensky and UG2 Reefs, and
two concentrators.
Pursuant to the terms of the acquisition agreements,
Plateau acquired 51% of the shares in, and claims on shareholders loan account against Bokoni Holdco. The joint venture agreements in respect of the Ga-Phasha Project, Boikgantsho Project and Kwanda Project were terminated and
these projects were transferred into separate project companies, established as wholly-owned subsidiaries of Bokoni
Holdco.
Financing
The Group financed the purchase consideration transferred
of $385 million (ZAR 2.6 billion) as follows:
• $111 million (ZAR 750 million) of senior debt funding in
terms of the Standard Chartered senior term loan facility
(the “Senior Term Loan Facility”) from Standard Chartered Bank plc (“Standard Chartered” or “SCB”) provided to Plateau, of which $74 million (ZAR 500 million)
was drawn down on 1 July 2009. The Group applied approximately $44 million (ZAR 300 million) of the Senior
Term Loan Facility in part settlement of the consideration
transferred. Refer note 19 for details.
• On 11 December 2009, 34% of the facility was acceded
to First Rand Bank Limited, acting through its Rand Merchant Bank division (“RMB”). The same terms apply as
per the initial agreement with SCB;
• $177.8 million (ZAR 1.2 billion) through the issue of cumulative mandatory redeemable “A” preference shares
(“A Prefs”) of Plateau to RPM (refer note 19); and
• $162.9 million (ZAR 1.1 billion) through the effects of
a share settled financing with the issue of cumulative
convertible “B” preference shares (“B Prefs”) to RPM
and a subsidiary of Pelawan Investments (Proprietary)
Limited. The final effects of the share settled financing
will result in RPM receiving a total of 115.8 million ordinary shares of Anooraq and Pelawan Investments (Proprietary) Limited, Anooraq’s controlling shareholder, receiving 111.6 million ordinary shares, to maintain its minimum 51% shareholding in the Company.
Transaction costs amounting to $15.2 million associated with
finalising the transaction were incurred of which $10.4 million,
relating to the acquisition, was recognised in profit or loss. The
remaining costs were capitalized to the related debt.
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Identifiable assets acquired and liabilities assumed
The following summarises the amounts of assets acquired
and liabilities assumed at the acquisition date:

Property, plant and equipment
Capital work in progress
Cash deposits held in Platinum
Producers Environmental Trust
Other non-current assets
Trade and other receivables
Cash and cash equivalents
Loans and borrowings (owing to RPM)
Deferred taxation
Provisions
Current tax payable
Trade and other payables
Total identifiable net assets

Carrying Value
767,109,345
216,194,965

Fair Value
725,226,891
216,194,965

2,356,993
741
22,477,941
3,576,912
(493,666,666)
(60,367,689)
(4,308,137)
(123,034)
(30,845,374)
422,405,997

2,356,993
741
22,477,941
3,576,912
(493,666,666)
(231,040,913)
(4,308,137)
(123,034)
(30,845,374)
209,850,319

Goodwill
Goodwill was recognised as a result of the
acquisition as follows:
Total purchase consideration
Assets acquired as part of the transaction
(refer note 9)
Contributions received from Anglo Platinum
relating to ESOP Trust
Repayment of loans and borrowings to RPM
(refer note 19)
Consideration transferred as part of
business combination
Non—controlling interest in Bokoni
Less total identifiable net assets
At acquisition goodwill, as of 1 July 2009
Effect of translation
Goodwill at 31 December 2009

2009

2008

385,060,000

—

(6,592,523)

—

(6,741,102)

—

(251,770,000)

—

119,956,375
102,826,656
(209,850,319)
12,932,712
(550,143)
12,382,569

—
—
—
—
—
—

Anooraq increased its interest in the PGM exploration project
assets from 50% to 51% through the above mentioned transaction. The acquisition of the additional one percent was accounted for as an asset acquisition (mineral property interests) and the additional interests were recognised at their
respective fair values amounting to $6.6 million in total.
The consideration transferred was further reduced by $251
million for the repayment of loans and borrowings owing to
RPM as well as contributions received from Anglo Platinum
amounting to $6.8 million relating to the Bokoni Platinum Mine
ESOP Trust, a consolidated SPE, on 1 July 2009.
The contributions to revenue and operating loss since
acquisition had the acquisition occurred on 1 January 2009,
respectively, are as follows:

Revenue
Loss before income tax

Since
Acquisition
62,627,868
(39,753,539)

For the Full
Year to Date
113,654,693
(93,826,099)

Acquisition Method—Retrospective
Application, Finalization of Accounting
for 2008 Acquisition
9.23

Melrose Resources plc (Dec 2009)
Author’s Note
Melrose Resources did not adopt IFRS 3 (2008) in its
2008 financial statements because the revised standard
had not yet been endorsed by the European Union. In
those statements, Melrose stated that it expected to apply IFRS 3 (2008) prospectively in its 2010 financial
statements. However, Melrose had not yet finalized the
accounting for its 2008 acquisition of FKI, Inc., and applied IFRS 3 (2008) retrospectively in its 2009 financial
statements restating the balance sheet and recognizing
the effect of a deferred tax asset in its statement of comprehensive income rather than a reduction of goodwill.

CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME (in part)

Notes
Profit/(loss) for the year
Currency translation on net investments
Currency translation adjustments on minority interests
Transfer to income statement from equity of cumulative
translation differences on disposal of foreign operations
Gains/(losses) on cash flow hedges
Transfer to income statement on cash flow hedges
Actuarial loss on net pension liabilities
Limit on pension plan surplus
Other comprehensive income before tax
Tax relating to components of other comprehensive income
Other comprehensive income after tax
Total comprehensive income for the year

25
9, 25
25
25
23
23
8

Year Ended
31 December 2009
£m
79.3
(32.8)
(0.2)

Restated Year Ended
31 December 2008
£m
(47.8)
123.0
(1.5)

(11.4)
5.9
11.8
(89.9)
14.1
(102.5)
13.0
(89.5)
(10.2)

(8.9)
(19.8)
1.1
(8.2)
(14.1)
71.6
3.6
75.2
27.4
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CONSOLIDATED STATEMENT OF CASH FLOWS (in part)

Notes
Financing activities
Net proceeds on issue of shares
Disposal of financial instruments
Net movement on borrowings
Costs of raising finance
Exceptional finance costs paid
Repayment of obligations under finance leases
Dividends paid
FKI dividend paid
Capital distribution
Net cash (used in)/from financing activities from continuing operations
Net cash used in financing activities from discontinued operations
Net cash (used in)/from financing activities

10

26

Year Ended
31 December 2009
£m

Restated(1) Year Ended
31 December 2008
£m

—
—
(185.8)
—
—
(0.1)
(35.6)
—
—
(221.5)
—
(221.5)

279.5
17.1
(19.4)
(11.8)
(17.9)
(2.6)
(19.4)
(17.7)
(7.4)
200.4
(0.6)
199.8

CONSOLIDATED BALANCE SHEET (in part)

Notes
Non-Current Assets
Goodwill and other intangible assets
Property, plant and equipment
Interests in joint ventures
Derivative financial assets
Deferred tax assets
Current Assets
Inventories
Trade and other receivables
Derivative financial assets
Cash and cash equivalents
Assets held for sale
Total assets
Current liabilities
Trade and other payables
Interest-bearing loans and borrowings
Derivative financial liabilities
Current tax liabilities
Provisions
Liabilities held for sale(2)

Total liabilities
Net assets
Equity
Issued share capital
Share premium account
Merger reserve
Capital redemption reserve
Hedging and translation reserves
Retained earnings
Equity attributable to holders of the parent
Minority interests
Total equity
(1)
(2)

Restated to reflect the finalisation of the acquisition accounting of FKI plc.
Liabilities directly associated with assets classified as held for sale.
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Restated(1)
31 December 2008
£m

1 January 2008
£m

12
13
14
24
21

1,184.3
252.3
0.3
0.6
22.1
1,459.6

1,287.4
291.9
0.1
—
29.8
1,609.2

207.4
60.7
—
0.4
3.1
271.6

15
16
24
17

222.6
213.0
2.0
147.5
—
585.1
2,044.7

327.9
335.8
3.1
165.7
92.9
925.4
2,534.6

29.7
67.0
—
46.4
—
143.1
414.7

319.5
1.3
2.8
49.3
44.6
—
417.5
167.6

443.7
0.7
25.3
33.6
62.4
72.5
638.2
287.2

77.9
8.1
—
7.8
3.5
—
97.3
45.8

1.8
467.9
0.2
125.3
169.1
99.6
863.9
1,281.4
763.3

3.1
709.8
—
136.2
143.3
96.5
1,088.9
1,727.1
807.5

—
13.1
—
8.1
25.2
3.5
49.9
147.2
267.5

1.1
279.1
285.1
220.1
71.6
(95.4)
761.6
1.7
763.3

1.1
279.1
285.1
220.1
100.4
(80.6)
805.2
2.3
807.5

58.3
—
37.0
154.6
2.2
14.2
266.3
1.2
267.5

5
18
19
24
20

Net current assets
Non-current liabilities
Trade and other payables
Interest-bearing loans and borrowings
Derivative financial liabilities
Deferred tax liabilities
Retirement benefit obligations
Provisions

31 December 2009
£m

18
19
24
21
23
20
5

25

25
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CONSOLIDATED STATEMENT OF CHANGES IN
EQUITY (in part)

Merger
Reserve
£m
37.0

Capital
Redemption
Reserve
£m
154.6

Hedging
and
Translation
Reserves
£m
2.2

—
—
—

—
—
—

—
—
—

0.5
0.3
(58.0)
—

279.1
—
—
—

—
248.1
—
—

—
1.1

—
279.1

Profit/(loss) for the year
Other comprehensive income
Total comprehensive income

—
—
—

Dividend paid
Credit to equity for equity-settled
share-based payments
At 31 December 2009

Reserves
At 1 January 2008
(Loss)/profit for the year
Other comprehensive income
Total comprehensive income
Issue of “offer and placement”
ordinary shares
Acquisition of FKI
Preference C shares redeemed
Dividend paid
Credit to equity for equity-settled
share-based payments
At 31 December 2008

Retained
Earnings
£m
14.2

Equity
Attributable to
Holders of the
Parent
£m
266.3

Minority
Interests
£m
1.2

Total
Equity
£m
267.5

—
98.2
98.2

(48.3)
(21.5)
(69.8)

(48.3)
76.7
28.4

0.5
(1.5)
(1.0)

(47.8)
75.2
27.4

—
—
65.5
—

—
—
—
—

—
—
(7.4)
(19.4)

279.6
248.4
0.1
(19.4)

—
2.6
—
(0.5)

279.6
251.0
0.1
(19.9)

—
285.1

—
220.1

—
100.4

1.8
(80.6)

1.8
805.2

—
2.3

1.8
807.5

—
—
—

—
—
—

—
—
—

—
(28.8)
(28.8)

79.5
(60.5)
19.0

79.5
(89.3)
(9.8)

(0.2)
(0.2)
(0.4)

79.3
(89.5)
(10.2)

—

—

—

—

—

(35.6)

(35.6)

(0.2)

(35.8)

—
1.1

—
279.1

—
285.1

—
220.1

—
71.6

1.8
(95.4)

1.8
761.6

—
1.7

1.8
763.3

Issued
Share
Capital
£m
58.3

Share
Premium
Account
£m
—

—
—
—

NOTES TO THE ACCOUNTS (in part)
Note 1. Corporate Information (in part)
The consolidated financial statements of Melrose PLC (“the
Group”) for the year ended 31 December 2009 were authorised in accordance with a resolution of the Directors of Melrose PLC on 10 March 2010.
Melrose PLC (“the Company”) is a company incorporated
in the United Kingdom under the Companies Act 2006. The
address of the registered office is given on page 103. The
nature of the Group’s operations and its principal activities
are set out in note 5.
These financial statements are presented in pounds Sterling which is the currency of the primary economic environment in which the Company is based. The Income Statement
for the year ended 31 December 2008 has been restated to
include the results of Logistex Europe within discontinued operations and the Balance Sheet as at 31 December 2008
has been restated to reflect the finalisation of the acquisition
accounting of FKI plc. Foreign operations are included in accordance with the policies set out in note 2.
1.1 New Standards and Interpretations affecting amounts,
presentation or disclosure reported in the current period
(in part)
During the current period, the Group adopted the following
new and revised Standards and Interpretations which affected
the amounts reported in these financial statements. Details of
other Standards and Interpretations adopted in these financial statements that had no significant impact on the amounts
reported are set out in section 1.2.

Revised IFRS 3 (2008): Business combinations
(early adopted)
The Company has early adopted IFRS 3 (2008). During the
year, a £7.4 million deferred tax asset on retirement benefit
obligations has been recognised in the Statement of Comprehensive Income which would previously have resulted in an
adjustment to goodwill.
Revised IAS 1 (2007): Presentation of financial statements
IAS 1 (2007) introduced terminology changes and a number of
changes to the format and content of the financial statements.
In addition, the revised Standard has required the presentation of a third Balance Sheet at 1 January 2008 because the
Group has restated comparative 31 December 2008 figures
to reflect the finalisation of the acquisition accounting of FKI
plc as shown in note 12. No restatement was required to the
Balance Sheet as at 1 January 2008.

Note 2. Summary of Significant Accounting Policies
(in part)
Basis of accounting
The consolidated financial statements have been prepared
in accordance with International Financial Reporting Standards (“IFRSs”). The financial statements have also been
prepared in accordance with IFRSs adopted for use in the
European Union and therefore comply with Article 4 of the
EU IAS Regulation.
The consolidated financial statements have been prepared
on a historical cost basis, except for the revaluation of certain financial instruments which are recognised at fair value.
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Historical cost is generally based on the fair value of the consideration given in exchange for these assets. The principal
accounting policies adopted are consistent with the prior year,
except as noted in note 1, and are set out below.
The comparative Income Statement for the year ended 31
December 2008 has been restated to include the results of
Logistex Europe within discontinued operations and the Balance Sheet as at 31 December 2008 has been restated to
reflect the finalisation of the acquisition accounting of FKI plc.
Basis of consolidation
The Group financial statements include the results of the parent undertaking and all of its subsidiary undertakings. The
results of businesses acquired during the period are included
from the effective date of acquisition and for those sold during
the period to the effective date of disposal.
Minority interests in subsidiaries are identified separately
from the Group’s equity therein. The interest of minority shareholders is initially measured at the minority interests proportion of the share of the fair value of the acquiree’s identifiable
net assets. Subsequent to acquisition, the carrying amount
of minority interests is the amount of those interests at initial
recognition plus the minority interests’ share of subsequent
changes in equity. Income and expense is attributed to minority interests even if this results in the minority interests having
a deficit balance.
Where Group accounting policies are not adopted in the
financial statements of subsidiary undertakings, appropriate
adjustments are made in the Group financial statements.
All inter-group balances and transactions, including unrealised profits arising from intra-group transactions, have been
eliminated in full.
Business combinations and goodwill
The acquisition of subsidiaries is accounted for using the purchase method. The cost of acquisition is measured at the fair
value of assets given, the liabilities incurred or assumed at the
date of exchange of control and equity instruments issued by
the Group in exchange for control of the acquiree. Due to the
early adoption of IFRS 3 (revised 2008): “Business combinations” from 1 January 2009, costs directly attributable to
business combinations are recognised as an expense in the
Income Statement as incurred. The acquired identifiable assets and liabilities are measured at their fair value at the date
of acquisition except for non-current assets and directly attributable liabilities that are classified as held for sale in accordance with IFRS 5: “Non-current assets held for sale and discontinued operations,” which are recognised and measured
at fair value less costs to sell. Any excess of the cost of the
acquisition over the fair values of the identifiable net assets
acquired is recognised as goodwill.
If the initial accounting for a business combination is incomplete by the end of the reporting period in which the combination occurs, the Group reports provisional amounts where appropriate. Those provisional amounts are adjusted during the
measurement period (see below), or additional assets or liabilities recognised, to reflect new information obtained about
facts and circumstances that existed as of the acquisition date
that, if known, would have affected the amounts recognised
at that date.
The measurement period is the period from the date of acquisition to the date the Group obtains complete information
about facts and circumstances that existed as of the acquisition date and is subject to a maximum period of one year.
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Goodwill on acquisition is initially measured at 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. Following initial recognition, goodwill is measured at cost less any accumulated impairment losses. Goodwill is reviewed for impairment annually
or more frequently if events or changes in circumstances indicate that the carrying value may be impaired.
As at the acquisition date, any goodwill acquired is allocated to each of the cash-generating units acquired. Impairment is determined by assessing the recoverable amount of
the cash-generating unit to which goodwill relates. Where the
recoverable amount of the cash-generating unit is less than
the carrying amount, an impairment loss is recognised in the
Income Statement and is not subsequently reversed. When
there is a disposal of a cash-generating unit, goodwill relating
to the operation disposed of is taken into account in determining the gain or loss on disposal of that operation. The amount
of goodwill allocated to a partial disposal is measured on the
basis of the relative values of the operation disposed of and
the operation retained.
Foreign currencies (in part)
Goodwill and fair value adjustments arising on the acquisition of a foreign entity are treated as assets and liabilities of
the foreign entity and translated at the rate prevailing at the
Balance Sheet date.

Note 5. Segment Information (in part)
The Group has adopted IFRS 8: “Operating segments” with
effect from 1 January 2009. IFRS 8 requires operating segments to be identified on the basis of internal reports about
components of the Group that are regularly reported to the
Group’s Board in order to allocate resources to the segments
and assess their performance. Therefore, the Group’s reportable segments under IFRS 8 are as follows:
• Energy
• Lifting
• Dynacast
• Other Industrial
The Energy segment incorporates the Turbogenerators,
Marelli, Transformers and Switchgear business units, all specialist suppliers of energy industrial products to the global
market. The Lifting segment consists primarily of the businesses of Bridon and Crosby, serving oil and gas production,
mining, petrochemical, alternative energy and general construction markets. The Dynacast segment only includes the
Dynacast business, which is a supplier of die-cast parts and
components to a range of industries. Other Industrial incorporates all other operating businesses. Details of the significant
companies included within the Other Industrial segment are
set out in the Business review on pages 16 to 18.
There are two central cost centres which are also separately
reported to the Board:
• Central—corporate
• Central—LTIPs(1)
The Central corporate cost centre contains the Melrose Group
head office costs whilst the Central LTIP cost centre contains
the costs associated with the 2009 Melrose Incentive Scheme
and the divisional management LTIP schemes that are in operation across the Group.
(1)

Long term incentive plans.
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As a result of the disposal of Logistex Europe to the Beumer
Group on 28 August 2009, the results of this business have
been reclassified to be shown within discontinued operations.
Transfer prices between business units are set on an arm’s
length basis in a manner similar to transactions with third
parties.
The Group’s geographical segments are determined by the
location of the Group’s assets and operations. Inter-segment
sales are not material and have not been included in the
analysis on page 60.
Total Assets

Total Liabilities
(1)

Restated(1)
31 December 2008 1 January 2008
£m
£m

31 December 2009
£m

Restated
31 December 2008
£m

1 January 2008
£m

31 December 2009
£m

Continuing Operations
Energy
Lifting
Dynacast
Other industrial
Central—corporate
Central—LTIPs(2)
Total continuing operations

649.7
730.2
329.1
149.3
186.4
—
2,044.7

761.5
838.0
349.1
172.0
255.8
—
2,376.4

—
—
322.9
31.5
27.9
—
382.3

242.1
175.5
87.3
89.3
679.5
7.7
1,281.4

302.6
206.7
83.4
95.8
889.0
4.7
1,582.2

—
—
80.7
11.1
42.2
1.5
135.5

Discontinued operations
Total

—
2,044.7

158.2
2,534.6

32.4
414.7

—
1,281.4

144.9
1,727.1

11.7
147.2

(1)
(2)

Restated to reflect the finalisation of the acquisition accounting of FKI plc and to include the assets and liabilities of Logistex Europe within
discontinued operations.
Long term incentive plans.

Geographical information
The Group operates in various geographical areas around
the world. The Group’s country of domicile is the UK and the
Group’s revenue in the US is also considered to be material.
The Group’s revenue from external customers and information about its segment assets (non-current assets excluding
interests in joint ventures, deferred tax assets and derivative
financial assets) by geographical location are detailed below:
Revenue From External Customers(1)

Non-Current Assets
(2)

UK
US
Other
Total
(1)
(2)
(3)

Year Ended
31 December 2009
£m
473.8
343.3
481.4
1,298.5

Restated
Year Ended
31 December 2008
£m
274.4
235.0
385.9
895.3

Year Ended
31 December 2009
£m
377.8
531.9
526.9
1,436.6

Restated(3)
Year Ended
31 December 2008
£m
389.2
622.0
568.1
1,579.3

From continuing operations.
Restated to include the results of Logistex Europe within discontinued operations.
Restated to reflect the finalisation of the acquisition accounting of FKI plc.
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Note 6. Exceptional Costs and Income (in part)

Exceptional Costs
Continuing operations
Labour related one-off costs
Restructuring costs
FKI head office closure
Total exceptional costs

Note 7. Revenues and Expenses (in part)

Year Ended
31 December
2009
£m

Year Ended
31 December
2008
£m

(15.4)
(8.5)
—
(23.9)

—
(4.9)
(8.0)
(12.9)

During the year, the Group incurred £15.4 million of labour
related one-off costs, relating primarily to headcount reductions, in response to the economic downturn. In addition, the
Group incurred £8.5 million of costs relating to restructuring
programmes which include plant closures and relocations.
During 2008, £4.9 million of restructuring costs relating to
the acquisition and integration of the Fishercast businesses,
the restructuring of investment assets held in the captive insurance company and the disposal of certain assets and liabilities held within the Lifting and Other Industrial segments
were incurred.
Following the acquisition of FKI in 2008, the Company made
the decision to close the FKI head office resulting in a cost of
£8.0 million.

Exceptional Finance Costs
Continuing operations
Eurobond refinance
US private placements refinance
Exceptional unwind of discount
on provisions
Total exceptional finance costs

Year Ended
31 December
2009
£m

Year Ended
31 December
2008
£m

—
—

(9.0)
(8.9)

—
—

(5.2)
(23.1)

On 1 July 2008, the Group assumed FKI plc’s existing debt,
which consisted of US Dollar denominated US private placements and bank debt plus a Euro denominated Eurobond.
During 2008 both the US private placements and the Eurobond were redeemed and the existing bank debt was repaid
and replaced.
Where material, provisions within the Group are discounted
to net present value and the normal unwinding of the discount
is shown within finance costs. During 2008, there was a significant reduction in international interest rates which was reflected by the Group in its discount rate and resulted in an
additional exceptional discount charge of £5.2 million (note
20), reflecting the movement in interest rates.
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The analysis of auditors’ remuneration is as follows:
Year Ended
31 December
2009
£m

Year Ended
31 December
2008
£m

0.6

1.1

0.8
1.4

0.5
1.6

Year Ended
31 December
2009
£m
1.6
0.1
—
0.2
1.9

Year Ended
31 December
2008
£m
1.4
2.3
0.1
0.3
4.1

Fees payable to the company’s
auditors for the audit of the
company’s annual accounts
Fees payable to the company’s
auditors and their associates for
other services to the group:
—the audit of the company’s
subsidiaries pursuant to legislation
Total audit fees

Tax services
Corporate finance services
Valuation and actuarial services
Other
Total non-audit fees

Fees for the audit of the Company’s accounts represent fees
payable to Deloitte LLP in respect of the audit of the Company’s individual financial statements and the Group’s consolidated financial statements. Corporate finance services in
the prior year relate to the acquisition of FKI plc and the sale
of the Logistex US division.

Note 9. Discontinued Operations
During the year, the Group disposed of four trading operations
acquired as part of the FKI acquisition. Three of these businesses were previously classified as held for sale and shown
within discontinued businesses—Logistex US, Rhombus and
Welland Forge. These businesses were disposed of in the
first half of 2009 for a net gain, after the recycle of cumulative
exchange differences, of £5.9 million. On 28 August 2009, the
Group disposed of its interest in Logistex Europe for consideration, net of costs, of £23.6 million. Logistex Europe was
previously presented within the Other Industrial segment and
is now reported within discontinued operations.
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Note 12. Goodwill and Other Intangible Assets
Goodwill
£m

Other Intangible Assets
£m

Computer Software
£m

Total
£m

Cost
At 1 January 2008
Additions
Acquisitions
Disposal of businesses
Exchange adjustments

183.5
—
521.6
(21.3)
145.6

28.8
—
375.6
(1.5)
75.0

1.3
0.5
1.4
(0.1)
0.4

213.6
0.5
898.6
(22.9)
221.0

At 31 December 2008 restated(1)
Additions
Disposals
Disposal of businesses
Exchange adjustments
At 31 December 2009

829.4
—
—
—
(50.2)
779.2

477.9
—
—
—
(28.1)
449.8

3.5
0.9
(0.7)
(1.3)
0.1
2.5

1,310.8
0.9
(0.7)
(1.3)
(78.2)
1,231.5

—
—
—
—

(5.4)
(13.8)
1.0
(3.7)

(0.8)
(0.5)
0.1
(0.3)

(6.2)
(14.3)
1.1
(4.0)

At 31 December 2008 restated(1)
Charge for the period
Disposals
Disposal of businesses
Exchange adjustments
At 31 December 2009
Net book value at 31 December 2009

—
—
—
—
—
—
779.2

(21.9)
(26.7)
—
—
1.9
(46.7)
403.1

(1.5)
(0.9)
0.7
1.2
—
(0.5)
2.0

(23.4)
(27.6)
0.7
1.2
1.9
(47.2)
1,184.3

At 31 December 2008 restated(1)
At 1 January 2008

829.4
183.5

456.0
23.4

2.0
0.5

1,287.4
207.4

Amortisation
At 1 January 2008
Charge for period
Disposal of businesses
Exchange adjustments

(1)

Restated to reflect the finalisation of the acquisition accounting of FKI plc.

Other intangible assets include patented technology, customer relationships and trade names.
Goodwill has been allocated to the business segments,
each of which comprises several cash-generating units as
follows:

Energy
Lifting
Dynacast
Other industrial
Discontinued
(1)

31 December 2009
£m
245.1
292.6
203.5
38.0
—
779.2

Restated(1)
31 December 2008
£m
253.4
313.5
222.6
39.9
—
829.4

1 January 2008
£m
—
—
164.5
3.2
15.8
183.5

Restated to reflect the finalisation of the acquisition accounting of FKI plc.

The Group tests goodwill annually for impairment, or more frequently if there are indications that goodwill might be impaired.
The recoverable amounts of the cash-generating units are
determined from value in use calculations. The key assumptions for the value in use calculations are those regarding the
discount rates, growth rates and expected changes to selling
prices and direct costs during the period. The Company estimates discount rates using rates that reflect current market

assessments of the time value of money and the risks specific to each cash-generating unit. The growth rates are based
on a prudent estimate of long-term industry growth forecasts.
Changes in selling prices and direct costs are based on past
practices and expectations of future changes in the market.
The Group prepares cash flow forecasts derived from financial budgets approved by management and extrapolates
cash flows based on estimated growth rates of between

IFRS ATT 9.23

P1: KaD
ACPA166-09

AICPA

AICPA-IFRS-ATT.cls

December 20, 2010

646

10:38

IFRS Accounting Trends & Techniques

2% and 3%. This rate does not exceed the average longterm growth rate for the relevant markets. The pre-tax discount rate applied is between 7% and 9% depending on the
risk elements associated with each cash-generating unit. No
impairment was identified and a reasonable possible change
in the assumptions applied would not result in any impairment.
Acquisition of subsidiaries
On 1 July 2008, the Group acquired 100% of the issued share
capital of FKI plc. During 2009, the Group finalised the acquisition accounting for items calculated on a provisional basis
at 31 December 2008 and has recorded adjustments to the
opening Balance Sheet of the FKI Group net assets acquired.
These adjustments are primarily in relation to the reduction
of fixed assets and inventory values and additional liabilities
which increase goodwill by £7.9 million.
The following assets and liabilities were acquired:

FKI
Property, plant and equipment
Intangible assets and computer software
Derivative financial assets
Associate investments
Inventories
Trade and other receivables
Cash and cash equivalents
Trade and other payables
Provisions
Deferred tax
Retirement benefit obligations
Current tax liabilities
Interest-bearing loans and borrowings
Assets held for sale

Acquiree’s
Carrying Amount
£m

Original Fair Value
Adjustments
£m

Original
Fair Value
£m

Subsequent
Adjustments
£m

Revised
Fair Value
£m

219.1
74.3
38.6
0.9
181.1
340.5
85.3
(310.6)
(25.8)
(22.4)
(20.6)
(33.0)
(597.2)
92.6
22.8

(21.9)
302.7
—
(0.5)
56.8
(57.5)
—
(32.1)
(104.6)
(86.4)
(75.1)
19.1
8.4
(44.5)
(35.6)

197.2
377.0
38.6
0.4
237.9
283.0
85.3
(342.7)
(130.4)
(108.8)
(95.7)
(13.9)
(588.8)
48.1
(12.8)

(5.0)
—
—
—
(1.4)
—
—
4.4
(5.9)
—
—
—
—
—
(7.9)

192.2
377.0
38.6
0.4
236.5
283.0
85.3
(338.3)
(136.3)
(108.8)
(95.7)
(13.9)
(588.8)
48.1
(20.7)

511.5

7.9

519.4

Goodwill
Total consideration (including directly attributable
acquisition costs of £13.6 million)
Satisfied by:
Shares issued
Cash consideration (including directly
attributable acquisition costs of £13.6 million)
Total
On 22 August 2008, the Group acquired the trade and assets
of Fishercast Global operating in Canada and the UK. There
have been no adjustments to the opening Balance Sheet in
the current year.
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Note 13. Property, Plant and Equipment
Land and Buidlings
£m

Plant and Equipment
£m

Total
£m

16.4
3.1
92.0
(5.1)
(0.3)
17.2

73.0
30.4
102.1
(25.0)
(2.7)
51.2

89.4
33.5
194.1
(30.1)
(3.0)
68.4

At 31 December 2008 restated(1)

123.3

229.0

352.3

Additions
Disposal of businesses
Disposals
Exchange adjustments
At 31 December 2009

4.4
(8.4)
(0.4)
(6.3)
112.6

19.2
(3.7)
(4.7)
(14.0)
225.8

23.6
(12.1)
(5.1)
(20.3)
338.4

(1.8)
(1.9)
—
0.7
—
(0.8)

(26.9)
(18.8)
(2.0)
6.2
2.1
(17.2)

(28.7)
(20.7)
(2.0)
6.9
2.1
(18.0)

At 31 December 2008 restated(1)
Charge for the period
Impairments
Disposal of businesses
Disposals
Exchange adjustments
At 31 December 2009
Net book value at 31 December 2009

(3.8)
(3.2)
—
0.3
—
0.3
(6.4)
106.2

(56.6)
(30.4)
(0.4)
0.9
3.7
3.1
(79.7)
146.1

(60.4)
(33.6)
(0.4)
1.2
3.7
3.4
(86.1)
252.3

At 31 December 2008 restated(1)
At 1 January 2008

119.5
14.6

172.4
46.1

291.9
60.7

Cost
At 1 January 2008
Additions
Acquisitions
Disposal of businesses
Disposals
Exchange adjustments

Depreciation
At 1 January 2008
Charge for the period
Charge for the period on disposals
Disposal of businesses
Disposals
Exchange adjustments

(1)

Restated to reflect the finalisation of the acquisition accounting of FKI plc.

The net carrying amount of plant and equipment includes nil
(31 December 2008: £0.4 million, 1 January 2008: £1.5 million) in respect of assets held under finance leases.

Note 15. Inventories (in part)

Raw materials
Work in progress
Finished goods
(1)

31 December 2009
£m
54.2
88.5
79.9
222.6

Restated(1)
31 December 2008
£m
87.2
138.8
101.9
327.9

1 January 2008
£m
11.3
8.3
10.1
29.7

Restated to reflect the finalisation of the acquisition accounting of FKI plc.

There is no material difference between the Balance Sheet
value of inventories and their replacement cost.
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Note 18. Trade and Other Payables (in part)
31 December 2009
£m
126.8
96.1
8.8
87.8
319.5

Current
Trade payables
Other payables
Other taxes and social security
Accruals
(1)

Restated(1)
31 December 2008
£m
222.7
111.1
16.1
93.8
443.7

1 January 2008
£m
43.3
9.7
3.1
21.8
77.9

Restated to reflect the finalisation of the acquisition accounting of FKI plc.

Trade payables are non-interest bearing. Normal settlement
terms vary by country but are usually between 30 and 90 days.
Other payables are non-interest bearing and have an average
term of approximately 60 days.

Note 19. Interest-Bearing Loans and Borrowings
(in part)
The Group arranged a £750 million multi-currency committed
bank facility on the acquisition of FKI plc. This provides term
loan and revolving facilities through to 22 April 2013. A number
of Group companies act as guarantors to this facility. Drawdowns bear interest at interbank rates of interest plus a margin
determined by reference to the Group’s performance under
its debt cover covenant ratio and ranges between 1.25% and
2.35%. The margin as at 31 December 2009 was 1.75%.

Within one year
In one to two years
In two to three years
After three years
Effect of financing rates
31 December 2009

Bank
Loans
£m
14.9
20.1
53.3
456.4
(76.5)
468.2

Finance
Lease
Obligations
£m
1.0
—
—
—
—
1.0

Redeemable
Preference C
Shares
£m
—
—
—
—
—
—

Total InterestBearing Loans
and Borrowings
£m
15.9
20.1
53.3
456.4
(76.5)
469.2

Within one year
In one to two years
In two to three years
After three years
Effect of financing rates
31 December 2008

19.1
33.5
33.4
776.2
(152.9)
709.3

0.1
1.1
—
—
—
1.2

—
—
—
—
—
—

19.2
34.6
33.4
776.2
(152.9)
710.5

Within one year
In one to two years
In two to three years
After three years
Effect of financing rates
1 January 2008

1.1
1.0
11.7
0.4
(1.4)
12.8

0.4
0.4
0.4
0.1
(0.1)
1.2

7.4
—
—
—
(0.2)
7.2

8.9
1.4
12.1
0.5
(1.7)
21.2

(1)

Restated to reflect the finalisation of the acquisition accounting of FKI plc.
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Other
Financial
Liabilities(1)
£m
319.5
1.8
—
—
—
321.3

Derivative
Financial
Liabilities
£m
2.8
0.1
—
0.1
—
3.0

Total
Financial
Liabilities
£m
338.2
22.0
53.3
456.5
(76.5)
793.5

443.7
3.1
—
—
—
446.8

25.3
—
—
—
—
25.3

488.2
37.7
33.4
776.2
(152.9)
1,182.6

77.9
—
—
—
—
77.9

—
—
—
—
—
—

86.8
1.4
12.1
0.5
(1.7)
99.1
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Note 20. Provisions

Notes
At 1 January 2008
Acquisition of businesses
Disposal of businesses
Utilised
Arising in the year
Unwind of discount
Change of discount rate
Exchange differences
At 31 December 2008 restated(1)
Utilised
Release unutilised(2)
Arising in the year(3)
Unwind of discount
Exchange differences
At 31 December 2009
Current
Non-current
(1)
(2)
(3)

7
6

7

Surplus
Leasehold
Property
Costs
£m
1.1
22.2
—
(1.4)
0.5
0.5
0.8
3.8

Environmental
and Legal
Costs
£m
0.6
50.9
—
(1.7)
0.3
0.3
4.4
7.8

Incentive
Scheme
Related
£m
1.5
—
—
(4.1)
6.4
—
—
0.9

FKI Captive
Insurance
£m
—
22.3
—
—
5.7
—
—
—

Other
£m
3.8
41.3
(2.0)
(28.0)
19.4
—
—
1.6

Total
£m
7.0
136.7
(2.0)
(35.2)
32.3
0.8
5.2
14.1

27.5
(6.1)
—
9.4
1.1
(1.5)
30.4

62.6
(5.2)
—
1.7
0.5
(3.0)
56.6

4.7
(4.4)
—
7.5
—
(0.1)
7.7

28.0
(7.0)
(0.8)
—
—
—
20.2

36.1
(15.3)
(4.2)
13.6
—
(0.9)
29.3

158.9
(38.0)
(5.0)
32.2
1.6
(5.5)
144.2

7.7
22.7
30.4

13.0
43.6
56.6

—
7.7
7.7

5.2
15.0
20.2

18.7
10.6
29.3

44.6
99.6
144.2

Restated to reflect the finalisation of the acquisition accounting of FKI plc.
Released to exceptional income (note 6).
Of the £32.2 million provisions arising in the year, surplus leasehold property costs include £6.0 million reclassified from assets held for sale
at 31 December 2008. This property will be retained within the Group for the foreseeable future. In addition, £1.7 million of liabilities have
been reclassified from other payables.

The provision for surplus leasehold property costs is the estimated net rentals payable over the period of the leases, together with any dilapidation costs.
Environmental and legal provisions relate to the estimated
remediation costs of pollution, soil and groundwater contamination at certain sites and estimated future costs and settlements in relation to legal claims.
Incentive scheme related provisions are in respect of long
term incentive plans for divisional senior management.
The FKI captive insurance provision relates to known and
actuarial assessments of future claims covered by the captive
including, but not limited to, public and product liability, employer’s liability in the UK, workers’ compensation in the US
and automotive claims in the UK and US.
Other provisions relate primarily to onerous contracts and
restructuring costs to be incurred.
Where appropriate, provisions have been discounted using a discount rate of 3%–6% (31 December 2008: 3%–6%,
1 January 2008: 6%).
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Note 21. Deferred Tax
The following are the major deferred tax assets and liabilities
recognised by the Group and movements thereon during the
current and prior reporting period.

Notes
At 1 January 2008
Credit to income
(Charge)/credit to equity
Intercategory transfers
Acquisitions
Exchange differences
At 31 December 2008
(Charge)/credit to income
Credit/(charge) to equity
Disposal
Exchange differences
At 31 December 2009

8

8

Deferred Tax
Assets
Tax Losses
and Other
Assets
£m
3.1
10.7
(0.2)
0.3
9.1
6.8
29.8
(10.7)
7.4
(2.0)
(2.4)
22.1

As at 31 December 2009, the Group has gross unused tax
losses of £251.4 million (2008: £392.5 million) available for
offset against future profits. A deferred tax asset of £3.8 million (2008: £18.6 million) has been recognised in respect of
losses of £13.6 million, together with an asset of £18.3 million
(2008: £11.2 million) on other timing differences. No deferred
tax asset has been recognised in respect of the remaining
£237.8 million (2008: £339.0 million) due to the divisional and
geographic split of anticipated future profit streams. These
losses may be carried forward indefinitely, subject to certain
continuity of business requirements.
A significant part of the retirement benefit obligations recognised in the Group accounts relates to the McKechnie UK
Plan, the FKI UK Plans and the FKI US Pension Plan. A deferred tax asset of £7.4 million (2008: £1.0 million) has been
recognised on these obligations to the extent that they are expected to generate tax deductions against foreseeable profits.
As at 31 December 2009, the aggregate amount of temporary differences associated with undistributed earnings of
subsidiaries for which deferred tax liabilities have not been
recognised was £4.0 million (2008: £3.8 million). No liability
has been recognised in respect of these differences because
the Group is in a position to control the timing of the reversal of the temporary differences and it is probable that such
differences will not reverse in the foreseeable future.

Note 23. Retirement Benefit Obligations
Melrose holds several pension plans covering many of its employees and operating in several jurisdictions.
The most significant defined benefit plans for continuing
operations are:
• The FKI UK Pension Plans which include the FKI UK
Pension Plan, the Cleco Plan and the Bridon Group Senior Executive Plan. These are defined benefit in type
and are funded plans where the future liabilities for members’ benefits are provided for by the accumulation of
assets held externally to the Group in separate trustee
administered funds.
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Deferred Tax Liabilities
Accelerated Capital
Deferred Tax
Allowances and
on Intangible
Other Liabilities
Assets
£m
£m
(1.5)
(6.6)
3.6
3.9
3.8
—
(0.3)
—
(12.9)
(105.0)
(1.2)
(20.0)
(8.5)
(127.7)
(2.0)
7.5
(2.3)
—
—
—
0.4
7.3
(12.4)
(112.9)

Total
Deferred Tax
Liabilities
£m
(8.1)
7.5
3.8
(0.3)
(117.9)
(21.2)
(136.2)
5.5
(2.3)
—
7.7
(125.3)

Total Net
Deferred Tax
£m
(5.0)
18.2
3.6
—
(108.8)
(14.4)
(106.4)
(5.2)
5.1
(2.0)
5.3
(103.2)

• The McKechnie UK Pension Plan. This is defined benefit in type and is a funded plan (other than £3.3 million of
unfunded liabilities) where the future liabilities for members’ benefits are provided for by the accumulation of
assets held externally to the Group in separate trustee
administered funds.
• The FKI US Pension Plan. This is defined benefit in type
and is a funded plan where the future liabilities for members’ benefits are provided for by the accumulation of
assets held externally to the Group in separate trustee
administered funds.
Other plans include the Dynacast US defined plan and a number of funded and unfunded defined benefit arrangements
across Europe.
Further details of the status of the significant plans are disclosed in the Directors’ report on pages 28 to 35.
The cost of these plans is determined in accordance with
IAS 19 with the advice of independent professionally qualified actuaries on the basis of formal actuarial valuations using
the projected unit credit method. In line with normal practice,
these valuations are undertaken triennially in the UK and annually in the US.
The valuations are based on the preliminary UK full actuarial valuations as of 31 December 2008 updated at 31 December 2009 by independent actuaries and US full actuarial
valuations as of 1 January 2009 updated at 31 December
2009 by independent actuaries.

Note 30. Contingent Liabilities
As a result of the acquisition of the Dynacast, McKechnie and
FKI businesses, certain contingent legal, environmental and
tax liabilities were identified. Whilst it is difficult to reasonably
estimate the ultimate outcome of these claims, the Directors’
best estimate of the outcome of these claims has been included in the Balance Sheet.
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The Group has contingent liabilities representing guarantees and contract bonds given in the ordinary course of business on behalf of trading subsidiaries. No losses are anticipated to arise on these contingent liabilities.

Acquisition Method—Revaluation
of Previously Held Equity Interest
9.24

Millicom International Cellular S.A. (Dec 2009)
CONSOLIDATED BALANCE SHEETS AS OF
DECEMBER 31, 2009 AND 2008 (in part)
Equity and Liabilities
Equity
Share capital and premium
Other reserves
Retained profits
Profit for the year attributable to equity holders

Notes
23
25

Non-controlling interest
Total equity

Balance as of January 1, 2009
Profit for the year
Currency translation differences
Total comprehensive income for the year
Transfer to legal reserve
Dividends declared(viii)
Shares issued via the exercise of
share options
Share-based compensation(iii)
Directors’ shares(iii)
Issuance of shares—2006, 2007 and 2009
LTIPs(iii)
Acquisition of non-controlling interests
in Chad(ix)
Balance as of December 31, 2009
(i)
(ii)
(iii)
(iv)
(v)
(vi)
(vii)
(viii)
(ix)

Number
of Shares
‘000
108,297

Share
Capital(i)
US$ ’000
162,446

2009
US$ ’000

2008
US$ ’000

660,547
(64,930)
937,398
850,788
2,383,803

642,544
(47,174)
565,032
517,516
1,677,918

(73,673)
2,310,130

(25,841)
1,652,077

Attributable to Equity Holders
Share
Retained
Other
Total
Premium(i)
Profits(ii) Reserves(iii)
US$ ’000
US$ ’000
US$ ’000
US$ ’000
480,098 1,082,548
(47,174) 1,677,918

NonControlling
Total
Interests(vi)
Equity
US$ ’000 US$ ’000
(25,841) 1,652,077

—
—
—
—
—

—
—
—
—
—

—
—
—
—
—

850,788
—
850,788
(880)
(134,747)

—
(13,664)
(13,664)
880
—

850,788
(13,664)
837,124
—
(134,747)

(46,856)
(865)
(47,721)
—
—

803,932
(14,529)
789,403
—
(134,747)

139
—
7

208
—
10

3,536
—
358

—
—
—

(888)
9,807
—

2,856
9,807
368

—
—
—

2,856
9,807
368

205

307

13,584

—

(13,891)

—

—

—

—
108,648

—
162,971

—
497,576

(9,523)
1,788,186

—
(64,930)

(9,523)
2,383,803

(111)
(73,673)

(9,634)
2,310,130

See note 23.
Includes profit for the year attributable to equity holders, of which $46 million (2008: $31 million; 2007: $20 million) are undistributable to
equity holders.
See note 24 and 25.
See note 25 and 26.
Employees purchase of shares under the Matching share award Plans (see note 24).
As at December 31, 2008, non controlling interest was negative as the non-controlling shareholders of Colombia Movil S.A. ESP have a
binding obligation to cover their share of the losses of this entity.
See note 29.
See note 28.
See note 4.
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NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (in part)
Note 2. Summary of Consolidation and Accounting
Policies (in part)
2.2 Consolidation (in part)
The consolidated financial statements of the Group are comprised of the financial statements of the Company and its subsidiaries and joint ventures as at 31 December each year. The
financial statements of the subsidiaries and joint ventures are
prepared for the same reporting year as the Company, using
consistent accounting policies.
All intra-group balances, transactions, income and expenses and profits and losses resulting from intra-group transactions are eliminated.
The acquisition method of accounting is used to account
for acquisitions where there is a change in control. The cost
of an acquisition is measured as the fair value of the assets
given, equity instruments issued and liabilities incurred or assumed at the date of exchange, plus costs directly attributable
to the acquisition. Identifiable assets acquired and liabilities
and contingent liabilities assumed in a business combination
are measured initially at their fair values at the acquisition
date, irrespective of the extent of any non-controlling interest. The excess of the cost of acquisition over the fair value
of the Group’s share of the identifiable net assets acquired
is recorded as goodwill. If the cost of acquisition is less than
the fair value of the net assets of the subsidiary acquired, the
difference is recognized directly in the income statement (see
accounting policy for Goodwill).
Subsidiaries
Subsidiaries are all entities (including Special Purpose
Entities) over which the Group has the power to govern the
financial and operating policies generally accompanying a
shareholding of more than one half of the voting rights. The
existence and effect of potential voting rights that are currently exercisable or convertible are considered when assessing whether the Group controls another entity. Subsidiaries
are fully consolidated from the date on which control is transferred to the Group. They are de-consolidated from the date
that control ceases.
Non-controlling interests
The Group applies a policy of treating transactions with noncontrolling interests as transactions with parties external to
the Group. Disposals to non-controlling interests eventually
result in gains and losses for the group and are recorded in the
income statement. Purchases from non-controlling interests
are recorded in equity if there is no change in control and these
transactions do not result in goodwill or gains and losses.
Any goodwill emerging from an acquisition of non-controlling
interests is recorded within retained earnings.
2.27 Changes in accounting policies (in part)
The consolidated financial statements as of December 31,
2009 are prepared in accordance with consolidation and accounting policies consistent with those of the previous financial years, with the exception of the early adoption as of

IFRS ATT 9.24

January 1, 2009 of IFRS 3R, ‘Business combinations,’ and
IAS 27R, ‘Consolidated and separate financial statements.’
The Group early adopted IFRS 3R, ‘Business combinations,’ in 2009 for the step-up acquisition of Navega.com S.A.
(see note 4). Millicom revalued its previously held interests in
Navega.com S.A. at fair value, recognising the resulting gain
in the consolidated income statement.
The revised standard, in general, continues to apply the
acquisition method to business combinations but with some
significant changes compared with IFRS 3. For example, all
payments to purchase a business are recorded at fair value
at the acquisition date, with contingent payments classified
as debt subsequently re-measured through the statement of
comprehensive income. There is a choice on an acquisitionby-acquisition basis to measure the non-controlling interest
in the acquiree either at fair value or at the non-controlling
interest’s proportionate share of the acquiree’s net assets. All
acquisition-related costs should be expensed.
As the Group has early adopted IFRS 3R, it is required
to early adopt IAS 27R, ‘Consolidated and separate financial
statements,’ at the same time. IAS 27R requires the effects of
all transactions with non-controlling interests to be recorded
in equity if there is no change in control and these transactions will no longer result in goodwill or gains and losses. The
standard also specifies the accounting treatment when control is lost. Any remaining interest in the entity is re-measured
to fair value, and a gain or loss is recognized in profit or
loss.
IAS 38 (amendment), ‘Intangible Assets’ is applied by the
Group from the date IFRS 3R was adopted. The amendment
to the IAS 38 clarifies guidance in measuring the fair value of
an intangible asset acquired in a business combination and it
permits the grouping of intangible assets as a single asset if
each asset has similar useful economic lives. The amendment
did not result in a material impact on the Group’s consolidated
financial statements.

Note 4. Acquisitions of Subsidiaries, Joint Ventures
and Non-Controlling Interests (in part)
Year Ended December 31, 2009
In 2009, Millicom’s joint venture in Guatemala acquired the
remaining non-controlling interest in Navega.com S.A. and
Millicom acquired the remaining non-controlling interest in its
operation in Chad.
Navega.com S.A.
On March 13, 2009, Millicom’s joint venture in Guatemala
completed the acquisition of the remaining 55% interest in
Navega.com S.A. (“Navega”). Millicom’s share of the acquisition cost of the remaining 55% interest in Navega amounted
to $49 million and Millicom’s share of the cash acquired
amounted to $10 million; net cash used for this acquisition
therefore amounted to $39 million.
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Millicom completed the allocation of the purchase price to
the assets acquired, liabilities assumed and contingent liabilities during the year ended December 31, 2009. Millicom’s
share of the fair value of the identifiable assets and liabilities
acquired was as follows:
US$ ’000

Fair Value

Previously Held Interests

51,442
34,205
122
3,196
13
16
2,400
10,656
102,050

8,988
18,995
87
1,739
8
7
353
5,070
35,247

Other non-current liabilities(iii)
Current debt and other financing
Trade payables
Accrued interests and other expenses
Current income tax liabilities
Other current liabilities(ii)

3,437
10,953
7,241
557
2,872
16,589
41,649

—
5,546
4,611
286
1,899
5,961
18,303

Fair value of the net assets acquired and contingent liabilities
Goodwill arising on acquisition
Previously held interests in Navega and Metrored
Revaluation of the previously held interests in Navega and Metrored
Acquisition cost

60,401
38,203
(16,944)
(32,319)
49,341

Intangible assets, net(i)
Property, plant and equipment, net
Other non-current assets
Trade receivables
Prepayments and accrued income
Current income tax assets
Other current assets(ii)
Cash and cash equivalents

(i)
(ii)

(iii)

Intangible assets not previously recognized are trademarks for an amount of $2 million (Millicom’s share: $1 million), with estimated useful
life of 8 years, and customers’ list for an amount of $62 million (Millicom’s share: $35 million), with estimated useful life of 9 years.
Contingent liabilities relating to tax and other contingencies at the time of the acquisition and amounting to $6 million (Millicom’s share: $3
million) were booked within “Other current liabilities.” The former shareholders of Navega.com and Metrored placed in escrow $3 million to
partly cover these contingencies. Therefore a corresponding financial asset of $3 million (Millicom’s share: $2 million) has been recorded
within “Other current assets.”
Deferred tax liabilities, related to the differences between the tax base and the fair value of the identifiable assets acquired amount to $6
million (Millicom’s share: $3 million).

The goodwill, which is not expected to be tax deductible, is attributable to the profitability potential of the acquired business
and the synergies expected to arise from the Group’s acquisition of Navega. The fair value of the customer bases was
ascertained using the discounted excess earnings method
and the fair value of the trademark was ascertained using the
relief from royalty approach.
The acquired business contributed revenues of $21 million and net profit of $12 million for the period from acquisition to December 31, 2009. If the acquisition had occurred
on January 1, 2009, unaudited pro forma Group revenues
from continuing operations for the year ended December 31,
2009 would have been $3,378 million, and the unaudited pro
forma net profit from continuing operations for the same period would have been $507 million. These amounts have been
calculated using the Group accounting policies.
Millicom decided to early adopt IFRS 3R and has applied it
to this acquisition (see note 2). As a result, Millicom revalued
at fair value its previously held 45% interest in Navega (held
by Millicom’s joint venture in Guatemala) and its previously
held 49% interest in Metrored S.A. (“Metrored”), a subsidiary
of Navega (held by Millicom’s joint venture in Honduras), rec-

ognizing a gain of $32 million, recorded under the caption
“Revaluation of previously held interests.”
Millicom Tchad S.A.
On March 4, 2009, Millicom completed the acquisition of the
remaining 12.5% non-controlling interests in its operation in
Chad. The initial consideration amounted to $8 million and
was paid in cash. If certain conditions are met, Millicom will
have to pay further $2 million within the 14 months following
the balance sheet date.
Millicom decided to early adopt IAS 27R and applied it
to this acquisition (see note 2). As a result, the purchase
of the non-controlling interest in Chad was treated as an equity transaction. The difference between the acquisition cost
and the carrying value of the existing non-controlling interest at the date of the transaction resulted in a decrease of
Millicom shareholders’ equity of $10 million.
Other minor investments
In 2009, Millicom acquired other minor investments for a cash
consideration of $6 million.
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SECTION 10: REPORTING IN HYPERINFLATIONARY ECONOMIES∗

IAS 29, FINANCIAL REPORTING IN
HYPERINFLATIONARY ECONOMIES
IFRSs Overview and Comparison
to U.S. GAAP
10.01 A fundamental element of historical cost measure-

ments is the assumption that the money value or purchasing power associated with these measurements in the entity’s
functional currency is maintained over fairly long periods of
time. In contrast, fair value measurements do not require an
assumption of long-term stability of the entity’s functional
currency. As defined in both Financial Accounting Standards Board (FASB) Accounting Standards CodificationTM
(ASC) glossary and International Financial Reporting Standards (IFRSs), an entity’s functional currency is the currency
of the primary economic environment in which the entity
operates.
10.02 International Accounting Standard (IAS) 29, Finan-

cial Reporting in Hyperinflationary Economies, recognizes
that the assumption described in the previous paragraph is
violated for measurements denominated in the currency of
hyperinflationary environments. In addition, the standard recognizes that in a hyperinflationary economy, reporting the results of an entity’s financial position and results of operations
without restatement is both meaningless and misleading to
the users of financial statement.
10.03 In a hyperinflationary economy, money loses its pur-

chasing power at such a fast rate that comparisons of measurements from different periods, even within the same
accounting period, will significantly skew the results. Therefore, when an entity’s functional currency is that of a hyperinflationary economy, it is necessary to restate an entity’s
financial position, results of operations, and other financial
statement information to provide users of the financial statements with useful information.
10.04 Because judgment is required in determining whether

or not an economy is hyperinflationary, IAS 29 provides
the following indicators of the characteristics of such an
economy:
• The general population tends to keep its wealth in nonmonetary assets or a stable currency. In addition, available funds in the local currency are immediately invested so as to maintain purchasing power.
• The general population does not refer to prices in the
local currency, and prices may actually be quoted in a
more stable currency.

∗

Unless otherwise indicated, references to International Accounting Standards Board (IASB) standards and interpretations throughout this 2010
edition of IFRS Accounting Trends & Techniques refer to the version
of those standards and interpretations included in the IFRS 2010 bound
volume, the official printed consolidated text of IASB standards and interpretations, including revisions, amendments, and supporting documents,
issued as of January 1, 2010.

• Prices for credit purchase and credit sale transactions

take into account estimated changes in purchasing
power even when the time between delivery and payment is short.
• Prices, including interest rates, wages, and so on, may
be linked to a price index.
• The cumulative inflation rate over a three-year period
approaches or exceeds 100 percent.

Recognition and Measurement
IFRSs
10.05 Although there are several potential approaches

to address the challenges that entities face in providing
useful financial reporting information in hyperinflationary
economies, IAS 29 requires the restatement approach. Entities whose functional currency is the local currency of a
hyperinflationary economy should restate the local currency
measurements at the end of the reporting period by applying
a general price index. International Financial Reporting Interpretations Committee (IFRIC) Interpretation 7, Applying
the Restatement Approach under IAS 29 Financial Reporting
in Hyperinflationary Economies, clarifies the application of
IAS 29 to nonmonetary items measured at historical cost and
those carried in the opening statement of financial position
at amounts current at dates other than those of acquisition
or incurrence. IFRIC 7 also addresses an entity’s accounting
for opening deferred tax items in its restated financial statements. Application of IAS 29 is mandatory for all entities
whose functional currency is hyperinflationary.
10.06 IAS 21, The Effects of Changes in Foreign Exchange

Rates, also is relevant for most entities applying IAS 29. Consistent with FASB ASC glossary, IAS 21 defines functional
currency to be the currency of the primary economic environment in which the entity operates. It also establishes the
requirements for translation of foreign operations and foreign
subsidiaries for inclusion in consolidated financial statements
and for translation of either consolidated or separate financial
statements from a functional currency to a different presentation currency. IAS 21 prohibits entities with hyperinflationary
functional currencies from using a stable or hard currency as
their measurement unit of account.
10.07 An entity undertaking a restatement in accordance

with IAS 29 would normally take the following actions:
a. Identify a general price index.
b. Restate nonmonetary assets and liabilities on the statement of financial position.
c. Restate items on the statement of comprehensive
income.
d. Calculate any gain or loss on the change in the net monetary position.
e. Restate the statement of cash flows.
f. Restate any comparative financial statements by applying the general price index.
g. Restate comparative information included in note
disclosures.
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10.08 When an entity’s functional currency first becomes

hyperinflationary, IFRSs require the application of IAS 29 to
the financial statements. IAS 29 is applied retrospectively as
if the functional currency has always been hyperinflationary.
Therefore, in accordance with IAS 1, Presentation of Financial Statements, the entity should present a restated opening
balance sheet for the earliest period presented and a restated
comparative balance sheet(s), as necessary.
10.09 For consolidation purposes, a reporting entity (par-

ent) restates the financial statements of a foreign subsidiary in
accordance with IAS 29 before translation of these statements
into the parent’s functional currency. The financial statements
of a foreign operation also are restated in accordance with
IAS 29. A foreign operation, as defined in IFRSs, is an entity
that is a subsidiary, associate, joint venture, or branch of a reporting entity, the activities of which are based or conducted
in a country or currency other than that of the reporting entity. Similarly, a foreign currency is a currency other than the
functional currency of the entity.
10.10 In accordance with IAS 21, all assets, liabilities, eq-

uity items, income, and expenses are translated at the closing rate at the reporting date of the most recent statement
of financial position, including comparatives, except when
the financial statements are translated into a stable currency
(the currency of a nohyperinflationary economy). When the
presentation currency (the currency in which the financial
statements are presented) is a stable currency, the comparative financial statement amounts are those that were presented
previously as current year amounts in the relevant prior year
financial statements rather than being adjusted for either subsequent changes in the price level or subsequent changes in
exchange rates.

lishes that restatements are to be made prospectively; therefore, an entity does not restate either its comparative financial
statements or other comparative information.

Disclosure
IFRSs
10.14 IAS 29 requires disclosure that the financial state-

ments and prior period comparative information are restated
for the changes in the general purchasing power of the functional currency and, as a result, are stated in terms of the
measuring unit at the end of the reporting period. IAS 29 also
requires an entity to disclose whether the financial statements
are based on a historical cost approach or a current cost approach. The identity and level of the price index at the end of
the reporting period and the movement in the index during
the current and prior reporting periods also are disclosed.
U.S. GAAP
10.15 Because FASB ASC does not address the scenario

in which the consolidated financial statements would be presented in the currency of a hyperinflationary economy, no
disclosures comparable with those required by IAS 29 are
necessary.

Presentation and Disclosure
Excerpts—Initial Application

U.S. GAAP

Elimination of the Price-Level Adjustment
on Transition to IFRSs

10.11 FASB ASC 830, Foreign Currency Matters, does not

10.16

address the scenario under which a reporting entity preparing U.S. GAAP consolidated financial statements would have
a functional currency from a highly inflationary economy.
Therefore, FASB ASC 830-10-45-11 only addresses the circumstances in which a reporting entity (parent) translates
the financial reporting information of a foreign operation or
subsidiary whose functional currency is that of a highly inflationary economy into the presentation currency of the parent
in order to prepare consolidated financial statements. Generally, when applying both FASB ASC 830 and IFRSs, an
entity would determine the same economies to be highly inflationary or hyperinflationary, even though the criteria for
making the determination are more prescriptive under FASB
ASC 830-10-45-12.
10.12 When a non-U.S. entity prepares U.S. GAAP finan-

cial statements and the presentation currency is the local functional currency, the entity uses the restatement method similar to IFRSs. However, when the local currency financial
statements of a foreign operation or foreign subsidiary are
consolidated in the financial statements of a U.S. GAAP parent, then the local currency financial statements are remeasured as if the functional currency were the parent’s reporting
currency, in accordance with FASB ASC 830-10-10-1. Such
remeasurement is prohibited under IFRSs.
10.13 Unlike IFRSs, when an entity’s functional currency

becomes hyperinflationary, FASB ASC 830-10-45-10 estab-

IFRS ATT 10.08

Companie Cerveserias Unidas S.A. (Dec 2009)
NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (in part)
Note 4. Transition to International Financial Reporting
Standards (IFRS) (in part)
Reconciliation between IFRS and the generally accepted
accounting principles in Chile (in part)
The main reconciling adjustments included in the tables above
are described below. Notes (a) and (d) to (j) and (o) correspond to equity and income; Notes (b) and (c) correspond to
equity and Notes (k) to (n) correspond to income:
(d) Price-level restatement elimination
Chile and Argentina, the countries in which the Company operates, are not considered as economies with a hyper-inflation
pursuant to the stipulations of IAS 29. Consequently, the application of inflation accounting is not accepted. As a result,
the Company has eliminated the accumulated price-level restatement effect of the non-monetary items of the Balance
Sheet, such as inventories and equity reserves, except for
the Property, plant and equipment, Investment property and
intangible assets items in which its corrected accounting value
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was considered as deemed cost at the transition date, and the
revaluation of the paid-up capital, which has been maintained
until the adoption date due to the fact of being considered as
capital increases approved by the Company’ shareholders.
Given that the amount of these assets was close to their fair
value, the Company used the exception of the attributed cost.

Foreign Operations in a Hyperinflationary
Economy
10.17

American Beverage Company—Ambev (Dec 2009)
NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (in part)
Note 3. Summary of Significant Accounting Policies
(in part)
(c) Foreign currencies
Foreign currency transactions
Foreign currency transactions are accounted for at exchange
rates prevailing at the date of the transactions. Monetary
assets and liabilities denominated in foreign currencies are
translated at the balance sheet date rate. Gains and losses
resulting from the settlement of foreign currency transactions
and from the translation of monetary assets and liabilities denominated in foreign currencies are recognized in the income
statement. Non-monetary assets and liabilities denominated
in foreign currencies are translated at the foreign exchange
rate prevailing at the date of the transaction. Non-monetary
assets and liabilities denominated in foreign currencies that
are stated at fair value are translated to Reais (“R$”) at foreign
exchange rates ruling at the dates the fair value was determined. Income statements of foreign operations, excluding
foreign entities in hyperinflationary economies, are translated
to Reais at exchange rates for the year approximating the
foreign exchange rates prevailing at the dates of the transactions. The components of shareholders’ equity are translated at historical rates. Exchange differences arising from
the translation of shareholders’ equity to Reais at year-end exchange rates are recognized in equity (translation reserves).
The most important exchange rates that have been used in
preparing the financial statements are:

Currency
CAD
DOP
USD
GTQ
PEN
VEF
ARS
BOB
PYG
UYU
CLP

Name
Canadian Dollars
Dominican Pesos
US Dollars
Guatemala’s Quetzal
Peruvian Sol
Venezuelan Bolivars
Argentinean Peso
Bolivian
Paraguayan Guarani
Uruguayan Peso
Chilean Peso

Country
Canada
Dominican Republic
Ecuador and Luxemburg
Guatemala
Peru
Venezuela
Argentina
Bolivia
Paraguay
Uruguay
Chile

(d) Hyperinflationary economies
In hyperinflationary economies, non-monetary assets and liabilities, income statement and equity accounts in local currency are adjusted for inflation using a general price index.
These items are adjusted for inflation and used for conversion in Reais (“R$”) at the closing rate. For subsidiaries and
associated companies in hyperinflationary countries where
the general price index is not established and the method of

December 31, 2009
1.6581
0.0485
1.7412
0.2102
0.6059
0.8159
0.4586
0.2463
0.0004
0.0887
0.0034

Closing Rate
December 31, 2008
1.9134
0.0661
2.3370
0.3006
0.7438
1.0883
0.6774
0.3306
0.0005
0.0959
0.0037

December 31, 2007
1.8046
0.0533
1.7713
0.2321
0.5909
0.8240
0.5621
0.2309
0.0004
0.0822
0.0036

indexation does not provide reliable results, the balance sheet
accounts and income statement accounts are converted into
Reais considering it as the functional currency of the transactions. On November 30, 2009, Venezuela’s economy has
been assessed as hyperinflationary, thus the Company’s operations located in this country have been adjusted for inflation
using the general price index from Venezuela’s Central Bank,
for the year ended 2009.
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Note 10. Finance Cost and Income (in part)
Recognized in the income statement in the year
Finance income

Interest income
Gains on derivative instruments that
are not part of a hedge accounting
relationship
Gains on non-derivative instruments at
fair value through profit or loss
Monetary restatement gains/losses(i)
Dividend income, non-consolidated
companies
Other financial income
(i)

2009
169.3

2008
89.1

2007
84.0

73.2

103.1

55.1

—
40.0

1.4
—

5.8
—

0.1
83.8
366.4

0.2
63.0
256.8

—
91.4
236.3

Inflation in Venezuela has been high for several years and considering the accumulated inflation over the past three years, based
on November 30, 2009, it exceeded 100%. Thus, Venezuela is
considered a hyperinflationary economy and, therefore, IAS 29
“Financial Reporting in Hyperinflationary Economies” was applied
in the financial statements for the year ended December 31, 2009.
The amount reported in this line, in 2009, corresponds to the impact of the restatement from the application of IAS 21 “The Effects
of Changes in Foreign Exchange Rates” and IAS 29 in our operations in Venezuela.

Presentation and Disclosure
Excerpts—Continuing Application
Author’s Note
Although both Venezuela and Zimbabwe were identified as having hyperinflationary economies as of the
end of December 2009, a company that applied IAS 29
“as issued by the IASB” in its 2009 financial statements
was not found. This note addresses the issues in both
Zimbabwe and Venezuela that led to the illustrative
example below taken the 2008 financial statements of
The Cotton Company of Zimbabwe (now, AICO Africa
Limited).
Zimbabwe
Inflation in 2009 was so severe that companies listed
on the Zimbabwe Stock Exchange as applying IFRSs
received adverse opinions by their auditors for failure to
apply IAS 29 in the 2009 financial statements. The audit
opinion by KPMG, Zimbabwe, on the 2009 financial
statements of AICO Africa Limited (successor to The
Cotton Company of Zimbabwe) states:
Basis for and adverse opinion on financial
performance and cash flows
Note 25 indicates that the financial statements are
not prepared in conformity with IAS 29 (Financial
Reporting in Hyperinflationary Economies) and IAS
21 (The Effects of Foreign Exchange Rates).

IFRS ATT 10.17

Cost of sales
As indicated in note 1.2 to the financial statements, the Directors effected an adjustment which
increased the cost of seed cotton procured during the
year. We were unable to verify the cost per kilogram
of seed cotton applied in computing the adjustment.
Accordingly, we were unable to obtain sufficient appropriate audit evidence regarding the accuracy of
cost of sales.
In our opinion, because of the significance of the
matters described in the preceding paragraphs, the
financial statements do not give a true and fair view
of the Company and Group financial performance
and cash flows for the year ended 31 March 2009 in
accordance with International Financial Reporting
Standards.
Unqualified opinion on financial position
In our opinion, the financial statements give a true
and fair view of the financial position of the Company and Group at 31 March 2009 in accordance
with International Financial Reporting Standards.
Therefore, the excerpt below is taken from The Cotton Company of Zimbabwe’s 2008 financial statements
which received an unqualified option and in which IAS
29 was applied.
Venezuela
It was difficult to identify a Venezuelan company that
has adopted IFRSs and provides an English-language
annual report. One company, CANTV, prepared its
2008 financial statements in accordance with IFRS,
but 2009 financial statements were not provided on its
website, likely as a result of nationalization.
In addition, PricewaterhouseCoopers provided the
following information in an article on the adoption of
IFRS in Latin America:
The IFRS applied locally are those as endorsed by
the local accountancy body (FCCPV). The current
endorsed version approved by the FCCPV does not
include the improvements and amendments made by
the IASB after 2008. The current version of IFRS
adopted in Venezuela also differs slightly from IFRS
as issued by the IASB in respect of IAS 29 and IAS
21.
Consequently, although a Venezuelan company would
have been required to apply IAS 29 in December 2009
financial statements, we could not be confident that
these statements would comply fully with IFRSs as
issued by the IASB.
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Inflation Adjusted Financial Statements
10.18

The Cotton Company of Zimbabwe (Mar 2008)
Author’s Note
In July 2008, AICO Africa Limited (AICO), a diversified agroindustrial conglomerate, was incorporated
in Zimbabwe and subsequently reverse listed on the
Zimbabwe Stock Exchange on 1 September 2008, in
place of The Cotton Company of Zimbabwe Limited
(Cottco) through a Group restructuring exercise. The
2008 financial statements are the final statements issued by The Cotton Company of Zimbabwe Limited.
See the Author’s Note above explains that AICO’s 2009
financial statements were not issued in accordance with
IAS 29.
INCOME STATEMENTS
For the year ended 31 March 2008

Z$billion
Continuing Operations
Revenue
Cost of sales
Gross profit
Other operating income
Operating expenses
Administration expenses
Distributing and selling
expenses
Other operating expenses
(Loss)/profit from operations
Investment income
Other gains/(losses)
Interest expense
Share of profits of associate
(net of income tax)
Effects of business
combinations
Monetary adjustment
Profit before taxation
Income tax expense
Profit from continuing
operations
Discontinued Operations
Loss from discontinued
operations
Profit for the year

Notes

Historical
Group
Company
31 Mar. 2008 31 Mar. 2007 31 Mar. 2008 31 Mar. 2007

4,068,804
(1,908,532)
2,160,272

1,321,806
(586,017)
735,789

1,809,103
(865,509)
943,594

681,714
(344,272)
337,442

803,067
(300,209)
502,858

148
(52)
96

205,523
(19,757)
185,766

67
(24)
43

104,913
(2,970,747)
(734,070)

5,063
(347,419)
(140,680)

33,656
(456,242)
(446,540)

3,576
(171,259)
(82,865)

11,847
(187,277)
(150,316)

1
(36)
(22)

848
(69,284)
(65,130)

—
(12)
(8)

(49,877)
(2,186,800)
(705,562)
132,147
169,934
(918,397)

(198,395)
(8,344)
393,433
505,948
(3,997)
(117,395)

(1,649)
(8,053)
521,008
95,759
(183,876)
(706,556)

(88,394)
—
169,759
471,937
19,029
(55,847)

(28,930)
(8,031)
327,428
15,734
49,086
(55,021)

(12)
(2)
61
29
5
(9)

(3,063)
(1,091)
117,330
9,417
14,928
(29,389)

(4)
—
31
28
5
(5)

2,301

—

—

—

4

—

—

—

1,908,934
735,413
1,324,770
(61,260)

(4,957)
(473,271)
299,761
(288,269)

—
1,316,968
1,043,303
(434,967)

—
(345,142)
259,736
(234,163)

3,837
—
341,068
(86,212)

—
—
86
(24)

—
—
112,286
(34,676)

—
—
59
(16)

1,263,510

11,492

608,336

25,573

254,856

62

77,610

43

—
1,263,510

(324)
11,168

—
608,336

—
25,573

—
254,856

—
62

—
77,610

—
43

1,209,372
54,138
1,263,510

(26,526)
37,694
11,168

608,336
—
608,336

25,573
—
25,573

195,771
59,085
254,856

56
6
62

77,610
—
77,610

43
—
43

5

1,528,598

(34,175)

768,913

32,947

247,447

72

98,096

54

5

1,484,912

(33,300)

746,938

32,104

240,375

70

95,292

53

1
2
3

21

4

28

Attributable to:
Equity holders of the parent
Minority interest
Basic earnings/(loss) per
share (Z$)
Diluted earnings/(loss) per
share (Z$)

Inflation Adjusted
Group
Company
31 Mar. 2008 31 Mar. 2007 31 Mar. 2008 31 Mar. 2007
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BALANCE SHEETS
As at 31 March 2008

Z$billion
Assets
Non-current assets
Property, plant and
equipment
Investment property
Investments held in
subsidiaries
Investment held in associate
Investment held in joint
venture
Deferred tax assets
Total non-current assets
Current assets
Biological assets
Inventories
Inputs scheme receivables
Prepayments for current
assets
Trade and other receivables
Other financial assets
Bank and cash balances
Balances owed by Group
companies
Total current assets
Total assets
Equity and Liabilities
Capital and reserves
Share capital
Capital reserves
Retained earnings
Equity attributable to equity
holders of the parent
Minority interest
Total equity
Non-current liabilities
Borrowings—third party
Deferred tax liabilities
Total non-current liabilities
Current liabilities
Borrowings—third party
Trade and other payables
Taxation
Bank overdrafts
Balances owed to Group
companies
Total current liabilities
Total equity and liabilities

IFRS ATT 10.18

Notes

Inflation Adjusted
Group
Company
31 Mar. 2008 31 Mar. 2007 31 Mar. 2008 31 Mar. 2007

Historical
Group
Company
31 Mar. 2008 31 Mar. 2007 31 Mar. 2008 31 Mar. 2007

6
7

6,804,607
45,367

821,145
—

2,084,046
45,367

137,668
—

6,777,845
45,367

143
—

2,057,282
45,367

8
—

8
9

—
3,566

—
—

298,140
—

228,921
—

—
64

—
—

197
—

1
—

9
10

—
10,922
6,864,462

—
—
821,145

82,870
8,572
2,518,995

—
—
366,589

—
5,500
6,828,776

—
2
145

170
4,285
2,107,301

—
—
9

11
12
13

316
1,316,056
273,567

—
719,022
226,787

—
567,133
169,811

—
117,249
149,473

316
545,903
273,567

—
120
54

—
9,250
169,811

—
5
38

14
15
16

627,504
746,730
46,076
82,928

51,898
283,239
105,491
16,609

524,963
6,978
5,972
3,222

20,801
59,969
103,657
8,188

74,729
746,730
46,076
82,928

9
68
25
4

24,213
6,978
5,972
3,222

6
10
25
2

17

—
3,093,177
9,957,639

—
1,403,046
2,224,191

24,714
1,302,793
3,821,788

14,384
473,721
840,310

—
1,770,249
8,599,025

—
280
425

24,714
244,160
2,351,461

4
90
99

18
18

165,556
3,952,639
1,267,220

165,556
428,360
64,324

165,556
1,712,037
695,223

165,556
258,340
93,363

—
4,252,546
195,816

—
55
58

—
1,428,089
77,644

—
2
45

5,385,415
860,951
6,246,366

658,240
428,125
1,086,365

2,572,816
—
2,572,816

517,259
—
517,259

4,448,362
964,699
5,413,061

113
73
186

1,505,733
—
1,505,733

47
—
47

19
10

3,084
2,479,860
2,482,944

9,387
266,550
275,937

—
1,030,952
1,030,952

—
116,777
116,777

3,084
1,954,551
1,957,635

2
32
34

—
627,708
627,708

—
—
—

19
20

207,151
299,193
103,772
618,213

616,017
163,273
76,987
5,612

73,254
90,677
32,418
13,911

75,490
87,614
33,354
2,422

207,151
299,193
103,772
618,213

147
39
18
1

73,254
90,677
32,418
13,911

18
23
8
1

—
1,228,329
9,957,639

—
861,889
2,224,191

7,760
218,020
3,821,788

7,394
206,274
840,310

—
1,228,329
8,599,025

—
205
425

7,760
218,020
2,351,461

2
52
99

16
17
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STATEMENTS OF CHANGES IN EQUITY (in part)
For the year ended 31 March 2008

Z$billion
Inflation Adjusted Group
Balance at 31 March 2006
Changes in equity for 2007
Share based payment transactions—share options exercised
Share based payment transactions—shares options cancelled
Gain on revaluation of property, plant and equipment
Deferred taxation on revaluation
Exchange differences on translating foreign operations
Acquisition of additional interest in local subsidiary
Disposal of local subsidiary
Disposal of foreign subsidiary
(Loss)/profit for the year
Dividends
Balance at 31 March 2007
Changes in equity for 2008
Share based payment transactions—share options exercised
Share based payment transactions—shares options expense
Share based payment transactions—shares issued to acquire subsidiary assets
Gain on revaluation of property, plant and equipment
Deferred taxation on revaluation
Exchange differences on translating foreign operations
Share of associate’s gain on revaluation of property, plant and equipment
Acquisition of additional interest in local subsidiary
Acquisition of additional interest in foreign subsidiary
Loss on cash flow hedge
Deferred taxation on cash flow hedge reserve
Gains/(losses) on treasury assets
Profit for the year
Dividends
Balance at 31 March 2008
Historical Group
Balance at 31 March 2006
Changes in equity for 2007
Share based payment transactions—share options exercised
Gain on revaluation of property, plant and equipment
Deferred taxation on revaluation
Exchange differences on translating foreign operations
Deferred taxation on translating foreign operations
Profit for the year
Balance at 31 March 2007
Changes in equity for 2008
Share based payment transactions—share options exercised
Share based payment transactions—share options expense
Share based payment transactions—shares issued to acquire subsidiary assets
Gain on revaluation of property, plant and equipment
Deferred taxation on revaluation
Exchange differences on translating foreign operations
Deferred taxation on translating foreign operations
Share of associate’s gain on revaluation of property, plant and equipment
Acquisition of additional interest in local subsidiary
Loss on cash flow hedge
Deferred taxation on cash flow hedge reserve
Gains/(losses) on treasury assets
Profit for the year
Dividends
Balance at 31 March 2008

Attributable to Equity Holders of the Parent
Share
Capital
Retained
Capital
Reserves
Earnings
Total

Minority
Interest

Total
Equity

165,556

227,896

112,298

505,750

144,711

650,461

—
—
—
—
—
—
—
—
165,556
—
—
165,556

20,725
(11,091)
168,971
(33,687)
46,061
(1,572)
11,019
38
428,360
—
—
428,360

—
—
—
—
—
—
6,167
—
118,465
(26,526)
(27,615)
64,324

20,725
(11,091)
168,971
(33,687)
46,061
(1,572)
17,186
38
712,381
(26,526)
(27,615)
658,240

2
17
171,847
(33,472)
82,833
8,289
17,076
59
391,362
37,694
(931)
428,125

20,727
(11,074)
340,818
(67,159)
128,894
6,717
34,262
97
1,103,743
11,168
(28,546)
1,086,365

—
—
—
—
—
—
—
—
—
—
—
—
165,556
—
—
165,556

15,907
191,982
31,844
4,396,055
(1,239,769)
127,491
776
—
—
(18,808)
5,812
12,989
3,952,639
—
—
3,952,639

—
—
—
—
—
—
—
—
—
—
—
—
64,324
1,209,372
(6,476)
1,267,220

15,907
191,982
31,844
4,396,055
(1,239,769)
127,491
776
—
—
(18,808)
5,812
12,989
4,182,519
1,209,372
(6,476)
5,385,415

51
—
—
382,287
(132,807)
149,688
—
(19,395)
(339)
—
—
(797)
806,813
54,138
—
860,951

15,958
191,982
31,844
4,778,342
(1,372,576)
277,179
776
(19,395)
(339)
(18,808)
5,812
12,192
4,989,332
1,263,510
(6,476)
6,246,366

—

—

2

2

1

3

—
—
—
—
—
—
—
—

2
51
(14)
17
(1)
55
—
55

—
—
—
—
—
2
56
58

2
51
(14)
17
(1)
57
56
113

—
52
(14)
30
(2)
67
6
73

2
103
(28)
47
(3)
124
62
186

—
—
—
—
—
—
—
—
—
—
—
—
—
—
—
—

33
393
24
5,711,508
(1,702,927)
255,596
(12,341)
61
—
(4,933)
1,524
3,553
4,252,546
—
—
4,252,546

—
—
—
—
—
—
—
—
—
—
—
—
58
195,771
(13)
195,816

33
393
24
5,711,508
(1,702,927)
255,596
(12,341)
61
—
(4,933)
1,524
3,553
4,252,604
195,771
(13)
4,448,362

2
—
—
742,864
(200,571)
380,999
(17,632)
—
(57)
—
—
(64)
905,614
59,085
—
964,699

35
393
24
6,454,372
(1,903,498)
636,595
(29,973)
61
(57)
(4,933)
1,524
3,489
5,158,218
254,856
(13)
5,413,061
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CASH FLOW STATEMENTS
For the year ended 31 March 2008

Z$billion
Cash Flows From Operating
Activities
Operating cash flows before
reinvesting in working capital
Increase in working capital
Interest paid
Net taxation paid
Net cash generated
from/(utilised in) operating
activities
Cash Flows From Investing
Activities
Interest received
Proceeds on disposal of
property, plant and
equipment
Acquisition of joint venture
(Group: net of cash acquired)
Acquisition of minority interest
in subsidiary
Acquisition of operating assets
of subsidiary
Acquisition of property, plant
and equipment
Acquisition of investment
property
Acquisition of other financial
assets
Net exchange gains/(losses)
Proceeds on disposal of
investments
Dividends received
Net cash (utilised in)/generated
from investing activities

Notes

22
23

Inflation Adjusted
Group
Company
31 Mar. 2008 31 Mar. 2007 31 Mar. 2008 31 Mar. 2007

Historical
Group
Company
31 Mar. 2008 31 Mar. 2007 31 Mar. 2008 31 Mar. 2007

2,650,392
(1,532,868)
(918,397)
(83,434)

46,216
(671,148)
(117,395)
(132,198)

2,078,376
(923,504)
(706,556)
(54,127)

(174,359)
(141,121)
(55,847)
(97,223)

771,442
(1,344,892)
(55,021)
(64,588)

85
(209)
(9)
(8)

121,342
(147,640)
(29,389)
(2,128)

31
(39)
(5)
(6)

115,693

(874,525)

394,189

(468,550)

(693,059)

(141)

(57,815)

(19)

132,147

505,948

95,759

469,143

15,734

29

9,417

28

75,393

51,198

502

1,497

208

1

54

—

9

(42,288)

—

(82,870)

—

(87)

—

(170)

—

9

(59,935)

—

(59,674)

(4,956)

(169)

—

(169)

—

9

(9,544)

—

(9,544)

—

(27)

—

(27)

—

(338,024)

(181,593)

(239,429)

(101,475)

(41,811)

(16)

(5,036)

(8)

(66,695)

—

(66,695)

—

(17,492)

—

(17,492)

—

(25,710)
5,577

(169)
28,607

—
(167,150)

—
19,404

(4,325)
2,402

—
5

—
(1,854)

—
5

—
—

636
—

—
592

636
2,794

—
—

—
—

—
1

—
—

(329,079)

404,627

(528,509)

387,043

(45,567)

19

(15,276)

25

15,958

20,727

15,856

20,725

33

2

33

2

31,844

—

31,844

—

24

—

24

—

—

2

—

—

2

—

—

—

Cash Flows From Financing
Activities
Issue of shares—share
options exercised
Issue of shares—shares
issued to acquire subsidiary
assets
Issue of shares—shares of
subsidiary issued to
minorities of subsidiary
Net third party borrowings
(paid)/raised
Dividends paid
Net cash (utilised in)/generated
from financing activities

(472,894)
(6,476)

125,462
(28,546)

(21,044)
(6,476)

(204,776)
(27,615)

210,086
(13)

143
—

68,302
(11)

15
—

(431,568)

117,645

20,180

(211,666)

210,132

145

68,348

17

(Decrease)/increase in cash
and cash equivalents

(644,954)

(352,253)

(114,140)

(293,173)

(528,494)

23

(4,743)

23

116,488
(528,466)

468,741
116,488

109,423
(4,717)

402,596
109,423

28
(528,466)

5
28

26
(4,717)

3
26

(644,954)

(352,253)

(114,140)

(293,173)

(528,494)

23

(4,743)

23

Cash and Cash Equivalents
Balance at the beginning of
the year
Balance at the end of the year
(Decrease)/increase in cash
and cash equivalents
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GROUP SEGMENT REPORT (in part)
For the year ended 31 March 2008
Primary Segment Report

Z$billion
31 March 2008
Operating income
Revenue
Inter-segment sales
Revenue from external customers
Profit/(loss) from operations
Investment income
Other (losses)/gains
Interest expense
Share of profits of associate (net of
income tax)
Effects of business combinations
Monetary adjustment
Income tax expense
Profit for the year

Ginning
Business

2,330,086
(37,467)

Inflation Adjusted Business
Segment
FMCG
Seed
Spinning
Business
Business
Business

Total

Ginning
Business

Historical Business Segment
FMCG
Seed
Spinning
Business
Business Business

Total

138,659
—

1,562,701
(21,382)

135,354
(39,147)

4,166,800
(97,996)

268,139
(4,219)

14,299
—

527,931
(7,223)

5,825
(1,685)

816,194
(13,127)

2,292,619
138,659
766,545 (1,972,073)
95,232
3,595
(84,278)
(10,367)
(774,395)
(1,067)

1,541,319
495,873
22,156
180,551
(142,893)

96,207
4,093
11,164
84,028
(42)

4,068,804
(705,562)
132,147
169,934
(918,397)

263,920
173,789
9,421
47,348
(33,890)

14,299
4,264
131
(750)
(92)

520,708
146,518
4,563
1,748
(21,039)

4,140
2,857
1,619
740
—

803,067
327,428
15,734
49,086
(55,021)

—
—
1,249,139
(510,206)

2,301
1,949,135
10,249
505,302

—
(40,201)
(370,361)
(74,495)

—
—
(153,614)
18,139

2,301
1,908,934
735,413
(61,260)

—
—
—
(55,944)

—
3,951
—
(1,108)

4
(114)
—
(27,983)

—
—
—
(1,177)

4
3,837
—
(86,212)

742,037

487,075

70,630

(36,232)

1,263,510

140,724

6,396

103,697

4,039

254,856

Other information
Segment assets
Segment liabilities
Segment net assets

4,462,544
(1,530,267)
2,932,277

Capital expenditure
Depreciation

240,066
39,206

15,480
9,839

81,927
35,878

551
8,124

338,024
93,047

5,072
4

706
—

36,011
35,886

22
2

41,811
35,892

31 March 2007
Operating income
Revenue
Inter-segment sales
Revenue from external customers
Profit from operations
Investment income
Other (losses)/gains
Interest expense

872,887
(56,194)
816,693
212,414
453,609
(3,198)
(78,263)

—
—
—
—
—
—
—

429,172
(22,404)
406,768
152,877
34,893
(799)
(39,132)

98,345
—
98,345
28,142
17,446
—
—

1,400,404
(78,598)
1,321,806
393,433
505,948
(3,997)
(117,395)

87
(6)
81
40
26
4
(6)

—
—
—
—
—
—
—

63
(3)
60
17
2
1
(3)

7
—
7
4
1
—
—

157
(9)
148
61
29
5
(9)

Effects of business combinations
Monetary adjustment
Income tax expense

(4,957)
(471,161)
(240,032)

—
—
—

—
(20,237)
(46,742)

—
18,127
(1,495)

(4,957)
(473,271)
(288,269)

—
—
(18)

—
—
—

—
—
(5)

—
—
(1)

—
—
(24)

Profit for the year

(131,588)

—

80,860

62,220

11,492

46

—

12

4

62

Other information
Segment assets
Segment liabilities

762,209
(321,596)

—
—

1,398,770
(798,973)

63,212 2,224,191
(17,257) (1,137,826)

103
(49)

—
—

317
(188)

5
(2)

425
(239)

Segment net assets

440,613

—

599,797

45,955

1,086,365

54

—

129

3

186

Capital expenditure
Depreciation

144,715
100,111

—
—

32,709
16,024

4,169
15,126

181,593
131,261

9
—

—
—

7
4

—
—

16
4

2,070,095 3,114,662
(619,319) (1,461,752)
1,450,776 1,652,910

310,338 9,957,639 3,079,581
(99,935) (3,711,273) (1,069,064)
210,403 6,246,366 2,010,517

2,127,890 3,079,406
(639,083) (1,381,561)
1,488,807 1,697,845

312,148 8,599,025
(96,256) (3,185,964)
215,892 5,413,061
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Secondary Segment Report

Z$billion
31 March 2008
Revenue from external customers
Segment assets
Capital expenditure
31 March 2007
Revenue from external customers
Segment assets
Capital expenditure

Inflation Adjusted Geographical Segment
Rest of
Europe
Zimbabwe
Africa
and Asia
Total

Historical Geographical Segment
Rest of
Europe
Zimbabwe
Africa
and Asia

1,585,424
7,216,044
303,261

2,440,537
2,741,595
34,763

42,843
—
—

4,068,804
9,957,639
338,024

312,918
5,857,430
7,049

481,693
2,741,595
34,762

8,456
—
—

803,067
8,599,025
41,811

796,111
1,065,023
153,681

416,101
1,159,168
27,912

109,594
—
—

1,321,806
2,224,191
181,593

89
147
9

47
278
7

12
—
—

148
425
16

NOTES TO THE FINANCIAL STATEMENTS (in part)
For the year ended 31 March 2008
Basis of pricing inter-segment sales
Inter-segment transfers, segment revenue, segment expenses and segment result include transfers between business segments and geographical segments. These transfers
are accounted for at market prices charged to unaffiliated customers for similar goods and services and are eliminated on
consolidation.

Unnumbered Note: Accounting Policies (in part)
Presentation
The financial statements are presented in Zimbabwe dollars
and are rounded off to the nearest billion.
Adoption of new and revised Standards (in part)
Standards and Interpretations effective in the current year.
In the current year, the Group has adopted IFRS 7 Financial
Instruments: Disclosures which is effective for annual reporting periods beginning on or after 1 January 2007, and the
consequential amendments to IAS 1 Presentation of Financial Statements. The impact of the adoption of IFRS 7 and
the changes to IAS 1 has been to expand the disclosures
provided in these financial statements regarding the Group’s
financial instruments and management of capital.
Five Interpretations issued by the International Financial
Reporting Interpretations Committee are effective for the current year. These are:
IFRIC 7 Applying the Restatement Approach under IAS
29, Financial Reporting in Hyperinfiationary
Economies;
Basis of preparation
Restatement
The financial statements are based on the historical cost convention and have been restated to take account of the effects
of inflation in accordance with IAS 29 (Financial Reporting in
Hyperinflationary Economies), as described below.
The Zimbabwean economy is considered to be a hyperinflationary economy. IAS 29 requires that financial statements
prepared in the currency of a hyperinflationary economy be

IFRS ATT 10.18

Total

stated in terms of the measuring unit current at the balance
sheet date, and that corresponding figures for the previous
year be restated in terms of the same measuring unit. Accordingly, the inflation adjusted financial statements represent
the primary financial statements of the Group. The historical
cost financial statements are provided as supplementary information. Although IAS 29 discourages the presentation of
historical financial statements where inflation adjusted financial statements are presented, these have been shown for
comparability purposes. The presentation of historical cost financial statements with inflation adjusted financial statements
has been permitted by the Zimbabwe Accounting Practices
Board and the Zimbabwe Stock Exchange for a transitional
period.
In accordance with IAS 29, the financial statements and
the corresponding figures for the previous year have been
restated to account for the changes in the general purchasing
power of the Zimbabwe dollar and, as a result, are stated in
terms of the measuring unit current at the balance sheet date.
The restatement is based on conversion factors derived from
the Zimbabwe Consumer Price Index (CPI) compiled by the
Zimbabwe Central Statistical Office.
The indices and conversion factors used were as follows:

Date
March 2008
March 2007

Indices
67,792,071,884
16,221,182

Conversion
Factors
1
4,179

The main procedures applied in the above-mentioned restatement of transactions and balances are as follows:
• Monetary assets and liabilities are not restated because
they are already stated in terms of the measuring unit
current at the balance sheet date;
• Non-monetary assets and liabilities that are not carried
at amounts current at the balance sheet date and components of shareholders funds are restated by applying
the change in the index from the date of the transaction or, if applicable, from the date of their most recent
revaluation to the balance sheet date;
• Property, plant and equipment are restated by applying
the change in the index from the date of the transaction
or, if applicable, from the date of their most recent revaluation to the balance sheet date. Depreciation is based
on the restated amounts;
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• Income statement transactions, except for the depreciation charges explained above, are restated by applying
the change in the index from the month of the transactions to the balance sheet date;
• Gains and losses arising from the net monetary asset
or liability position are included in the profit or loss;
• All items in the cash flow statement are expressed in
terms of the measuring unit current at the balance sheet
date; and
• All corresponding figures as of and for the year ended
31 March 2007 are restated by applying the change in
the index from 31 March 2007 to 31 March 2008.
Foreign currency

Note 24. Financial Instruments
The Group finances its operations by a mixture of retained
profits and financial instruments denominated in both Zimbabwe dollars and foreign currencies. The Group raises long
and short-term borrowings centrally and on-lends to its operating units at market-related interest rates. The Group borrows in both local and international debt markets in Zimbabwe
dollars and foreign currencies, mainly at fixed rates of interest.
In the normal course of its operations, the Group is exposed
to currency, interest rate, liquidity and credit risks. The Group
has developed a comprehensive risk management process
to control and monitor the risks.
24.1 Currency risk

Foreign currency transactions
Foreign currency transactions, on initial recognition, are translated at the exchange rates ruling on the date of the transaction. Subsequent to that, all foreign currency denominated
financial assets and liabilities are translated at each balance
sheet date, using the exchange rates ruling at that date.
Accordingly, foreign currency denominated income and expenses are recorded at exchange rates ruling on the date of
the transaction.
Exchange differences are recognised in profit or loss in the
period in which they arise except for:
• exchange differences which relate to assets under construction for future productive use, which are included
in the cost of those assets when they are regarded as
an adjustment to interest costs on foreign currency borrowings; and
• exchange differences on transactions entered into in
order to hedge certain foreign currency risks.
Foreign currency denominated monetary assets and liabilities
were translated at the following exchange rates.
Opening
US$1
ZAR1
EUROl

665

The Group undertakes certain transactions denominated in
currencies other than the Zimbabwe dollar, hence exposure
to exchange rate fluctuations arises. The currencies giving
rise to currency risks are primarily the United States dollar, South African Rand and Euro. The exposure to foreign
currency fluctuations is managed by, where possible, matching foreign liabilities with foreign assets or revenue contracts
that generate sufficient foreign currency receipts to provide a
hedge against the exposure. Details of hedging transactions
and hedge accounting are disclosed in note 24.2.
The Board of Directors is tasked with managing the foreign currency exposure arising in consultation with the central
treasury function. All material purchases and sales in foreign
currencies are transacted through the central treasury.

Closing
Z$250
Z$35
Z$333

US$1
ZAR1
EUROl

Z$525,000
Z$64,524
Z$818,580

Translation of foreign operations
The assets and liabilities of foreign operations, including
goodwill and fair value adjustments arising on acquisition, are
translated into Zimbabwe dollars at exchange rates ruling at
the reporting date. The income and expenses of foreign operations, excluding operations in hyperinflationary economies,
are translated to Zimbabwe dollars at exchange rates ruling
on the date of the transaction.
Foreign currency differences arising from translation of
foreign entities are recognised directly in equity as a nondistributable foreign currency translation reserve (FCTR).
When a foreign operation is disposed of, in part or in full,
the relevant amount in the FCTR is transferred to the profit or
loss.
In order to more fairly present the underlying value of the
Group’s foreign subsidiaries, the assets and liabilities of foreign operations were translated at an exchange rate of US$1:
Z$53,863,739 (2007—US$1: Z$7,432).
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The Group’s exposure to foreign currency risk was as follows based on notional amounts (currency unit thousands):
Group
Trade and Other Receivables
United States dollar
Rand
Euro
Botswana Pula
Malawi Kwacha
Zambian Kwacha
Bank and Cash Balances
United States dollar
Rand
Euro
Botswana Pula
Malawi Kwacha
Zambian Kwacha
Trade and Other Payables
United States dollar
Rand
Euro
Botswana Pula
Malawi Kwacha
Zambian Kwacha
Borrowings—Third Party
United States dollar
Rand
Euro
Botswana Pula
Malawi Kwacha
Zambian Kwacha
Gross Balance Sheet Exposure
United States dollar
Rand
Euro
Botswana Pula
Malawi Kwacha
Zambian Kwacha
Contracted Sales (Refer to Hedging Transactions
and Hedge Accounting)
United States dollar
Rand
Euro
Botswana Pula
Malawi Kwacha
Zambian Kwacha
Net exposure
United States dollar
Rand
Euro
Botswana Pula
Malawi Kwacha
Zambian Kwacha

IFRS ATT 10.18

Company
31 March 2008
31 March 2007

31 March 2008

31 March 2007

8,146
6,310
—
58,874
432,608
11,362,661

7,302
7,986
33
25,676
371,472
9,192,018

6,392
305
—
—
—
—

7,302
27
—
—
—
—

901
80
—
440
14,226
3,422,289

3,106
4
—
37
(2,247)
473,983

901
80
—
—
—
—

3,106
4
—
—
—
—

(3,403)
(11,431)
(1)
(2,121)
(33,097)
(7,498,218)

(1,286)
(3,647)
—
(2,108)
(84,041)
(4,962,091)

(3,470)
(11,026)
—
—
—
—

(1,286)
(3,636)
—
—
—
—

(38,250)
—
(95)
(51,348)
(252,332)
(15,231,361)

(46,653)
—
(190,561)
(96,454)
(205,235)
(7,464,725)

(28,544)
—
(95)
—
—
—

(30,962)
—
(190,561)
—
—
—

(32,606)
(5,041)
(96)
5,845
161,405
(7,944,629)

(37,531)
4,343
(190,528)
(72,849)
79,949
(2,760,815)

(24,721)
(10,641)
(95)
—
—
—

(21,840)
(3,605)
(190,561)
—
—
—

28,544
—
—
—
—
—

30,962
—
—
—
—
—

28,544
—
—
—
—
—

30,962
—
—
—
—
—

(4,062)
(5,041)
(96)
5,845
161,405
(7,944,629)

(6,569)
4,343
(190,528)
(72,849)
79,949
(2,760,815)

3,823
(10,641)
(95)
—
—
—

9,122
(3,605)
(190,561)
—
—
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It is expected that contract sales which have been hedged
will occur during the year ending 31 March 2009. There are
no sales contracts for which hedge accounting has been used
and are not expected to occur.
Hedged contract sales are disclosed in note 24.1 above.
An equal value of foreign loans (hedge) are included in the
loan balance in the same note.

24.2 Hedging transactions and hedge accounting
The Group draws down foreign loans as a hedge for exchange
rate fluctuations on foreign denominated contract sales. Both
the sales contracts and the loans are denominated in US
dollars.
These foreign currency loans, drawn down against future
sales contracts, in order to manage foreign currency risk, are
designated as cash flow hedges. The effective historic cost
portion of changes in the fair value of this hedging relationship
and deferred in equity is Z$4,933 billion (2007: nil). Amounts
deferred in equity during the year and recycled in profit for
the year were Z$12,726 billion (2007: nil). This amount was
recognised in exchange losses.

24.3 Sensitivity analysis
The before tax effects on equity and profit of the Group, of a
9,278% (2007: 8,190%) depreciation in the Zimbabwe dollar
against the United States dollar, to the Old Mutual implied exchange rate at 31 March 2008 of Z$49,235,794:US$1 (2007:
Z$20,725:US$1), are reflected below. This analysis assumes
all variables remain the same and the analysis has been performed on the same basis for 2007.
Group

Z$billion
Effect
Equity
Profit

Company

31 March 2008

31 March 2007

31 March 2008

31 March 2007

(1,240,919)
149,482

(5,635)
(5,635)

(1,275,099)
115,302

(5,655)
(5,655)

No analysis has been performed based on an appreciation
of the Zimbabwe dollar as the likelihood of occurrence is low
given the hyperinflationary conditions prevailing in the country.
The above analysis reflects the impact of the given change
in exchange rates to carrying amounts at the balance sheet
date.
24.4 Interest rate risk
The Group borrows extensively in both local and offshore markets. Exposure to interest rate risk on borrowings and receivables is managed on a proactive basis. The interest rate risk
profile of liabilities of the Group, by currency, as at 31 March
2008 is:

Total
31 March 2008 31 March 2007
Currency
Euro
US Dollar
Rand
Botswana Pula
Malawi Kwacha
Zambian Kwacha
Zimbabwe dollar

thousands
thousands
thousands
thousands
thousands
thousands
millions

—
59,727
281
—
—
8,165
—

—
47,765
—
82
924
5,887,731
16,130,419

24.5 Credit risk
Credit risks arise on cash and cash equivalents, investments
and trade receivables. The risk on cash and cash equivalents
is managed by only investing with financially sound institutions and by setting prudent exposure limits for each institution. The risk arising on trade receivables is managed through
normal credit limits, continual review and exception reporting.
Adequate provision is made for doubtful debts.
At balance sheet date there were no significant concentrations of credit risk. The maximum exposure to credit risk is

Floating Rate Financial
Liabilities
31 March 2008 31 March 2007
—
—
—
—
—
—
—

—
—
—
—
—
—
—

Fixed Rate Financial
Liabilities
31 March 2008 31 March 2007
—
59,727
281
—
—
8,165
—

—
47,765
—
82
924
5,887,731
16,130,419

represented by the carrying amount of each financial asset in
the balance sheet.
24.6 Liquidity risk
The Group manages liquidity through the management of
working capital and cash flows. A balance between continuity of funding and flexibility is maintained through the use
of borrowings from a range of institutions with varying debt
maturities.
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24.7 Capital management
The Board of Directors’ policy is to maintain a strong capital
base so as to maintain creditor and market confidence and
to sustain future development of the business. The Board of
Directors monitors the return on capital, which the Company
defines as net operating income divided by total shareholders’
equity. Due to the prevailing operating economic conditions,
the Board of Directors’ has set any net positive return in each
operating period as acceptable in terms of maintenance of
capital.

IFRS ATT 10.18

There were no changes in the Company’s approach to capital management during the year. The Company is not subject
to externally imposed capital requirements.
24.8 Carrying amounts and fair values of financial assets
and liabilities as at 31 March 2008
The restated carrying amounts of financial assets and liabilities are stated at their fair values.
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SECTION 11: SERVICE CONCESSION ARRANGEMENTS∗

IFRIC 12, SERVICE CONCESSION
ARRANGEMENTS

Recognition and Measurement

SIC 29, SERVICE CONCESSION
ARRANGEMENTS: DISCLOSURES

11.05 IFRIC 12 establishes requirements and provides

IFRSs Overview and Comparison
to U.S. GAAP
11.01 Service concession arrangements are a mechanism

by which a public sector entity (such as a governmental
agency) or an entity acting as an agent for a public sector
entity procures public services by entering into an arrangement with a private sector entity. Rather than the public entity
developing, funding, building, operating, and maintaining infrastructure assets alone, the public sector entity contracts
some or all of these activities to one or more private sector entities. Examples of service concession arrangements
include developing, funding, building, operating, and maintaining roads, bridges, tunnels, hospitals, railroads, and prisons, among other arrangements.
11.02 As part of these arrangements, private sector enti-

ties provide one or more, but not necessarily all, of the services necessary to make the infrastructure asset operational.
In some cases, the private sector entity constructs the infrastructure asset (a road, for example). In other cases, the
infrastructure asset may already exist, such as an airport, and
the public sector entity contracts with a private sector entity
to manage and operate the asset.
11.03 When providing high quality, transparent, and com-

parable information, the accounting challenge is to reflect the
substance of the arrangement between the public sector entity
(grantor) and private sector entity (operator). International Financial Reporting Interpretations Committee (IFRIC) Interpretation 12, Service Concession Arrangements, establishes
the requirements and provides guidance for reporting publicto-private service concession arrangements on the financial
statements of service concession operators. Standing Interpretations Committee (SIC) Interpretation 29, Disclosures:
Service Concession Arrangements, establishes the disclosure
requirements.
11.04 IFRIC 12 is effective for annual periods beginning

on or after January 1, 2008. Early adoption is permitted.
If an entity early adopts IFRIC 12, it should disclose that
fact.

∗

Unless otherwise indicated, references to International Accounting Standards Board (IASB) standards and interpretations throughout this 2010
edition of IFRS Accounting Trends & Techniques refer to the version
of those standards and interpretations included in the IFRS 2010 bound
volume, the official printed consolidated text of IASB standards and interpretations, including revisions, amendments, and supporting documents,
issued as of January 1, 2010.

IFRSs
guidance for private sector operators on accounting for
public-to-private service concession arrangements. It does
not provide accounting guidance to the public sector grantor
of the service concession. This interpretation applies to those
arrangements in which the grantor controls (a) the services
that the operator will provide with the infrastructure asset, to
whom those services will be provided, and the price for those
services and (b) any significant residual interest in the infrastructure asset at the end of the term of the arrangement. The
grantor’s control of the residual interest in the infrastructure
asset may exist through ownership, beneficial entitlement,
or other means. As long as both conditions are met, IFRIC
12 applies to infrastructure assets used in service concession
arrangements for the entirety of these assets’ economic lives.
11.06 IFRIC 12 addresses recognition and measurement of

the following:
• Operator’s rights over the infrastructure asset
• Arrangement consideration
• Construction or upgrade services
• Operating services
• Borrowing costs
• Subsequent treatment of recognized financial assets and
intangible assets
• Items provided to the operator by the grantor
11.07 When a service concession arrangement meets the

two conditions previously described, IFRIC 12 concludes
that the arrangement only gives the operator a right of access to, not a right to use, the infrastructure asset. The right
of access allows the operator to provide services on behalf
of the grantor in accordance with the contractual terms of
the arrangement. This conclusion is significant because the
interpretation does not permit the infrastructure assets to be
recognized as property, plant, and equipment (PPE) under
International Accounting Standard (IAS) 16, Property, Plant
and Equipment, or as a leased asset under IAS 17, Leases.
The infrastructure asset itself does not meet the definition of
PPE in IAS 16, which requires the asset to be held for use,
or the definition of a leased asset in IAS 17, which requires
a lease to convey the right to use an asset.
11.08 Therefore, IFRIC 12 requires the operator to recog-

nize either a financial asset or an intangible asset. The operator should recognize a financial asset to the extent that it
has an unconditional right to receive cash or another financial asset. The operator should recognize an intangible asset
to the extent that consideration is dependent upon the use
of the asset to provide services. In some cases, the operator might recognize both a financial and an intangible asset.
An entity classifies financial assetas a loan or receivable, an
available-for-sale financial asset, or designated at fair value
through profit and loss in accordance with IAS 39, Financial
Instruments: Recognition and Measurement.
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Author’s Note

U.S. GAAP

International Financial Reporting Standard (IFRS) 9,
Financial Instruments, issued December 2009 and effective for annual periods beginning on or after January
1, 2013, amends the classification and measurement
requirements for financial assets recognized in accordance with IFRIC 12. In accordance with IFRS 9, an
entity measures the amount due from, or at the direction of, the grantor at either amortized cost or fair value
through profit or loss. If the financial asset is carried
at amortized cost, IFRS 9 requires the entity to use
the effective interest method and to recognize interest
income in profit or loss. Early adoption of IFRS 9 is
permitted.

11.13 Service concession arrangements are not defined in

11.09 In accordance with IAS 11, Construction Contracts,

an entity should recognize for construction and upgrade services using the percentage of completion method. An entity
should recognize revenue for providing services is recognized
in accordance with IAS 18, Revenue. Revenue is measured
at the fair value of the consideration received or receivable.
If the operator provides more than one service, then the entity should allocate the consideration to the different services
based on the relative fair values of the delivered services when
separately identifiable.
Author’s Note
In June 2010, the International Accounting Standards
Board (IASB) and the Financial Accounting Standards
Board (FASB) issued an exposure draft, Revenue from
Contracts with Customers, proposing to create a single
revenue recognition standard that would replace the requirements of both IAS 18 and FASB Accounting Standards Codification (ASC) 605, Revenue Recognition.
Entities would apply the new standard across various
industries and capital markets. The boards believe that
“publication of this joint proposal represents a significant step forward toward global convergence in one
of the most important and pervasive areas in financial
reporting.” The IASB expects to finalize the new IFRS
in the second quarter of 2011, with the effective date
yet to be determined. See the discussion of the proposals in section 3, “Statement of Comprehensive Income
and Related Disclosures.”

the FASB ASC glossary, and FASB ASC does not include
specific guidance on the applicable accounting treatment. As
a result, there is likely to be diversity in practice. For example, although service concession arrangements, as defined in
IFRIC 12, are excluded from the scope of IAS 17, some of
these types of arrangements may be accounted for as leases
under FASB ASC 840, Leases.
11.14 As reflected in current practice, operators generally

do not recognize infrastructure assets as PPE under the FASB
ASC. However, if an operator determined that lease accounting was appropriate under FASB ASC 840 and concluded that
the lease constituted a finance (capital) lease under FASB
ASC 840-30, the entity effectively accounts for the leased
infrastructure asset as PPE and depreciates the asset accordingly. Operators generally do not recognize intangible assets
in connection with service concessions.
11.15 A potentially significant difference between IFRSs

and FASB ASC affecting revenue and expense recognition
is the requirement under FASB ASC 605-25 to evaluate the
arrangement to determine whether it is a multiple element
arrangement. In a multiple element arrangement, the entity
allocates the consideration received or receivable to individual elements and determines the timing of revenue and expense recognition separately for each element. FASB ASC
605-25-25-2 requires the consideration received or receivable for delivery of multiple services to be allocated to the
identified elements either by reference to relative fair values
(as in IFRSs) or, if fair values are not available for all services
delivered, by using a residual method.
Author’s Note
According to “Pending Content” in FASB ASC 60525-25-2, with a transition date of June 15, 2010, this
paragraph is amended to change the words fair values
to selling prices.
11.16 FASB ASC 605-25 requirements for multiple ele-

ing asset under IAS 23, Borrowing Costs, an operator should
capitalize interest in accordance with that standard. Otherwise, the operator should expense borrowing costs.

ment arrangements differ from IFRSs in two ways. First,
consideration is allocated only by reference to the relative
fair values of the individual services to be delivered. Second, although IAS 18 requires an entity to separately identify
components of a single transaction in order to reflect the substance of the transaction, IFRSs provide little guidance for
this process. Therefore, it is likely that entities would recognize revenue differently under FASB ASC 605-25 and IFRSs.

11.11 When the grantor provides assets that the operator

11.17 Absent specific guidance in FASB ASC, an operator

11.10 To the extent that the infrastructure asset is a qualify-

11.12 An entity should recognize and measure maintenance

would generally not recognize as separate assets items provided by the grantor as part of the consideration for services
to be provided and which the operator has the discretion to
retain or dispose of. Instead, the operator would allocate these
items in the same manner as other consideration. Similarly, an
entity would not recognize liabilities unless cash is received
in advance.

obligations in accordance with IAS 37, Provisions, Contingent Liabilities and Contingent Assets.

11.18 Although not separately defined, a receivable meets

can, at his or her sole discretion, retain or dispose of, the
operator should recognize the assets separately and measure
them at fair value on initial recognition, with a corresponding liability representing the obligations it has assumed in
exchange.
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the following definition of a financial asset in the FASB
ASC glossary: “contract that conveys to one entity a right
to . . . receive cash or another financial instrument from a
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absence of more specific guidance, it is generally agreed an
operator should recognize a receivable to the extent that it
has an unconditional right to receive cash irrespective of the
infrastructure’s use.

11.21 Additional disclosures may be required by other stan-

Disclosure

U.S. GAAP

IFRSs

11.22 Because there is no separate standard or interpreta-

11.19 SIC 29 applies not only to all public-to-private service

tion for service concession arrangements, disclosures would
depend on the specific FASB ASC topic or other U.S. GAAP
guidance applied.

concession arrangements within the scope of IFRIC 12 but
also to private-to-private service concession arrangements, as
long as the services provided give the public access to major
economic or social infrastructure assets. However, outsourcing of internal services of a public sector entity (for example,
building maintenance and technology) is excluded.

dards and interpretations depending on the nature of the asset
or liability recognized (for example, IAS 38, Intangible Assets, or IFRS 7, Financial Instruments: Disclosures).

Author’s Note
None of the survey companies whose excerpts are provided in this section early adopted IFRS 9.

11.20 Arrangements with the following rights and obliga-

tions of the service concession operator are subject to the
disclosures required by SIC 29:
• Rights to provide services that give the public access to
major economic or social facilities
• Rights to use specified tangible assets, intangible assets,
and financial assets (in some cases)
• Obligations to provide services according to the terms
and conditions of the agreement over the concession
period
• Obligations to return any rights received at the end of
the concession period (when applicable)

Presentation and Disclosure
Excerpts—Initial Application
First Time Adoption of IFRSs—Recognition
of Intangible and Financial Assets
11.23

Enersis S.A. (Dec 2009)
Author’s Note
Enersis first applied IFRSs in its 2009 financial statements with a date of transition of January 1, 2008.

CONSOLIDATED STATEMENTS OF FINANCIAL
POSITION (in part)
As of December 31, 2009, December 31, 2008, and January 1, 2008
(In thousands of Chilean pesos—ThCh$)

Assets
Non-current assets
Available-for-sale financial assets
Other financial assets
Trade accounts receivable and other receivables, net
Accounts receivable from related companies
Investments in associates accounted for using the equity method
Intangible assets, net
Property, plant and equipment, net
Investment properties
Deferred tax assets
Hedging instrument
Prepayments
Other assets
Total assets

Note
11
12
6
7
13
14
15
16
17
20

12-31-2009
ThCh$
10,638,684,664
2,512,716
25,746,002
194,977,413
—
21,281,461
2,947,474,178
6,864,071,242
31,231,839
454,896,521
2,238,039
834,131
93,421,122
13,210,140,321

12-31-2008
ThCh$
10,838,455,413
22,495,036
1,746,462
319,283,809
641,336
37,833,671
2,626,894,224
7,215,792,131
26,368,681
511,300,668
2,486,652
1,202,581
72,410,162
13,781,176,500

01-01-2008
ThCh$
9,853,446,756
22,500,804
25,635,319
253,273,272
505,026
12,454,619
2,561,293,136
6,334,857,266
28,504,034
541,265,109
1,035,531
1,385,608
70,737,032
11,925,131,551

IFRS ATT 11.23

P1: KaD
ACPA166-11

AICPA

AICPA-IFRS-ATT.cls

December 20, 2010

672

11:11

IFRS Accounting Trends & Techniques

NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (in part)
Note 2. Basis of Presentation of the Consolidated
Financial Statements
2.1 Basis of presentation
The consolidated financial statements of Enersis and subsidiaries as of December 31, 2009 have been prepared in
accordance with International Financial Reporting Standards
(“IFRS”) issued by the International Accounting Standards
Board (hereinafter “IASB”) and approved by its Board of
Directors’ at its meeting on January 27, 2010.
These consolidated financial statements present fairly the
financial position of Enersis and subsidiaries as of December 31, 2009, as well as the results of operations, the changes
in equity and the cash flows for the year then ended.
The present consolidated financial statements have been
prepared from accounting records maintained by the Company and by its subsidiaries. Each entity prepares its financial
statements according to the accounting principles and stan-

dards in force in each country, and through the consolidation
process, the corresponding adjustments and reclassifications
have been made in order to adapt such standards and principles to IFRS.
The consolidated statement of financial position as of
December 31, 2008, and January 1, 2008, as well as the
consolidated statement of comprehensive income, the consolidated statement of net equity, and the consolidated cash
flow statement for the year ended December 31, 2008, included for comparative purposes, were also prepared in accordance with IFRS, on a basis consistent with that applied
in 2009.

Note 3. Accounting Principles Applied (in part)
The main accounting policies used in preparing the accompanying consolidated financial statements were as follows:
a) Property, plant and equipment (in part)
In relation to the administrative concessions held by the Group
companies, following is a detail of the years to maturity period
for concessions that do not have an indefinite term:

Company
Empresa Distribuidora Sur S.A. Edesur (Distribution)
Hidroeléctrica El Chocón S.A. (Generation)
Transportadora de Energı́a S.A. (Transmission)
Compañı́a de Transmisión del Mercosur S.A. (Transmission)
Centrais Eletricas Cachoeira Dourada S.A. (Generation)
Central Geradora Termeléctrica Fortaleza S.A (Generation)
Compañı́a de Interconexión Energética S.A.Cien (Transmission, Line 1)
Compañı́a de Interconexión Energética S.A.Cien (Transmission, Line 2)
Management of the Group evaluated the specific casuistry
of each of the aforementioned concessions, which vary by
country, business or legal jurisprudence, and concluded that
no determining factors exist to indicate that the grantor, which
in each case is a government entity, controls the infrastructure and, at the same time, can continuously set the price to
be charged for services. Those requirements are essential for
applying IFRIC 12 Service Concession Arrangements, which
establishes how to record and value certain types of concessions (See Note 3c.2 for concession arrangement within the
scope of IFRIC 12).
c) Intangible assets (in part)
c.2) Concessions
IFRIC 12 “Service Concessions Arrangements’ provides guidance for accounting operators for public-to-private concession
arrangements. This accounting interpretation applies if:

Concession Operator
Ampla Energı́a e Servi¸cos S.A.(∗)

Country
Argentina
Argentina
Argentina
Argentina
Brazil
Brazil
Brazil
Brazil

(∗)

Period Remaining
Until Expiration
79 years
14 years
79 years
79 years
19 years
23 years
12 years
14 years

a) The grantor controls or regulates which services the operator should provide with the infrastructure, to whom it
must provide them and at what price; and
b) The grantor controls—through ownership, beneficial entitlement or otherwise—any significant residual interest in the infrastructure at the end of the term of the
arrangement.
If the aforementioned criteria are met simultaneously, an intangible asset is recognized on books to the extent the operator is entitled to charge the users for the specific use of the
public service/facility, and if these charges are strictly based
on the extent of use of the facility.
These intangible assets are initially recognized at cost,
which is defined as the fair value of the consideration paid,
plus any other costs that are directly attributable to the operation. Subsequently, these intangibles are amortized over the
period of the concession.
The subsidiaries that have recognized an intangible asset
from their service concession agreements are the following:

Type

Country

Term

Remaining
Term

Electrical energy distribution

Brazil

30 years

17 years

Highway infrastructure

Brazil
Chile

30 years
23 years

19 years
7 years

(∗)

Companhia Energética do Ceará S.A.
Sociedad Concesionaria Túnel El Melón S.A

Concession
Term
95 years
30 years
85 years
87 years
30 years
30 years
20 years
20 years

Considering that part of the rights acquired by our subsidiaries are unconditional, a financial asset at amortized cost has also been recognized
(See Notes 3.f.1 and 6).
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• Borrowing costs incurred during the construction period
that are directly attributable to the acquisition, construction or production of qualified assets, which are assets
that necessarily take a substantial period of time to get
ready for their intended use, such as electricity generating or distribution facilities are capitalized. The interest rate used is that corresponding to specific-purpose
financing or, in the absence thereof, the average financing rate of the company making the investment. The
average financing rate varies depending mainly on the
geographical area and ranges between 11.5% to 12.5%
for Ampla and 9.5% to 10.5% for Coelce. Borrowing cost
capitalized totaled ThCh$ 1,992,733 for the year ended
December 31, 2009 and ThCh$ 2,648,915 for the year
ended December 31, 2008.
• Cost of employees directly attributable to construction
works in progress are also capitalized. Cost of employees capitalized totaled ThCh$ 17,007,228 for the year
ended December 31, 2009 and ThCh$ 13,988,133 for
the year ended December 31, 2008.

f) Financial instruments (in part)
Financial instrument are contracts that gives rise to both a
financial asset for one company and a financial liability or
equity instrument of another company.
f.1) Financial assets other than derivatives (in part)
The Group classify their financial investments, whether permanent or temporary, and excluding equity method investments (see Note 13) and investments held for sale, into four
categories:
• Trade accounts receivable and other receivables and
Accounts receivable from related companies: These are
recorded at amortized cost, which corresponds to initial
fair value less principal repayments made, plus interest
accrued but uncharged, calculated using the effective
interest rate method.
The effective interest method is used to calculate the amortized cost of a financial asset or liability (or group of financial
assets or financial liabilities) and is charged to financial income or expense over the relevant period. The effective interest rate is the discounts rate that sets the cash flows receivable or payable estimated over the expected life of thefinancial
instrument (or, when appropriate, over a shorter period) exactly equal to the net carrying amount of the financial asset
or financial liability.

Note 6. Trade Accounts Receivable and Other
Receivables (in part)
The detail of trade and other receivables as of December 31,
2009, December 31, 2008, and January 1, 2008, is as follows:

Trade Accounts Receivable and Other
Receivables, Gross
Trade and Other Receivables, Gross
Trade Receivables, Gross
Other Receivables, Gross

12-31-2009
Current
Non-Current
ThCh$
ThCh$
1,312,802,776
198,609,866
1,266,953,322
128,738,890
45,849,454
69,870,976

Balance at
12-31-2008
Current
Non-Current
ThCh$
ThCh$
1,476,578,040
319,283,809
1,404,510,966
177,333,954
72,067,074
141,949,855

01-01-2008
Current
Non-Current
ThCh$
ThCh$
1,324,272,232
268,370,611
1,179,047,485
84,595,808
145,224,747
183,774,803

Trade Accounts Receivable and Other
Receivables, Net
Trade and Other Receivables, Net
Trade Receivables, Net(1)
Other Receivables, Net(2)

12-31-2009
Current
Non-Current
ThCh$
ThCh$
1,138,646,562
194,977,413
1,097,562,493
126,907,444
41,084,069
68,069,969

Balance at
12-31-2008
Current
Non-Current
ThCh$
ThCh$
1,313,066,854
319,283,809
1,242,285,448
176,469,559
70,781,406
142,814,250

01-01-2008
Current
Non-Current
ThCh$
ThCh$
1,159,930,650
253,273,272
1,020,713,162
70,043,630
139,217,488
183,229,642

(1)

(2)

Includes Ch$69,092 million corresponding to accounts due to our subsidiary Cachoeira Dourada S.A. from Compañı́a de Electricidade de
Goiás (CELG), arising in years prior to 2004. CELG (a state-owned Company of the State of Goiás) has currently recognized its outstanding
debt and is negotiating a loan from the financial institution BNDES to obtain the proceeds to pay its debt. The Board of Directors of Enersis
anticipates a favorable outcome as a result of such negotiations and expects to recover at least the carrying amount recognized.
The non-current portion includes the financial asset classified as loans and receivables measured at amortized cost arising from application
of the requirements of IFRIC 12, Service Concession Arrangement totaled ThCh$34,203,618, ThCh$23,553,568 and ThCh$20,867,696 as
of December 31, 2009 and 2008, and January 1, 2008, respectively.
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In general, no interest is charged on trade and other
receivables.
There are no amounts trade and other receivables balances
held by the Group that are not available for its use.
There are no significant balance transactions with single
external customers in relation to the Group’s total revenues
or receivables.

Note 14. Intangible Assets
14.1 Intangible assets
Intangible asset as of December 31, 2009 and 2008 are detailed as follows:
12-31-2009
ThCh$

12-31-2008
ThCh$

Intangible Assets, Net
Intangible assets, net
Goodwill
Identifiable intangible assets, net
Easements
Water rights
Concessions
Development costs
Patents, registered trademarks and other rights
Computer software
Other identifiable intangible assets

2,947,474,178
1,501,351,933
1,446,122,245
11,786,094
12,291,780
1,357,976,679
12,330
6,844,249
52,003,080
5,208,033

2,626,894,224
1,361,283,587
1,265,610,637
8,357,393
10,503,656
1,186,692,686
17,123
5,316,837
53,667,078
1,055,864

Intangible Assets, Gross
Intangible assets, gross
Goodwill
Identifiable intangible assets, gross
Easements
Water rights
Concessions
Development costs
Patents, registered trademarks and other rights
Computer software
Other identifiable intangible assets

3,649,325,776
1,501,351,933
2,147,973,843
15,269,989
15,232,158
1,950,821,927
25,522
8,541,903
145,952,298
12,130,046

3,323,092,875
1,361,283,587
1,961,809,288
15,929,485
13,495,367
1,777,329,379
32,031
6,810,063
144,380,712
3,832,251

Accumulated Amortization and Impairment
Accumulated amortization and impairment, total
Easements
Water rights
Concessions
Development costs
Patents, registered trademarks and other rights
Computer software
Other identifiable intangible assets

(701,851,598)
(3,483,895)
(2,940,378)
(592,845,248)
(13,192)
(1,697,654)
(93,949,218)
(6,922,013)

(696,198,651)
(7,572,092)
(2,991,711)
(590,636,693)
(14,908)
(1,493,226)
(90,713,634)
(2,776,387)

The reconciliation of the carrying amounts of intangible assets for the years ended December 31, 2009 and 2008 is as
follows:

IFRS ATT 11.23

P1: KaD
ACPA166-11

AICPA

AICPA-IFRS-ATT.cls

December 20, 2010

11:11

675

Section 11: Service Concession Arrangements

Year ended December 31, 2009

Movements in Intangible
Assets
Opening balance at
01/01/2009
Movements in identifiable
intangible assets
Additions from internal
developments
Additions
Transfers to (from)
non-current assets and
disposal groups held
for sale
Amortization(∗)
Foreign currency translation
differences
Other increases (decreases)
Movements in identifiable
intangible assets, total
Closing balance identifiable
intangible assets at
12/31/2009
Goodwill closing balance
(Note 14.2)
Closing balance intangible
assets at 12/31/2009
(∗)

Development
Costs, Net
ThCh$

Easements,
Net
ThCh$

Water
Rights, Net
ThCh$

Concessions,
Net
ThCh$

Patents,
Registered
Trademarks
and Other
Rights, Net
ThCh$

17,123

8,357,393

10,503,656

1,186,692,686

5,316,837

53,667,078

1,055,864

1,265,610,637

—

—

—

—

—

—

—

—

—
—

—
922,067

—
—

—
201,622,235

—
394,063

805,735
11,036,515

—
4,987,412

805,735
218,962,292

—
(1,333)

—
(24,159)

—
(346,002)

—
(94,784,374)

—
(226,916)

(1,547,852)
(11,499,590)

(233,741)
(900,038)

(1,781,593)
(107,782,412)

(3,460)
—

(62,423)
2,593,216

(1,513,556)
3,647,682

82,055,009
(17,608,877)

(907,664)
2,267,929

452,281
(911,087)

(391,739)
690,275

79,628,448
(9,320,862)

(4,793)

3,428,701

1,788,124

171,283,993

1,527,412

(1,663,998)

4,152,169

180,511,608

12,330

11,786,094

12,291,780

1,357,976,679

6,844,249

52,003,080

5,208,033

1,446,122,245

Computer
Software,
Net
ThCh$

Other
Identifiable
Intangible
Assets, Net
ThCh$

Intangible
Assets, Net
ThCh$

1,501,351,933
2,947,474,178

See Note 28 Depreciation and Amortization.

Year ended as of December 31, 2008

Movements in Intangible
Assets
Opening balance at
01/01/2008
Movements in identifiable
intangible assets
Additions from internal
developments
Additions
Disinvestments
Amortization
Foreign currency translation
differences
Other increases (decreases)
Total movements
Closing balance identifiable
intangible assets at
12/31/2008
Goodwill, net, ending
balance (Note 14.2)
Closing balance intangible
assets at 12/31/2008

Development
Costs, Net
ThCh$

Easements,
Net
ThCh$

Water
Rights Net
ThCh$

Concessions,
Net
ThCh$

Patents,
Registered
Trademarks
and Other
Rights, Net
ThCh$

14,656

7,721,478

10,533,473

1,108,734,103

5,404,166

47,167,828

17,403,632

1,196,979,336

—
—
—
(1,649)

—
163,412
—
(25,916)

—
1,360,102
—
(699,006)

—
272,104,278
—
(77,888,662)

—
480,782
—
(259,476)

911,887
13,681,139
(272,108)
(8,280,028)

—
80,000
—
(10,132)

911,887
287,869,713
(272,108)
(87,164,869)

819
3,297
2,467

—
498,419
635,915

—
(431,437)
229,659

(68,642,556)
(47,614,477)
77,958,583

6,895
(575,006)
(346,805)

2,968,877
(2,510,517)
6,499,250

3,724
(16,421,360)
(16,347,768)

(65,662,241)
(67,051,081)
68,631,301

17,123

8,357,393

10,763,132

1,186,692,686

5,057,361

53,667,078

1,055,864

1,265,610,637

Computer
Software,
Net
ThCh$

Other
Identifiable
Intangible
Assets, Net
ThCh$

Intangible
Assets, Net
ThCh$

1,361,283,587
2,626,894,224
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In accordance with estimates and projections of the management of the Group, the future cash flows expected attributable
to intangible assets allow recovering the carrying amount of
these assets recorded as of December 31, 2009.
As of December 31, 2009 the Company does not have significant intangible assets with indefinite useful life.

Presentation and Disclosure
Excerpts—Continuing Application
11.24

ENI SPA (Dec 2009)
Author’s Note
IFRIC 12 was effective for annual periods beginning
on or after January 1, 2008. Although the EU did not
endorse IFRIC 12 until March 2009, ENI, an SEC registrant, was required to, and did, apply IFRIC 12 in its
2008 financial statements.
CONSOLIDATED BALANCE SHEET (in part)
(Euro million)

Note
Assets
Non-current assets
Property, plant and equipment
Inventory—compulsory stock
Intangible assets
Equity-accounted investments
Other investments
Other financial assets
Deferred tax assets
Other non-current receivables
Total non-current assets
Assets held for sale
Total assets

(8)
(9)
(10)
(11)
(11)
(12)
(13)
(14)
(25)

NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (in part)
Unnumbered Note: Summary of significant accounting
policies (in part)
Non-current assets (in part)
Intangible assets (in part)
Intangible assets are assets without physical substance, controlled by the company and able to produce future economic
benefits, and goodwill acquired in business combinations. An
asset is classified as intangible when management is able to
distinguish it clearly from goodwill. This condition is normally
met when: (i) the intangible asset arises from contractual or
legal rights, or (ii) the asset is separable, i.e. can be sold,
transferred, licensed, rented or exchanged, either individually
or as an integral part of other assets. An entity controls an as-

IFRS ATT 11.24

Total
Amount

55,933
1,196
11,019
5,471
410
1,134
2,912
1,881
79,956
68
116,673

Dec. 31, 2008
Of Which With
Related Parties

356
21

Total
Amount

59,765
1,736
11,469
5,828
416
1,148
3,558
1,938
85,858
542
117,529

Dec. 31, 2009
Of Which With
Related Parties

438
40

set if it has the power to obtain the future economic benefits
generated by the underlying asset and to restrict the access
of others to those cash flows.
Intangible assets are initially stated at cost as determined by
the criteria used for tangible assets and they are not revalued
for financial reporting purposes.
Intangible assets with a definite useful life are amortized
systematically over their useful life estimated as the period
over which the assets will be used by the company; the
amount to be amortized and the recoverability of the carrying
amount are verified in accordance with the criteria described
in the section “Property, plant and equipment”.
Goodwill and other intangible assets with an indefinite useful life are not amortized. The recoverability of their carrying value is reviewed at least annually and whenever events
or changes in circumstances indicate that the carrying value
may not be recoverable. Goodwill is tested for impairment
at the level of the smallest aggregate on which the company,
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directly or indirectly, evaluates the return on the capital expenditure to which goodwill relates. When the carrying amount of
the cash generating unit, including goodwill allocated thereto,
exceeds the cash generating unit’s recoverable amount, the
excess is recognized as impairment. The impairment loss is
first allocated to reduce the carrying amount of goodwill; any
remaining excess to be allocated to the assets of the unit is
applied pro-rata on the basis of the carrying amount of each
asset in the unit. Impairment charges against goodwill are
not reversed.1 Negative goodwill is recognized in the profit
and loss account.
Costs of technological development activities are capitalized when: (i) the cost attributable to the development activity can be reasonably determined; (ii) there is the intention,
availability of funding and technical capacity to make the asset available for use or sale; and (iii) it can be demonstrated
that the asset is able to generate future economic benefits.
Intangible assets also include public to private service concession arrangements in which: (i) the grantor controls or regulates what services the operator must provide with the infrastructure, to whom it must provide them and at what price; and
(ii) the grantor controls—through ownership, beneficial entitlement or otherwise—any significant residual interest in the
infrastructure at the end of the term of the arrangement.
According to the terms of the agreements the operator
has the right to operate the infrastructure, controlled by the
grantor, in order to provide the public service.1

Non-current assets (in part)
Note 8. Property, plant and equipment (in part)
Property, plant and equipment under concession arrangements are described in Note 28—Guarantees, commitments
and risks—Asset under concession arrangements.

Revenues and costs (in part)
Revenues associated with sales of products and services are
recorded when significant risks and rewards of ownership
pass to the customer or when the transaction can be considered settled and associated revenue can be reliably measured. In particular, revenues are recognized for the sale of:
• crude oil, generally upon shipment;
• natural gas, upon delivery to the customer;
• petroleum products sold to retail distribution networks,
generally upon delivery to the service stations, whereas
all other sales of petroleum products are generally recognized upon shipment;
• chemical products and other products, generally upon
shipment.
Revenues accrued during the year related to construction
contracts are recognized on the basis of contractual revenues
with reference to the stage of completion of a contract measured on the cost-to-cost basis.2−3
1

2

3

When the operator has a unconditional contractual right to receive
cash or another financial asset from or at the direction of the grantor,
considerations received or receivable by the operator for construction or upgrade of the infrastructure are recognized as a financial
asset.
For service concession arrangements in which customers fees do
not provide a distinction compensation for construction/update of
the infrastructure and compensation for operating it and in the absence of external benchmarks which could be used to determine
the respective fair value of these two items, revenues recognized
during the construction phase are limited to the amount of the costs
incurred.
When customers transfer an Item of property, plant and equipment
different from an infrastructure used in a service concession arrangement (see Item ”Intangible assets” above) or cash, which the
entity must then use to connect customers to a network and/or
to provide them with an ongoing access to a supply of goods or
services, the related revenues are recognized immediately or on
accrual basis considering the contractual services are rendered.
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Note 10. Intangible assets (in part)
Intangible assets were as follows:

(Euro Million)
Dec. 31, 2008
Intangible assets with finite
useful lives
Exploration expenditures
Industrial patents and
intellectual property rights
Concessions, licenses,
trademarks and similar items
Service concession
arrangements
Intangible assets in progress
and advances
Other intangible assets
Intangible assets with
indefinite useful lives
Goodwill
Dec. 31, 2009
Intangible assets with finite
useful lives
Exploration expenditures
Industrial patents and
intellectual property rights
Concessions, licenses,
trademarks and similar items
Service concession
arrangements
Intangible assets in progress
and advances
Other intangible assets
Intangible assets with
indefinite useful lives
Goodwill

Net Value
at the
Beginning
of the Year

Investments

749

Provisions
for
Amortization
and
Writedowns

Amortization

Changes in
the Scope of
Consolidation

Other
Changes

1,907

(2,097)

335

77

971

2,295

1,324

148

44

(85)

—

42

149

1,203

1,054

786

17

(93)

(15)

38

733

2,475

1,742

3,218

230

(109)

—

(17)

3,322

5,837

2,515

377
158
5,436

264
18
2,480

—
(52)
(2,436)

—
1,595
1,915

(61)
14
93

580
1,733
7,488

590
1,995
14,395

10
262
6,907

2,115
7,551

—
2,480

—
(2,436)

1,417
3,332

(1)
92

3,531
11,019

—
—

—
—

971

1,273

(1,615)

—

2

631

2,259

1,628

149

10

(85)

—

64

138

1,275

1,137

733

20

(153)

—

71

671

2,403

1,732

3,322

268

(121)

—

(57)

3,412

5,958

2,546

580
1,733
7,488

83
9
1,663

—
(136)
(2,110)

—
—
—

(82)
20
18

581
1,626
7,059

584
2,035
14,514

3
409
7,455

3,531
11,019

—
1,663

—
(2,110)

15
15

864
882

4,410
11,469

—
—

—
—

Exploration expenditures in the amount of euro 631 million
mainly related to license acquisition costs that are amortized
on a straight-line basis over the contractual term of the exploration lease or fully written off against profit and loss in case
of release or when no future activity is planned. Additions for
the year included exploration drilling expenditures which were
fully amortized as incurred in the amount of euro 1,271 million
(euro 1,715 million as of December 31, 2008).
Concessions, licenses, trademarks and similar items in the
amount of euro 671 million primarily comprised of transmission rights for natural gas imported from Algeria (euro 452
million) and concessions for mineral exploration (euro 157
million).
Service concession arrangements in the amount of euro
3,412 primarily refer to the Italian gas distribution activity (euro
3,205 million and euro 3,340 million as of December 31, 2008

IFRS ATT 11.24

Gross
Value at
the End of
the Year

Net Value
at the End
of the
Year

and 2009, respectively). Such activity is conducted on the basis of concessions granted by local public entities. At the expiration date of the concession, a compensation is paid, defined
by using criteria of a business appraisal, to the outgoing operator following the sale of its own gas distribution network.
Service tariffs for distribution are defined on the basis of a
method established by the Authority for Electricity and Gas.
Legislative Decree No. 164/2000 provides the grant of distribution service exclusively by tender, with a maximum length
of 12 years. Other negative changes in the net book value of
intangible assets (euro 57 million) referred to the reclassification to assets classified as held for sale in the amount of
euro 110 million. Government grants recorded as a decrease
in service concession arrangements amounted to euro 693
million (euro 657 million as of December 31, 2008).

P1: KaD
ACPA166-11

AICPA

AICPA-IFRS-ATT.cls

December 20, 2010

11:11

Section 11: Service Concession Arrangements

Other intangible assets with finite useful lives in the amount
of euro 1,626 million primarily referred to: (i) customer relationship and order backlog in the amount of euro 1,244 million
(euro 1,355 million as of December 31, 2008) recognized after
the acquisition of control on Distrigas NV. These assets are
amortized on the basis of the supply contract with the longest
term (19 years) and the residual useful life of the sale contract
(4 years); (ii) the development project of the gas storage capacity recognized after the acquisition of control of Eni Hewett
Ltd in the amount of euro 234 million (euro 208 million as of
December 31, 2008); (iii) royalties for the use of licenses by
Polimeri Europa SpA in the amount of euro 68 million (euro
72 million as of December 31, 2008); (iv) estimated costs for
Eni’s social responsibility projects in relation to oil development programs in Val d’Agri in the amount of euro 38 million
(euro 18 million as of December 31, 2008) following commitments made with the Basilicata Region.
The depreciation rates used were as follows:
(%)
Exploration expenditures
Industrial patents and intellectual property rights
Concessions, licenses, trademarks and similar items
Concessions, licenses, trademarks and similar items
Other intangible assets

14–33
20–33
3–33
2–20
4–25

Other changes of intangible assets with a definite useful live
in the amount of euro 18 million include negative currency
translation differences of euro 22 million.

Note 28. Guarantees, commitments and risks (in part)
Assets under concession arrangements
Eni operates under concession arrangements mainly in the
Exploration & Production segment and in some activities of
the Gas & Power segment and the Refining & Marketing segment. In the Exploration & Production segment contractual
clauses governing mineral concessions, licenses and exploration permits regulate the access of Eni to hydrocarbon reserves. Such clauses can differ in each country. In particular, mineral concessions, licenses and permits are granted by
the legal owners and, generally, entered into with government

679

entities, State oil companies and, in some legal contexts, private owners. As a compensation for mineral concessions, Eni
pays royalties and taxes in accordance with local tax legislation. Eni sustains all the operation risks and costs related to
the exploration and development activities and it is entitled to
the productions realized. In Production Sharing Agreement
and in buy-back contracts, realized productions are defined
on the basis of contractual agreements drawn up with State
oil companies which hold the concessions. Such contractual
agreements regulate the recovery of costs incurred for the exploration, development and operating activities (cost oil) and
give entitlement to the retained portion of the realized productions (profit oil). With reference to natural gas storage in Italy,
the activity is conducted on the basis of concessions with a
duration that does not exceed twenty years and it is granted by
the Ministry of Productive Activities to persons that are consistent with legislation requirements and that can demonstrate
to be able to conduct a storage program that meets the public interest in accordance with the laws. In the Gas & Power
segment the gas distribution activity is primarily conducted on
the basis of concessions granted by local public entities. At
the expiration date of the concession, compensation is paid,
defined by using criteria of business appraisal, to the outgoing
operator following the sale of its own gas distribution network.
Service tariffs for distribution are defined on the basis of a
method established by the Authority for Electricity and Gas.
Legislative Decree No. 164/2000 provides the grant of distribution service exclusively by tender, with a maximum length
of 12 years.
In the Refining & Marketing segment several service stations and other auxiliary assets of the distribution service are
located in the motorway areas and they are granted by the
motorway concession operators following a public tender for
the sub-concession of the supplying of oil products distribution
service and other auxiliary services. Such assets are amortized over the length of the concession (generally, 5 years for
Italy). In exchange of the granting of the services described
above, Eni provides to the motorway companies fixed and
variable royalties on the basis of quantities sold. At the end
of the concession period, all non-removable assets are transferred to the grantor of the concession.
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SECTION 12: FIRST-TIME ADOPTION OF IFRSs∗

IFRS 1, FIRST-TIME ADOPTION OF
INTERNATIONAL FINANCIAL
REPORTING STANDARDS
Author’s Note
U.S. generally accepted accounting principles (GAAP)
have no comparable standard for an entity adopting
U.S. GAAP or transitioning to U.S. GAAP from another set of accounting principles.

IFRSs Overview and Comparison to U.S.
GAAP
12.01 The International Accounting Standards Board

(IASB) issued International Financial Reporting Standard
(IFRS) 1, First-time Adoption of International Financial Reporting Standards, to ensure that an entity’s first IFRS financial statements, as well as any interim statements issued in the
same reporting period, provide a suitable starting point for
accounting in accordance with IFRSs. The objective of IFRS
1 is for an entity’s first IFRS financial statements to provide
high quality information that is transparent to users and comparable over all periods presented, subject to the constraint
that cost should not exceed benefits.
Author’s Note
IFRS 1 is not a static standard. As new jurisdictions
permit or require companies to adopt IFRSs, the entities affected bring additional issues to the IASB. In
July 2009, November 2008, and May 2008, the IASB
issued amendments to IFRS 1. Many of the significant
provisions are discussed in further detail in “Author’s
Notes” appearing later in this section. The amendments
previously mentioned are effective for periods beginning on or after January 1, 2010, beginning on or after
July 1, 2009, and beginning on or after January 1, 2009,
respectively. Earlier application is permitted. The timing of the effective date of these revisions impacts the
availability of illustrative excerpts from survey companies’ financial statements. Accordingly, the excerpts
appearing later in the section may not reflect some or
all of these revisions.
12.02 An entity should apply IFRS 1 in its first IFRS fi-

nancial statements. It should also apply IFRS 1 in any interim financial statements presented in accordance with International Accounting Standard (IAS), Interim Financial
Reporting, for part of the period covered by its first IFRS
∗

Unless otherwise indicated, references to International Accounting Standards Board (IASB) standards and interpretations throughout this 2010
edition of IFRS Accounting Trends & Techniques refer to the version of
those standards and interpretations included in IFRS 2010 bound volume,
the official printed consolidated text of IASB standards and interpretations,
including revisions, amendments, and supporting documents, issued as of
January 1, 2010.

financial statements. IFRS 1 considers an entity to present
its first IFRS financial statements when these financial statements contain an explicit, unreserved statement of compliance with IFRSs. Unless an entity makes this explicit, unreserved statement of compliance, it has not yet presented
its first IFRS financial statements. IFRS 1 identifies several
cases that do not relieve or disqualify an entity from applying
IFRS 1 in the first set of financial statements in which full
compliance is claimed. One such case is a subsidiary that prepares an IFRS-compliant consolidation package for a parent
that issues IFRS-compliant consolidated financial statements.
However, the subsidiary only issues financial statements in
its national GAAP. Because the subsidiary itself has not issued a complete set of financial statements as defined in IAS
1, Presentation of Financial Statements, with an explicit unreserved statement of compliance, it would still be eligible to
apply IFRS 1 if it chooses, or is required, to adopt IFRSs in
the future.
12.03 An entity has one, and only one, opportunity to apply

IFRS 1 to its financial statements. Even if an entity fails to
provide IFRS-compliant financial statements in some period
after its first IFRS financial statements, it should not apply
IFRS 1 subsequently.
12.04 An entity already reporting under IFRSs should

only apply the requirements of IAS 8, Accounting Policies,
Changes in Accounting Estimates and Errors, to a change in
accounting policy. IFRS 1 should not be applied.

Recognition and Measurement
IFRSs
12.05 At the date of transition to IFRSs, IFRS 1 requires

an entity to prepare and present its opening balance sheet in
accordance with IFRSs. Additionally, the entity should apply the same accounting policies in its opening IFRS balance
sheet and throughout all periods presented in its first IFRS
financial statements. These accounting policies should comply with each IFRS that is effective at the end of its first IFRS
reporting period, except as otherwise permitted by IFRS 1.
The standards effective at the end of the entity’s first IFRS
reporting period may be different from those that were in
effect at the entity’s transition date, which is the date of its
opening IFRS balance sheet.
12.06 Unless a specific exemption or exception is provided

or required by IFRS 1, IAS 8 requires retrospective application for all changes in accounting policy. Retrospective application involves preparation of the financial statements as
if the entity always applied the new accounting policy. Retrospective application may be costly or impracticable for an
entity to accomplish or may permit an entity to use hindsight
to achieve an advantageous result. For the benefit of first-time
adopters of IFRSs, IFRS 1 provides both relief (exemptions)
and prohibitions (exceptions) from retrospective application,
as explained in more detail subsequently.
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12.07 Exemptions from retrospective application are vol-

untary. An entity should explicitly identify, elect, and then
discuss the elected exemptions in disclosures required by
IFRS 1. Exemptions exist for the following:
• Business combinations. An entity may elect to apply
IFRS 3, Business Combinations, prospectively to all
subsequent business combinations either from the date
of transition or a specifically selected earlier date. When
elected, this exemption permits an entity to avoid restating any business combination that occurred before the
selected date, regardless of the method(s) of accounting used at the original dates of prior combinations (for
example, combinations accounted for as a pooling of
interests would not be restated).
• Share-based payments. This exemption relieves a firsttime adopter from applying IFRS 2, Share-based Payments, to equity instruments granted on or before
November 7, 2002. However, if an entity decides to
apply IFRS 2 to instruments granted before this date,
it should disclose the instruments’ fair value. An additional exemption relieves a first-time adopter from
applying IFRS 2 to equity instruments granted after
November 7, 2002, and vested before the later of its
date of transition to IFRSs or January 1, 2005.
• Insurance contracts. An entity may elect the transition
provisions of IFRS 4, Insurance Contracts.
• Deemed cost for property, plant, and equipment (PPE);
investment property; and intangible assets. An entity
may elect to measure at fair value individual assets
of PPE, investment property, and intangible assets that
meet the criteria for revaluation and use the cost model
for subsequent measurement in accordance with the relevant standard. Alternative measures of fair value under
this exemption are a revaluation under the entity’s previous GAAP done at or before the date of transition
if that revaluation is broadly comparable to fair value,
and cost or depreciated cost, in accordance with IFRSs,
adjusted to reflect, for example, changes in a general or
specific price index. An entity may also use as deemed
cost an event-driven fair value determined previously
(for example, at the time of a privatization or initial
public offering.)
• Deemed cost for oil and gas assets. When an entity
transitions from a previous GAAP in which exploration
and development costs for oil and gas properties in the
development or production phases are accounted for in
cost centers that include all properties in a large geographical area, the entity may elect to measure the
exploration and evaluation assets at the amount determined under the entity’s previous GAAP and the assets
in the development or production phases at the amount
determined for the cost center under the entity’s previous GAAP. The entity should allocate the amount to
the cost centre’s underlying assets on a pro rata basis
using reserve volumes or reserve values as of the date
of transition.
• Leases. An entity may elect the transitional provisions in International Financial Reporting Interpretations Committee (IFRIC) Interpretation 4, Determining
Whether an Arrangement Contains a Lease, which permits an entity to apply IFRIC 4 to arrangements existing
at the date of transition based on the facts and circumstances existing at that date. Under this exemption, an
entity is not required to reassess any arrangements for
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•

•

•

•

•

•

•

which it had made the same assessment required by
IFRIC 4 at some time prior to its date of transition.
Actuarial gains or losses on defined benefit plans. If an
entity uses the corridor approach to recognize actuarial
gains and losses under IAS 19, Employee Benefits, some
gains and losses remain unrecognized. This exemption
permits an entity to recognize all unrecognized cumulative actuarial gains and losses existing at the date of
transition, even if it will use the corridor approach after
transition.
Cumulative translation differences. This exemption permits an entity to set the cumulative translation adjustment account to zero at the date of transition. Therefore, gains or losses on subsequent disposal of a foreign
operation will exclude all foreign currency translation
adjustments that occurred before transition.
Investments in subsidiaries, associates, and jointly controlled entities. This exemption applies to the separate (unconsolidated) financial statements of a parent
entity. Separate financial statements may be required
by regulatory authorities or issued voluntarily. Sometimes company-only (parent-only) financial statements
are included within consolidated financial statements.
In these separate financial statements, an entity may
measure its investments in subsidiaries, associates, and
jointly controlled entities at cost or in accordance with
IAS 39, Financial Instruments: Recognition and Measurement. This exemption permits cost to be determined
either in accordance with IAS 27, Consolidated and
Separate Financial Statements, or at deemed cost (that
is, either the fair value in accordance with IAS 39 at the
entity’s date of transition to IFRSs in its separate financial statements or the previous GAAP carrying amount
at that date).
Assets and liabilities of subsidiaries, associates, and
jointly controlled entities. When a subsidiary, associate,
or jointly controlled entity adopts IFRSs later than its
parent, this exemption permits the subsidiary, associate,
or jointly controlled entity to apply either IFRS 1 in its
first IFRS financial statements or to use the carrying
amounts that would be included in the parent’s consolidated IFRSs financial statements. However, when the
parent becomes a first-time adopter later than a subsidiary, associate, or jointly controlled entity, the parent
should use the carrying amounts reported in that investment’s IFRS financial statements.
Compound financial instruments. When the liability
component of a compound financial instrument is no
longer outstanding, an entity is not required to retrospectively separate the liability and equity components
to determine the carrying amount of the equity component at the date of transition.
Designation of previously recognized financial instruments. In most cases, IAS 39 limits an entity’s ability
to reclassify financial assets and liabilities after initial
recognition. This exemption permits an entity to designate, as of the date of transition, a financial instrument
as available-for-sale or as at fair value through profit or
loss, provided that the relevant criteria for designation
are met.
Fair value measurement of financial assets or financial
liabilities at initial recognition. This exemption permits
an entity to apply the last sentence of paragraphs AG76
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and AG76A1 in IAS 39, prospectively, to transactions
entered into after one of two dates:
— October 25, 2002
— January 1, 2004
Author’s Note
In August 2010, the IASB issued an exposure draft,
Removal of Fixed Dates for First-time Adopters (proposed amendments to IFRS 1), proposing to replace
these specific dates in IFRS 1 with the date of transition.
• Decommissioning liabilities included in the cost
of PPE. An entity that elects this exemption
should measure the decommissioning liability in
accordance with IAS 37, Provisions, Contingent
Liabilities and Contingent Assets. To the extent
that the liability is within the scope of IFRIC 1,
Changes in Existing Decommissioning, Restoration and Similar Liabilities, the entity should estimate the amount that would have been included
in the carrying value of the asset when the liability first arose (using a historical risk-adjusted
interest rate) and calculate a carrying amount of
accumulated depreciation based on its current estimates of the asset’s useful life and residual value
and its chosen depreciation method. When an entity applies the exemption described previously
with respect to oil and gas assets accounted for
in cost centers that include properties in a large
geographical area, it may elect to apply IFRIC 1
or to measure its decommissioning, restoration,
and similar liabilities at the date of transition, in
accordance with IAS 37 and recognize directly
in retained earnings the difference between that
amount and the carrying amount of those liabilities at the date of transition determined under its
previous GAAP.
• Financial assets or intangible assets accounted
for in accordance with IFRIC 12, Service Concession Arrangements. An entity may elect to apply
the transitional requirements in IFRIC 12. When
retrospective application is impracticable, these
transition requirements permit an entity to recognize financial assets and intangible assets as
of the date of transition and to use the previous
1

The text of the relevant paragraphs in International Accounting Standard
(IAS) 39, Financial Instruments: Recognition and Measurement, reads as
follows:
AG76 (in part): The best evidence of the fair value of a financial instrument at initial recognition is the transaction price (that is, the fair value
of the consideration given or received) unless the fair value of that
instrument is evidenced by comparison with other observable market
transactions in the same instrument (without modification or repackaging) or based on a valuation technique whose variables include only
data from observable markets.
AG76A: The subsequent measurement of the financial asset or financial
liability and the subsequent recognition of gains or losses should
be consistent with the requirements of this Standard or IFRS 9 as
appropriate. The application of paragraph AG76 may result in no gain
or loss being recognized on the initial recognition of a financial asset
or liability. In such a case, IAS 39 requires that a gain or loss should
be recognized after initial recognition only to the extent that it arises
from a change in a factor (including time) that market participants
would consider in setting a price.
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carrying amounts of these assets in the opening
balance sheet. The entity should test these assets
for impairment at the date of transition or, if impracticable, at the start of the current reporting
period.
• Borrowing costs. An entity may elect to apply
the transitional provisions in IAS 23, Borrowing
Costs, which permit the entity to capitalize interest on qualifying assets as of a designated date
but not later than the date of transition.
Author’s Note
In 2007, the Institute of Chartered Accountants in England and Wales published a study, EU Implementation
of IFRS and the Fair Value Directive: A report for the
European Commission, that it conducted for the European Commission regarding application of IFRS 1 exemptions and other applications of IFRSs in Europeanlisted companies’ first IFRSs’ financial statements. The
study of 151 companies reports that when an exemption was applicable, all companies surveyed used the
following exemptions:
• Business combinations
• Deemed cost (for PPE or investment property, although practice varied over the amounts used as
deemed cost)
• Actuarial gains and losses on defined benefit
plants (when the entity elected to use the corridor
after transition)
• Cumulative translation differences
• Compound financial instruments
• Share-based payments
No first-time adopters used the deemed cost exemption for
intangible assets.
12.08 IFRS 1 includes two categories of exceptions to retro-

spective application: estimates and retrospective application
of other IFRSs. Essentially, these exceptions prohibit the use
of hindsight to achieve a potentially preferable accounting
treatment. With respect to estimates, this exception requires
an entity’s estimates at the date of transition to be consistent with those applied under its previous GAAP at the same
date (after adjustments for changes in accounting policy),
unless there is objective evidence that the previous GAAP
estimates were in error. With respect to retrospective application in accordance with other IFRSs, IFRS 1 prohibits an
entity from using retrospective application in the following
circumstances:
• Designating hedging relationships.
• Recognizing previously derecognized financial assets
or financial liabilities, unless they would qualify for
recognition as a result of a later transaction or event.
• Applying IFRS 27 at a date earlier than it elects to apply
IFRS 3 to business combinations. Refer to the previous
discussion of the exemption related to IFRS 3.

Presentation
IFRSs
12.09 To comply with IAS 1, IFRS 1 states that a first

time adopter’s financial statements should include at least
three statements of financial position (which includes this

IFRS ATT 12.09
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statement as of the date of transition), two statements of comprehensive income, two separate income statements (if presented), two statements of cash flows, and two statements of
changes in equity and related notes, including comparative
information.
12.10 IFRS 1 does not require an entity to restate informa-

tion prior to the date of transition when such information is
included in historical summaries of selected data. An entity
should clearly label any information prepared under previous
GAAP and describe the main adjustments needed to comply
with IFRSs.

Disclosure
IFRSs

At a minimum, the date of transition is two years prior
to a company’s first IFRS financial statements.
Securities regulators in different jurisdiction impose
different requirements on companies to discuss a forthcoming transition to IFRS. Disclosures required prior
to those in a company’s first IFRS financial statements
are not illustrated.

Transition From Canadian GAAP to
IFRSs—IFRS 1 Exemptions Elected
12.16

Thomson Reuters Corporation (Dec 2009)

12.11 An entity should explain how the transition from its

previous GAAP to IFRSs affected its reported financial position, financial performance, and cash flows. In addition to
narrative discussions, this explanation should include reconciliations of equity in accordance with previous GAAP to
equity in accordance with IFRSs, at both the date of transition
and the date of the most recent financial statements prepared
under the previous GAAP. This explanation also includes a
reconciliation of comprehensive income in accordance with
previous GAAP to comprehensive income in accordance with
IFRSs for the year of the most recent financial statements prepared under the previous GAAP. These reconciliations should
include sufficient detail to enable users of the financial statements to understand the material adjustments to the balance
sheet and the statement of comprehensive income.
12.12 If the entity recognized any impairment losses or re-

versals in its opening balance sheet, it should provide disclosures in accordance with IAS 36, Impairment of Assets, or
other applicable IFRSs.
12.13 An entity should clearly distinguish error corrections

from changes in accounting principle.
12.14 An entity should explain the IFRS 1 exemptions that

it elected. Additional disclosures are required when an entity
elects the exemptions for derecognition of financial assets or
financial liabilities and deemed cost.
12.15 Interim reports in the period covered by an entity’s

first IFRS financial statements prepared under IAS 34 should
include reconciliations similar to those required in the first
IFRS financial statements for the current interim period and
comparable interim period of the immediately preceding financial year.

Presentation and Disclosure
Excerpts—Initial Application
Author’s Note
The following excerpts illustrating the required disclosures under IFRS 1 are all taken from survey companies
whose 2009 financial statements were the first IFRS financial statements, regardless of the date of transition.

IFRS ATT 12.10

NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (in part)
Note 34: Transition to IFRS
These consolidated financial statements represent the first
annual financial statements of the Company and its subsidiaries prepared in accordance with IFRS, as issued by
the IASB. The Company adopted IFRS in accordance with
IFRS 1, First-time Adoption of International Financial Reporting Standards. The first date at which IFRS was applied was
January 1, 2008 (“Transition Date”). In accordance with IFRS,
the Company has:
• provided comparative financial information;
• applied the same accounting policies throughout all periods presented;
• retrospectively applied all effective IFRS standards as
of December 31, 2009, as required, and
• applied certain optional exemptions and certain mandatory exceptions as applicable for first time IFRS
adopters.
The Company’s consolidated financial statements were previously prepared in accordance with Canadian GAAP.
Initial elections upon adoption
Set forth below are the IFRS 1 applicable exemptions and
exceptions applied in the conversion from Canadian GAAP to
IFRS.
IFRS Exemption Options
1. Business combinations—IFRS 1 provides the option to
apply IFRS 3, Business Combinations, retrospectively
or prospectively from the Transition Date. The retrospective basis would require restatement of all business combinations that occurred prior to the Transition Date. The
Company elected not to retrospectively apply IFRS 3 to
business combinations that occurred prior to its Transition Date and such business combinations have not
been restated. Any goodwill arising on such business
combinations before the Transition Date has not been
adjusted from the carrying value previously determined
under Canadian GAAP as a result of applying these
exemptions. Further, the Company did not early adopt
IFRS 3 Revised and instead has adopted that standard
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upon its effective date which, for the Company, was January 1, 2010.
2. Employee benefits—IFRS 1 provides the option to retrospectively apply the corridor approach under IAS 19,
Employee Benefits, for the recognition of actuarial gains
and losses, or recognize all cumulative gains and losses
deferred under Canadian GAAP in opening retained
earnings at the Transition Date. The Company elected
to recognize all cumulative actuarial gains and losses
that existed at its Transition Date in opening retained
earnings for all of its employee benefit plans.
3. Currency translation differences—Retrospective application of IFRS would require the Company to determine cumulative currency translation differences in accordance with IAS 21, The Effects of Changes in Foreign
Exchange Rates, from the date a subsidiary or equity
method investee was formed or acquired. IFRS 1 permits cumulative translation gains and losses to be reset
to zero at transition date. The Company elected to reset all cumulative translation gains and losses to zero in
opening retained earnings at its Transition Date.
4. Share-based payments—IFRS 2, Share-based Payments, encourages application of its provisions to equity
instruments granted on or before November 7, 2002,
but permits the application only to equity instruments
granted after November 7, 2002 that had not vested by
the Transition Date. The Company elected to avail itself
of the exemption provided under IFRS 1 and applied
IFRS 2 for all equity instruments granted after November 7, 2002 that had not vested by its Transition Date.
Further, the Company applied IFRS 2 for all liabilities
arising from share-based payment transactions that existed at its Transition Date. As a result of the transition
method elected, the Company reversed the historical
Canadian GAAP share-based compensation charges
impacting shareholders’ equity from retained earnings
to capital.

5. Borrowing costs—IAS 23, Borrowing Costs, requires an
entity to capitalize the borrowing costs related to all qualifying assets for which the commencement date for capitalization is on or after January 1, 2009. Early adoption
is permitted. The Company elected not to early adopt
this policy. Therefore, borrowing costs prior to January
1, 2009 are expensed.
IFRS Mandatory Exceptions
Set forth below are the applicable mandatory exceptions in
IFRS 1 applied in the conversion from Canadian GAAP to
IFRS.
1. Hedge accounting—Hedge accounting can only be applied prospectively from the Transition Date to transactions that satisfy the hedge accounting criteria in IAS 39,
Financial Instruments: Recognition and Measurement,
at that date. Hedging relationships cannot be designated
retrospectively and the supporting documentation cannot be created retrospectively. As a result, only hedging
relationships that satisfied the hedge accounting criteria
as of its Transition Date are reflected as hedges in the
Company’s results under IFRS. All derivatives, whether
or not they meet the IAS 39 criteria for hedge accounting, were fair valued and recorded in the statement of
financial position.
2. Estimates—Hindsight is not used to create or revise estimates. The estimates previously made by the Company
under Canadian GAAP were not revised for application
of IFRS except where necessary to reflect any difference
in accounting policies.
Reconciliations of Canadian GAAP to IFRS
IFRS 1 requires an entity to reconcile equity, comprehensive
income and cash flows for prior periods. The Company’s first
time adoption of IFRS did not have an impact on the total operating, investing or financing cash flows. The following represents the reconciliations from Canadian GAAP to IFRS for
the respective periods noted for equity, earnings and comprehensive income:

Reconciliation of Equity

(In Millions of U.S. Dollars)
Shareholders’ equity under Canadian GAAP
Differences increasing (decreasing) reported shareholders’ equity:
1. Business combinations
2. Employee benefits
3. Share-based compensation
4. Revenue
5. Derivative instruments and hedging activities
6. Impairments
7. Income taxes
8. Non-controlling interest
Total equity under IFRS

As of
December 31, 2008
20,126

As of
January 1, 2008
13,571

(1,166)
(773)
(50)
3
14
1
165
168
18,488

—
(320)
(5)
4
(2)
—
65
—
13,313
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GAAP as of that date. The IFRS adjustments below relate to
acquisitions occurring on or after January 1, 2008.

Reconciliation of Earnings
(In Millions of U.S. Dollars)
For the Year to Date Period Ended
Net earnings under Canadian GAAP
Differences in GAAP increasing
(decreasing) reported earnings:
1. Business combinations
2. Employee benefits
3. Share-based compensation
4. Revenue
5. Derivative instruments and hedging
activities
6. Impairments
7. Income taxes
8. Foreign currency translation adjustments
9. Non-controlling interest
Net earnings under IFRS

December 31, 2008
1,405
(121)
33
(20)
(1)
—
1
27
(17)
14
1,321

Reconciliation of Comprehensive Income
(In Millions of U.S. Dollars)
For the Year to Date Period Ended
Comprehensive loss under Canadian
GAAP
Differences in GAAP (increasing)
decreasing reported comprehensive loss:
Differences in net earnings, net of tax
Unrealized cash flow hedges
Foreign currency translation adjustments to
equity
Foreign currency translation adjustments to
earnings
Actuarial losses on pension plans, net of tax
Comprehensive loss under IFRS

December 31, 2008
(857)
(84)
16
(40)
17
(389)
(1,337)

Changes in accounting policies
In addition to the exemptions and exceptions discussed
above, the following narratives explain the significant differences between the previous historical Canadian GAAP accounting policies and the current IFRS accounting policies
applied by the Company. Only the differences having an impact on Thomson Reuters are described below. The following
is not a complete summary of all of the differences between
Canadian GAAP and IFRS. Relative to the impacts on Thomson Reuters, the descriptive caption next to each numbered
item below corresponds to the same numbered and descriptive caption in the tables above, which reflect the quantitative
impacts from each change. Unless a quantitative impact was
noted below, the impact from the change was not material to
Thomson Reuters.
1. Business Combinations
As stated in the section entitled “IFRS Exemption Options,”
the Company applied the exemption in IFRS 1 for business combinations. Consequently, business combinations
concluded prior to January 1, 2008 have not been restated
and the carrying amount of goodwill under IFRS as of January 1, 2008 is equal to the carrying amount under Canadian

IFRS ATT 12.16

Measurement of Purchase Price
Canadian GAAP—Shares issued as consideration are measured at their market price a few days before and after the date
the parties reached an agreement on the purchase price and
the proposed transaction was announced.
IFRS—Shares issued as consideration are measured at
their market value at the acquisition closing date. As a result,
goodwill and equity were reduced by $979 million relative to
the re-measurement of the shares issued as consideration for
the Reuters acquisition.
Acquisition-related costs
Canadian GAAP—If certain conditions are met, the costs of a
plan (1) to exit an activity of an acquired company, (2) to involuntarily terminate employees of an acquired company, or (3)
to relocate employees of an acquired company are liabilities
assumed in the purchase and are included in the allocation
of the acquisition cost.
IFRS—Restructuring provisions are only included as part
of the acquired liabilities when the acquiree has recognized
an existing liability for restructuring in accordance with applicable IFRS standards. As a result, restructuring provisions
recorded as part of the purchase price allocation under Canadian GAAP are charged to earnings under IFRS.
Adjustment to Purchase Price Allocation
Canadian GAAP—Initial purchase price allocations are
subsequently adjusted through goodwill prospectively as
changes in estimates. Further, while Canadian GAAP does
not impose a time limit for the completion of the allocation
process, in practice the process is considered final by the
end of the fiscal year in which the acquisition occurred.
IFRS—If the initial accounting for a business combination can only be determined provisionally, subsequent adjustments to the allocation may be recognized if they occur
within 12 months of the acquisition date. After 12 months, adjustments are recognized through income. The adjustments
made as a result of finalizing the provisional accounting are
retrospectively recognized from the acquisition date. As a result, adjustments to depreciation and amortization are retrospectively recorded to reflect the final purchase accounting.
See also the discussion below for differences in accounting
for income taxes in business combinations affecting goodwill
and intangible assets.
2. Employee Future Benefits
As stated in the section entitled “IFRS Exemption Options,”
the Company elected to recognize all cumulative actuarial
gains and losses that existed at the Transition Date in opening
retained earnings for all of its employee benefit plans.
Actuarial Gains and Losses
Canadian GAAP—Actuarial gains and losses that arise in calculating the present value of the defined benefit obligation and
the fair value of plan assets are recognized on a systematic
and consistent basis, subject to a minimum required amortization based on a “corridor” approach. The “corridor” was
10% of the greater of the accrued benefit obligation at the
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elected to recognize all actuarial gains and loss in other comprehensive income, changes in valuation allowance are recognized in other comprehensive income in the period in which
the changes occurred. As a result, the Company adjusted its
pension expense to reflect this treatment.

beginning of the year and the fair value of plan assets at the
beginning of the year. This excess of 10% is amortized as a
component of pension expense on a straight-line basis over
the expected average service life of active participants. Actuarial gains and losses below the 10% corridor are deferred.
IFRS—The Company elected to recognize all actuarial
gains and losses immediately in a separate statement of
comprehensive income without recycling to the income statement in subsequent periods. As a result, actuarial gains and
losses are not amortized to the income statement but rather
are recorded directly to comprehensive income at the end of
each period. As a result, the Company adjusted its pension
expense to remove the amortization of actuarial gains and
losses. The impact from unamortized actuarial losses was
not separately measured as of the adoption date. Unamortized net actuarial losses disclosed as of December 31, 2007
were $255 million, including a significant portion of which were
measured as of September 30, 2007. This amount is indicative of the impact from actuarial losses as of the adoption date
of January 1, 2008.

IFRS 2 is effective for the Company as of January 1, 2008 and
is applicable to stock options and grants that are unvested at
that date. The transition rules in IFRS 1 and IFRS 2 as applied
by the Company result in the following:
• Stock options and share grants prior to November 7,
2002 are not taken into account for IFRS 2;
• Stock options and share grants subsequent to November 7, 2002 are only taken into account if they have not
vested as at January 1, 2008; and,
• From January 1, 2008, all stock options, share grants
and other share-based payments will be expensed in
accordance with the policy stated in note 1.

Measurement Date

Recognition of Expense

Canadian GAAP—The measurement date of the defined benefit obligation and plan assets can be a date up to three
months prior to the date of the financial statements, provided
the entity adopted this practice consistently from year to year.
The Company measured the defined benefit obligation and
plan assets for certain plans as of September 30.
IFRS—An entity is required to determine the present value
of the defined benefit obligation and the fair value of plan
assets with sufficient regularity such that the amounts recognized in the financial statements do not differ materially from
the amounts that would be determined at the end of the reporting period. As a result, on transition to IFRS, the Company
re-measured its defined benefit obligations and plan assets as
of the end date of each period, which impacted the calculation
of pension expense.

Canadian GAAP—For grants of share-based awards with
graded vesting, the total fair value of the award is recognized
on a straight-line basis over the employment period necessary
to vest the award.
IFRS—Each tranche in an award with graded vesting is
considered a separate grant with a different vesting date and
fair value. Each grant is accounted for on that basis. As a
result, the Company adjusted its expense for share-based
awards to reflect this difference in recognition.

Fair Value of and Expected Return on Plan Assets
Canadian GAAP—The expected return on plan assets is the
product of the expected long-term rate of return on plan assets
and a market-related fair value of plan assets. The marketrelated fair value recognized changes in the fair value of plan
assets over a five year period.
IFRS—The expected return on plan assets is a product of
the expected long-term rate of return on plan assets and a
fair value of plan assets at the end of the reporting period. As
a result, the Company adjusted its pension expense to reflect
an expected return on plan assets using the fair value of its
plan assets at the end of each period.
Accrued Benefit Asset
Canadian GAAP—When a defined benefit plan gives rise to
an accrued benefit asset, a valuation allowance is recognized
for any excess of the accrued benefit asset over the expected
future benefit. The accrued benefit asset is presented in the
statement of financial position net of the valuation allowance.
A change in the valuation allowance is recognized in earnings
for the period in which the change occurs.
IFRS—Similar to Canadian GAAP, IFRS limits the recognition of the net benefit asset under certain circumstances
to the amount that is recoverable. Since the Company has

3. Share Based Compensation

Forfeitures
Canadian GAAP—Forfeitures of awards are recognized as
they occur.
IFRS—An estimate is required of the number of awards
expected to vest, which is revised if subsequent information
indicates that actual forfeitures are likely to differ from the
estimate. As a result, the Company adjusted its expense to
reflect this difference.
Cash-Settled Share Based Payments
Canadian GAAP—A liability for stock appreciation rights is
accrued based upon the intrinsic value of the award with
changes recognized in the income statement each period.
IFRS—An entity must measure the liability incurred at fair
value by applying an option pricing model. Until the liability is
settled, the fair value of the liability is re-measured at each
reporting date, with changes in fair value recognized as the
awards vest. Changes in fair value of vested awards are recognized immediately in earnings. As a result, the Company
adjusted expenses associated with stock appreciation rights
to reflect the changes of the fair values of these awards.
Measurement of Deferred Tax Assets
Canadian GAAP—A deferred tax asset is recognized for
share-based awards based upon the cumulative amount of
compensation cost recognized for an award.
IFRS—The deferred tax asset for a deductible temporary
difference is based on an estimate of the future tax deduction. For share-based payment awards, future tax deductions
are generally measured by reference to the intrinsic value of
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the vested award at the end of the reporting period. If the
estimated future tax deduction exceeds the amount of the related cumulative compensation expense, the excess of the
associated deferred tax is recognized directly in equity. If no
or a reduced tax deduction is anticipated because the fair
value of the shares has declined, the deferred tax asset is
wholly or partly reversed to income or equity as appropriate
depending on how the asset was originally recorded. As a result, the Company adjusted the deferred tax associated with
share-based awards to reflect changes in the stock price.
4. Revenue
Multi-component Arrangements
Canadian GAAP—Vendor specific objective evidence
(“VSOE”) for the undelivered element in a multi-component
arrangement has to exist in order to recognize revenue for
the delivered elements.
IFRS—Revenue is allocated and recognized for each element if fair value can be reliably measured, provided that
stand alone value exists from a customer perspective. As a
result, the Company recognized revenue earlier than under
Canadian GAAP in certain instances.
Completed Contract Accounting
Canadian GAAP—In certain circumstances, revenue for various arrangements is recognized on a completed contract
basis.
IFRS—The completed contract basis of accounting is not
permitted. The percentage of completion basis is used unless one specific act is much more significant than any other,
in which case the recognition of revenue is postponed until the
significant act has been completed. As a result, for arrangements which did not have a significant act, the Company recognized revenue on a percentage of completion basis under
IFRS.
5. Derivative Instruments and Hedging Activities
The Company has prospectively applied hedge accounting to
those hedging relationships that satisfied the hedge accounting criteria of IAS 39 at its Transition Date in accordance with
the transition requirement of IFRS.
Hedge Accounting
Canadian GAAP—If certain conditions are met, the “short cut
method” and the “critical terms match” method can be used
for the assessment and measurement of ineffectiveness and,
for certain hedges, an assumption of no ineffectiveness can
be made.
IFRS—IFRS does not permit the use of the short cut
method nor the critical terms match method for the assessment and measurement of effectiveness in a hedging relationship. Ineffectiveness must be measured at each reporting
period throughout the life of the hedging relationship. As a result, the Company measured ineffectiveness at each reporting
period and recognized related amounts in earnings.
Credit Risk
Canadian GAAP—Prior to 2009, there was no explicit guidance related to incorporating credit risk into the fair values of
derivatives. On January 20, 2009, the Emerging Issues Committee (“EIC”) issued Abstract 173, Credit Risk and the Fair

IFRS ATT 12.16

Value of Financial Assets and Financial Liabilities (“EIC 173”),
which clarified that an entity’s own credit risk and the credit
risk of the counterparty should be taken into account when
determining the fair value of financial assets and financial liabilities, including derivative instruments. This Abstract is to be
applied retrospectively, without restatement of prior periods,
to all financial assets and liabilities measured at fair value in
interim and annual financial statements for periods ending after January 20, 2009. The Company adopted this standard as
of January 1, 2009.
IFRS—Non-performance risk is required to be considered
when determining the fair value of a financial asset or liability, which would include an entity’s own credit risk for financial liabilities, including derivatives. Although the guidance in
Canadian GAAP and IFRS are aligned as of January 1, 2009
with regard to the consideration of non-performance risk in
computing the fair value of derivative instruments, the Company adjusted the value of certain instruments for reporting
periods prior to January 1, 2009.
6. Impairments
Assets Held for Sale
Canadian GAAP—Assets held for sale are measured at the
lower of their carrying amount or fair value less costs to sell.
The carrying amount for determining impairment includes cumulative translation adjustments.
IFRS—Assets held for sale are also measured at the lower
of their carrying amount or fair value less costs to sell, but the
carrying value used in the calculation excludes cumulative
translation adjustments. As a result of this change in measurement methodology, the Company calculated a higher impairment for a pre-existing impairment event. There were no
new impairment events identified as a result of adopting IFRS.
Recoverable Amount
Canadian GAAP—A recoverability test is performed by first
comparing the undiscounted expected future cash flows to be
derived from the asset to its carrying amount. If the asset does
not recover its carrying value, an impairment loss is calculated
as the excess of the asset’s carrying amount over its fair value.
IFRS—The impairment loss is calculated as the excess
of the asset’s carrying amount over its recoverable amount,
where recoverable amount is defined as the higher of the asset’s fair value less costs to sell and its value-in-use. Under
the value-in-use calculation, the expected future cash flows
from the asset are discounted to their net present value. As a
result of the change in measurement methodology, the Company recognized additional impairments under IFRS as the
carrying amount of assets held for sale was in excess of their
fair value less cost to sell or value-in-use.
Reversal of Impairment
Canadian GAAP—Reversal of impairment losses is not
permitted.
IFRS—Reversal of impairment losses is required for assets
other than goodwill if certain criteria are met. As a result,
the Company reversed certain impairments recognized under
IFRS reflecting changes in expected cash flows. However,
these reversals were not material.
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7. Income Taxes
Intercompany Transactions
Canadian GAAP—Recognition of a deferred tax asset or liability for a temporary difference arising from intercompany
transactions is prohibited. Such temporary differences may
arise when the tax base of the asset in the buyer’s jurisdiction
differs from the carrying amount of the asset in the consolidated financial statements. Further, cash tax paid or recovered as a result of a transfer of an asset is recorded as a
deferred tax asset or liability in the financial statements and
recognized through tax expense when the asset leaves the
Company or is otherwise utilized.
IFRS—There are no such exceptions under IFRS. Therefore, deferred tax is recognized for temporary differences arising on intercompany transactions measured at the tax rate of
the buyer, and cash tax paid or recovered on intercompany
transactions is recognized in the period incurred. As a result,
the Company reversed certain tax deferrals on intercompany
transactions.
Deferred Tax Assets of an Acquired Company Not
Previously Recognized
Canadian GAAP—Previously unrecognized deferred tax assets of an acquired company are recognized as part of the
cost of the acquisition when such assets are more likely than
not to be realized as a result of a business combination. If an
unrecognized deferred tax asset becomes realizable subsequent to the acquisition date, such benefit is also recognized
through goodwill. The acquirer recognizes deferred tax assets
that become realizable as a result of the acquisition as part
of the cost of the acquisition.
IFRS—Previously unrecognized deferred tax assets of an
acquired company are recognized as part of the cost of the
acquisition if realization is more likely than not as a result of
the business combination. If an unrecognized deferred tax
asset becomes realizable subsequent to the acquisition date,
the tax benefit is recognized in the income statement and a
corresponding amount of goodwill is recognized as an operating expense. The acquirer recognizes deferred tax assets
that become realizable as a result of the acquisition through
earnings. As a result, the Company recognized deferred tax
assets that become realizable as a result of the acquisition in
earnings.
Accounting for Uncertainty in Income Tax Positions
Canadian GAAP—Benefits for uncertain tax positions are
determined by reference to a two step process. First, the
Company determines whether it is more likely than not that
an uncertain tax position will be sustained upon examination. Where the position meets that criterion of likelihood, the
amount of benefit is measured as the largest amount of benefit that is greater than 50% likely of being realized. Where
the criterion of likelihood is not met, no benefit is recognized
for the uncertain tax position. Additionally, under Canadian
GAAP, uncertain tax positions were evaluated based solely on
the technical merits of the positions. Liabilities were recorded
where the technical merits were uncertain and the tax examination was not finalized.
IFRS—The provision for uncertain tax positions is a best
estimate of the amount expected to be paid based on a qualitative assessment of all relevant factors, including the status
of the tax authority examination. Uncertain tax positions were

not evaluated solely on the technical merits of the position.
As a result, the Company reduced its liability for uncertain tax
positions.
Accounting for Uncertainty in Income Taxes in
Business Combinations
Canadian GAAP—Changes to provisions for uncertain tax position relating to pre-acquisition periods are adjusted through
the purchase price allocation, first reducing goodwill and intangible assets associated with the business combination
and, only after exhausting those amounts, reducing income
tax expense.
IFRS—Changes to pre-acquisition provisions for uncertain
tax positions beyond 12 months of the acquisition date are
recorded to the income statement. As a result, the Company
adjusted its tax expense to reflect this difference.
Recognition of Deferred Tax Assets on Tax Deductible
Goodwill in Business Combinations
Canadian GAAP—When the tax base of tax deductible goodwill exceeds its carrying value, no deferred tax asset is recognized in respect of that excess.
IFRS—Deferred tax assets are recognized in respect of all
deductible temporary differences, subject to the usual assessment of recoverability.
Income Tax Effect of Other Reconciling Differences
between Canadian GAAP and IFRS
Differences for income taxes include the effect of recording,
where applicable, the deferred tax effect of other differences
between Canadian GAAP and IFRS.
8. Foreign Currency Translation Adjustment
As noted in the section entitled “IFRS Exemption Options,”
the Company has applied the one-time exemption to set the
foreign currency cumulative translation adjustment (“CTA”) to
zero as of January 1, 2008. The cumulative translation adjustment balance as of January 1, 2008 of $280 million was
recognized as an adjustment to retained earnings. The application of the exemption had no impact on net equity. Additionally, deferred foreign currency gains and losses on loans
repaid that are reclassified into earnings from CTA will differ under IFRS due to the IFRS 1 election to reset the CTA
balance at the Transition Date.
Presentation Reclassifications
1. Reclassification of Software Amortization
and Depreciation
Canadian GAAP—Amortization of external use computer
software is included in cost of sales and amortization of internal use software is included in depreciation.
IFRS—Amortization of all computer software is presented
separately on the face of the income statement.
2. Disclosure of Equity Method Investees
Canadian GAAP—The share of profit or loss from equity
method investees is presented as part of “Other income (expense)” in the income statement.
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IFRS—A separate disclosure on the face of the income
statement is required for the Company’s share of profit or loss
from equity method investees.

6. Discontinued Operations

4. Tax Reclassification

Canadian GAAP—To qualify as a discontinued operation an
entity may not have any significant continuing involvement
in the operations of the entity after the disposal transaction.
Additionally, dispositions of entities are classified as discontinued operations, if certain criteria are met.
IFRS—Continuing involvement with a sold entity does not
preclude presentation as a discontinued operation. Additionally, only disposals of significant operations, such as a segment, meet the IFRS requirements to present the results as
discontinued operations. As a result, one entity that had been
classified as a discontinued operation was reclassified to continuing operations under IFRS.

Interest Expense and Uncertain Tax Positions

Restated Thomson Reuters financial statements

Canadian GAAP—Interest expense payable on tax audit settlements is presented as part of tax expense.
IFRS—Interest expense payable on tax audit settlements
is presented as part of interest expense.

The following are reconciliations of the financial statements
previously presented under Canadian GAAP to the amended
financial statements prepared under IFRS.

3. Gain/Loss on Sale of Business
Canadian GAAP—A gain or loss on disposal of a businesses
or property is not a component of operating profit and is presented in other income and expense.
IFRS—A gain or loss from disposal of business or property
is a component of the operating profit and is included in “Other
operating gains and losses” in the income statement.

Deferred Tax
Canadian GAAP—Deferred taxes are split between current
and non-current components on the basis of either (1) the
underlying asset or liability or (2) the expected reversal of
items not related to an asset or liability.
IFRS—All deferred tax assets and liabilities are classified
as non-current.
5. Non-Controlling Interests
Non-controlling Interest in Consolidated Subsidiary
Canadian GAAP—Non-controlling interests in the equity of a
consolidated affiliate are classified as a separate component
between liabilities and equity in the statement of financial position and as a component of net earnings within the income
statement.
IFRS—Non-controlling interests are classified as a component of equity separate from the equity of the parent and
are not included in net earnings, but rather presented as an
allocation of net earnings.
As part of the adoption of IFRS, the term “minority interest”
has been replaced with “non-controlling interests” in accordance with IAS 1.
Sale of Non-controlling Interest in a Consolidated Subsidiary
Canadian GAAP—In January 2008, the Company sold a noncontrolling interest in a consolidated subsidiary. The gain on
this sale was deferred because the fair value of all related future performance obligations could not be reliably measured.
IFRS—Under IFRS, there is greater flexibility to determine
fair value and allocate consideration to multiple components.
As a result, the gain on sale of the non-controlling interest was
able to be reliably measured. The Company elected to treat
this transaction as though it were with an equity participant.
Accordingly, this gain was recognized in equity.
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Reconciliation of Consolidated Statement of Financial
Position as of January 1, 2008
(Millions of U.S. dollars)

Canadian GAAP Accounts
Assets
Cash and cash equivalents
Accounts receivable, net of allowances
Prepaid expenses and other current assets
Deferred income taxes
Current assets
Computer hardware and other property, net
Computer software, net
Identifiable intangible assets, net
Goodwill
Other non-current assets
Total assets
Liabilities and Shareholders’ Equity
Liabilities
Short-term indebtedness
Accounts payable and accruals
Deferred revenue

Canadian
GAAP
Balance

IFRS
Adjustments

IFRS
Reclassifications

IFRS
Balance

7,497
1,565
—
512
104
9,678
731
721
3,438
6,935
—
1,328
—
22,831

—
1
—
(1)
—
—
—
—
—
—
—
(260)
—
(260)

—
15
70
(85)
(104)
(104)
—
—
2
4
511
(580)
74
(93)

7,497
1,581
70
426
—
9,574
731
721
3,440
6,939
511
488
74
22,478

IFRS Accounts
Assets
Cash and cash equivalents
Trade and other receivables
Other financial assets
Prepaid expenses and other current assets
Current assets
Computer hardware and other property, net
Computer software, net
Other identifiable intangible assets, net
Goodwill
Other financial assets
Other non-current assets
Deferred tax
Total assets

183
1,536
1,108
—

—
—
(4)
—

412
(31)
1
29

595
1,505
1,105
29

Liabilities and Equity
Liabilities
Current indebtedness
Payables, accruals and provisions
Deferred revenue
Other financial liabilities

Current portion of long-term debt and
finance lease obligations
Current liabilities
Long-term debt and finance lease obligation
Other non-current liabilities
Deferred income taxes
Total liabilities

412
3,239
4,264
783
974
9,260

—
(4)
(3)
68
(63)
(2)

(412)
(1)
(37)
—
(55)
(93)

—
3,234
4,224
851
856
9,165

Current liabilities
Long-term indebtedness
Provisions and other non-current liabilities
Deferred tax
Total liabilities

Shareholders’ Equity
Capital
Retained earnings
Accumulated other comprehensive income
Total shareholders’ equity
Total liabilities and shareholders’ equity

2,932
10,355
284
13,571
22,831

(96)
121
(283)
(258)
(260)

—
—
—
—
(93)

2,836
10,476
1
13,313
22,478

Equity
Capital
Retained earnings
Accumulated other comprehensive income
Total shareholders’ equity
Total liabilities and equity
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Reconciliation of Consolidated Income Statement for the
Year Ended December 31, 2008
(Millions of U.S. dollars)

Canadian GAAP Accounts
Revenues
Cost of sales, selling, marketing
general and administrative expenses
Depreciation
Amortization
Impairment of assets held for sale
Operating profit
Net interest expense and other
financing costs
Net other income
Tradeweb ownership interests, net of
tax
Income taxes
Earnings from continuing operations
Earnings from discontinued
operations, net of tax
Net earnings
Dividends declared on preference
shares
Earnings attributable to Thomson
Reuters Corporation common
shares(1)

Earnings per share
Basic earnings per share:
From continuing operations
From discontinued operations
Basic earnings per share
Diluted earnings per share:
From continuing operations
From discontinued operations
Diluted earnings per share
(1)

Canadian
GAAP
Balance
11,707

IFRS
Adjustments
(10)

IFRS
Reclassifications
10

IFRS
Balance
11,707

(8,700)
(831)
—
(411)
(72)
—
1,693

(51)
(2)
(3)
(14)
(14)
—
(94)

51
419
(479)
—
—
68
69

(8,700)
(414)
(482)
(425)
(86)
68
1,668

Operating expenses
Depreciation
Amortization of computer software
Amortization of other intangible assets
Impairment of assets held for sale
Other operating gains
Operating profit
Finance costs, net:

(224)
304
1,773

—
(4)
(98)

—
(69)
—

(224)
231
1,675

Net interest expense
Other finance income
Income before tax and equity method investees

(17)
(351)
1,405

—
1
(97)

12
—
12

(5)
(350)
1,320

Share of post tax loss in equity method investees
Tax expense
Earnings from continuing operations

—
1,405

(1)
(98)

2
14

1
1,321

Loss from discontinued operations, net of tax
Net earnings

1,307
14

Earnings attributable to:
Common shareholders(1)
Non-controlling interests

IFRS Accounts
Revenues

(5)

1,400

$1.82
—
$1.82

$1.69
—
$1.69

$1.81
—
$1.81

$1.68
—
$1.68

On September 10, 2009, all Thomson Reuters PLC ordinary shares were exchanged for an equivalent number of common shares of the
Company in connection with unification of the DLC structure. See notes 1 and 25 for additional information.
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Reconciliation of Consolidated Statement of Comprehensive
Income for the Year Ended December 31, 2008
(Millions of U.S. dollars)

Canadian GAAP Accounts
Net earnings
Other comprehensive loss:
Unrecognized net gain on cash flow
hedges
Foreign currency translation
adjustments
Net gain reclassified to income
statement

Canadian
GAAP
Balance
1,405

IFRS
Adjustments
(98)

IFRS
Reclassifications
14

IFRS
Balance
1,321

4

16

—

20

(2,103)

(40)

—

(2,143)

(163)

17

—

(146)

—
(2,262)
(857)

(389)
(396)
(494)

—
—
14

(389)
(2,658)
(1,337)

Other comprehensive loss
Comprehensive loss

IFRS Accounts
Net earnings
Other comprehensive loss:
Unrecognized net gain on cash flow hedges

(1,351)
14
(1)

Foreign currency translation adjustments to equity
Foreign currency translation adjustments to earnings
Actuarial losses on defined benefit pension plans, net of
tax of ($177)
Other comprehensive loss
Total comprehensive loss
Comprehensive loss for the period attributable to:
Common shareholders(1)
Non-controlling interests

On September 10, 2009, all Thomson Reuters PLC ordinary shares were exchanged for an equivalent number of common shares of the Company in connection
with unification of the DLC structure. See notes 1 and 25 for additional information.

Reconciliation of Consolidated Statement of Financial
Position as of December 31, 2008
(Millions of U.S. dollars)

Canadian GAAP Accounts
Assets
Cash and cash equivalents
Accounts receivable, net of allowances
Prepaid expenses and other current assets
Deferred income taxes
Current assets
Computer hardware and other property, net
Computer software, net
Identifiable intangible assets, net
Goodwill
Other non-current assets
Total assets
Liabilities and Shareholders’ Equity
Liabilities
Short-term indebtedness
Accounts payable and accruals
Deferred revenue
Current portion of long-term debt and finance
lease obligations
Current liabilities
Long-term debt and finance lease obligations
Other non-current liabilities
Deferred income taxes
Minority interest in equity of consolidated affiliate
Shareholders’ Equity
Capital
Retained earnings
Accumulated other comprehensive loss
Total shareholders’ equity

Total liabilities and shareholders’ equity

Canadian
GAAP
Balance

IFRS
Adjustments

IFRS
Reclassifications

IFRS
Balance

841
1,780
—
952
100
3,673
1,555
1,298
8,596
19,348
—
1,550
—
36,020

—
10
—
20
—
30
—
1
(24)
(1,024)
—
(368)
—
(1,385)

—
28
261
(206)
(100)
(17)
1
—
130
—
286
(555)
109
(46)

841
1,818
261
766
—
3,686
1,556
1,299
8,702
18,324
286
627
109
34,589

13
2,710
1,196
—

—
(2)
(3)
—

675
(4)
—
60

688
2,704
1,193
60

672
4,591
6,834
1,723
—
2,674

3
(2)
(4)
297
—
34

(675)
56
(47)
(222)
222
(55)

72

—

(72)

—
4,645
6,783
1,798
222
2,653
16,101
—

11,135
10,969
(1,978)
20,126
—
20,126
36,020

(1,101)
(319)
(290)
(1,710)
—
(1,710)
(1,385)

—
—
—
—
72
72
(46)

10,034
10,650
(2,268)
18,416
72
18,488
34,589

IFRS Accounts
Assets
Cash and cash equivalents
Trade and other receivables
Other financial assets
Prepaid expenses and other current assets
Current assets
Computer hardware and other property, net
Computer software, net
Other identifiable intangible assets, net
Goodwill
Other financial assets
Other non-current assets
Deferred tax
Total assets
Liabilities and Equity
Liabilities
Current indebtedness
Payables, accruals and provisions
Deferred revenue
Other financial liabilities

Current liabilities
Long-term indebtedness
Provisions and other non-current liabilities
Other financial liabilities
Deferred tax
Total liabilities
Equity
Capital
Retained earnings
Accumulated other comprehensive loss
Total shareholders’ equity
Non-controlling interests
Total equity
Total liabilities and equity
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Transition From U.S. GAAP to IFRSs —IFRS 1
Exemptions Elected
12.17

Partner Ccomunications Co Ltd (Dec 2009)
NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (in part)
Note 2. Significant Accounting Policies (in part)
Basis of measurement: (in part)
The financial statements have been prepared on the basis of
historical cost convention except for the following assets and
liabilities:
(d) Until December 31, 2003 the Israeli economy was considered hyperinflational according to IFRS. Therefore upon
the transition to IFRS the value of non-monetary assets, licenses and equity items that were measured on the basis of historical cost under US GAAP have been adjusted
for changes in the general purchasing power of the Israeli
currency—NIS, based upon changes in the Israeli Consumer
Price Index (“CPI”) until December 31, 2003, see note 25.

Note 25. Transition From US GAAP to IFRS:
An explanation of how the transition from US GAAP to IFRS
has affected the Company’s financial position and financial
performance is set out in the following tables and the notes
that accompany the tables.
Exemptions from full retrospective application elected by
the Company:
(1) Fair value as deemed cost exemption
The Company has elected to measure property and equipment at fair value as at January 1, 2008. See A Below.
(2) Business combinations exemption
The Company has applied the business combinations exemption in IFRS 1. It has not restated business combinations that
took place prior to the January 1, 2008 transition date.
The following adjustments relate to the effect of the transition to reporting under IFRS, as issued by the International
Accounting Standards Board, as do the explanations with respect to these adjustments and with respect to the exemptions
that the Company has elected to apply upon the transition to
the IFRS. The adjustments are presented as follows:
1) Adjustments to the consolidated statements of financial
position as of December 31, 2008 and January 1, 2008.
2) Adjustments to the consolidated statements of income
for the year ended December 31, 2008.
3) Adjustments to certain equity items as of December 31,
2008, and January 1, 2008.
4) Explanations with respect to the above adjustments, together with a description of the exemptions adopted by
the Company under IFRS 1 during the course of the
transition to the IFRS.

Consolidated statement of financial position:

Reported Under
US GAAP
Note
Current Assets
Cash and cash equivalents
Trade receivables
Other receivables
Inventories
Derivative financial instruments
Deferred income taxes
No Current Assets
Trade Receivables
Funds in respect of employee rights upon retirement
Property and equipment
Licenses and other intangible assets
Deferred income taxes
Total assets

IFRS ATT 12.17

E
E
F

C
A, H
B, H, I
F

148
1,121
73
133

As of January 1, 2008
Effect of Transition
to IFRS
New Israeli Shekels in Millions

(23)

46
1,521

27
(46)
(42)

446
89
1,728
1,154
94
3,511
5,032

(89)
(38)
227
(9)
91
49

IFRS

148
1,121
50
133
27
1,479
446
1,690
1,381
85
3,602
5,081
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Consolidated statement of financial position:

Note
Current Liabilities
Current maturities of notes payable and of other liabilities
and current borrowings
Trade payables
Parent group—trade
Other payables
Deferred revenue
Derivative financial instruments
Current income tax liability

E, G

As of January 1, 2008
Reported Under
Effect of Transition
US GAAP
to IFRS
New Israeli Shekels in Millions

28
750
3
323
53

E
G

28
750
3
256
53
19
48
1,157

(67)
19
48

1,157
Non Current Liabilities
Notes payable
Liability for employee rights upon retirement
Dismantling and restoring sites obligation
Other liabilities

I
C
D
D

Total liabilities
Equity
Share capital
Capital surplus
Accumulated deficit
Total equity
Total equity and liabilities

B, J

2,073
132

IFRS

14
2,219
3,376

(17)
(101)
19
(11)
(110)
(110)

2,056
31
19
3
2,109
3,266

2
2,545
(891)
1,656
5,032

(116)
275
159
49

2
2,429
(616)
1,815
5,081

Consolidated statement of financial position:

Reported Under
US GAAP
Note
Current Assets
Cash and cash equivalents
Trade receivables
Other receivables
Inventories
Derivative financial instruments
Deferred income taxes
Non Current Assets
Trade Receivables
Funds in respect of employee rights upon retirement
Property and equipment
Licenses and other intangible assets
Deferred income taxes
Total assets

E
E
F

C
A, D, H
B, H, I
F

184
1,103
60
125

As of December 31, 2008
Effect of Transition
to IFRS
New Israeli Shekels in Millions

(27)

IFRS

184
1,103
33
125
27

70
1,542

27
(70)
(70)

417
82
1,756
1,061
110

(82)
179
199
(29)

1,935
1,260
81

3,426
4,968

267
197

3,693
5,165

1,472
417
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Consolidated statement of financial position:

Reported Under
US GAAP
Note
Current Liabilities
Current maturities of notes payable and of other liabilities
and current borrowings
Trade payables
Parent group—trade
Other payables
Deferred revenue
Derivative financial instruments
Current income tax liability

E, G

As of December 31, 2008
Effect of Transition
to IFRS
New Israeli Shekels in Millions

568
819
4
295
48

E
G

(49)
7
42

1,734
Non Current Liabilities
Notes payable
Liability for employee rights upon retirement
Dismantling and restoring sites obligation
Other liabilities

I
C
D
D

Total liabilities
Equity
Share capital
Capital surplus
Accumulated deficit
Treasury shares
Total equity
Total equity and liabilities

B, J

1,625
148
22
1,795
3,529
2
2,570
(782)
(351)
1,439
4,968

(12)
(95)
23
(12)
(96)
(96)

(124)
417
293
197

Reported Under
US GAAP
Note
Revenues
Cost of revenues
Gross Profit
Selling and marketing expenses
General and administrative expenses
Other income
Operating profit
Finance income
Finance expenses
Financing costs, net
Profit before income tax

A, B, C
C
K, C
K

Effect of Transition
to IFRS
New Israeli Shekels
In Millions, Except per Share Data
6,302
4,052
(184)
2,250
184
389
(1)
256
28
64
1,605
221

IFRS

568
819
4
246
48
7
42
1,734
1,613
53
23
10
1,699
3,433
2
2,446
(365)
(351)
1,732
5,165

IFRS

6,302
3,868
2,434
388
284
64
1,826

158
1,447

30
214
(158)
195

1,642

396
1,051

48
147

444
1,198

Earnings per share
Basic

6.77

0.94

7.71

Diluted

6.73

0.92

7.65

Income tax expense
Profit for the year

IFRS ATT 12.17

C, D, E, K
A, B, C, D, E
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214
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Consolidated reconciliation of equity:

Note
As of January 1, 2008
Reported under US GAAP
Effect of adjustments, net of tax for:
Options to employees
CPI adjustment—equity
Property and equipment
CPI adjustment—licenses
Software adjustment
Liability for employee rights upon retirement
Derivative financial instruments
Dismantling and restoring sites obligation
As of January 1, 2008 under IFRS
As of December 31, 2008
Reported under US GAAP
Effect of adjustments, net of tax for:
Options to employees
CPI adjustment—equity
Property and equipment
CPI adjustment—licenses
Software adjustment
Liability for employee rights upon retirement
Derivatives
Dismantling and restoring sites obligation
As of December 31, 2008 under IFRS

2
J
B
A
B
B
C
E
D

Before
After
Evaluation
Evaluation
Years
5–10
5–10

10–25
3–15

3–7
7–15
10–15

3–10
7–10
7–25

As a result, the property and equipment balance increased
by NIS 114 million and NIS 299 million as at January 1, 2008
and December 31, 2008 respectively, while the deferred tax
balance deriving from the differences in the measurement of
the property and equipment for tax purposes decreased com-

Treasury
Shares

Total

2,545

(891)

1,656

(251)
135

84
41
32
9
(1)
(6)
1,815

2

2,429

2

2,570

(782)

(259)
135

259
(135)
223
38
30
9
(1)
(6)
(365)

2

At January 1, 2008, the transition date, the Company chose
to state the property and equipment at their fair value and to
determine that value as deemed cost, in accordance with the
exemption of IFRS 1. As part of the deemed cost, the Company made an estimation of the remaining useful life of each
significant component of property and equipment. Depreciation is calculated using the straight-line method for each individual significant component of an item of property and equipment. See also changes in property and equipment in respect
of dismantling and restoring sites obligation in D below. The
deemed cost evaluation included changing of the estimated
useful lives of the property and equipment as follows:

New Israeli Shekels in Millions
Capital Accumulated
Surplus
Deficit

251
(135)
84
41
32
9
(1)
(6)
(616)

J
B
A
B
B
C
E
D

A. Property and equipment

Communications network:
Physical layer and infrastructure
Other communication network
Computers, hardware and software for
information systems
Office furniture and equipment
Optic fibers and related assets

Share
Capital

2,446

(351)

1,439

(351)

223
38
30
9
(1)
(6)
1,732

pared with the presentation of property and equipment for accounting purposes, by approximately NIS 30 million and NIS
76 million at January 1, 2008 and December 31, 2008 respectively. The accumulated deficit has decreased at December
31, 2008 by such net amount. As a result, the depreciation
expenses for the year 2008 have decreased by NIS 188 million. As a result, the income tax expenses increased by NIS
46 million for the year ended December 31, 2008.
B. Inflation adjustment
The value of non-monetary assets and equity items that were
measured on the basis of historical cost under US GAAP have
been adjusted for changes in the general purchasing power of
the Israeli currency—NIS, based upon changes in the Israeli
Consumer Price Index (“CPI”) until December 31, 2003; as
until that date the Israeli economy was considered hyperinflational according to IFRS, as a result:
1. Capital Surplus increased by NIS 135 million at January
1, 2008 and December 31, 2008.
2. License intangible asset increased by NIS 55 million and
NIS 51 million at January 1, 2008 and December 31,
2008 respectively, while the deferred tax balance deriving from the differences in the measurement of the
intangible asset for tax purposes decreased, by approximately NIS 14 million and NIS 13 million at January
1, 2008 and December 31, 2008, respectively. As a result, the cost of revenues increased for the year ended
December 31, 2008 by NIS 4 million, and the income
tax expense for the year ended December 31, 2008 decreased by NIS 1 million.
3. Software intangible asset increased by NIS 43 million
and NIS 38 million at January 1, 2008 and December
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31, 2008 respectively, while the deferred tax balance
deriving from the differences in the measurement of the
intangible asset for tax purposes decreased by approximately NIS 11 million and NIS 10 million at January
1, 2008 and December 31, 2008 respectively. As a result, the cost of revenues increased for the year ended
December 31, 2008 by NIS 4 million, and the income
tax expense for the year ended December 31, 2008 decreased by NIS 1 million.
C. Liability for employee rights upon retirement, net
Under US GAAP, the liability for severance pay for employees rights upon retirement was measured by multiplying the
years of employment by the last monthly salary of the employee (i.e. one monthly salary for each year of employment)
at the end of each reporting period, and the amount funded for
severance pay that has been accumulated for this liability is
measured based on redemption values at the end of each reporting period. In addition, under US GAAP, amounts funded
with severance pay funds were presented as long-term investments. Under IFRS, the liability for employee rights upon
retirement is computed under the provisions of IAS 19 Employee benefits (hereafter—IAS 19). Under the provisions of
IAS 19, the severance pay plan of the Company is considered
a “defined benefit plan” as detailed in IAS 19. Hence, the liability for employee rights upon retirement that arise from the
plan is measured on an actuarial basis and takes into account,
among other things, future salary raises and turnover.
In addition, the amount funded is measured at its fair value.
The said amounts funded comprise “plan assets” as defined in
IAS 19, and hence, were set off from the liability for employee
rights upon retirement for the purpose of statement of financial
position presentation.
As a result, the liability for employee rights upon retirement,
before deduction of the fair value of plan assets, decreased
as of January 1, 2008 and December 31, 2008 by NIS 13
million and NIS 12 million respectively, while the deferred tax
balance decreased by approximately NIS 3 million at January
1, 2008 and December 31, 2008.
As a result, funds in respect of employee rights upon retirement in the amount of NIS 89 million and NIS 82 million
were setoff against the liability for employee’s rights upon
retirement as of January 1, 2008 and December 31, 2008
respectively.
The Company elected as its accounting policy to recognize
actuarial gains (losses) arising from the valuation of the plan,
according to IAS 19, on a current basis to other comprehensive income.
Actuarial losses in the amounts of NIS 13 million, net of tax,
for the year ended December 31, 2008 were charged to other
comprehensive income.
Finance income in the amounts of NIS 11 million for the
year ended December 31, 2008 were charged to statements
of income. Cost of revenues decreased for the year ended
December 31, 2008 by NIS 4 million. The income tax expense
for the year ended December 31, 2008 increased by NIS 4
million.
D. Dismantling and restoring sites obligation
The Company recognizes a liability in respect of dismantling
and restoring sites obligation (“ARO”) associated with the retirement of a tangible long-lived asset in the period in which
it is incurred and becomes determinable, with an offsetting
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increase in the carrying amount of the associated asset. The
cost of the tangible asset, including the initially recognized
ARO, is depreciated such that the cost of the ARO is recognized over the useful life of the asset. Under US GAAP,
the interest rate used for measuring changes in the liability
would be the credit-adjusted, risk-free rate that existed when
the liability, or portion thereof, was initially measured. Under
IFRS, the Company uses a pretax discount rate that reflects
current market assessments of the time value of money and
the risks specific to the liability in accordance with IAS 37.
The application of the exemption of deemed-cost for property
and equipment described in note A above resulted that property and equipment were revalued to their fair values at the
January 1, 2008 transition date.
As a result, the provision for ARO increased by NIS 8 million
and NIS 10 million as of January 1, 2008 and December 31,
2008 respectively, while the deferred tax balance increased
by NIS 2 million as of January 1, 2008 and December 31,
2008.
Under US GAAP, the provisions were presented as part
of other liabilities. Under IFRS, the provisions are presented
separately on the statement of financial position. As a result,
amounts in respect of ARO of NIS 19 million and NIS 23 million
as of January 1, 2008 and December 31, 2008 respectively,
were presented separately.
E. Derivative financial instruments
US GAAP does not require bifurcation of a foreign currency
embedded derivative if payment is denominated in the functional currency of a substantial party to the contract. Under
IFRS, bifurcation is not required also if payments are denominated in any currency that is commonly used to purchase
or sell such items in the economic environment in which the
transaction takes place. Until December 31 2006, Israel was
considered an economy in which the US dollar is “commonly
used.” Accordingly there are some transactions in which foreign currency embedded derivative was bifurcated under US
GAAP but not under IFRS.
The effect of applying IFRS as of January 1, 2008 and December 31, 2008, includes a decrease in current derivative
financial assets in the amount of NIS 1 million with corresponding amount (net of tax) to accumulated deficit. As a
result, the finance expenses for the year ended December
31, 2008 increased by NIS 1 million.
Under US GAAP, derivative financial instruments were presented in the statement of financial position within other receivables and other liabilities. Under IFRS, the derivatives are
financial instruments that are measured at fair value through
profit or loss and therefore are presented separately on the
statement of financial position. As a result, derivative financial assets in the amount of NIS 27 million as at January 1,
2008 and December 31, 2008, were presented separately;
and derivative financial liabilities in the amount of NIS 19 million and NIS 7 million as at January 1, 2008 and December
31, 2008, respectively were presented separately.
F. Deferred taxes
In accordance with US GAAP, deferred taxes were classified
as current assets or current liabilities and non-current assets
or non-current liabilities according to the classification of the
assets or liabilities for which they were related. In accordance
with IFRS, deferred tax assets are classified as non-current
assets or non-current liabilities even if it is anticipated that
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they will be realized in the short-term. As a result, short-term
deferred tax assets as at January 1, 2008 and December
31, 2008 in the amount of NIS 46 million and NIS 70 million, respectively, were reclassified from current assets to noncurrent assets.
The deferred tax asset as presented hereunder has
changed based on the aforementioned changes. The
changes in the deferred taxes were calculated on the basis of
tax rates that are expected to be in effect when the temporary
differences reverse:

Note
Deferred Taxes according to US GAAP
Adjusted from transition to IFRS
Property and equipment
CPI adjustment—licenses
Software adjustment
Liability for employee rights upon retirement
Dismantling and restoring sites obligation
Derivative financial instruments
Deferred taxes according to IFRS
Hereafter are additional differences between US GAAP and
IFRS which relate to presentation:
G. Current income tax liability
Under US GAAP, the income taxes payable has been presented under “other accounts payable.” Pursuant to the provisions of IAS 1R—Presentation of Financial Statements, income taxes payable are presented separately on the statement of financial position. As a result, current income tax liability in the amount of NIS 48 million and NIS 42 million as at
January 1, 2008 and December 31, 2008, respectively was
presented separately.
H. Classification of computer software
Under US GAAP, computer software is classified within property and equipment. Under IFRS, computer software and capitalized software development costs which are not an integral
part of the hardware attributed to them, are treated as intangible assets. As a result, the carrying balance at January 1,
2008 and December 31, 2008 of NIS 153 million and NIS
122 million, respectively, relating to computer software and
to capitalized software development costs, were reclassified
from the property and equipment item to the intangible assets
item.
I. Classification of issuance costs relating to notes payable
Under US GAAP, Issuance costs relating to Notes payable
were recognized as deferred charges. Under IFRS, notes
payable are presented net of the issuance costs. The balance
which was reclassified in the statement of financial position as
of January 1, 2008 and December 31, 2008 is NIS 17 million
and NIS 11 million, respectively.
J. Share based compensation expenses
Under US GAAP, share based compensation expenses were
charged to profit or loss through corresponding increase to
capital reserve. In accordance with IFRS, and on the basis of

A
B
B
C
D
E

New Israeli Shekels in Millions
January 1, 2008
December 31, 2008
140
180
(30)
(14)
(11)
(3)
2
1
85

(76)
(13)
(10)
(3)
2
1
81

the accounting policy applied by the Company, the Company
has reclassified this capital reserve to the accumulated deficit.
As a result, the balance of the capital reserve decreased as
of January 1, 2008 and December 31, 2008 in the amount
of NIS 251 million and NIS 259 million, respectively, against
accumulated deficit.
K. Classification of finance income and expenses
Under US GAAP, financial income and expenses included
interest and exchange differences, and fair value gains and
losses on derivative financial instruments were also presented
in finance income or loss, at their net value, below the “operating income” line item. Under IFRS, the Company presents
interest income on non-current receivables as part of normal
operations in its statement of income under “other income,
net” as part of “operating income.” Financial income and expenses are presented in two different line items—finance income and expenses, below the “operating income” line item.
As a result, finance income from sale of handsets in installments was reclassified from finance income to other income
in the amount of NIS 64 million for the year ended December
31, 2008. Credit card commission expenses were reclassified from finance expenses to general and administrative expenses in the amount of NIS 29 million for the year ended
December 31, 2008.
According to US GAAP, financial income and expenses are
presented net in the income statement. According to IFRS,
financial income is disclosed separately from financial expenses in the income statement and accordingly, the Company separately presented financial expenses and income.
L. Explanation of material adjustments to the statements
of cash flow
1. Interest paid in the amount of NIS 92 million during the
year 2008 that was included in operating cash flows under US GAAP, was classified as financing cash flows
under IFRS.
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2. Under US GAAP, deposits in funds in respect of employee rights upon retirement were recognized as investing cash flows. Under IFRS, these deposits are recognized as operating cash flows. As a result, an amount
of NIS 9 million for the year 2008 was reclassified from
investing activity to operating activity in the statements
of cash flows.
3. Under US GAAP, funds paid or received from settlement
of derivative financial instruments are classified as operating activity. Under IFRS, these amounts are classified under investing activities. As a result, amount of
NIS 1 million, net, received from derivative financial in-
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struments in the year 2008 were classified to investing
activity.
M. Other comprehensive income
Under US GAAP, the Company had no comprehensive income components other than profit. Therefore, no reconciliation has been presented.
N. Reclassifications
Certain comparative figures have been reclassified to conform
to the current period presentation. The change is immaterial.
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Company Name

Accounting Technique Illustration

ABSA Group Limited,
Abu Dhabi Aviation PJSC,
Abu Dhabi National Hotels PJSC,
Acergy S.A.,
AEGON N.V.,
A.G. Barr plc,
Aico Africa Limited (formerly, The Cotton Company
of Zimbabwe Limited),
Alcatel-Lucent,
Alesco Corporation Limited,
Allied Irish Bank plc,
American Beverage Company—Ambev,
Anooraq Resources Corporation,
Aquarius Platinum,
ARM Holdings plc,
ARYZTA AG,
A/S Dampskibsselskabet TORM,
AstraZeneca plc,
Autonomy Corporation plc,
Aviva plc,
Barclays plc,
Barry Callebaut AG,
BBA Aviation plc,
BHP Billiton plc & BHP Billiton Limited,
BP plc,
British Sky Broadcasting Group plc,
BT Group plc,
Cellcom Israel Ltd,
Centum Investment Company Ltd,
Chemical Specialities Ltd,
China Eastern Airlines Corporation Limited,
China Mobile Limited,
China Southern Airlines Company Limited,
China Telecom Corporation Limited,
City Telecom (HK) Ltd,
Clariant Ltd,
Clicks Group Limited,
C.M.T. Medical Technologies Ltd.,
Compagnie Générale de Géophysique-Veritas, S.A.,
Compañia Cerveserias Unidas S.A.,
Cotton Company of Zimbabwe Limited (now, Aico Africa
Limited),
Credicorp Ltd,
Crucell N.V.,
Daimler AG,
Delhaize Brothers and Co “The Lion” (Delhaize Group) SA,
Deutsche Bank Aktiengesellschaft,
Deutsche Telecom AG,
DHT Holdings, Inc (formerly, DHT Maritime, Inc.),
DHT Maritime, Inc. (now, DHT Holdings, Inc),
Eastern Platinum Limited,
Elbit Imaging Ltd.,
Emporiki Bank Romania SA,
Enersis S.A.,
Eni SPA,

1.78, 2.24, 2.107, 3.216, 4.14
1.198, 8.55
3.56
1.81, 2.163, 5.27
1.137, 2.31, 2.164
3.289
10.18
1.69, 2.300, 2.351, 3.132, 3.150, 4.21, 5.28
1.133
1.112, 3.382, 5.26
1.200, 3.106, 6.23, 10.17
2.364, 8.62, 9.22
1.141, 2.350
3.136
2.134
2.188, 3.288
3.24
4.18
1.73, 4.19
1.74, 1.76, 1.136, 2.110, 3.241
1.135, 2.50, 8.64
1.77, 4.20
3.27, 3.199
2.396
2.305
2.186, 3.339
5.29
3.381, 5.32
1.139
2.20
3.342
1.237
3.286
2.106, 5.31
2.302
1.236, 3.240
1.176, 1.202, 2.29
2.111, 5.24
2.112, 2.208, 8.56, 10.16
10.18
3.60
2.30, 3.151
2.365, 7.28
1.134, 2.132
2.17
3.55, 5.38
3.134
3.134
2.303
2.51, 3.303
1.175
11.23
11.24
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Company Name

Accounting Technique Illustration

Flughafen Zürich AG,
Galenica Ltd.,
Gerdau S.A.,
Givaudan SA,
GlaxoSmithKline plc,
Gol Linhas Aéreas Inteligentes S.A.,
Graincorp Limited,
Guangshen Railway Company Limited,
Harmony Gold Mining Co Ltd,
Heatherdale Resources Ltd,
HGL Limited,
Homburg Invest, Inc.,
HSBC Holdings plc,
Huaneng Power International Inc.,
InterContinental Hotels Group plc,
Jinshan Gold Mines, Inc.,
JSC BTA Bank,
JSC Halyk Bank,
Julius Baer Group Ltd,
Koninkluke Philips Electronics NV,
Magyar Telekom plc,
Melrose Resources plc,
Millicom International Cellular S.A.,
Mobile Industries Limited,
Mondi Limited,
National Grid plc,
Nestlé SA,
Noble Biocare Holding AG,
Nokia Corporation,
Northern Dynasty Minerals Ltd,
Novartis AG,
OAO Gazprom,
OTI Energy AG,
Panalpina World Transport (Holding) Ltd,
Pargesa Holding AG,
Partner Ccomunications Co LTD,
PJSC Novorossiysk Commercial Sea Port,
Portugal Telecom, SGPS, S.A.,
Prudential plc,
PSP Swiss Property Ltd,
Randgold Resources Limited,
Repsol YPF, S.A.,
Rio Tinto Limited,
Roche Holding Ltd,
Royal Dutch Shell plc,
Sanofi-Aventis,
SAP AG,
Sappi Limited,
Sasol Limited,
Set Point Group Limited,
Seven Arts Pictures plc,
Siemens Aktiengesellschaft,
Silver Fern Farms Limited,
Straumann Holding AG,
Swiss Life Holding Ltd,
Syngenta AG,
TAM S.A.,
Technicolor (formerly, Thomson),
Telecom Corporation of New Zealand,
Telecom Italia S.p.A.,
Telefonica S.A.,

1.201, 2.304
1.235
2.15, 2.353, 8.61
1.72
5.35
1.131, 2.16, 2.301, 3.137
1.113, 1.222
7.27
3.26, 3.302, 8.58
2.19, 3.133
2.73
3.58, 3.318
4.17
3.343
6.25
8.60
1.71, 1.220
2.23
1.140
2.22
4.22
9.23
1.110, 2.27, 9.24
3.218
2.209
5.25
3.107, 5.36
8.63
8.57
1.132
1.199, 3.105
3.200, 5.34
2.255
3.182
3.108, 3.219, 3.384
12.17
1.79
3.25, 3.135, 5.23
1.111, 2.18
2.133, 8.54
3.57
1.70, 1.143, 1.221, 2.71, 3.285
2.21, 2.187, 8.65
2.256
2.352, 3.138
2.109
2.28
1.142, 2.49, 4.15, 5.33
3.304
3.149
2.25, 2.108, 3.385, 5.30
1.75, 3.217, 7.29
2.206, 3.53, 5.37
3.59
3.152, 3.341
2.306, 3.54
2.72, 3.317
3.287
2.26
1.80
2.185, 4.16
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Company Index

Company Name

Accounting Technique Illustration

Tenaris S.A.,
Thomson (now, Technicolor),
Thomson Reuters Corporation,
Total S.A.,
Tourism Holdings Limited,
UBS AG,
Veolia Environnement,
Vodafone Group plc,
Yanzhou Coal Mining Company Limited,

6.24
3.287
3.340, 12.16
1.174
2.207
8.59
3.61, 3.86, 7.26
3.383
1.138
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All of the pronouncements and standards cited in the narrative portions (not in the survey company illustrations) of this
edition of IFRS Accounting Trends & Techniques are listed in this index. Titles and paragraph locations are included for
ease of use and reference. Note that paragraph references ending with “n” refer to an author’s note following the numbered
paragraph.
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Paragraph
American Institute of Certified Public Accountants (AICPA)

1

Identification and Discussion of Certain Financial Accounting and Reporting Issues
Concerning LIFO Inventories (issues paper)

2.48

FASB Accounting Standards Codification (ASCs)
105-10-05

1.23

105-10-05-1

1.24

205

6.13

205-10-45

1.36

205-10-45-2

1.35

205-10-50-1

1.37, 1.58

205-20-45-1

6.13

205-20-45-3

6.18

205-20-50-2

6.22

210-10

2.155

210-10-05-4

2.10

210-10-45-4

2.64

210-10-45-5

2.296

210-10-50-1
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210-20
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210-20-45-1

8.35
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3.16
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220-10-45-19
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3.237
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Title

Paragraph

225-20-45

3.23

230

5.15

230-10-45
230-10-45-3

Statement of Cash Flows

5.13, 5.15
5.22

230-10-45-15

5.15

230-10-45-24

5.21, 6.22

230-10-45-30

5.21

230-10-50-1

5.20

235

3.52

235-10-05

1.59

235-10-50-3

3.52

250-10
250-10-45

1.37
1.25,
1.29–1.30

250-10-45-1

1.26

250-10-45-2

1.25

250-10-45-5

1.27

250-10-45-7

1.27

250-10-45-8

1.27

250-10-45-17

1.28

250-10-45-18

1.29, 3.126

250-10-45-19

1.29, 3.126

250-10-50
250-10-50-1
260-10
260-10-45

1.63,
1.66–1.68
1.64
3.375
1.61, 3.358,
3.360,
3.364–3.368

260-10-45-2

3.373

260-10-45-3

3.374

260-10-45-5

3.375

260-10-45-7

3.376

260-10-45-11A

3.359

260-10-45-12A

3.360

260-10-45-16

3.361

260-10-45-17

3.362

260-10-45-21

3.363

260-10-45-26

3.364

260-10-45-35

3.365

260-10-45-37

3.365

260-10-50-1

3.379

260-10-50-2

3.380

260-10-55-12

1.123n

IFRS ATT-PRO

P1: ...
ACPA166-PRO-IND

AICPA

AICPA-xml-v3.cls

December 23, 2010

19:53

Pronouncements Index

No.

Title

707

Paragraph

260-10-55-38

3.361

275-10-05-2

1.60

275-10-50

1.66

275-10-50-4

1.66

275-10-50-6

1.66

275-10-55-6

1.66

280

Segment Reporting

7.01,
7.14–7.15,
7.23, 7.25

280-10-50-9

7.15

280-10-50-22

7.23

280-10-50-22(f)

7.24

280-10-50-25(b)

7.25

280-10-55-22(i)

7.24

310

Receivables

8.23

320

Investments—Debt and Equity Securities

8.23

323

Investments—Equity Method and Joint Ventures

323-10

2.147, 2.161,
2.175, 2.184
2.175, 3.215

323-10-15

2.147

323-10-15-3

2.148

323-10-15-4

2.175

323-10-15-6

2.149

323-10-15-8

2.150

323-10-15-9

2.150

323-10-35

3.210

323-10-35-4

2.151,
3.206–3.207

323-10-35-5

2.151, 3.206

323-10-35-6

2.151

323-10-35-19

2.152, 3.207

323-10-35-35

3.208

323-10-35-36

3.200

323-10-35-37

3.200

323-10-45

2.156, 2.181,
3.212

323-10-45-1

2.155

323-10-45-3

2.156, 3.213

323-10-50-3

2.161–2.162,
2.184, 3.215

323-10-50-3(d)

2.162

323-30

2.177

330
330-10

Inventory

2.44, 3.93
3.94, 3.96
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330-10-30-9

Paragraph
2.43

330-10-35

3.94–3.96

330-10-35-1

2.43, 3.93

330-10-35-7

3.94

330-10-35-14

2.44

330-10-50

3.100

330-10-50-1

3.102

330-10-50-2

3.104

340-20
350

2.95
Intangibles—Goodwill and Other

3.123, 3.264,
3.274

350-20-35

3.271

350-20-35-1

3.264

350-20-35-31

6.14

350-20-45-2

3.274

350-20-50-1

6.12n

350-20-50-2

3.284

350-30-17A

2.93

350-30-25-1

2.89

350-30-25-2

2.90

350-30-25-3

2.93

350-30-35

2.92

350-30-35-8

3.124

350-30-35-9

3.124

350-30-50-1

2.103–2.104

350-30-50-2

2.105, 3.131

350-40

2.94

350-50

2.94

360

360-10
360-10-35

Property, Plant, and Equipment

2.125, 2.297,
3.123, 3.125,
3.125n, 3.264,
3.266, 3.274,
6.01
2.60
2.61, 3.126

360-10-35-3

3.125n

360-10-35-4

3.127

360-10-35-17

3.267

360-10-35-18

2.60, 2.62

360-10-35-20

3.268–3.269

360-10-35-21

3.266

360-10-35-22

3.125, 3.268

360-10-35-25

3.265

360-10-35-26

3.270
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Paragraph
3.272

360-10-40

3.296–3.297

360-10-45-5

3.299

360-10-50

2.70, 3.301

360-10-50-1

3.130

360-10-50-2

3.283

405

Liabilities

410

Asset Retirement and Environmental Obligations

8.33
2.281

410-20

2.297

410-20-50

2.297

420-10

2.282, 2.334

420-10-25-1

2.282

420-10-25-3

2.284

420-10-25-4

2.283

420-10-30

2.282

420-10-45-3

2.291

420-10-50-1

2.299, 2.349

450

Contingencies

2.275, 2.297

450-20-05-5

2.278

450-20-25-2

2.276

450-20-50

2.298

450-20-50-5

2.277

450-20-S99

2.297

450-30-25-1

1.123n, 2.280

450-30-50-1

2.290

460

Guarantees

2.249

460-10

2.279

460-10-25-5

2.279

480

Distinguishing Liabilities from Equity

8.33

505-10-50-5

1.61

505-10-50-11

1.62

505-25

8.34

505-30

8.34

505-30-25

8.34

505-30-25-2

8.34

505-50-50-6

3.173

605

Revenue Recognition

3.41, 3.43,
11.09n

605-10-25-1

3.42

605-10-25-4

3.43

605-25
605-25-15-2A

3.47, 3.47n,
11.15–11.16
1.230
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605-25-25-2

11.15, 11.15n

605-25-30-2

3.47

605-35

3.74, 3.79,
3.82

605-35-25

3.76–3.79

605-35-25-5

3.74

605-35-25-8

3.74

605-35-25-12

3.75

605-35-25-13

3.75

605-35-25-45

3.78

605-35-25-90

3.80

605-35-45-3

3.82

605-35-45-4

3.83

605-35-50

3.85

605-35-50-1

3.85

605-45

2.178, 3.48

605-45-50

3.48

605-45-50-4

3.52

710

Compensation—General

3.144

710-10

2.328

710-10-25-2

2.328

712

Compensation—Nonretirement Postemployment Benefits

1.97n, 3.144

715

Compensation—Retirement Benefits

1.97n,
3.144–3.145,
3.148

715-20-50

2.346–2.347

715-30-25-10

2.333

715-30-35-36

2.331

715-30-55-189

2.333

715-60-35-16

2.331

715-60-35-25

2.331

715-60-35-31

2.331

715-60-35-79

2.331

715-60-35-80

2.331

715-60-50

2.348

715-70-35-1

2.329

715-80-35-1

2.332

718

718-10-25

Compensation—Stock Compensation

3.144,
3.167–3.168,
3.176
3.168

718-10-25-6

2.360, 3.168

718-10-30

3.170–3.171

718-10-30-1
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718-10-30-2

3.170

718-10-30-22

3.172

718-10-50

3.181

718-10-55-9

3.172

718-30

2.363

718-40

3.174

718-50

3.174

720-15
740

2.95
Income Taxes

740-10

2.379, 3.323,
3.325
2.387

740-10-05-5

2.380, 2.384

740-10-05-7

2.381

740-10-10-1

2.382

740-10-10-3

2.383

740-10-25-3

2.384–2.385

740-10-25-6

2.386

740-10-25-15

1.123

740-10-25-29

2.384

740-10-30-2

3.324

740-10-30-5

2.384

740-10-45

3.328

740-10-45-4

2.390

740-10-45-5

2.390

740-10-45-6

2.391

740-10-45-11

2.390

740-10-45-13

2.391

740-10-50

3.338

740-10-50-2

2.394

740-10-50-3

2.395

740-10-50-6

2.395

740-10-50-9

3.336

740-10-50-10

3.337

740-10-50-12

3.338

740-10-50-13

3.338

740-10-50-17

1.218

740-20

2.388

805

Business Combinations

2.90, 9.10n,
9.12–9.13,
9.18, 9.21

805-10-15-4

9.12

805-10-25-7

9.20

805-10-35-1

2.92
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805-10-50

Paragraph
9.19–9.20

805-10-50-2

9.19, 9.19n

805-20-25-10

2.89

805-20-30

9.12

805-20-30-1

2.91, 2.93,
9.11

805-20-55-37

2.60, 2.64

808-10-45
810

2.178
Consolidation

810-10-15

1.97–1.98,
2.147
1.97n

810-10-15-8

1.97

810-10-15-10

1.97

810-10-15-14

1.98

810-10-40-3A

1.108n

810-10-40-4

1.101

810-10-40-5

1.101, 1.101n

810-10-45-11

1.102

810-10-45-12

1.99

810-10-45-14

2.177

810-10-45-16

1.100

810-10-50

1.108n

810-10-50-1

1.107

810-10-50-1A

1.108

810-10-50-1A (d)

4.13

810-10-50-1B
815

1.101n, 1.108
Derivatives and Hedging

815-10

2.147

815-15-25-1
820

8.24
Fair Value Measurements and Disclosures

820-10-50
825

8.24, 8.53

2.90
2.297

Financial Instruments

825-10-15-1

8.23, 8.33
8.26

825-10-50

3.239, 8.49,
8.53

825-10-50-8

3.239, 8.49

825-10-50-10

8.50

825-10-50-11

8.50

825-10-50-12

8.50–8.51

825-10-50-16

8.52

825-10-50-19

8.52

830
830-10
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Paragraph

830-10-10-1

10.12

830-10-15-3

1.157

830-10-15-7

1.166

830-10-45

1.158

830-10-45-10

10.13

830-10-45-11

10.11

830-10-45-12

10.11

830-10-45-17

1.164

830-10-45-18

1.160

830-10-55

1.158, 1.163

830-20-30-1

1.159

830-20-30-2

1.159

830-20-35

1.161

830-20-35-1

1.160

830-20-45-1

1.171

830-30-45

1.172

830-30-45-3

1.162–1.163

830-30-45-12

1.162

830-30-45-20

1.172

830-30-50-2

1.173

830-30-50-3

1.173

830-360-35

2.60

835

3.193–3.194

835-20-15-5

3.193

835-20-15-7

2.62

835-20-30-3

3.194

835-20-30-7

3.192

835-20-50

3.198

835-20-50-1

3.198

840

840-10-10-25
840-10-15

Leases

2.125, 2.224,
2.227–2.228,
2.231,
2.233–2.234,
2.236, 2.238,
2.248,
11.13–11.14
2.229
2.225, 2.228

840-10-15-3

2.227

840-10-15-9

2.226

840-10-15-10

2.225

840-10-15-15

2.224

840-10-25

2.229, 2.232,
3.226, 3.228
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840-10-25-1

Paragraph
2.229–2.230,
3.226–3.227

840-10-25-29

2.229

840-10-25-31

2.233

840-10-25-43

2.236–2.237

840-10-25-43(d)

2.238

840-10-50

2.249, 3.237

840-20-25-1

2.235

840-20-25-2

3.228

840-20-35-3

2.234

840-20-50-1

3.235

840-20-50-4

2.253, 3.238

840-30

3.228, 3.239,
11.14

840-30-30

2.232

840-30-35

3.227

840-30-45

2.240, 3.231

840-30-45-3

2.250, 3.230

840-30-45-4

2.241

840-30-50-1

2.250–2.251,
3.236

840-30-50-5

2.252

840-40-50-1

2.254

845-10

1.101

845-10-05-5

1.189

845-10-30-1

1.189

850-10-50-1

1.216–1.217

850-10-50-2

1.208

850-10-50-3

1.219

850-10-50-6

1.214

855

Subsequent Events

855-10-25

1.119
1.120, 1.120n

855-10-25-1A

1.120

855-10-25-3

1.121

855-10-25-4

1.122

855-10-50

1.129

855-10-50-2

1.130

855-10-50-3

1.125

860-20
905
905-10-15-4
905-330
905-330-25
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905-330-30-1

2.197

905-330-35-1

2.197

905-330-50-1

2.205

905-360-25-2

2.198

905-360-30

2.199

905-360-35

2.198

940

Financial Services—Broker and Dealers

946

Financial Services—Investment Companies

1.97
1.97n

970-323

2.178

985-20

2.94
Financial Accounting Standards Board (FASB) Accounting Standards Updates (ASUs)

n/a

n/a

Accounting for Financial Instruments and Revisions to the Accounting for Derivative
Instruments and Hedging Activities, to FASB Accounting Standards
CodificationTM (ASC) (exposure draft)
Revenue Recognition (Topic 605): Revenue from Contracts with Customers
(exposure draft)

8.01n
1.230n

2009-13

Revenue Recognition (Topic 605): Multiple-Deliverable Revenue Arrangements—a
consensus of the FASB Emerging Issues Task Force

3.47n

2009-17

Consolidations (Topic 810): Improvements to Financial Reporting by Enterprises
Involved with Variable Interest Entities

1.96n

Financial Accounting Standards Board (FASB) Statements
131

Disclosures about Segments of an Enterprise and Related Information

144

Accounting for the Impairment or Disposal of Long-Lived Assets

167

Amendments to FASB Interpretation No. 46(R)

n/a

Revenue from Contracts with Customers (exposure draft)

7.01
6.01
1.96n
11.09n

International Accounting Standards (IASs)
1

Presentation of Financial Statements

1.01–1.95,
1.112n, 1.231,
2.01–2.31,
2.45, 2.48,
2.49n–2.50n,
2.63, 2.73n,
2.76, 2.105n–
2.106n,
2.108n, 2.126,
2.134n, 2.154,
2.163n, 2.180,
2.186n,
2.206n–
2.207n, 2.239,
2.247, 2.285,
2.305n, 2.335,
2.337, 2.345,
2.350n,
3.01–3.27,
3.49, 3.53n,
3.87, 3.97,
3.129, 3.149n,
3.175, 3.195,
3.197, 3.211,
3.229, 3.240n,
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3.273, 3.298,
3.302n,
3.304n, 3.311,
3.327, 3.338n,
3.381n,
3.383n,
3.385n,
4.01–4.25,
5.01, 7.18,
8.31, 8.43,
8.47, 9.13n,
10.08, 12.02,
12.09

2

Inventories

7

Statement of Cash Flows

8

Accounting Policies, Changes in Accounting Estimates and Errors

10

Events after the Reporting Period

1.114–1.143

11

Construction Contracts

2.33, 2.260,
3.31,
3.62–3.86,
11.09

12

Income Taxes

14

Segment Reporting

16

Property, Plant and Equipment

1.20, 2.34,
2.52–2.73,
2.114, 2.118,
2.122, 2.130,
2.189, 2.218,
2.244,
3.109–3.138,
3.243,
3.290–3.318,
6.09, 11.07

17

Leases

2.209n,
2.210–2.256,
2.260, 3.86n,
3.109–3.138,
3.219n,
3.220–3.241,
3.292–3.293,
8.05, 11.07,
11.13
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2.114, 2.122,
2.189,
3.87–3.108,
3.189
1.146,
5.01–5.43
1.01–1.95,
1.186, 1.233,
2.04, 2.102,
2.184n, 3.06,
3.25, 3.72,
3.113, 3.120,
5.16, 9.13n,
12.04, 12.06

2.05, 2.260,
2.366–2.396,
3.319–3.343,
9.08
7.01, 7.04,
7.25n
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Paragraph

18

Revenue

19

Employee Benefits

20

Accounting for Government Grants and Disclosure of Government Assistance

21

The Effects of Changes in Foreign Exchange Rates

23

Borrowing Costs

2.69,
3.183–3.200,
5.10, 11.10,
12.07

24

Related Party Disclosures

1.203–1.222,
2.324, 2.337,
2.345, 3.151,
3.180

27

Consolidated and Separate Financial Statements

1.82–1.113,
2.01–2.31,
2.137, 2.139,
2.146, 2.170,
2.173–2.174,
2.179,
3.01–3.27,
8.03, 9.04,
12.07

28

Investments in Associates

29

Financial Reporting in Hyperinflationary Economies

10.01–10.18

31

Interests in Joint Ventures

1.95,
2.165–2.188,
3.201–3.219,
8.03

32

Financial Instruments: Presentation

1.83n, 2.33,
2.74, 2.262,
8.01–8.65

33

Earnings per Share

3.344–3.385

34

Interim Financial Reporting

12.02, 12.15

36

Impairment of Assets

1.226,
3.28–3.61,
3.64, 8.15,
11.09, 11.09n,
11.16
1.210, 2.260,
2.307–2.353,
3.139–3.152,
8.03, 9.08,
12.07
1.177–1.202
1.144–1.176,
5.09, 10.06,
10.10, 10.17n

1.93, 1.95,
2.135–2.164,
2.167, 2.174,
2.179, 3.132n,
3.201–3.219,
8.03

2.86, 2.118,
2.145, 3.189,
3.205, 3.205n,
3.214, 3.222,
3.233,
3.242–2.289,
6.03, 6.06,
6.08, 12.12
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37

Provisions, Contingent Liabilities and Contingent Assets

38

Intangible Assets

39

Financial Instruments: Recognition and Measurement

40

Investment Property

2.53,
2.113–2.134,
2.189, 2.211,
3.109–3.138,
3.290–3.318,
6.02, 6.07

41

Agriculture

1.177, 2.33,
2.37, 2.115,
2.189–2.209,
2.211, 2.223,
3.305–3.318,
6.02

1.229, 2.56,
2.144,
2.257–2.306,
2.345, 2.367n,
3.84, 3.116,
8.15, 11.12,
12.07
1.20,
2.74–2.112,
2.121, 2.189,
2.218,
3.109–3.138,
3.243,
3.290–3.318,
11.21
1.83n,
1.94–1.95,
1.144, 1.167,
1.181, 2.08,
2.33, 2.136,
2.141, 2.145,
2.162n, 2.167,
2.174, 2.262,
3.32, 3.205,
3.242, 6.02,
6.07,
8.01–8.65,
11.08, 12.07

International Accounting Standards Board (IASB) Statements
n/a

Derecognition—Proposed Amendments to IAS 39 and IFRS 7 (exposure draft)

8.01n

n/a

Fair Value Option for Financial Liabilities (exposure draft)

8.01n

n/a

Financial Instruments: Amortised Cost and Impairment (exposure draft)

8.01n

n/a

Improving Disclosures about Financial Instruments (Amendments to IFRS 7
Financial Instruments: Disclosures)

8.35n

n/a

Removal of Fixed Dates for First–time Adopters (proposed amendments to IFRS 1)
(exposure draft)

12.07n

n/a

Revenue from Contracts with Customers (exposure draft)

11.09n

1

Changes in Existing Decommissioning, Restoration and Similar Liabilities

2

Members’ Shares in Co–operative Entities and Similar Instruments

4

Determining Whether an Arrangement Contains a Lease

International Financial Reporting Interpretations Committee (IFRICs)
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2.56, 12.07
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12.07
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7

Applying the Restatement Approach under IAS 29 Financial Reporting in
Hyperinflationary Economies

719

Paragraph
10.05

8

Scope of IFRS 2

2.363n

9

Reassessment of Embedded Derivatives

8.02

10

Interim Financial Reporting and Impairment

8.02

11

IFRS 2—Group and Treasury Share Transactions

12

Service Concession Arrangements

11.01–11.24,
12.07

13

Customer Loyalty Programmes

1.223–1.237,
3.25

14

IAS 19–The Limit on a Defined Benefit Asset, Minimum Funding Requirements
and their Interaction

15

Agreements for the Construction of Real Estate

3.64

16

Hedges of a Net Investment in a Foreign Operation

8.02

17

Distributions of Non–cash Assets to Owners

19

Extinguishing Financial Liabilities with Equity Instruments

2.363n

2.307–2.353

4.01–4.25
8.02n

International Financial Reporting Standards (IFRSs)
1

First–time Adoption of International Financial Reporting Standards

12.01–12.17

2

Share–based Payments

1.210, 2.307,
2.354–2.365,
3.139,
3.153–3.182,
8.03, 8.36,
9.08, 12.07

3

Business Combinations

1.109n,
1.112n,
2.74–2.112,
2.174, 2.356,
2.373, 3.155,
4.05,
9.01–9.24,
12.07–12.08

4

Insurance Contracts

5

Non–current Assets Held for Sale and Discontinued Operations

1.94, 2.05,
2.63, 2.118,
2.139, 2.153,
2.173, 2.286,
3.111, 3.242,
4.05, 5.12,
6.01–6.25,
7.03, 9.08

7

Financial Instruments: Disclosures

2.243, 2.246,
2.262, 3.234,
3.239,
8.01–8.65,
11.21

8

Operating Segments

3.258, 3.276,
6.21,
7.01–7.29

6.02, 8.03,
12.07
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9

Financial Instruments

27

Consolidated and Separate Financial Statements

n/a

EU Implementation of IFRS and the Fair Value Directive: A report for the European
Commission

n/a

Framework for the Preparation and Presentation of Financial Statements

n/a

Group Cash–settled Share–based Payment Transactions—Amendments to IFRS 2,
Share–based Payment

2.363n

n/a

“Memorandum of Understanding” (MoU)

2.367n

n/a

Vesting Conditions and Cancellations—Amendments to IFRS 2, Share–based
Payment

2.363n

1.83n, 8.01n,
8.06n,
8.54–8.55,
11.08n,
11.22n
12.07–12.08

Other IFRS Guidance
12.07n
1.01–1.08,
2.01–2.04,
3.05–3.09,
3.28

Securities and Exchange Commission (SEC) Regulations and Interpretations
Codification of Staff Accounting Bulletins
Topic 5(L), “LIFO Inventory Practices”
Topic 5(Z)(4), “Disposal of Operation With Significant Interest Retained”
Topic 11(F), “LIFO Liquidations”
Topic 11(M), “Miscellaneous Disclosure—Disclosure of the Impact That Recently
Issued Accounting Standards Will Have on the Financial Statements of the
Registrant When Adopted in a Future Period”
Topic 13, “Revenue Recognition”
Topic 14(A), “Share-Based Payment Transactions with Nonemployees”

2.48
6.12
2.48, 3.103

1.65
3.44
3.167, 3.176

Identification and Discussion of Certain Financial Accounting and Reporting Issues
Concerning LIFO Inventories (issues paper)

2.48

Reg. S-K

8.53

Reg. S-X

2.287, 3.329

Rule 3A-01–3A-05
Rule 3A-01(a)

2.09
1.36, 2.09

Rule 3A-02, “Consolidated Financial Statements of the Registrant
and Its Subsidiaries”
Rule 3A-02(a)

2.09
1.36

Rule 5-02

2.390

Rule 5-02-6(c)

2.48

Rule 5-03, “Income Statements,”

3.19, 3.21,
3.23, 3.50,
3.99, 3.196,
3.274

Standing Interpretations Committee (SICs)
10

Government Assistance—No Specific Relation to Operating Activities

12

Consolidation—Special Purpose Entities
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21

Income Taxes—Recovery of Revalued Non-Depreciable Assets

2.366–2.396

29

Service Concession Arrangements: Disclosures

11.01–11.24

31

Revenue—Barter Transactions Involving Advertising Services

32

Intangible Assets—Web Site Costs

3.34
2.88, 2.94

IFRS ATT-PRO

P1: ...
ACPA166-PRO-IND

AICPA

AICPA-xml-v3.cls

December 23, 2010

19:53

722

P1: ...
ACPA166-SUB-IND

AICPA

AICPA-xml-v3.cls

December 23, 2010

19:31

723

SUBJECT INDEX

Note that paragraph references ending with “n” refer to an author’s note following the numbered paragraph.

A
Accounting estimates, 1.66, Table 1–7. See also
Change in accounting estimate
Accounting policies. See also Change in accounting
policy
application of, 1.16–1.17
cash and cash equivalents, 5.20
consolidated financial statements, 1.90
construction contracts, 3.85
defined, 1.14
disclosures, 1.46, 1.59
earnings per share (EPS), 3.84
financial instruments, 8.43
first-time adoption of IFRS, 12.05
foreign exchange rate changes, 1.174
inventories, 3.101
investment property, 2.127
leases, 3.237
revenue recognition, 3.51–3.52
Accounts payable, 8.60
Accounts receivable, 8.56, 8.59, 8.64
Accumulated postretirement benefit obligations
(APBOs), 2.331
Acquirer in a business combination, 9.05
Acquisition method of business combinations
defined, 9.04
financing through issue of cumulative mandatory
convertible preference shares, 9.22
retrospective application, finalization of accounting
for 2008 acquisition, 9.23
revaluation of previously held equity interest, 9.24
Actuarial gains and losses, employee benefits
presentation, 3.146
presentation and disclosure excerpts, 2.351–2.352
recognition and measurement, 2.321, 2.331, 3.143
Adjusting events after the reporting period. See
Events after the reporting period
Advance payments, 2.28
Advances from customers, 2.29
AFS. See Available-for-sale financial assets (AFS)
Agricultural activity. See Agriculture
Agricultural cooperatives, 2.195
Agricultural produce, 2.190–2.191
Agriculture. See also Biological assets
overview, 2.189
disclosure, 2.200–2.205

presentation and disclosure excerpts, 2.206–2.209
recognition and measurement, 2.190–2.199
Aircraft, 2.301
Amortization. See Depreciation (amortization),
Deferred income amortization
APBOs. See Accumulated postretirement benefit
obligations (APBOs)
Asset groups, 3.265
Asset retirement
costs, 2.56, 2.60, 2.297–2.298, 3.127
recognition and measurement, 2.281
Asset threshold, 7.09
Assets
biological, see Biological assets
contingent, see Contingent assets
current, see Current assets
deferred taxes, see Deferred tax assets
defined, 1.06
depreciable, 1.199
financial, see Financial assets
forestry assets, 2.209
gas infrastructure, 2.71
gas infrastructure assets, 12.07
held to maturity (HTM) financial, 8.18, 8.58
identifiable, 2.74
impairment, see Impairment of assets
intangible, see Intangible assets
jointly controlled, 2.165, 2.187
material intangible, 2.99
non-current, see Non-current assets
oil, 12.07
presentation and disclosure excerpts, 3.55
qualifying, 3.193
real estate, 3.303
servicing, 8.08
Associates, 2.135. See also Investments in associates
Audit firms, Table 1–6
Available-for-sale financial assets (AFS), 8.57
Available-for-sale securities, 5.26
Award credits. See Customer loyalty programmes

B
Balance sheet
overview, 2.01–2.03
biological assets, 2.190
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classified, 2.06, 2.10, 2.296
comparative, 1.36
construction contracts, 3.81
contents, 2.05
deferred tax assets/liabilities, 2.390
disclosure requirements, 2.11–2.14
financial instruments, 8.41
first-time adoption of IFRS, 12.05
hyperinflationary economies, 10.08
intangible assets, 2.74–2.76
inventories, 2.45, 3.91
investments in associates, 2.154–2.155
leases, 2.240–2.241
property, plant, and equipment (PPE), 2.63–2.64
related party information, 1.208
share-based payments, 3.175
treasury stock, 2.08
Bank overdrafts repayable on demand, 5.03, 5.13
Banking service commissions, 3.60
Barter transactions, 3.34, 3.54
Basic earnings per share
disclosure, 3.377–3.380
presentation, 3.369–3.370, 3.374
presentation and disclosure excerpts, 3.381–3.385
recognition and measurement, 3.345–3.346, 3.358
Below market rate loans, 1.202
Bill and hold transactions, 3.54
Biological assets. See also Agriculture
defined, 2.190
fair value, 2.191–2.192
fair value less cost to sell, 3.309
government grants and assistance, 2.194
held for sale, no reliable fair value, 2.207
investment property, 2.115
Bonds
adjustment for repurchase, 5.28
convertible bonds, 3.84, 4.21, 8.63
issuance, 5.36
repayment, 5.36
Bonus plans, 2.312
Borrowing agreements, 1.138
Borrowing costs
overview, 3.183
capitalization of, 3.200
disclosure, 3.197–3.198
first-time adoption of IFRS, 12.07
presentation, 3.195–3.196
presentation and disclosure excerpts, 3.199–3.200
recognition and measurement, 3.184–3.194
service concession arrangements, 11.10
Breach of financial covenant, 8.61
Broker traders, 2.50
Broker-dealers, 1.97
Buildings and other structures
cost model, 2.71
investment property, see Investment property
revaluation model, 2.73
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Business combinations. See also Consolidated
financial statements; Separate financial
statements
overview, 2.74–2.76, 9.01–9.04
defined, 9.05
disclosure, 2.96–2.105, 9.14–9.21
events after reporting period, 1.140–1.141
first-time adoption of IFRS, 12.07
intangible assets, see Intangible assets
presentation, 9.13n
presentation and disclosure excerpts, 2.106–2.112,
9.22–9.24
recognition and measurement, 2.77–2.95,
9.05–9.13
tax losses acquired in, 3.340
Business structure, 1.136

C
Capital disclosures, 1.47, 1.75–1.76, 4.10
Capital instruments, 5.26
Capital leases, See also Leases
criteria, 2.229, 2.236–2.237
defined, 2.209n
depreciation, 3.109, 3.123
lessee, 3.236
recognition and measurement, 2.232, 3.227–3.228
service concession arrangements, 11.14
Capital reduction, 4.16
Capital structure
presentation and disclosure excerpts, 2.19–2.25
on statement of financial position, 2.14, 2.21
statistical profiles, Table 2–2
Capitalized borrowing costs. See also Capitalized
interest, Interest
disclosures, 3.198
presentation and disclosure excerpts, 3.200
recognition and measurement, 3.184–3.194
Capitalized costs, PPE, 2.55
Capitalized interest, 5.34
Cash. See also Statement of cash flows
changes due to deconsolidation, 5.34
defined, 5.02, 5.13
disclosures, 5.16
Cash dividends, 4.14
Cash equivalents
defined, 5.02, 5.13–5.14
disclosures, 5.16
Cash flow hedges, 8.22
Cash flow per share, 5.22
Cash flow statement. See Statement of cash flows
Cash flows from operating activities. See also under
Statement of cash flows
direct method of reporting, 5.23
indirect method of reporting, 5.24–5.25
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Cash generating units (CGUs)
defined, 3.244
goodwill, 3.257–3.263, 3.270–3.271, 3.280
impairment losses, 3.257–3.263, 3.278
Cash-settled transactions, 3.166, 3.168
CGUs. See Cash generating units (CGUs)
Change in accounting estimate
comparison to change in accounting principle, 1.29
debentures, 5.28
defined, 1.14
disclosures, 1.54, 1.66–1.67
events after reporting period, 1.138
government grants and assistance, 1.186
intangible assets, 2.102
presentation and disclosure excerpts, 1.79
prospective accounting, 1.28
recognition of, 1.19
Change in accounting policy, See also Change in
accounting principle
customer loyalty programmes, 1.235–1.237
disclosures, 1.51–1.52, 1.65
first-time adoption of IFRS, 12.06
measurement basis, 1.20
post-employment benefits, 3.151
presentation and disclosure excerpts, 1.78
retroactivity, 1.18
revaluation model, 2.72
revaluation of previously held interests, 1.110
when permitted, 1.25
Change in accounting principle, See also Change in
accounting policy
comparison to change in accounting estimate,
1.29
disclosures, 1.63–1.64
exclusions, 1.26
first-time adoption of IFRS, 12.13
retrospective application, 1.27
Change in fair value of nonfinancial assets
overview, 3.305
disclosure, 3.313–3.316
presentation, 3.311–3.312
presentation and disclosure excerpts, 3.317–3.318
recognition and measurement, 3.306–3.310
Change in reporting year, 1.42
Close family members, 1.205, 1.206n
Collaborative arrangements, 2.178
Commitments
categories of, Table 1–8
joint ventures, 2.183–2.184
presentation and disclosure excerpts, 1.81
Common stock, 2.148, 2.162, 4.14
Comparability of financial statements, 1.02, 1.09, 1.42
Completed contract method, 3.80, 3.83
Components of entities, 6.10, 6.12, 7.03
Compound financial instruments, 3.157, 8.30, 12.07
Comprehensive income, 3.98, 4.08

Computer software, 2.94, 2.107, 2.112
Conduit debt securities, 1.120n, 7.14
Consolidated financial statements. See also Separate
financial statements, Proportionate
consolidation
overview, 1.82–1.83
date of statements, 1.89
defined, 1.82
disclosure, 1.103–1.109
EPS, 3.371
presentation and disclosure excerpts,
1.110–1.113
recognition and measurement, 1.84–1.102
special purpose entities, 1.96
when required, 2.09
Construction contracts
overview, 3.62–3.63
combined vs. segmented contracts, 3.65,
3.74–3.75
defined, 3.62
disclosure, 3.84–3.85
income, 5.26
presentation, 3.81–3.83
presentation and disclosure excerpts, 3.86
recognition and measurement, 3.64–3.80
service concession arrangements, 11.09
Construction-in-progress accounts, 3.77
Constructive obligations, 2.307
Contingencies
business combinations, 9.21
categories of, Table 1–8
defined, 2.275
presentation and disclosure excerpts, 1.81
Contingent assets, 1.123, 2.258, 2.305. See also
Provisions, contingent liabilities and contingent
assets
Contingent liabilities. See also Provisions, contingent
liabilities and contingent assets
defined, 2.258
disclosure, 2.305
joint ventures, 2.183–2.184
Contingently issuable shares, 3.353, 3.360
Contract costs
defined, 3.68
recognition and measurement, 3.69–3.70, 3.73
Contract revenue
defined, 3.67
recognition and measurement, 3.69
Contracts. See also Construction contracts; Onerous
contracts
Control, 1.83n, 1.214
Convertible bonds, 3.84, 4.21, 8.63
Convertible preference shares, 2.25, 8.62
Convertible preferred dividends, 3.361
Core deposit intangibles and servicing rights,
2.110
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Corporate joint ventures, 2.175
defined, 2.176
Corridor method
presentation and disclosure excerpts, 2.352, 3.152
recognition and measurement, 2.321, 2.331
Cost basis, impairment losses, 3.268
Cost flow assumptions. See under Inventories
Cost model
for measuring intangible assets, 2.83–2.84
for measuring investment property, 2.118, 2.125,
2.130
for measuring PPE
buildings and other structures, 2.71
comparison to revaluation model, 2.58
declining balance depreciation method at varying
rates, 3.133
depreciation, 3.132
gas infrastructure assets, 2.71
machinery and fixtures, 2.71
straight line depreciation method, 3.132, 3.134
Cost of sales, 3.26, 3.105–3.107
Cost of sales format, 3.97
Cost-plus construction contracts, 3.63, 3.72,
3.76
Cost-recovery method, 3.43
Cost-recovery-first method, 3.73n
Country of incorporation
statistical profiles, Table 1–3
Credit risk, 8.46, 8.53
Cumulative translation adjustments, 1.172, 12.07
Current assets
amounts due from joint venture partners, 2.27
biological assets held for sale, no reliable fair value,
2.207
defined, 2.06
livestock, 2.206
prepaid expenses, 2.26
supplier advances for capital expenditure, 2.27
time deposits, 2.27
Current liabilities
advances from customers, 2.29
defined, 2.06
employee leave entitlements, 2.350
on statement of financial position, 2.30
Current tax expense, 2.370
Current tax payables, 2.396
Current tax receivables, 2.396
Curtailment of employee benefits, 2.353
Customer lists, 2.107
Customer loyalty programmes
overview, 1.223–1.225
disclosure, 1.233–1.234
presentation, 1.231–1.232
presentation and disclosure excerpts, 1.235–1.237
recognition and measurement, 1.226–1.230
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D
Debentures, 2.25, 5.28. See also Bonds
Debt, 1.120n, 7.14, 8.61
Debt components, 2.358
Debt forgiveness, 5.30
Declining balance method, depreciation
(amortization), 3.133
Decommissioning liabilities
depreciation, 3.116
first-time adoption of IFRS, 12.07
provisions, contingent liabilities and contingent
assets, 2.261, 2.303
Deconsolidation, change in cash, 1.108, 5.34
Deferred income, 2.30
Deferred income amortization, 1.200–1.201
Deferred shares, 2.25
Deferred tax assets
defined, 2.386
disclosures, 2.392–2.394
presentation and disclosure excerpts, 2.396
recognition and measurement, 2.374–2.375, 2.384
Deferred tax expense, 3.324
Deferred tax liabilities
disclosures, 2.392, 2.394
presentation and disclosure excerpts, 2.396
recognition and measurement, 2.372, 2.375, 2.384
Defined benefit plans
disclosures, 2.339, 2.343–2.344
first-time adoption of IFRS, 12.07
presentation and disclosure excerpts, 2.351–2.352
recognition and measurement, 2.315–2.316, 3.143,
3.145
Defined contribution benefit plans
defined, 2.313, 2.329
disclosures, 2.338
presentation and disclosure excerpts, 2.351
recognition and measurement, 2.314, 2.325
Depletion, 3.138
Depreciable assets, 1.199
Depreciation (amortization). See also under specific
topics
overview, 3.109
disclosure, 3.128–3.131
methods of, 3.126, Table 3–4
presentation and disclosure excerpts, 3.132–3.138
recognition and measurement, 3.110–3.127
Depreciation expense, 1.201, 3.113
Derecognition
financial assets/liabilities, 8.07–8.13
investment property, 2.123
of non-current assets, 3.290–3.304
Derivatives
characteristics, 8.25
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defined, 8.24
disclosures, 8.53
presentation and disclosure excerpts, 5.29, 8.65
recognition and measurement, 8.26
Development property, 3.58
Diluted earnings per share
disclosure, 3.377–3.380
presentation, 3.369–3.370, 3.374, 3.376
presentation and disclosure excerpts, 3.381–3.385
recognition and measurement, 3.347, 3.349, 3.356,
3.363–3.367
Direct method of reporting cash flows from operating
activities, 5.05, 5.23
Direct response advertising costs, 2.95
Directors, 1.206n
Disclosure. See under specific topics
Discontinued operations. See also under Non-current
assets
cash flows, presentation or disclosure, 6.22
defined, 6.10, 6.12–6.13
divestiture as a result of nationalization process,
6.24
EPS, 3.374
presentation and disclosure excerpts, 6.25
on statement of cash flows, 5.23
statistical profiles, Table 6–2
tax effects, 3.340
tax income/expense, 3.335
Discount rate, 2.233, 2.331, 3.252
Disposal groups, 6.02, 6.06–6.07
Divestiture as a result of nationalization process, 6.24
Dividend revenue, 3.40
Dividends
cash dividends, 4.14
convertible preferred dividends, 3.361
declaration after reporting period, 1.131
declaration on financial statements, 1.77
disclosures, 1.49, 1.61, 4.11
income, 1.48, 3.59–3.60
preference shares (classified as equity), 4.17
restrictions on payments to shareholders by
subsidiaries, 1.111
scrip, 4.20
shares issued in lieu of, 4.17
on statement of cash flows, 5.10, Table 5–2
on statement of changes in equity, 4.07
Dividends paid, 5.35

E
Earnings per share (EPS). See also Basic earnings per
share; Diluted earnings per share
overview, 3.344
continuing operations, 3.383
disclosure, 3.377–3.380

discontinued operations, 3.383
net loss, 3.382
no dilutive potential shares, 3.381
presentation, 3.369–3.376
presentation and disclosure excerpts, 3.381–3.385
recognition and measurement, 3.345–3.368
restatement after reporting period, 1.123
shareowner transaction disclosures, 3.383
stock split, 3.385
Emissions rights, 3.61
Employee benefit plans, consolidation, 1.97n
Employee benefits. See also Post-employment
benefits; Termination benefits
overview, 2.307–2.309, 3.139
corridor approach, actuarial gains and losses, 2.352
curtailments, 2.353
defined, 2.307, 3.139
disclosure, 2.337–2.349, 3.147–3.148
employee leave entitlements, 2.350
health care plan amendments, 2.351
other comprehensive income, actuarial gains and
losses, 2.351
presentation, 2.335–2.336, 3.146
presentation and disclosure excerpts, 2.350–2.353,
3.149–3.152
recognition and measurement, 2.310–2.334,
3.140–3.145
short-term benefits, 3.149
Employee share purchase plans, 3.174
Employee share-based payments, 3.170
Employee stock ownership plans, 3.174
Environmental costs, 2.261, 2.306
Environmental rehabilitation, 2.303
EPS. See Earnings per share (EPS)
Equity, 1.06
Equity components, 2.358
Equity instruments, 8.02n
Equity method
investments in associates, see Investments in
associates
joint ventures, 2.180
Equity structure, 2.19
Equity-settled transactions, 3.159, 3.168
Error correction. See Prior period errors
Events after the reporting period
overview, 1.114
disclosure, 1.126–1.130
presentation, 1.124–1.125
presentation and disclosure excerpts, 1.131–1.143
recognition and measurement, 1.115–1.123
Exceptional items, 3.14n
Exchange rates. See Foreign exchange rates
Exit and disposal activities, 2.282, 2.299, 2.349
Expenditures, 2.82
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Expenses
analysis by function on financial statements, 3.24,
3.26, 3.105–3.107
analysis by nature on financial statements, 3.25,
3.27, 3.108
borrowing costs, 3.184
defined, 1.07, 3.08
disaggregation, 1.221, 3.26
inventories, 3.90
operating lease payments, 2.235
Expenses recognized in profit and loss, Table 3–1
Expropriation, 2.304
Extraordinary items
defined, 3.21
on income statement, 3.21
loss contingencies, 2.289
on statement of comprehensive income, 3.14,
3.14n

F
Fair value
acquisition of foreign operations, 1.156
agricultural produce, 2.191, 2.203
associates, 3.216
biological assets held for sale, 2.191–2.192, 2.203,
2.207
business combinations, 9.06, 9.09
financial assets, 8.14, 8.19
financial instruments, 8.40, 8.45, 8.49, 8.52
first-time adoption of IFRS, 12.07
government grants and assistance, 1.179
intangible assets acquired in business
combinations, 2.79, 2.91
inventories, less cost to sell, 2.50
investments in associates, 2.141
joint ventures, 3.216
nonfinancial assets, see Change in fair value of
nonfinancial assets
revenue received, 3.32
Fair value hedges, 8.22
Fair value less cost to sell (FVLCS)
biological assets, 3.309
disclosure, 3.315
impairment of assets, 3.248–3.249, 3.281
Fair value model, investment property
disclosure, 2.127–2.128
recognition and measurement, 2.118, 2.121–2.122
Fair value through profit or loss (FVTPL)
disclosure, 8.38
presentation and disclosure excerpts, 8.59
recognition and measurement, 8.06, 8.13, 8.15,
8.17, 8.19, 8.26
FIFO (First-in, first-out). See under Inventories
Film costs, 2.108
Finance costs/expenses, 2.209n, 3.195, 3.199
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Finance leases. See also Leases; Operating leases
criteria, 2.214–2.216
defined, 2.209n, 3.220
depreciation, 3.109, 3.123, 3.221
disclosures, 2.243, 3.232
lessee, 2.255–2.256, 3.240
lessor, 2.256, 3.234, 3.241
PPE, change in depreciation rates, 3.137
service concession arrangements, 11.14
Financial assets
accounts receivable, 8.56
accounts receivable from related parties, 8.56
available for sale, 8.57
designated at fair value through profit or loss,
8.59
held for trading, 8.59
held to maturity, 8.58
loans receivable, 8.57
offsetting, 8.32, 8.35
reclassified from held for trading to loans and
receivables, 8.59
service concession arrangements, 11.08,
11.23–11.24
transfers, securitization of receivables, 8.64
Financial instruments
overview, 8.01–8.04
classes, defined, 8.37
classification, 8.06n, 8.28, 8.33
compound, 8.63
defined, 8.01
disclosure, 8.36–8.53
early adoption of IFRS 9, 8.54–8.55
presentation, 8.28–8.35
presentation and disclosure excerpts, 8.54–8.65
previous recognition, first-time adoption of IFRS,
12.07
recognition and measurement, 8.05–8.27
types of, Table 8–1
Financial liabilities
accounts payable, 8.60
amortized cost, 8.15
breach of financial covenant, 8.61
defined, 8.29
designated at fair value through profit or loss, 8.59
held for trading, 8.59
long-term debt carried at amortized cost, 8.61
notes payable, 8.60
offsetting, 8.32, 8.35
put options classified as liabilities, 8.61
reclassified from held for trading to loans and
receivables, 8.59
redeemable perpetual bonds, 8.61
short-term debt carried at amortized cost, 8.61
warrant liabilities, 8.60
Financial statements. See also specific statements
change in presentation, 1.73
comprehensive disclosures, 1.69
disclosure, 1.39–1.68
general information, 1.70
inflation adjustments, 10.18
presentation, 1.31–1.38
presentation and disclosure excerpts, 1.69–1.81
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recognition and measurement, 1.06–1.30
shareholders’ approval after reporting period, 1.135
Financing activities. See under Statement of cash
flows
First-in, first-out (FIFO). See under Inventories
First-time adoption of IFRS
overview, 12.01–12.04
disclosure, 12.11–12.15
elimination of the price-level adjustment on
transition to IFRSs, 10.16
presentation, 12.09–12.10
presentation and disclosure excerpts, 12.16–12.17
recognition and measurement, 12.05–12.08
service concession arrangements, 11.23–11.24
transition from Canadian GAAP to IFRSs, 12.16
transition from U.S. GAAP to IFRSs, 12.17
Fiscal year end, 1.99, Table 1–5
Fixed-price construction contracts, 3.63, 3.71,
3.76
Flight equipment, 2.72
Foreign currency, 5.09, 10.09
Foreign exchange rates, changes in
overview, 1.144–1.146
depreciation (amortization), 1.163
disclosure, 1.167–1.173
disclosures with convenience translation, 1.176
events after reporting period, 1.143
presentation and disclosure excerpts, 1.174–1.176
presentation currency different from functional
currency, 1.175
recognition and measurement, 1.147–1.166
Foreign operations
defined, 1.145, 10.09
foreign exchange rate changes, 1.154
on statement of cash flows, 5.09
Foreign operations in a hyperinflationary economy,
1.155, 10.17
Forestry assets, 2.209
Functional currency
defined, 1.145, 1.158, 10.02, 10.06
foreign exchange rate changes
disclosure, 1.169
recognition and measurement, 1.147–1.148,
1.152, 1.157–1.162, 1.164
hyperinflationary economies, see Hyperinflationary
economies
Future operating losses, 2.271
FVLCS. See Fair value less cost to sell (FVLCS)
FVTPL. See Fair value through profit or loss (FVTPL)

G
Gains
actuarial, see Actuarial gains and losses

derecognition of non-current assets, see under
Non-current assets
gain contingencies, 1.123, 2.280, 2.290
General purpose financial statements, 4.03
Going concern assessment, 1.12, 1.57
Goodwill. See also Intangible assets
acquisition of foreign operations, 1.156
CGUs, 3.257–3.263, 3.270–3.271, 3.280
defined, 2.75
disposal groups classified as held for sale, 6.12n
impairment, 3.121, 3.246, 3.270, 3.274, 3.284,
3.287
indefinite life intangibles, 2.98
investments in associates, 2.140
negative goodwill, 9.10
presentation and disclosure excerpts, 2.106
recognition and measurement, 2.373
statistical profiles, Table 2–5
Government entities, consolidation, 1.97n
Government grants and assistance
overview, 1.177–1.178
biological assets, 2.194
definitions, 1.178
disclosure, 1.195–1.197
initial recognition at nominal amount, 1.198
presentation, 1.190–1.194
presentation and disclosure excerpts, 1.198–1.202
recognition and measurement, 1.179–1.189
Gross amount due from/to customers, 3.81

H
Health care plan amendments, 2.351
Hedging
contracts, sale revenues, 3.57
derivatives, 5.29
equity component, 8.63
financial instruments, 8.44, 8.53, 8.65
recognition and measurement, 8.22
Held for sale, 6.04, See also Non-current assets
Held for trading, 8.59
Held to maturity (HTM) financial assets, 8.18, 8.58
Hotel operations, 3.56
HTM. See Held to maturity (HTM) financial assets
Hyperinflation, 4.16
Hyperinflationary economies
characteristics, 10.04
functional currencies, 1.165
reporting in
overview, 10.01–10.04
disclosure, 10.14–10.15
presentation and disclosure excerpts,
10.16–10.18
recognition and measurement, 10.05–10.13
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I
Identifiable assets, 2.74
IFRS hierarchy, 1.15n
Impairment losses
assets held for sale, 6.08
CGUs, 3.257–3.263, 3.270–3.271
disposal groups held for sale, 6.08, 6.14
indefinite life intangibles, 2.98
investment property, 2.124
leased assets, 3.222, 3.233
PPE, 5.27
reversals, testing for, 3.256
testing for, 3.253
Impairment of assets
overview, 3.242–3.244
disclosure, 3.275–3.284
first-time adoption of IFRS, 12.12
presentation, 3.273–3.274
presentation and disclosure excerpts, 3.285–3.289
recognition and measurement, 3.245–3.272
testing for, 6.03
Impracticable application of a requirement, 1.14
Imputed rate of interest, 3.32
Income, 1.07, 1.221, 3.28
Income statement
comparative, 1.36
cost of revenues, 3.99
cost of sales, 3.99
employee benefits, 3.147
EPS, 3.373
extraordinary items, 3.21
first-time adoption of IFRS, 12.09
format, 3.19
goodwill impairment, 3.274
investments in associates, 2.156
revenues, presentation, 3.50
and statement of comprehensive income, 3.25
Income tax expense, 3.330, 3.336
Income taxes
overview, 2.366–2.367, 3.319
defined, 2.380
disclosure, 2.392–2.395, 3.330–3.338
presentation, 2.389–2.391, 3.326–3.329
presentation and disclosure excerpts, 2.396,
3.339–3.343
recognition and measurement, 2.368–2.388,
3.320–3.325
on statement of cash flows, Table 5–2
on statement of comprehensive income, 3.18
tax expense reconciliation disclosure, 3.342
tax rate changes, 3.339
tax rate reconciliation disclosure, 3.343
Incremental approach, 2.358
Indefinite life intangibles, 2.98
Indirect method of reporting cash flows from
operating activities, 5.05, 5.24–5.25
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Industry classification, Table 1–2
Installment method, 3.43
Institute of Chartered Accountants (England and
Wales), 12.07n
In-substance common stock, 2.148
Insurance, 2.301
Insurance contracts, 12.07
Intangible assets. See also Goodwill; Research and
development (R&D) costs
overview, 2.74–2.76
classes of, Table 2–5
defined, 2.74, 2.89
depreciation (amortization)
overview, 3.109
disclosure, 2.104–2.105, 3.131
presentation and disclosure excerpts, 3.136
recognition and measurement, 3.117–3.119,
3.124
disclosure, 2.96–2.105
first-time adoption of IFRS, 12.07
gains/losses on sale, 3.304
impairment, 3.121, 3.246, 3.287
impairment losses, 5.27
presentation and disclosure excerpts,
2.106–2.112
recognition and measurement, 2.77–2.95
service concession arrangements, 11.08,
11.23–11.24
website costs, 2.88
Interest
capitalization of, 2.69, 5.34
income, 3.60
paid, 5.34–5.35
received, 5.34
on statement of cash flows, 5.10, Table 5–2
Interest cost/expense, 2.209n, 3.192
Interest rate swap payments, 5.38
Interest revenue, 3.40
Interest-free loans, 1.202
Interests in joint ventures
overview, 2.165–2.167, 3.201–3.202
disclosure, 2.182–2.184, 3.214–3.215
impairment losses and reversals of impairment
losses, 3.217
impairment of investment in jointly controlled
entities, 3.288
joint ventures included in operating profit, 3.216
presentation, 2.180–2.181, 3.211–3.213
presentation and disclosure excerpts, 2.185–2.188,
3.216–3.219
recognition and measurement, 2.168–2.179,
3.203–3.210
International Financial Reporting Standards (IFRSs).
See First-time adoption of IFRS; IFRS
hierarchy; the preface
Inventories
overview, 2.32, 3.87–3.88

P1: ...
ACPA166-SUB-IND

AICPA

AICPA-xml-v3.cls

December 23, 2010

19:31

731

Subject Index

analysis of expenses by function or nature,
3.105–3.108
average cost, inventory write-down, 3.106
broker trader exemption from IAS 2, 2.50
cost determination, Table 3–3
cost flow assumptions, 2.39, 3.89, 3.107–3.108
defined, 2.32, 2.42, 2.125
disclosure, 2.47–2.48, 3.101–3.104
fair value less cost to sell, 2.50
first-in, first-out (FIFO) inventory cost flow, 2.49,
3.105
last-in, first-out (LIFO) inventory cost flow, 2.43,
2.48, 3.89, 3.103
lower of cost or market rule, 3.93–3.94, 3.102
measurement exemptions, 2.35
presentation, 2.45–2.46, 3.97–3.100
presentation and disclosure excerpts, 2.49–2.51,
3.105–3.108
recognition and measurement, 2.33–2.44,
3.89–3.96
servicing equipment, 2.34
spare parts, 2.34
specific identification, 2.49, 2.51
weighted average inventory cost flow, 2.49
write-downs, 2.44, 3.91, 3.96, 3.100, 3.104–3.108,
5.27
Investing activities, 5.10. See under Statement of
cash flows
Investment companies, 1.97
Investment in businesses, 3.304
Investment income, 5.26
Investment properties held for trading, 2.51
Investment property
overview, 2.113–2.115
alternative measurement models, Table 2–6
carried at cost, 2.132
carried at fair value, 2.133–2.134
change in fair value, 3.308, 3.314, 3.318
defined, 2.113
depreciation, 3.109, 3.115, 3.123
disclosure, 2.127–2.131
first-time adoption of IFRS, 12.07
gains/losses on sale of real estate assets, 3.303
presentation, 2.126
presentation and disclosure excerpts, 2.132–2.134
recognition and measurement, 2.116–2.125
Investments accounted for at fair value, 1.97n
Investments in associates
overview, 2.135–2.136, 3.201–3.202
disclosure, 2.157–2.162, 3.214–3.215
first-time adoption of IFRS, 12.07
income not included in operating profit, 3.219
less than 20% of voting power, 2.163
loss on dilution of, 3.218
more than 50% of voting power, 2.164
other comprehensive income, sharing, 3.219
presentation, 2.153–2.156, 3.211–3.213
presentation and disclosure excerpts, 2.163–2.164,
3.216–3.219
profit or loss, sharing, 3.216

recognition and measurement, 2.137–2.152,
3.203–3.210
related party disclosures, 1.220
significant influence, 2.138, 2.149–2.150, 2.159,
2.163–2.164
Involuntary termination benefits, 2.334

J
Joint ventures, 2.165. See also Interests in joint
ventures
Jointly controlled assets, 2.165, 2.187
Jointly controlled entities
accounting treatment for, Table 2–7
defined, 2.165
equity method, 2.186
first-time adoption of IFRS, 12.07
impairment of investment, 3.288
proportionate consolidation, 2.185
Jointly controlled operations, 2.165, 2.188

K
Key management personnel
compensation
disclosure, 1.210, 2.337
related party disclosures, 1.222, 3.151n
defined, 1.205

L
Land
investment property, see Investment property
revaluation model, 2.73
Last-in, first-out (LIFO). See under Inventories
Leases. See also Finance leases; Operating leases
overview, 2.210–2.212, 3.220
commitments, 2.256
defined, 2.210, 2.224
depreciation, 2.234, 3.122, 3.230
disclosure, 2.242–2.254, 3.232–2.239
events after reporting period, 1.139
first-time adoption of IFRS, 12.07
presentation, 2.239–2.241, 3.229–3.231
presentation and disclosure excerpts, 2.255–2.256,
3.240–3.241
recognition and measurement, 2.213–2.238,
3.221–3.228
service concession arrangements, 11.13–11.14
Liabilities
contingent, see Contingent liabilities
current, see Current liabilities
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decommissioning, see Decommissioning liabilities
deferred taxes, see Deferred tax liabilities
defined, 1.06
financial, see Financial liabilities
non-current, 2.30
non-current held for sale, 6.25
presentation and disclosure excerpts, 8.63
servicing, 8.08
warranty, see Warranty liabilities
Licenses, 2.109
LIFO (Last-in, first-out). See under Inventories
Limited liability companies, 2.147
Liquidity risk, 8.46
Litigation, 2.301
Loans
financial assets reclassified from held for trading
to loans and receivables, 8.59
government grants and assistance, 1.180–1.181,
1.188, 1.202
loans receivable, 8.57
Long-term debt carried at amortized cost, 8.61
Loss contingencies, 2.276, 2.289
Losses. See also Actuarial gains and losses;
Impairment losses
construction contracts, 3.78
derecognition of non-current assets, see under
Non-current assets
investments in associates, 2.152
tax loss carryforwards, 2.395
Lower of cost or market rule, 3.93–3.94, 3.102, See
also Inventories

M
Machinery, fixtures and equipment, 2.71
Maintenance obligations, 11.12. See also Operations
maintenance and expansion
Management compensation
disclosure, 1.210, 2.337
related party disclosures, 1.222, 3.151n
Management disclosures, 1.39, 4.10
Management judgments, Table 1–7
Market, defined, 3.93
Market risk, 8.46, 8.53
Market value, 2.43
Market-related value of plan assets, 2.331
Matching concept, 3.09
Materiality
defined, 1.14
individually material intangible assets, 2.99
leasing arrangements, 2.242, 2.246
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related party transactions, 1.215
uncertainties, 1.41
Measurement. See under specific topics
Merger reserve, 4.19
Mineral rights, 2.64
Minority interests. See also Noncontrolling interests
changes to, on statement of changes in equity,
4.19
preference shares, on statement of financial
position, 2.24
on statement of financial position, 2.23
Monetary items, 1.145, 1.150
Multi-client surveys and development costs, 2.111
Multiemployer benefit plans, 2.323, 2.332
Multiple element arrangements
defined, 2.228, 3.47
presentation and disclosure excerpts, 3.55
recognition and measurement, 3.47
service concession arrangements, 11.15–11.16

N
Negative goodwill, 9.10
Net income (loss), 4.21, 5.21, 5.24
Net investment in foreign operation, 1.145
Net realizable value, 2.40, 3.92–3.93
Non-adjusting events after the reporting period. See
Events after the reporting period
Noncash financing/investing activities, 5.17
Noncontrolling interests. See also Minority interests
acquisitions and disposals, 4.16
consolidated financial statements, 1.91, 1.100
purchase, 5.34
recognition and measurement, 9.07, 9.11
Non-current assets
advance payments, 2.28
defined, 6.02
forestry assets, 2.209
held for sale and discontinued operations
overview, 6.01–6.03
disclosure, 6.19–6.22
presentation, 6.15–6.18
presentation and disclosure excerpts, 6.23–6.25
recognition and measurement,
6.04–6.14
statistical profiles, Table 6–1, Table 6–2
investments in associates, 2.153
losses/gains on derecognition
overview, 3.290
disclosure, 3.300–3.301
presentation, 3.298–3.299
presentation and disclosure excerpts,
3.302–3.304
recognition and measurement, 3.291–3.297
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prepaid expenses, 2.28
purchase, 5.32
sale, 5.32
Non-current liabilities, 2.30
Non-current liabilities held for sale, 6.25
Nonfinancial assets. See Change in fair value
of nonfinancial assets
Nonfinancial liability, 2.262n
Non-monetary adjustments, 1.151, 1.184
Nonreciprocal transfers, 1.189
Notes payable, 8.60
Notes to financial statements
disclosures in, 1.44–1.45
parent company disclosures, 1.112
presentation of related party information, 1.208
share-based payments, 3.175

O
Offsetting
assets and liabilities, 1.38, 3.341, 8.51
financial assets and financial liabilities, 8.32, 8.35
presentation and disclosure excerpts, 1.72
Oil assets, 12.07
Onerous contracts
customer loyalty programmes, 1.229
defined, 2.259
provisions, contingent liabilities and contingent
assets, 2.301
recognition and measurement, 2.271
Operating activities. See under Statement
of cash flows
Operating leases. See also Finance leases; Leases
criteria, 2.236, 2.238
disclosures, 2.245, 3.232
lessee, 2.120, 2.256, 3.235, 3.240
lessor, 2.256, 3.234, 3.238, 3.241
presentation, 2.222
recognition and measurement, 3.223, 3.225–3.226
Operating profit, 5.25
Operating segments
overview, 7.01–7.04
change in reportable segments, 7.27–7.29
defined, 7.03
disclosure, 7.16–7.25
no change in reportable segments, 7.26
number of business segments, Table 7–1
number of geographic segments, Table 7–2
presentation and disclosure excerpts, 7.26–7.29
recognition and measurement, 7.05–7.15
Operations maintenance and expansion, 5.33
Other comprehensive income
defined benefits plans, 2.351

interests in joint ventures, 3.219
PPE, changes in revalued amount, 3.317
presentation, 3.311
tax effects, 3.327, 3.340
Other operating income, 1.200
Ownership interest, 1.92, 1.97

P
Parent company
consolidated financial statements, see
Consolidated financial statements
defined, 1.82
disclosures, 1.103–1.109, 1.112, 4.13
related party information, 1.209
separate financial statements, 1.113
Partnerships, 2.147
Patents, 2.109
PBOs. See Projected benefit obligations (PBOs)
Percentage of completion method
construction contracts, 3.69, 3.79, 3.82
revenue recognition, 3.38
Post-employment benefit plans. See Defined benefit
plans; Defined contribution benefit plans
Post-employment benefits. See also Termination
benefits
accumulated postretirement benefit obligations
(APBOs), 2.331
actuarial gain and loss recognition, 3.150–3.151
asset ceiling effects, 3.151
change in accounting policy, 3.151
corridor method, 3.152
health care plan amendments, 2.351
other long-term benefits, 3.152
recognition and measurement, 2.313, 2.331,
3.142
PPE. See Property, plant and equipment (PPE)
Preference shares
classes, 2.23
convertible classified as equity, 8.62
convertible redeemable preference shares, 2.25
dividends (classified as equity), 4.17
presentation, 2.22
receivable for purchase of convertible preference
shares, 2.25
redeemable, surrender of, 5.37
redeemable classified as liabilities, 8.62
redeemable cumulative option-holding preference
shares, 2.24
repurchase, 4.14
Prepaid expenses, 2.26
on statement of financial position, 2.28
Presentation currency
defined, 1.145, 10.10
foreign exchange rate changes, 1.153, 1.168
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Prior period errors
correction, 1.21, 1.30, 1.80
correction, on statement of changes in equity,
4.22
defined, 1.14
disclosures, 1.55, 1.68
first-time adoption of IFRS, 12.13
retrospective restatement, 1.22
revaluation model, 2.72
Pro forma financial data, 1.125, 9.19
Probable, 2.257, 2.276
Production costs, 2.37
Profit-sharing plans, 2.312
Profits/losses
foreign exchange differences, 1.167
government grants and assistance, 1.182–1.183,
1.196
share-based payments, 3.179
Projected benefit obligations (PBOs), 2.331
Property, plant, and equipment (PPE)
overview, 2.52
agricultural products, 2.198
asset retirement obligation costs, 2.56, 2.60
capitalized costs, 2.55
changes in revalued amount, 3.317
classes of, Table 2–3
cost model for measuring PPE, see under
Cost model
defined, 2.52
depreciation, 3.109–3.110, 3.132–3.135
disclosure, 2.65–2.70
first-time adoption of IFRS, 12.07
gains/losses on sale, 3.302, 3.304
impairment losses, 5.27
impairment losses and reversals, 3.285–3.286
measurement models, Table 2–4
presentation, 2.63–2.64
presentation and disclosure excerpts, 2.71–2.73
recognition and measurement, 2.53–2.62
revaluation model for measuring PPE, see under
Revaluation model
transfer of realized gains from revaluation reserve to
retained earnings, on statement of changes in
equity, 4.19
Proportionate consolidation method, 2.170–2.171,
2.177
Provisions, contingent liabilities and contingent assets
overview, 2.257–2.262
definitions, 2.257–2.259, 2.262n
disclosure, 2.292–2.299
presentation, 2.285–2.291
presentation and disclosure excerpts,
2.300–2.306
recognition and measurement, 2.263–2.284
Public business enterprises, 7.14
Purchase method of business combinations, 9.04
Put options classified as liabilities, 8.61
Puttable financial instruments, 1.48, 8.29
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Q
Qualifying assets, 3.193
Qualitative disclosures, 8.46
Quantitative disclosures, 8.46

R
R&D. See Research and development (R&D) costs
Real estate assets, 3.303
Rebate shares, 5.37
Reclassification adjustments, 1.74, 6.25
Recognition criteria, 2.36
Reconciliation disclosures
biological assets, 2.202
depreciation (amortization), 3.130
employee benefit plans, 2.340
first-time adoption of IFRS, 12.11
goodwill, impairment losses, 3.284
investment property, 2.129
intangible assets, 2.96
leases, 3.239
PPE, 2.66
reportable segments, 7.21
on statement of changes in equity, 4.05
tax income/expense, 3.332, 3.334, 3.338
Recoverability, after impairment, 3.266–3.267
Recoverable amount, 3.242, 3.253
Redeemable perpetual bonds, 8.61
Redeemable preference shares, 2.24, 5.37, 8.62
Regulatory environment, 1.70
Reimbursements, 2.269
Related parties
accounts receivable from, 8.56
characteristics of, 1.204
defined, 1.203n, 1.206, 1.206n
Related party disclosures
overview, 1.203
disaggregation of income, expenses, and various
transactions by category, 1.221
disclosure, 1.209–1.219
management compensation, 1.222, 3.151n
presentation, 1.207–1.208
presentation and disclosure excerpts, 1.220–1.222
recognition and measurement, 1.204–1.206
separate and consolidated financial statements,
1.113
Relevance of financial statements, 1.02
Reliability of financial statements, 1.02
Reportable segments
defined, 7.05
disclosures, 7.17–7.25
recognition and measurement, 7.09–7.12
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Reporting units, 3.270
Research and development (R&D) costs
intangible assets, 2.80, 2.101
presentation and disclosure excerpts, 2.109
recognition as intangible assets, 2.93
Restatements
hyperinflationary economies, financial reports,
10.05, 10.07–10.13
presentation and disclosure excerpts, 1.74
Restructuring programs
defined, 2.259
events after reporting period, 1.142
provisions, contingent liabilities and contingent
assets, 2.302
recognition and measurement, 2.271, 2.282
Retirement plans. See Defined benefit plans; Defined
contribution benefit plans
Retrospective restatement, 1.22, 12.06, 12.08
Revaluation model
for measuring intangible assets
active market trading, 2.83, 2.86, 3.307
amortization amount, 3.119
revalued amount, 2.85
for measuring PPE
change in accounting policy, 2.72
comparison to cost model, 2.58
depreciation, 3.114, 3.135
disclosures, 2.68
error correction, 2.72
flight equipment, 2.72
land and buildings, 2.73
multiple asset classes, 3.135
requirements, 2.59
Revaluation policy, 1.110
Revalued amount
defined, 2.58, 2.85, 3.306
disclosure, 3.313
Revenue
overview, 3.28
defined, 3.07, 3.28
disclosure, 3.51–3.52
presentation, 3.49–3.50
presentation and disclosure excerpts, 3.53–3.61
recognition and measurement, 3.29–3.48
Revenue threshold, 7.09
Right of setoff. See Offsetting
Risk disclosures, 1.60, 8.46
financial instruments, 8.53
Royalty income/revenue, 3.40, 3.59

S
Sale and leaseback transactions, 2.223, 2.247
Sale of business, 1.137

735

Sales of goods
presentation and disclosure excerpts, 3.53, 3.55
recognition and measurement, 3.35
Securities, available for sale, 5.26
Separate financial statements. See also Consolidated
financial statements
overview, 1.82–1.83
defined, 1.83
disclosure, 1.103–1.109
EPS, 3.371
investments in associates, 2.146
presentation and disclosure excerpts, 1.110–1.113
recognition and measurement, 1.84–1.102
when to present, 1.86, 1.102
Service concession arrangements
overview, 11.01–11.04
defined, 11.01
disclosure, 11.19–11.22
first-time adoption of IFRS, 12.07
presentation and disclosure excerpts, 11.23–11.24
recognition and measurement, 11.05–11.18
Service transactions, 3.38–3.39, 3.55
Servicing assets/liabilities, 8.08
Servicing equipment, 2.34
Setoff, legal right of. See Offsetting
Share capital
issuance, 5.35
on statement of financial position, 2.11, 2.19–2.20
Share options. See Stock options
Share-based payments
overview, 2.354–2.356, 3.153–3.155
disclosure, 2.362–2.363, 3.177–3.181
first-time adoption of IFRS, 12.07
phantom shares, 2.365
presentation, 2.361, 3.175–3.176
presentation and disclosure excerpts, 2.364–2.365,
3.182
recognition and measurement, 2.357–2.360,
3.156–3.174
share appreciation rights, 2.364
share-based compensation, 4.18
share-based payment transactions, defined, 2.354,
3.153
stock option plans, 3.182
Shareholders, restricted dividend payments, 1.111
Shareholders’ equity. See Statement of changes
in equity
Shares. See also Earnings per share (EPS);
Preference shares; Stock
cash-settled phantom shares, 2.365
contingently issuable shares, 3.353, 3.360
deferred shares, 2.25
issuance after reporting period, 1.132–1.133, 1.136
issuance in lieu of dividends, 4.17
rebate shares, 5.37
repurchase for cancellation, 5.35
supplier investment shares, 5.37
weighted average ordinary shares, 3.348
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Short-term debt carried at amortized cost, 8.61
Short-term employee benefits, 2.310, 3.149
Short-term employee compensating absences,
2.311
Software. See Computer software
Spare parts, 2.34
Special purpose entities, 1.96
Stable currency, 10.10
Start-up costs, 2.95
Statement of cash flows
overview, 5.01
cash flow reporting methods, Table 5–1
classifications of reported income tax, interest, and
dividend cash flows, Table 5–2
comparative, 1.36
direct method of presentation, 5.23
disclosure, 5.16–5.22
financing activities
bonds, issuance/repayment, 5.36
dividends paid, 5.35
interest paid, 5.35
presentation, 5.07
rebate shares, 5.37
redeemable preference shares, surrender, 5.37
share options, issuance, 5.35
shares repurchased for cancellation, 5.35
supplier investment shares, 5.37
treasury shares, purchase/sale, 5.36
first-time adoption of IFRS, 12.09
government grants and assistance, 1.191
indirect method of presentation, 5.24–5.25
investing activities
cash, changes due to deconsolidation, 5.34
defined, 5.12
interest rate swap payments, change in
presentation, 5.38
interest received, paid, and capitalized, 5.34
noncontrolling interest, purchase, 5.34
non-current assets, purchase/sale, 5.32
operations maintenance/expansion, classification
of investment, 5.33
presentation, 5.06
operating activities
available for sale securities, gains/losses on
disposal, 5.26
bonds, repurchase adjustments, 5.28
capital instruments, gains/losses on redemption,
5.26
construction contract income, adjustments, 5.26
debentures, change in estimates related, 5.28
debt forgiveness, adjustment, 5.30
derivatives, hedging adjustments, 5.29
Hong Kong profits and overseas tax paid,
recovery, 5.31
intangible assets, 5.27
interest rate swap payments, change in
presentation, 5.38
inventories, writedown/reversal of writedowns,
5.27
investment income, adjustments, 5.26
PPE, adjustment for impairment losses, 5.27
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presentation, 5.06
reporting methods, Table 5–1
presentation, 5.02–5.15
presentation and disclosure excerpts, 5.23–5.38
Statement of changes in equity
overview, 4.01–4.03
changes in shareholders’ equity, Table 4–2
components of shareholders’ equity, Table 4–1
contents, 4.04
disclosure, 4.10–4.13
first-time adoption of IFRS, 12.09
presentation, 4.04–4.09
presentation and disclosure excerpts, 4.14–4.22
share-based payments, 3.175
Statement of compliance, 1.11
Statement of comprehensive income
overview, 3.01–3.09
analysis of expenses recognized in profit and loss,
Table 3–1
cost of inventory, 3.97
cost of sales, 3.97
disclosure, 3.22–3.23
employee benefits, 2.342, 3.146–3.147
financial instruments, 8.42
first-time adoption of IFRS, 12.09
format, 3.17
government grants and assistance, 1.192
income taxes, 3.18, 3.326
item included in, 3.10–3.11
items of other comprehensive income, Table 3–2
presentation, 3.10–3.21
presentation and disclosure excerpts, 3.24–3.27
Statement of financial position. See also Balance
sheet; Financial statements
overview, 2.01–2.04
advance payments, 2.27–2.29
capital structure, 2.21, Table 2–2
change in equity structure, 2.19
classified presentation, 2.15–2.16
current assets, 2.26–2.27
current liabilities, 2.29–2.30
debentures, 2.25
deferred revenue, 2.30–2.31
deferred shares, 2.25
disclosure, 2.11–2.14
first-time adoption of IFRS, 12.09
format, Table 2–1
joint venture partners, 2.27
liquidity order presentation, 2.17–2.18, 2.31
minority interest, 2.23
non-current assets, 2.28
non-current liabilities, 2.30
preference shares, 2.22–2.25
prepaid expenses, 2.26, 2.28
presentation, 2.05–2.10
presentation and disclosure excerpts, 2.15–2.31
share capital, 2.19–2.20
time deposits, 2.27
treasury shares, 2.23
Statement of recognized income and expense, 3.23n.
See also Statement of comprehensive income
Statistical profiles of surveyed entities. See Tables
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Stock. See also Shares; Treasury stock
appreciation rights, 2.364
common stock, 2.162, 4.14
disclosures, 1.62
employee stock ownership plans, 3.174
in-substance common stock, 2.148
Stock exchanges, 1.137, Table 1–4
Stock option plans, 3.182
Stock options
authorization after reporting period, 1.131
disclosures, 3.178
exercise, on statement of changes in equity, 4.18
issuance, 5.35
Stock splits, 3.385
Straight line method (depreciation/amortization),
3.120, 3.132, 3.134
Subsidiaries
control of, 1.92–1.93
deconsolidation, 1.101, 1.108
first-time adoption of IFRS, 12.02, 12.07
fiscal year end, 1.99
held for sale assets/liabilities, 6.03n
inclusion in consolidated financial statements,
1.87
related party information, 1.209
Supplier investment shares, 5.37
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Tables
audit firms, Table 1–6
business segments, Table 7–1
capital structure, Table 2–2
cash flows from operating activities
classifications of reported income tax, interest,
and dividends, Table 5–2
reporting methods, Table 5–1
commitments and contingencies, Table 1–8
country of incorporation, Table 1–3
critical accounting estimates, Table 1–7
depreciation (amortization) methods, Table 3–4
discontinued operations, Table 6–2
expenses recognized in profit and loss, Table 3–1
financial instruments by type, Table 8–1
fiscal year end, Table 1–5
geographic segments, Table 7–2
goodwill, Table 2–5
industry classification, Table 1–2
intangible assets, classes of, Table 2–5
inventory cost determination, Table 3–3
investment property, measurement models,
Table 2–6
jointly controlled entities, accounting treatment,
Table 2–7
management judgments, Table 1–7
non-current assets held for sale, Table 6–1
other comprehensive income, Table 3–2
Property, plant, and equipment (PPE)

classes of, Table 2–3
measurement models, Table 2–4
shareholders’ equity
changes in, Table 4–2
components of, Table 4–1
statement of financial position, format, Table 2–1
stock exchange listings, Table 1–4
surveyed entities, general information, Table 1–1
Tax credit carryforwards, 2.395
Tax effects, 1.218
Tax expense/income, 2.370
Tax loss carryforwards, 2.396, 3.341
Tax positions, 2.387
Taxes
current expense, 2.370
current payables, 2.396
current receivables, 2.396
deferred assets, see Deferred tax assets
deferred expense, 3.324
deferred liabilities, see Deferred tax liabilities
income tax expense, 3.330
income taxes, see Income taxes
recovery, 5.31
Tender offers, 1.134
Termination benefits. See also Employee benefits
disclosures, 2.345, 2.349
presentation and disclosure excerpts, 2.353,
3.152
recognition and measurement, 2.283, 2.327,
2.333–2.334, 3.141
Third parties, 1.228
Trademarks, 2.109, 2.112
Training costs/revenues, 2.95
Treasury stock
classes, 2.23
issuance rights, proceeds and costs, 4.15
presentation, 2.08, 8.31, 8.34
purchase, 4.14, 5.36
sale, 5.36
Treasury stock method, 3.365
Turnover, 3.49n
Two-step income statements, 2.291

U
Uncertainties, disclosures about, 1.60
Understandability of financial statements, 1.02
Unincorporated joint ventures, 2.147
Unrecognized subsequent events, 1.130
Unsecured credit facility, 1.133
Unusual items, 3.14n
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V
Value in use (VIU), 3.248, 3.250,
3.281
Variable interest entities (VIEs), 1.96n,
1.98
VIEs. See Variable interest entities (VIEs)
VIU. See Value in use (VIU)

Warranty liabilities
presentation and disclosure excerpts, 8.60
provisions, contingent liabilities and contingent
assets, 2.279, 2.300
recognition and measurement, 2.265
Water rights, 2.112
Website costs, 2.88
Weighted average inventory cost flow, 2.49
Weighted average ordinary shares, 3.348

W
Warrants, 1.136
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Zero-profit method, 3.73n
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