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Framework for the Preparation and Presentation of Financial Statements

90 BN 2R BB HIEARELR

The IASB Framework is a conceptual accounting framework that sets out the concepts that underlie the
preparation and presentation of financia statements for external users. It was approved in 1989. The |ASB
Framework assiststhe | ASB:
1 in the development of future International Accounting Standards and in its review of existing
International Accounting Standards; and

1 in promoting the harmonisation of regulations, accounting standards and procedures relating to the
presentation of financial statements by providing a basis for reducing the number of aternative
accounting treatments permitted by Internationa Accounting Standards.

In addition, the Framework may assist:

1 preparers of financid statements in applying International Accounting Standards and in dealing with

topics that have yet to form the subject of an International Accounting Standard;

1 auditors in forming an opinion as to whether financial statements conform with International

Accounting Standards;

1  users of financial statements in interpreting the information contained in financial statements prepared

in conformity with International Accounting Standards; and

1 those who are interested in the work of IASB, providing them with information about its approach to the

formulation of accounting standards.

The Framework is not an Internationa Accounting Standard and does not define standards for any particular
measurement or disclosure issue.

In a limited number of cases there may be a conflict between the Framework and a requirement within an
International Accounting Standard. In those cases where there is a conflict, the requirements of the International
Accounting Standard prevail over those of the Framework.
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IAS 1: Presentation of Financial Statements

IAS 1: Presentation of Financial Statements supersedes:
IAS 1, Disclosure of Accounting Policies;
IAS 5, Information to be Disclosed in Financial Statements; and
IAS 13, Presentation of Current Assets and Current Liabilities.
IAS 1 (revised 1997) was approved by the IASC Board in July 1997 and became effective for financial
statements covering periods beginning on or after 1 July 1998.
In May 1999, IAS 10: Events After the Balance Sheet Date, amended paragraphs 63(c), 64, 65(a) and
74(c). The amended text become effective for annua financid statements covering periods beginning on or after 1
January 2000.
The following SIC Interpretations relateto IAS 1:
SIC 8: First-Time Application of IASs asthe Primary Basis of Accounting; and



SIC 18: Consistency - Alternative Methods.
Summary of IAS 1

IAS 1 defines overall considerations for financial statements:
Fair presentation
Accounting policies
Going concern
Accrual basis of accounting
Consistency of presentation
Materiality and aggregation
Offsetting
Comparative information
Four basic financial statements: IAS 1 prescribes the minimum structure and content, including certain
information required on the face of the financial statements:
Balance sheet (current/noncurrent distinction is not required)
Income statement (operating/nonoperating separation is required)
Cash flow statement (IAS 7: Cash Flow Statements sets out the details)
Statement showing changes in equity. Various formats are allowed:

o The statement shows:

§ (a) each item of income and expense, gain or loss, which, as required by other

IASC Standards, is recognised directly in equity, and the total of these items (examples include
property revaluations (IAS 16: Property, Plant and Equipment), certain foreign currency translation
gains and losses (IAS 21: The Effects of Changesin Foreign Exchange Rates), and changes in fair

values of financial instruments (IAS 39: Financia Instruments: Recognition and Measurement)); and

§ (b) net profit or loss for the period, but no total of (a) and (b). Owners'
investments and withdrawals of capital and other movements in retained
earnings and equity capital are shown in the notes.

o0 Same as above, but with a total of (a) and (b) (sometimes called "comprehensive income").
Again, owners' investments and withdrawals of capital and other movements in retained
earnings and equity capital are shown in the notes.

§ The statement shows both the recognised gains and losses that are not reported
in the income statement and owners' investments and withdrawals of capital and
other movements in retained earnings and equity capital. An example of this
would be the traditional multicolumn statement of changes in shareholders'
equity.

Other matters addressed:
Notes to financial statements
Requires certain information on the face of financial statements
Income statement must show:
--revenue
--results of operating activities
--finance costs
--income from associates and joint ventures
--taxes
--profit or loss from ordinary activities



--extraordinary items

--minority interest

--net profit or loss

Offsetting (netting)

Summary of accounting policies

lllustrative Financial Statements

Disclosure of compliance with IAS

Limited "true and fair override" if compliance is misleading
Requires compliance with Interpretations

Definitions of current and noncurrent
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IAS 2: Inventories

IAS 2, Inventories, became effective for financial statements covering periods beginning on or after 1
January 1995.

In May 1999, IAS 10: Events After the Baance Sheet Date, amended paragraph 28. The amended text
became effective for annual financial statements covering periods beginning on or after 1 January 2000.

In December 2000, IAS 41: Agriculture, amended paragraph 1 and inserted paragraph 16A. The amended
text is effective for annual financial statements covering periods beginning on or after 1 January 2003.

One SIC Interpretation relatesto IAS 2:

SIC 1: Consistency - Different Cost Formulas for Inventories

Summary of IAS2

I Inventories should be measured at the lower of cost and net reslisable value. Net realisable value is
selling price less cost to compl ete the inventory and sell it.

1 Costincludesal coststo bring the inventories to their present condition and | ocation.

1 If specific cost is not determinable, the benchmark treatment is to use either the first in, first out (FIFO)
or weighted average cost formulas. An alowed aternative is the last in, first out (LIFO) cost formula.
When LIFO is used, there should be disclosure of the lower of (i) net realisable value and (ii) FIFO,
weighted average or current cost.

I The cost of inventory is recognised as an expense in the period in which the related revenue is
recognised.

1 If inventory is written down to net realisable value, the write-down is charged to expense. Any reversal



of such a write-down in a later period is credited to income by reducing that periodVs cost of goods
sold.

I Required disclosuresinclude:

accounting policy,

carrying amount of inventories by category,

carrying amount of inventory carried at net realisable value,

amount of any reversal of awrite-down,

carrying amount of inventory pledged as security for liabilities,

cost of inventory charged to expense for the period, and

LIFO disclosures mentioned above.
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IAS 7: Cash Flow Statements

IAS 7, Cash Flow Statements, became effective for financial statements covering periods beginning on or
after 1 January 1994.

Summary of IAS7
1  The cash flow statement is arequired basic financial statement.
1 It explains changes in cash and cash equival ents during a period.



I Cash equivalents are short-term, highly liquid investments subject to insignificant risk of changes in
value.

1 Cash flow statement should classify changes in cash and cash equivalents into operating, investing, and
financial activities.

1 Operating: May be presented using either the direct or indirect methods. Direct method shows receipts
from customers and payments to suppliers, employees, government (taxes), etc. Indirect method begins
with accrual basis net profit or loss and adjusts for major non-cash items.

1 Investing: Disclose separately cash receipts and payments arising from acquisition or sale of property,
plant, and equipment; acquisition or sale of equity or debt instruments of other enterprises (including
acquisition or sale of subsidiaries); and advances and |oans made to, or repayments from, third parties.

1 Financing: Disclose separately cash receipts and payments arising from an issue of share or other equity
securities, payments made to redeem such securities; proceeds arising from issuing debentures, loans,
notes; and repayments of such securities.

I Cash flows from taxes should be disclosed separately within operating activities, unless they can be
specifically identified with one of the other two headings.

1 Investing and financing activities that do not give rise to cash flows (a honmonetary transaction such as
acquisition of property by issuing debt) should be excluded from the cash flow statement but disclosed

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

IAS 8 (revised 1993), became effective for annual financial statements covering periods beginning on or after
1 January 1995.

IAS 8 disclosure requirements for discontinued operations have been replaced by IAS 35: Discontinuing
Operations.|AS 35 became operative for annual financial statements covering periods beginning on or after 1
January 1999.

IAS 40: Investment Property, amended paragraph 44, which also is now set in bold italic type. IAS 40 was
operative for annual financial statements covering periods beginning on or after 1 January 2001.

One SIC Interpretation relatesto IAS 8:

SIC 8: First-Time Application of IASs asthe Primary Basis of Accounting.

Summary of IAS8

1  Separate disclosure of extraordinary items of profit or loss is required on the face of the income statement,
after the total of profit or loss from ordinary activities. Such extraordinary items are rare and beyond
management control. Examples are expropriation of assets and effects of natural disasters.

1 Items of income or expense arising from ordinary activities that are abnormal because of their size, nature
or incidence are separatel y disclosed, usually in the notes.

1 A change in accounting estimate should be reflected prospectively. The nature and effect of the change
should be disclosed, even if the effect will only be significant in a future period. If the effect cannot be
quanitified, that fact should be discl osed.

I A correction of a fundamental error should be treated as a prior period adjustment (benchmark) or
recognised in current profit or loss (allowed alternative). The nature and effect of the change in the
current and prior periods should be discl osed.

1 A change in accounting policy should be treated retrospectively by restating all prior periods presented
and adjusting opening retained earnings (benchmark). If the adjustments relating to prior periods cannot
be reasonably determined, the change may be accounted for prospectively. An allowed alternative for the
adjustment arising from a retrospective change in accounting palicy is to include it in the determination
of the net profit or loss for the current period.

1 Disclosureisrequired of the reasons for and effect and accounting treatment of the change.

I A change in accounting policy should be made only if required by statute or by an accounting
standard-setting body, or if the change results in a more appropriate presentation of financial satements.

1 1AS8disclosure requirements for discontinued operations have been replaced by I1AS 35.
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IAS 10: Events After the Balance Sheet Date

IAS 10 was approved by the IASC Board in March 1999 and became effective for annual financia statements
covering periods beginning on or after 1 January 2000.

Summary of IAS 10

1 an enterprise should adjust its financial statements for events after the balance sheet date that provide
further evidence of conditions that existed at the balance sheet;

1 an enterprise should not adjust its fiancial statements for events after the balance sheet date that are
indicative of conditions that arose after the balance sheet date;

1 if dividends to holders of equity instruments are proposed or declared after the baance sheet date, an
enterprise should not recogni se those dividends as a liability;

1  an enterprise may give the disclosure of proposed dividends (required by IAS 1: Presentation of Financial
Statements) either on the face of the balance sheet as an appropriation within eguity or in the notes to the
financial statements;

1 an enterprise should not prepare its financial statements on a going concern basis if management
determines after the balance sheet date either that it intends to liquidate the enterprise or to cease trading,
or that it has no realistic alternative but to do so;

1 there should no longer be a requirement to adjust the financia statements where an event after the
balance sheet date indicates that the going concern assumption is not appropriate for part of an enterprise;

1  an enterprise should disclose the date when the financial statements were authorised for issue and who
gave that authorisation. If the enterpriseVs owners or others have the power to amend the financial
statements after issuance, the enterprise should disclose that fact; and



1 an enterprise should update disclosures that relate to conditions that existed at the balance sheet date in
the light of any new information that it recei ves after the balance sheet date about those conditions.
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IAS 11: Construction Contracts

IAS 11, became effective for annual financial statements covering periods beginning on or after 1 January
1995.

In May 1999, IAS 10: Events After the Balance Sheet Date, amended paragraph 45. The amended text was
effective for annual financial statements covering periods beginning on or after 1 January 2000.

Summary of IAS 11
1 If thetota revenue, past and future costs, and the stage of completion of a contract can be measured or
estimated reliably, revenues and costs should be recognised by stage of completion (the
"percentage-of-completion method").
1  Expected losses should be recognised immediately.
1 If the outcome cannot be measured reliably, costs should be expensed, and revenues should be recognised
to the extent that costs are recoverable ("cost recovery method").
1 Disclosurerequirementsinclude (for each mgor contract or class of contracts):
=2 Amount of contract revenue recognised.
Method for determining that revenue.
Method for determining stage of compl etion.
For contracts in progress, disclose aggregate costs incurred, recognised profits or |osses, advances
received, and retentions.
Gross amount due from customers under the contract(s).
Gross amount owed to customers under the contract(s).
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IAS 12: Income Taxes

IAS 12 (revised 1996), became effective for annual financial statements covering periods beginning on or
after 1 January 1998.

IAS 12 was amended in May 1999 by IAS 10: Events After the Balance Sheet Date. The amended text was
effective for annual financial statements covering periods beginning on or after 1 January 2000.

IAS 12 was amended further in April 2000 to revise cross-references and terminol ogy as aresult of the
issuance of |AS 40: Investment Property. The amended text was effective for annual financial statements covering
periods beginning on or after 1 January 2001.

In October 2000, the |ASC Board approved limited revisionsto |AS 12. The revisions addressed the
accounting treatment for income tax consequences of dividends. The revised text was effective for annual
financial statements covering periods beginning on or after 1 January 2001.

Thefollowing SIC Interpretationsrelateto |AS 12:



1  SIC 21: Income Taxes - Recovery of Revalued Non-Depreciabl e Assets; and
I  SIC 25: Income Taxes - Changesin the Tax Status of an Enterprise or its Sharehol ders.

Summary of IAS 12
1  Accrue deferred tax liability for nearly all taxable temporary differences.
1  Accrue deferred tax asset for nearly all deductible temporary differencesif it is probable atax benefit will
be realised.
I Accrue unused tax losses and tax creditsif it is probable that they will be realised.
I Usetax rates expected at settlement.
Current and deferred tax assets and liabilities are measured using the tax rate applicable to undistributed
profits.
Non-deductible goodwill: no deferred tax.
Unremitted earnings of subsidiaries, associates, and joint ventures: Do not accrue tax.
Capita gains: Accrue tax at expected rate.
Do not "gross up" government grants or other assets or liabilities whose initial recognition differs from
initial tax base.
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IAS 14: Segment Reporting

IAS 14, became effective for annual financial statements covering periods beginning on or after 1 July 1998.

IAS 14 (revised) applies to enterprises whose equity or debt securities are publicly traded, including
enterprises in the process of issuing equity or debt securities in a public securities market, but not to other
economically significant entities.

IAS 36, Impairment of Assets, sets out certain disclosure requirements for reporting impairment losses by
segment.

Summary of IAS 14
Basis of Segment Reporting:
1  Public companies must report i nformation along product and service lines and al ong geographical lines
I  Onebasis of segmentation is primary, the other is secondary
I Segment accounting policies the same as consolidated.

Segment Disclosures:

1 Thefollowing should be disclosed for each primary segment:
--revenue (external and intersegment shown separatdy); --operating result (before interest and taxes);
--carrying amount of segment assets;

--carrying amount of segment liabilities;

--cost to acquire property, plant, equipment, and intangibles;
--depreciation and amortisation,;

--non-cash expenses other than depreciation;

--share of profit or loss of equity and joint venture investments;
--the basis of inter-segment pricing.

1 Thefollowing should be disclosed for each secondary segment:
--revenue (external and intersegment shown separately);

--carrying amount of segment assets;

--cost to acquire property, plant, equipment, and intangibles;

--the basis of inter-segment pricing.

Segment definition:

I  Segments are organisational units for which information is reported to the board of directors and CEO
unless those organisational units are not along product/service or geographica lines, in which case use
the next lower level of internal segmentation that reports product and geographical information.

I Never construct segments solely for external reporting purposes.

1 10% materiality thresholds.

I  Segments must equal at least 75% of consolidated revenue
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IAS 15: Information Reflecting the Effects of Changing Prices

Note: This standard is not mandatory. Board Statement October 1989

At its meeting in October 1989, the Board of IASC approved the following statement to be added to IAS 15,
Information Reflecting the Effects of Changing Prices:

"The international consensus on the disclosure of information reflecting the effects of changing prices that
was anticipated when IAS 15 was issued has not been reached. As a result, the Board of IASC has decided that
enterprises need not disclose the information required by 1AS 15 in order that their financial statements conform
with International Accounting Standards. However, the Board encourages enterprises to present such information
and urges those that do to disclose the items required by |AS 15."

Summary of IAS 15

Disclosure requirements:

Enterprises applying 1AS 15 should disclose the following information on a general purchasing power or a
current cost basis:

depreciation adjustment;

cost of sales adjustment;

monetary items adj ustment; and

the overall effect of the above and any other adjustments
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IAS 16: Property, Plant and Equipment

IAS 16, Property, Plant and Equipment, became effective on 1 January 1995.

InJuly 1997, IAS 16 was amended by IAS 1: Presentation of Financial Statements.

In April and July 1998, various paragraphs of IAS 16 were revised to be consistent with |AS 22: Business
Combinations, 1AS 36: Impairment of Assets, and IAS 37: Provisions, Contingent Liabilities and Contingent
Assets. The revised Standard (IAS 16 (revised 1998)) became operative for annua financial statements covering
periods beginning on or after 1 July 1999.

In April 2000, the scope of IAS 16 was amended by IAS 40: Investment Property. IAS 40 is operative for
annual financial statements covering periods beginning on or after 1 January 2001.

In January 2001, the scope of IAS 16 was amended by IAS 41: Agriculture. 1AS 41 is operative for annual
financial statements covering periods beginning on or after 1 January 2003.

The following SIC Interpretations relate to IAS 16:

SIC 14: Property, Plant and Equipment - Compensation for the Impairment or Loss of Items; and

SIC 23: Property, Plant and Equipment - Major Inspection or Overhaul Costs.

Summary of IAS 16

Property, plant and equipment should be recognised when (@) it is probable that future benefits will flow from
it, and (b) its cost can be measured reliably.

Initial measurement shoul d be at cost.

Subsequently, the benchmark treatment is to use depreciated (amortised) cost but the allowed alternative is to
use an up-to-date fair value.

Depreciation:

Long-lived assets other than land are depreciated on a systematic basis over their useful lives.

Depreciation base is cost |ess estimated residual value.

The depreciation method should reflect the pattern in which the asset's economic benefits are consumed by
the enterprise.

If assets are reval ued, depreciation is based on the revalued amount.

The useful life should be reviewed periodically and any change should be reflected in the current period and
prospectively.

Significfant costs to be incurred at the end of an asset's useful life should either be reflected by reducing the
estimated residual value or by charging the amount as an expense over the life of the asset.

Revaluations (allowed alter native):

Revauations should be made with sufficient regularity such that the carrying amount does not differ
materially from that which would be determined using fair value at the balance sheet date.

If an item of PP&E has been revalued, the entire class to which the asset be ongs must be revdued (for
example, al buildings, al land, all equipment).

Reva uations should be credited to equity (reval uation surplus) unless reversing a previous charge to income.

Decreases in valuation should be charged to income unless reversing a previous credit to equity (revaluation
surplus).

If the revalued asset is sold or otherwise disposed of, any remaining revaluation surplus either remains as a
separate component of equity or is transferred directly to retained earnings (not through the income statement).

If an asset's recoverable amount falls below its carrying amount, the decline should be recognised and charged
toincome (unless it reverses a previous credit to equity).

Gains or losses on retirement or disposal of an asset should be calcul ated by reference to the carrying amount.

Required disclosuresinclude:



Reconciliation of movements.

Capital commitments.

Items pledged as security.

If assets are revalued, disclose historical cost amounts.
Changein revaluation surpl us.
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IAS 17: Leases

IAS 17, became effective for annual financial statements covering periods beginning on or after 1 January
1999.

In April 2000, various paragraphs were amended, and a paragraph inserted, by |AS 40: Investment Property.
IAS 40 is effective for annual financial statements covering periods beginning on or after 1 January 2001.

In January 2001, various paragraphs were amended by IAS 41: Agriculture. |AS 41 is effective for annual
financial statements covering periods beginning on or after 1 January 2003.

One SIC Interpretation relates to IAS 17:

SIC 15: Operating Leases - Incentives.

Summary of IAS 17

Finance leases are those that transfer substantiall y all risks and rewards to the lessee.

Lessee should capitalise a finance lease at the lower of the fair value and the present value of the minimum
lease payments.

Rental payments should be split into (i) a reduction of liability, and (ii) a finance charge designed to reducein
line with the liability.

Lessee should calculate depreciation on leased assets using useful life, unless there is no reasonable certainty
of eventual ownership. In thelatter case, the shorter of useful life and lease term should be used.

Lessee should expense operating lease payments.

For lessors, finance | eases should be recorded as receivables. Lease income should be recognised on the basis
of aconstant periodic rate of return.

For a sale and leaseback that results in a finance lease, any excess of proceeds over carrying amount should



be deferred and amortised over the lease term.

IAS 17 (revised) requirss enhanced disclosures by lessees, including disclosure of rental expenses, sublease
rentals, and a description of leasing arrangements.

IAS 17 (revised) requires enhanced disclosures by lessors, such as disclosure about future minimum rentals
and amounts of contingent rentals included in net profit or loss.

IAS 17 (revised) requires that alessor should use the net investment method to allocate finance income. The
net cash investment method is no longer permitted.
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IAS 18: Revenue
IAS 18, became operative for annua financial statements covering periods beginning on or

after 1 January 1995.

Summary of IAS 18

Revenue should be measured at fair value of consideration received or receivable. Usudly this
is the inflow of cash. Discounting is needed if the inflow of cash is significantly deferred without
interest. If dissimilar goods or services are exchanged (as in barter transactions), revenue is the fair
value of the goods or services received or, if this is not reliably measurable, the fair value of the
goods or services given up.

Revenue should be recognised when:

significant risks and rewards of ownership are transferred to the buyer;

managerial involvement and control have passed;

the amount of revenue can be measured reliably;

it is probable that economic benefits will flow to the enterprise; and

the costs of the transaction (including future costs) can be measured reliably.

For services, smilar conditions apply by stage of completion if the outcome can be estimated
reliably.

Interest revenue is recognised on atime-proportion basis using the effective interest rate.



Dividend revenue is recognised when the shareholderVs right to receive the dividend is legally
established.

If revenue has been recognised but collectibility of aportion of the amount is doubtful, bad debt
expense should be recognised when the revenue is recognised.

Revenues and related expenses must be matched. If future related expenses cannot be measured
reliably, revenue recognition should be deferred.

Required disclosures include:

Revenue recognition accounting policies.

Amount of each significant category of revenue recognised.

Amount of revenue from exchanges of goods or services.
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IAS 19: Employee Benefits

IAS 19, became effective for financial statements covering periods beginning on or after 1
January 1999.

Certain paragraphs were amended in May 1999 by IAS 10: Events After the Balance Sheet
Date. The amended text became effective for annual financial statements covering periods
beginning on or after 1 January 2000.

IAS 19 was amended in 2000 to change the definition of plan assets and to introduce
recognition, measurement and disclosure requirements for reimbursements. The amendments
became effective for annual financial statements covering periods beginning on or after 1 January

2001.

Summary of IAS 19

POST-EMPLOYMENT BENEFITS INCLUDING PENSIONS
Defined Contribution Plans

Contributions of aperiod should be recognised as expenses.
Defined Benefit Plans

Current service cost should be recognised as an expense.



All companies use the projected unit credit method (an accrued benefit method) to measure
their pension expense and pension obligation.

Projected benefit methods may not be used.

The discount rate is the interest rate on high quality corporate bonds of maturity comparable to
plan obligations.

Measure plan assets and reimbursement rights at fair value.

Present defined benefit obligations net of plan assets. Present reimbursement rights as a
separate asset.

A net pension asset on the balance sheet may not exceed the present value of available refunds
plus the available reduction in future contribution due to a plan surplus.

If the net cumulative unrecognised actuaria gains and losses exceed the greater of (a) 10% of
the present value of the plan obligation and (b) 10% of the fair value of plan assets, that excess must
be amortised over a period not longer than the estimated average remaining working lives of
employees participating in the plan. Faster amortisation, including immediate income recognition
for all actuaria gains and losses, is permitted if an enterprise follows a congstent and systematic
policy.

Past service cost should be recognised over the average period until the amended benefits
become vested.

The effect of termination, curtailment, or settlement should be recognised when the event
occurs.

OTHER EMPLOYEE BENEFITS

Including vacations, holidays, accumulating sick pay, retiree medical and life insurance, etc.

Accrua basis during period of employee service.

TABLE COMPARING IAS 19 (REVISED 2000) WITH U.S. GAAP

,——g

Actuarial valuation methods |Projected Unit Credit only Projected Unit Credit only

Up to 3 month before B/S
Measurement date Balance sheet date
date




Attribution of benefit to

?/TD> ?/TD>
periods:
When employee becomes
Attribution starts entitled to benefits When plan grants credit
(conditional or unconditional)
When entitlement is no Pension costs: end of
Attribution ends longer conditional on future |service
service OPEBs: full eligibility
Attribution method Note 1 Note 2

Effective settlement rate /
Rate on high quality
Discount rate return on high-quality
corporate bonds at B/S date
fixed-income investments

If part of formal or
Measurement assumes future
constructive terms of the If regular or automatic
benefit increases?
plan

Optional 10% corridor (note |Optional 10% corridor (note
Actuarial gains and losses

3) 3)
Spread past service cost for
current and former Note 4 Yes
employees?
Past service cost -

Straight-line Employee / year
amortisation basis
Additional minimum liability Pensions - yes
in certain cases? No OPEBs - no

Market Related or Market
Measurement of plan assets |Fair value (note 5)
Value

Limit on recognition of an
Yes (note 6) No
overall asset




Curtailment and settlement

loss: timing of recognition

When occurs

When probable

Include unrecognised

actuarial gains/losses (A) and |?/TD> ?/TD>
past service cost (P) in:
Curtailment gains and

A+P P
losses?
Settlement gains and losses? A+P A

Multi-employer plans with
defined benefit

characteristics

Use defined benefit

accounting

Use defined contribution

accounting

Analyse balance sheet and

income statement?

Yes

Yes

Delayed transition allowed?

Yes (note7)

Yes (note7)

Notes:

Plan benefit formula (but use straight-line if formulais back-loaded)

Pension costs: plan benefit formula, unless back-loaded. OPEBs. straight-line unless

front-loaded

Inside 10% corridor: may ignore. Outside 10% corridor: must amortise, but may recognise

faster.

Spread over average period until the amended benefits become vested

New IAS 19 - do not use discounted cash flows if a market value (not clear under old IAS 19)

Asset limited to unrecognised actuaria losses and past service cost, plus present value of

available refunds and reductions in future contributions.

New IAS 19 - may spread transitional increase (not decrease) in liability over up to 5 years. Old

IAS 19, USA and UK - may spread transitional increase or decrease over remaining working life

(USA - longer in some cases).

OPEBs = Other Post-employment Benefits
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