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Government Notifications
SRI LANKA ACCOUNTING AND AUDITING STANDARDS ACT, No. 15 OF 1995

Publication under Section 4(2)

BY virtueof the powersvested intheInstitute of Chartered Accountants of Sri Lanka (hereinafter referredto asthe “ Institute”),
the Institute has adopted the Sri Lanka Accounting Standards — SLFRS 14: Regulatory Deferral Accounts and SLFRS 15:
Revenue from Contracts with Customers, published herewith for the purpose of the Sri Lanka Accounting and Auditing
Standards, Act, No. 15 of 1995. SLFRS 14: Regulatory Deferral Accounts shall be effectivefor financial statements covering
period commencing on or after thefirst day of January Two Thousand Sixteen and SLFRS 15: Revenue from Contractswith
Customers, shall be effective for financial statements covering period commencing on or after the first day of January Two
Thousand Seventeen.

By Order of the Council,
ARUNA ALWIS,
Secretary.
The Institute of Chartered Accountants of Sri Lanka,
No. 30A,
MalalasekeraMawatha,
Colombo 07.
16" August, 2014. .
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SRl LANKA ACCOUNTING STANDARD-SLFRS14
Regulatory Deferral Accounts

Sri LankaAccounting Standard 14 Regulatory Deferral Accounts (SLFRS 14) is setout in paragraphs 1-36 and Appendices
A-D. All the paragraphs have equal authority.Paragraphsin bold type state the main principles. Termsdefined in Appendix A
areinitalicsthefirst timethat they appear in the Standard. Definitions of other termsare given in the Glossary for Sri Lanka
Accounting Standards. The Standard should be read in the context of its objective and the Basis for Conclusions, the
Prefaceto Si Lanka Accounting Standards and the Conceptual Framework for Financial Reporting. LKAS 8 Accounting
Policies, Changes in Accounting Estimates and Errors provides a basis for selecting and applying accounting policiesin
the absence of explicit guidance.

Objective

1 Theobjective of this Standard isto specify thefinancial reporting requirementsfor regulatory deferral account
balances that arise when an entity provides goods or services to customers at a price or rate that is subject to
rate regulation.

2 Inmeeting this objective, the Standard requires:

(a) limited changesto the accounting policiesthat were applied in accordance with previous generally accepted
accounting principles (previous GAAP) for regulatory deferral account balances, which are primarily related
to the presentation of these accounts; and

(b) disclosures that:

() identify and explain the amounts recognised in the entity’s financial statements that arise from rate
regulation; and

(i) help users of the financial statements to understand the amount, timing and uncertainty of future cash
flows from any regulatory deferral account balances that are recognised.

3 Therequirementsof this Standard permit an entity within its scope to continue to account for regulatory deferral
account balances in its financial statements in accordance with its previous GAAP when it adopts SLFRS,
subject to the limited changes referred to in paragraph 2 above.

4 Inaddition, this Standard provides some exceptionsto, or exemptions from, the requirements of other Standards.
All specified requirementsfor reporting regulatory deferral account balances, and any exceptionsto, or exemptions
from, the requirements of other Standards that are related to those balances, are contained within this Standard
instead of within those other Standards.

Scope

5 Anentityispermitted toapply therequirementsof thisSandard in itsfirst SLFRSfinancial statementsif and
onlyifit:

(@ conductsrate-regulated activities; and

(b)  recognised amountsthat qualify asregulatory deferral account balancesin itsfinancial statementsin
accordancewithits previousGAAP.



4A

| @008 : (1) ed¢w - B Cowr Y1 F® ©w@IEDHE Smided 5 Sens v wyw - 2014.08.16

Part | @ Sec. (I) - GAZETTE EXTRAORDINARY OF THE DEMOCRATIC SOCIALIST REPUBLIC OF SRI LANKA - 16.08.2014

6 Anentity shall apply therequirementsof thisSandard initsfinancial statementsfor subsequent periodsif and

8

only if,initsfirst SLFRSfinancial statements, it recognised regulatory deferral account balancesby eecting
toapply therequirementsof thisSandard.

This Standard does not address other aspects of accounting by entities that are engaged in rate-regulated
activities. By applying the requirements in this Standard, any amounts that are permitted or required to be
recognised as assets or liabilities in accordance with other Standards shall not be included within the amounts
classified asregulatory deferral account balances.

An entity that iswithin thescopeof, and that electsto apply, thisSandard shall apply all of itsrequirementsto
all regulatory deferral account balancesthat arisefrom all of theentity’srate-regulated activities.

RECOGNITION, MEASUREMENT, IMPAIRMENT AND DERECOGNITION

9

Temporary exemption from paragraph 11 of L K AS8Accounting Policies, Changesin Accounting Estimates
and Errors

An entity that hasrate-regulated activitiesand that iswithin the scope of, and electsto apply, thisSandard
shall apply paragraphs 10 and 12 of LK AS 8 when developing itsaccounting policiesfor therecognition,
measur ement, impair ment and der ecognition of regulatory deferral account balances.

Paragraphs 11-12 of LKAS 8 specify sources of requirements and guidance that management is required or
permitted to consider in devel oping an accounting policy for anitem, if no relevant Standard applies specifically
tothat item. This Standard exempts an entity from applying paragraph 11 of LKAS8toitsaccounting policiesfor
the recognition, measurement, impairment and derecognition of regulatory deferral account balances.
Consequently, entities that recognise regulatory deferral account bal ances, either as separate items or as part of
the carrying value of other assets and liabilities, in accordance with their previous GAAP, are permitted to
continue to recognise those balancesin accordance with this Standard through the exemption from paragraph 11
of LKAS 8, subject to any presentation changes required by paragraphs 18-19 of this Standard.

Continuation of existing accounting policies

11

12

Oninitial application of thisStandard, an entity shall continueto apply itsprevious GAAP accounting policies
for therecognition, measur ement, impair ment and der ecognition of regulatory deferral account balances,
except for any changes per mitted by par agraphs 13-15. However, the presentation of such amountsshall
comply with thepresentation requirementsof thisSandar d, which may requirechangestotheentity’ sprevious
GAAP presentation policies(see par agraphs 18-19).

An entity shall apply the policies established in accordance with paragraph 11 consistently in subsequent
periods, except for any changes permitted by paragraphs 13-15.

Changesin accounting policies

13

An entity shall not changeitsaccounting policiesin order to start torecogniseregulatory deferral account
balances. An entity may only changeitsaccounting policiesfor therecognition, measurement, impair ment and
derecognition of regulatory deferral account balancesif the change makesthe financial statementsmore
relevant tothe economic decision-making needsof usersand nolessreliable, or morereliableand noless

relevant tothose needs. An entity shall judgerelevanceand reliability usingthecriteriain paragraph 10 of
LKASS.
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14

This Standard does not exempt entities from applying paragraphs 10 or 14-15 of LKAS8to changesin accounting
policy. To justify changing its accounting policies for regulatory deferral account balances, an entity shall
demonstrate that the change brings its financial statements closer to meeting the criteria in paragraph 10 of
LKAS 8. However, the change does not need to achieve full compliance with those criteria for the recognition,
measurement, impairment and derecognition of regulatory deferral account balances.

Paragraphs 13-14 apply both to changes made on initial application of this Standard and to changes made in
subsequent reporting periods.

I nteraction with other Sandards

16

17

Any specific exception, exemption or additional requirementsreated to theinteraction of thisSandard with
other Standardsarecontained within thisStandard (see par agraphs B7—B28). I n the absence of any such
exception, exemption or additional requirements, other Sandar dsshall apply toregulatory deferral account
balances in the same way as they apply to assets, liabilities, income and expenses that are recognised in
accor dancewith other Sandards.

In some situations, another Standard might need to be applied to aregulatory deferral account balance that has
been measured in accordance with an entity’s accounting policies that are established in accordance with
paragraphs 11-12 in order to reflect that bal ance appropriately in thefinancial statements. For example, the entity
might have rate-regulated activities in a foreign country for which the transactions and regulatory deferral
account balances are denominated in a currency that is not the functional currency of the reporting entity. The
regulatory deferral account balances and the movementsin those balances are translated by applying LKAS 21
The Effects of Changesin Foreign Exchange Rates.

Presentation

Changesin presentation

18

This Standard introduces presentati on requirements, outlined in paragraphs 2026, for regul atory deferral account
balancesthat are recognised in accordance with paragraphs 11-12. When this Standard is applied, the regulatory
deferral account balances are recognised in the statement of financial position in addition to the assets and
liabilitiesthat are recognised in accordance with other Standards. These presentation regquirements separate the
impact of recognising regulatory deferral account balances from the financial reporting requirements of other
Standards.

In addition to the items that are required to be presented in the statement of financial position and in the
statement(s) of profit or loss and other comprehensive income in accordance with LKAS 1 Presentation of
Financial Statements, an entity applying this Standard shall present all regulatory deferral account balances
and the movements in those balances in accordance with paragraphs 20-26.

Classification of regulatory deferral account balances

20

21

An entity shall present separatelineitemsin thestatement of financial position for:
(@ thetotal of all regulatory deferral account debit balances; and
(b) thetotal of all regulatory deferral account credit balances.

When an entity presentscurrent and non-current assets, and current and non-current liabilities, asseparate
classificationsin its statement of financial position, it shall not classify the totals of regulatory deferral
account balancesascurrent or non-current. Instead, thesepar atelineitemsrequired by paragraph 20 shall be
digtinguished fromthe assetsand liabilitiesthat arepresented in accor dancewith other Sandardsby theuse
of sub-totals, which aredrawn beforetheregulatory deferral account balancesar e presented.
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22

23

2

CLASSIFICATION OF MOVEMENTS IN REGULATORY DEFERRAL ACCOUNT BALANCES

An entity shall present, in theother comprehensiveincomesection of the statement of profit or lossand other
comprehensiveincome, thenet movement in all regulatory defer ral account balancesfor thereporting period
that relatetoitemsrecognised in other compr ehensiveincome. Separ atelineitemsshall beused for the net
movement related toitemsthat, in accor dancewith other Sandards:

(@ will not bereclassified subsequently to profit or loss; and
(b) will bereclassified subsequently to profit or losswhen specific conditionsare met.

An entity shall present aseparatelineitemin theprofit or loss section of the statement of profit or lossand
other compr ehensiveincome, or in thesepar ate statement of profit or loss, for theremaining net movement in
all regulatory deferral account balancesfor thereporting period, excludingmovementsthat arenot r eflected
in profit or loss, such asamountsacquired. Thissepar atelineitem shall bedistinguished from theincomeand
expensesthat arepresented in accordancewith other Sandardsby theuseof asub-total, which isdrawn before
thenet movement inregulatory deferral account balances.

When an entity recognises a deferred tax asset or a deferred tax liability as a result of recognising regulatory
deferral account balances, the entity shall present the resulting deferred tax asset (liability) and the related
movement in that deferred tax asset (liability) with therel ated regulatory deferral account balances and movements
in those balances, instead of within the total presented in accordance with LKAS 12 Income Taxesfor deferred
tax assets (liabilities) and the tax expense (income) (see paragraphs B9-B12).

When an entity presents a discontinued operation or adisposal group in accordance with SLFRS 5 Non-current
Assets Held for Sale and Discontinued Operations, the entity shall present any related regulatory deferral
account balances and the net movement in those balances, as applicable, with the regulatory deferral account
balances and movements in those balances, instead of within the disposal groups or discontinued operations
(see paragraphs B19-B22).

When an entity presents earnings per share in accordance with LKAS 33 Earnings per Share, the entity shall
present additional basic and diluted earnings per share, which are calculated using the earnings amounts
required by LKAS 33 but excluding the movements in regulatory deferral account balances (see paragraphs
B13-B14).

DISCLOSURE

Objective

27

An entity that electsto apply this Sandar d shall discloseinfor mation that enablesuser sto assess:

(@ thenatureof, and therisksassociated with, therateregulation that establishesthe price(s) that the
entity can chargecustomers for thegoodsor servicesit provides; and

(b) theeffectsof that rateregulation onitsfinancial position, financial perfor manceand cash flows.

If any of the disclosures set out in paragraphs 30-36 are not considered relevant to meet the objective in
paragraph 27, they may be omitted from thefinancial statements. If the disclosures provided in accordance with
paragraphs 30-36 are insufficient to meet the objective in paragraph 27, an entity shall disclose additional
information that is necessary to meet that objective.
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29 To meet the disclosure objectivein paragraph 27, an entity shall consider all of thefollowing:
(a) thelevel of detail that is necessary to satisfy the disclosure requirements;
(b) how much emphasis to place on each of the various requirements;
(c) how much aggregation or disaggregation to undertake; and

(d) whether usersof financial statements need additional information to evaluate the quantitative information
disclosed.

Explanation of activitiessubject torateregulation

0 To help auser of the financial statements assess the nature of, and the risks associated with, the entity’s rate-
regulated activities, an entity shall, for each type of rate-regulated activity, disclose:

(a) abrief description of the nature and extent of the rate-regulated activity and the nature of the regulatory
rate-setting process;

(b) theidentity of the rate regulator(s). If the rate regulator isarelated party (asdefined in LKAS 24 Related
Party Disclosures), the entity shall disclose that fact, together with an explanation of how it isrelated;

(c) how thefuturerecovery of each class (ie each type of cost or income) of regulatory deferral account debit
balance or reversal of each class of regulatory deferral account credit balance is affected by risks and
uncertainty, for example:

(i) demand risk (for example, changes in consumer attitudes, the availability of alternative sources of
supply or the level of competition);

(i) regulatory risk (for example, the submission or approval of arate-setting application or the entity’s
assessment of the expected future regulatory actions); and

(iii)  other risks(for example, currency or other market risks).

3l Thedisclosuresrequired by paragraph 30 shall be giveninthefinancial statementseither directly inthe notesor
incorporated by cross-reference from the financial statements to some other statement, such as a management
commentary or risk report, that isavailableto users of thefinancial statements on the sametermsasthefinancial
statements and at the same time. If the information is not included in the financial statements directly or
incorporated by cross-reference, the financial statements are incomplete.

Explanation of recognised amounts

X Anentity shall disclosethe basisonwhich regulatory deferral account balances are recognised and derecognised,
and how they are measured initially and subsequently, including how regulatory deferral account balances are
assessed for recoverability and how any impairment lossis allocated.

3B For each type of rate-regulated activity, an entity shall disclose the following information for each class of
regulatory deferral account balance:

(a) areconciliation of the carrying amount at the beginning and the end of the period, in atable unless another
format is more appropriate. The entity shall apply judgement in deciding the level of detail necessary (see
paragraphs 28-29), but the following components would usually be relevant:
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() the amounts that have been recognised in the current period in the statement of financial position as
regulatory deferral account balances;

(i) the amounts that have been recognised in the statement(s) of profit or loss and other comprehensive
income relating to balances that have been recovered (sometimes described as amortised) or reversed in
the current period; and

(iii) other amounts, separately identified, that affected the regulatory deferral account balances, such as
impairments, items acquired or assumed in a business combination, items disposed of, or the effects of
changes in foreign exchange rates or discount rates;

(b) therateof return or discount rate (including azero rate or arange of rates, when applicable) used to reflect the
time value of money that is applicable to each class of regulatory deferral account balance; and

(¢) theremaining periodsover which the entity expectsto recover (or amortise) the carrying amount of each class
of regulatory deferral account debit balance or to reverse each class of regulatory deferral account credit
balance.

3 When rate regulation affects the amount and timing of an entity’sincome tax expense (income), the entity shall
disclose theimpact of the rate regulation on the amounts of current and deferred tax recognised. In addition, the
entity shall separately disclose any regulatory deferral account balance that relates to taxation and the related
movement in that bal ance.

3P When an entity provides disclosuresin accordance with SLFRS 12 Disclosure of Interestsin Other Entitiesfor
an interest in asubsidiary, associate or joint venture that has rate-regulated activities and for which regulatory
deferral account balances are recognised in accordance with this Standard, the entity shall disclose the amounts
that are included for the regulatory deferral account debit and credit balances and the net movement in those
balances for the interests disclosed (see paragraphs B25-B28).

¥ Whenan entity concludesthat aregulatory deferral account balanceisno longer fully recoverable or reversible,
it shall disclose that fact, the reason why it is not recoverable or reversible and the amount by which the
regulatory deferral account balance has been reduced.

AppendixA
Defined terms
This appendix is an integral part of the Sandard.

First SLFRSfinancial statements The first annual financial statements in which an entity adopts Sri Lanka
Accounting Standards (SLFRS), by an explicit and unreserved statement of
compliancewith SLFRS.

First-timeadopter An entity that presentsitsfirst SLFRSfinancial statements.

PreviousGAAP Thebasisof accounting that afir st-timeadopter usedimmediately before
adopting SLFRS.

Rate-regulated activities An entity’s activities that are subject to rate regulation.

Rateregulation A framework for establishing the prices that can be charged to customers for

goods or services and that framework is subject to oversight and/or approval
by arateregulator.
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Rateregulator An authorised body that is empowered by statute or regulation to establish the

rate or arange of ratesthat bind an entity. Therateregulator may beathird-party
body or arelated party of the entity, including the entity’s own governing board,
if that body is required by statute or regulation to set rates both in the interest of
the customers and to ensure the overall financial viability of the entity.

Regulatory deferral account balance  The balance of any expense (or income) account that would not be recognised as
an asset or aliability in accordance with other Standards, but that qualifies for
deferral becauseit isincluded, or isexpectedto beincluded, by therateregulator
in establishing the rate(s) that can be charged to customers.

Appendix B
Application Guidance

This appendix is an integral part of the Standard.

Rate-regulated activities

Bl

(a)

(b)

Conti

Historically, rate regulation applied to all activities of an entity. However, with acquisitions, diversification and
deregulation, rate regulation may now apply to only aportion of an entity’sactivities, resulting init having both
regulated and non-regulated activities. This Standard appliesonly to the rate-regul ated activitiesthat are subject
to statutory or regulatory restrictions through the actions of arate regulator, regardless of the type of entity or
the industry to which it belongs.

An entity shall not apply this Standard to activities that are self-regulated, ie activities that are not subject to a
pricing framework that is overseen and/or approved by arate regulator. This does not prevent the entity from
being eligible to apply this Standard when:

the entity’s own governing body or arelated party establishes rates both in the interest of the customers and
to ensurethe overal financial viability of the entity within aspecified pricing framework; and

the framework is subject to oversight and/or approval by an authorized body that is empowered by statute or
regulation.

nuation of existing accounting policies

B3

For the purposes of this Standard, aregulatory deferral account balance is defined asthe balance of any expense
(or income) account that would not be recognised as an asset or aliability in accordance with other Standards,
but that qualifies for deferral because it is included, or is expected to be included, by the rate regulator in
establishing the rate(s) that can be charged to customers. Some items of expense (income) may be outside the
regulated rate(s) because, for example, the amounts are not expected to be accepted by the rate regulator or
because they are not within the scope of the rate regulation. Consequently, such anitem isrecognised asincome
or expense asincurred, unless another Standard permitsor requiresit to beincluded in the carrying amount of an
asset or liability.

In some cases, other Standards explicitly prohibit an entity from recognising, in the statement of financial
position, regulatory deferral account balances that might be recognised, either separately or included within
other line items such as property, plant and equipment in accordance with previous GAAP accounting policies.
However, in accordance with paragraph 11 of this Standard, an entity that electsto apply this Standard initsfirst
SLFRSfinancial statements appliesthe exemption from paragraph 11 of LKAS8in order to continueto apply its
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B6

previous GA AP accounting policiesfor the recognition, measurement, impai rment, and derecognition of regulatory
deferral account balances. Such accounting policies may include, for example, thefollowing practices:

(a) recognising aregulatory deferral account debit balance when the entity has the right, as a result of the
actual or expected actions of the rate regulator, to increase rates in future periods in order to recover its
allowable costs (ie the costs for which the regulated rate(s) is intended to provide recovery);

(b) recognising, as aregulatory deferral account debit or credit balance, an amount that is equivalent to any
loss or gain on the disposal or retirement of both items of property, plant and equipment and of intangible
assets, which is expected to be recovered or reversed through future rates;

(c) recognising aregulatory deferral account credit balance when the entity isrequired, asaresult of the actual
or expected actions of the rate regulator, to decrease rates in future periods in order to reverse over-
recoveriesof allowable costs (ie amountsin excess of the recoverable amount specified by the rateregulator);
and

(d) measuring regulatory deferral account balances on an undiscounted basis or on a discounted basis that
uses an interest or discount rate specified by the rate regulator.

Thefollowing are examples of thetypes of coststhat rate regul ators might allow in rate-setting decisions and that
an entity might, therefore, recognise in regulatory deferral account balances:

() volume or purchase price variances;

(i) costsof approved ‘green energy’ initiatives (in excess of amountsthat are capitalised as part of the cost of
property, plant and equipment in accordance with LKAS 16 Property, Plant and Equipment);

(i)  non-directly-attributable overhead costs that are treated as capital costs for rate regulation purposes (but
are not permitted, in accordance with LKA S 16, to beincluded in the cost of anitem of property, plant and
equipment);

(iv) project cancellation costs;
(v) storm damage costs; and

(vi) deemed interest (including amounts allowed for funds that are used during construction that provide the
entity with areturn on the owner’s equity capital aswell as borrowings).

Regulatory deferral account balances usually represent timing differences between the recognition of items of
income or expenses for regulatory purposes and the recognition of those items for financial reporting purposes.
When an entity changes an accounting policy on the first-time adoption of SLFRS or on theinitial application of
anew or revised Standard, new or revised timing differences may arise that create new or revised regulatory
deferral account balances. The prohibition in paragraph 13 that preventsan entity from changing its accounting
policy in order to start to recognise regul atory deferral account balances does not prohibit the recognition of the
new or revised regulatory deferral account balances that are created because of other changes in accounting
policies required by SLFRS. This is because the recognition of regulatory deferral account balances for such
timing differenceswould be consistent with the existing recognition policy applied in accordance with paragraph
11 and would not represent the introduction of anew accounting policy. Similarly, paragraph 13 does not prohibit
the recognition of regulatory deferral account balances arising from timing differences that did not exist
immediately prior to the date of transition to SLFRS but are consistent with the entity’s accounting policies
established in accordance with paragraph 11 (for example, storm damage costs).
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Applicability of other Sandards

B7

An entity that iswithin the scope of, and that elects to apply, the requirements of this Standard shall continueto
apply itsprevious GAAP accounting policiesfor the recognition, measurement, impai rment and derecognition of
regulatory deferral account balances. However, paragraphs 1617 state that, in some situations, other Standards
might also need to be applied to regulatory deferral account balancesin order to reflect them appropriately inthe
financial statements. The following paragraphs outline how some other Standards interact with the requirements
of this Standard. In particular, thefollowing paragraphsclarify specific exceptionsto, and exemptionsfrom, other
Standards and additional presentation and disclosure requirements that are expected to be applicable.

Application of LK AS 10 Eventsafter the Reporting Period

B8

An entity may need to use estimates and assumptions in the recognition and measurement of its regulatory
deferral account balances. For events that occur between the end of the reporting period and the date when the
financial statementsare authorised for issue, the entity shall apply LKAS 10to identify whether those estimates
and assumptions should be adjusted to reflect those events.

Application of LKAS12Income Taxes

B9

B10

B11

B12

LKAS 12 requires, with certain limited exceptions, an entity to recognise adeferred tax liability and (subject to
certain conditions) adeferred tax asset for all temporary differences. A rate-regul ated entity shall apply LKAS 12
to al of its activities, including its rate-regulated activities, to identify the amount of income tax that is to be
recognised.

In some rate-regulatory schemes, the rate regulator permits or requires an entity to increase its future ratesin
order to recover some or all of the entity’sincome tax expense. In such circumstances, this might result in the
entity recognising a regulatory deferral account balancein the statement of financial position related to income
tax, in accordance with its accounting policies established in accordance with paragraphs 11-12. Therecognition
of thisregulatory deferral account balancethat relatesto incometax might itself create an additional temporary
difference for which afurther deferred tax amount would be recognised.

Notwithstanding the presentation and disclosure requirements of LKAS 12, when an entity recognisesadeferred
tax asset or adeferred tax liability asaresult of recognising regulatory deferral account balances, the entity shall
not include that deferred tax amount within the total deferred tax asset (liability) balances. Instead, the entity
shall present the deferred tax asset (liability) that arises as a result of recognising regulatory deferral account
balanceseither:

(a) withthelineitemsthat are presented for the regul atory deferral account debit balances and credit balances;
or

(b) asaseparatelineitem alongsidetherelated regulatory deferral account debit balances and credit balances.

Similarly, when an entity recognises the movement in a deferred tax asset (liability) that arises as a result of
recognising regulatory deferral account balances, the entity shall not include the movement in that deferred tax
amount within the tax expense (income) lineitem that is presented in the statement(s) of profit or loss and other
comprehensive income in accordance with LKAS 12. Instead, the entity shall present the movement in the
deferred tax asset (liability) that arises as aresult of recognising regulatory deferral account balances either:

(a) withthelineitemsthat are presented in the statement(s) of profit or loss and other comprehensiveincome
for the movementsin regulatory deferral account balances; or

(b) asaseparatelineitem alongsidetherelated lineitemsthat are presented in the statement(s) of profit or loss
and other comprehensive income for the movementsin regulatory deferral account balances.
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Application of LKAS33 Earningsper Share

B13

B14

Paragraph 66 of LKAS 33 requires some entities to present, in the statement of profit or loss and other
comprehensive income, basic and diluted earnings per share both for profit or loss from continuing operations
and profit or lossthat is attributable to the ordinary equity holders of the parent entity. In addition, paragraph 68
of LKAS 33 requiresan entity that reports adiscontinued operation to disclose the basic and diluted amounts per
sharefor the discontinued operation, either in the statement of profit or loss and other comprehensive incomeor
in the notes.

For each earnings per share amount presented in accordance with LKAS 33, an entity applying this Standard
shall present additional basic and diluted earnings per share amountsthat are cal culated in the same way, except
that those amounts shall exclude the net movement in the regulatory deferral account balances. Consistent with
therequirement in paragraph 73 of LKAS 33, an entity shall present the earnings per share required by paragraph
26 of this Standard with equal prominence to the earnings per share required by LKAS 33 for al periods
presented.

Application of LK AS 36 | mpairment of Assets

B15

B16

Paragraphs 11-12 require an entity to continueto apply its previous GAAP accounting policiesfor theidentification,
recognition, measurement and reversal of any impairment of its recognised regulatory deferral account bal ances.
Consequently, LKAS 36 does not apply to the separate regulatory deferral account balances recognised.

However, LKAS 36 might require an entity to perform animpairment test on a cash-generating unit (CGU) that
includes regulatory deferral account balances. Thistest might be required because the CGU contains goodwill,
or because one or more of the impairment indicators described in LKAS 36 have been identified relating to the
CGU. In such situations, paragraphs 74—79 of LKAS 36 contain requirements for identifying the recoverable
amount and the carrying amount of aCGU. An entity shall apply those requirementsto decide whether any of the
regulatory deferral account balancesrecognised areincluded in the carrying amount of the CGU for the purpose
of theimpairment test. The remaining requirements of LKAS 36 shall then be applied to any impairment | oss that
is recognised as aresult of thistest.

Application of SL FRS 3 Business Combinations

B17

B18

The core principle of SLFRS 3 isthat an acquirer of abusiness recognises the assets acquired and the liabilities
assumed at their acquisition-date fair values. SLFRS 3 provides limited exceptions to its recognition and
measurement principles. Paragraph B18 of this Standard provides an additional exception.

Paragraphs 11-12 require an entity to continueto apply its previous GAAP accounting policiesfor the recognition,
measurement, impairment and derecognition of regul atory deferral account balances. Consequently, if an entity
acquiresabusiness, it shall apply, initsconsolidated financial statements, itsaccounting policiesestablishedin
accordance with paragraphs 11-12 for the recognition and measurement of the acquiree's regulatory deferral
account balances at the date of acquisition. The acquiree’ sregulatory deferral account balances shall be recognised
inthe consolidated financial statements of the acquirer in accordance with the acquirer’spolicies, irrespective of
whether the acquiree recognises those balances in its own financial statements.

Application of SLFRS5 Non-current AssetsHeld for Saleand Discontinued Operations

B19

Paragraphs 11-12 require an entity to continue to apply its previous accounting policies for the recognition,
measurement, impairment and derecognition of regulatory deferral account balances. Consequently, the
measurement requirements of SLFRS 5 shall not apply to the regulatory deferral account balances recognised.
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B20

B21

B22

Paragraph 33 of SLFRS 5 requiresasingle amount to be presented for discontinued operationsin the statement(s)
of profit or lossand other comprehensiveincome. Notwithstanding the requirements of that paragraph, when an
entity that elects to apply this Standard presents a discontinued operation, it shall not include the movement in
regulatory deferral account balances that arose from the rate-regulated activities of the discontinued operation
withinthelineitemsthat arerequired by paragraph 33 of SLFRS5. Instead, the entity shall present the movement
inregulatory deferral account balancesthat arose from the rate-regulated activities of the discontinued operation
either:

(a) withinthelineitemthat is presented for movementsin the regulatory deferral account balances related to
profit or loss; or

(b) asaseparatelineitem along side the related line item that is presented for movements in the regul atory
deferral account balances related to profit or loss.

Similarly, notwithstanding the requirements of paragraph 38 of SLFRS 5, when an entity presents a disposal
group, the entity shall not include thetotal of the regulatory deferral account debit balances and credit balances
that are part of thedisposal group within theline itemsthat are required by paragraph 38 of SLFRS5. Instead,
the entity shall present the total of the regulatory deferral account debit balances and credit balances that are
part of the disposal group either:

(a) within the line items that are presented for the regulatory deferral account debit balances and credit
balances; or

(b) asseparatelineitemsalong sidethe other regulatory deferral account debit balances and credit balances.

If the entity chooses to include the regulatory deferral account balances and movements in those balances that
are related to the disposal group or discontinued operation within the related regulated deferral account line
items, it may be necessary to disclose them separately as part of the analysis of the regulatory deferral account
lineitems described by paragraph 33 of this Standard.

Application of SLFRS 10 Consolidated Financial Statementsand L KAS 28 I nvestmentsin Associatesand
Joint Ventures

B23

B24

Paragraph 19 of SLFRS 10 requiresthat a"parent shall prepare consolidated financial statements using uniform
accounting policiesfor like transactions and other eventsin similar circumstances'. Paragraph 8 of this Standard
requires that an entity that is within the scope of, and elects to apply, this Standard shall apply all of its
requirementsto all regulatory deferral account balancesarising fromall of the entity’ srate-regulated activities.
Consequently, if aparent recognisesregulatory deferral account balancesin its consolidated financial statements
in accordance with this Standard, it shall apply the same accounting policiesto the regulatory deferral account
balances arising in al of its subsidiaries. This shall apply irrespective of whether the subsidiaries recognize
those balances in their own financia statements.

Similarly, paragraphs 35-36 of LKAS 28 require that, in applying the equity method, an "entity’s financial
statements shall be prepared using uniform accounting policies for like transactions and events in similar
circumstances'. Consequently, adjustments shall be made to make the associate’s or joint venture's accounting
policiesfor the recognition, measurement, impairment and derecognition of regulatory deferral account balances
conform to those of the investing entity in applying the equity method.
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Application of SLFRS 12 Disclosure of | nterestsin OtherEntities

B25

B26

B27

B28

Paragraph 12(e) of SLFRS 12 requiresan entity to disclose, for each of its subsidiariesthat have non-controlling
intereststhat are material to the reporting entity, the profit or loss that was all ocated to non-controlling interests
of the subsidiary during the reporting period. An entity that recognizes regulatory deferral account balancesin
accordance with this Standard shall disclose the net movement in regulatory deferral account balances that is
included within the amounts that are required to be disclosed by paragraph12(e) of SLFRS 12.

Paragraph 12(g) of SLFRS 12 requiresan entity to disclose, for each of its subsidiariesthat have non-controlling
interests that are material to the reporting entity, summarised financial information about the subsidiary, as
specified in paragraph B10 of SLFRS 12. Similarly, paragraph 21(b)(ii) of SLFRS 12 requiresan entity to disclose,
for each joint venture and associate that is material to the reporting entity, summarised financial information as
specified in paragraphs B12-B13 of SLFRS 12. Paragraph B16 of SLFRS 12 specifies the summary financial
information that an entity isrequired to disclosefor all other associates and joint venturesthat are not individually
meaterial in accordance with paragraph 21(c) of SLFRS 12.

In addition to theinformation specifiedin paragraphs 12, 21, B10, B12-B13 and B16 of SLFRS 12, an entity that
recognises regulatory deferral account balances in accordance with this Standard shall also disclose the total
regulatory deferral account debit balance, the total regulatory deferral account credit balance and the net
movements in those balances, split between amounts recognised in profit or loss and amounts recognised in
other comprehensive income, for each entity for which those SLFRS 12 disclosures are required.

Paragraph 19 of SLFRS 12 specifies the information that an entity is required to disclose when the entity
recognisesagain or losson losing control of a subsidiary, calculated in accordance with paragraph 25 of SLFRS
10. In addition to the information required by paragraph 19 of SLFRS 12, an entity that electsto apply this
Standard shall disclose the portion of that gain or loss that is attributable to derecognising regulatory deferral
account balances in the former subsidiary at the date when control islost.

AppendixC

Effectivedateand transition

This appendix is an integral part of the Standard.

Effectivedateand transition

Ci

Effectivedate

An entity shall apply this Standard if itsfirst annual SLFRS financial statements are for a period beginning on or

after 1st January, 2016. Earlier applicationispermitted. If an entity appliesthis Standard initsfirst annual SLFRS
financial statementsfor an earlier period, it shall disclosethat fact.
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Appendix D

Consequential amendmentsto SL FRS 1 First-time Adoption of Sri Lanka Accounting Sandards

This appendix sets out an amendment to SLFRS 1 First-time Adoption of Sri Lanka Accounting Standards that is a
consequence of the Council issuing SLFRS 14 Regulatory Deferral Accounts. The amended paragraph is shown with new
text underlined and deleted text struck through. An entity shall apply that amendment when it applies SLFRS 1.

SLFRS 1 First-time Adoption of Sri Lanka Accounting Standards

| Paragraph 39V Isadded. |

3V

SLFRS 14 Regulatory Deferral Accounts, issued in June 2014, amended paragraph D8B. An entity shall apply
that amendment for annual periodsbeginning onor after 1st January, 2016. Earlier application ispermitted. If an
entity applies SLFRS 14 for an earlier period, the amendment shall be applied for that earlier period.

[ InAppendix D, paragraph D8B Isamended. New text Is underlined and deleted text Is struck through.

D8B

Some entities hold items of property, plant and equipment or intangible assets that are used, or were previously
used, in operations subject to rate regulation.The carrying amount of such items might include amounts that
were determined under previous GAAP but do not qualify for capitalisation in accordance with SLFRSs. If this
isthe case, afirst-time adopter may elect to use the previous GAAP carrying amount of such anitem at the date
of transition to SL FRSs as deemed cost. If an entity appliesthis exemption to an item, it need not apply it to all
items. At the date of transition to SLFRSs, an entity shall test for impairment in accordance with LKAS 36 each
item for which thisexemptionisused. For the purposes of this paragraph, operations are subject to rate regulation
if they are governed by a framework for establishing the prices that can be charged to customers for goods or
services and that framework is subj ect toovers ght and/or approval by arate regul ator (as definedi in SLFRS 14
Regul atoryDeferral Accounts) oY : y
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Sri LankaAccounting Sandar d—SLFRS 15

Revenue from Contracts with Customers
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Sri LankaAccounting Sandar d—SLFRS 15
Revenue from Contracts with Customers

Sri LankaAccounting Standard 15 Revenue from Contracts with Customers(SLFRS 15) is set out in paragraphs 1-129 and
AppendicesA-C. All the paragraphs have equal authority. Paragraphsin bold type state the main principles. Termsdefined
in Appendix A areinitalicsthefirst timethat they appear in the Standard. Definitionsof other termsaregiveninthe Glossary
for Sri LankaAccounting Standards. The Standard should beread in the context of itsobjective and the Basisfor Conclusions,the
Preface to Sri Lanka Accounting Standards and the Conceptual Framework forFinancial Reporting. LKAS 8 Accounting
Poalicies, Changesin Accounting Estimates and Errors provides a basis for selecting and applying accounting policiesin
the absence of explicit guidance.

Objective

1 Theobjectiveof thisSandardistoestablishtheprinciplesthat an entity shall apply toreport useful information
tousersof financial statements about thenature, amount, timing and uncertainty of revenueand cash flows
arising from a contract with a customer.

M eetingthe Objective:

2 Tomeet theobjectivein paragraph 1, the core principle of this Standard isthat an entity shall recognise revenue
to depict the transfer of promised goods or services to customersin an amount that reflects the consideration to
which the entity expectsto be entitled in exchange for those goods or services.

3 Anentity shall consider the terms of the contract and all relevant factsand circumstances when applying this
Standard. An entity shall apply this Standard, including the use of any practical expedients, consistently to
contractswith similar characteristicsand in similar circumstances.

4 This Standard specifies the accounting for an individual contract with a customer. However, as a practical
expedient, an entity may apply this Standard to aportfolio of contracts (or performance obligations) with similar
characteristics if the entity reasonably expects that the effects on the financial statements of applying this
Standard to the portfolio would not differ materially from applying this Standard to the individual contracts (or
performance obligations) within that portfolio. When accounting for aportfolio, an entity shall use estimatesand
assumptions that reflect the size and composition of the portfolio.

Scope

5 Anentity shall apply this Standard to all contracts with customers, except the following:
(a) lease contracts within the scope of LKAS 17 Leases;
(b) insurance contracts within the scope of SLFRS 4 Insurance Contracts;

(c¢) financial instruments and other contractual rights or obligations within the scope of SLFRS 9 Financial
Instruments, SLFRS 10 Consolidated Financial Satements, SLFRS 11 Joint Arrangements, LKAS 27
Separate Financial Satementsand LKAS 28 Investments in Associates and Joint Ventures; and
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(d non-monetary exchanges between entities in the same line of business to facilitate sales to customers or
potential customers. For example, this Standard would not apply to a contract between two oil companies
that agree to an exchange of oil to fulfil demand from their customersin different specified locationson a
timely basis.

6 An entity shall apply this Standard to a contract (other than a contract listed in paragraph 5) only if the
counterparty to the contract is a customer. A customer is a party that has contracted with an entity to obtain
goods or servicesthat are an output of the entity’sordinary activitiesin exchangefor consideration. A counterparty
to the contract would not be a customer if, for example, the counterparty has contracted with the entity to
participate in an activity or processin which the parties to the contract sharein the risks and benefits that result
from the activity or process (such as developing an asset in a collaboration arrangement) rather than to obtain
the output of the entity’s ordinary activities.

7 A contract with a customer may be partially within the scope of this Standard and partially within the scope of
other Standards listed in paragraph 5.

(@ If the other Standards specify how to separate and/or initially measure one or more parts of the contract,
then an entity shall first apply the separation and/or measurement requirements in those Standards. An
entity shall exclude from the transaction price the amount of the part (or parts) of the contract that are
initially measured in accordance with other Standards and shall apply paragraphs 73-86 to allocate the
amount of the transaction price that remains (if any) to each performance obligation within the scope of
this Standard and to any other parts of the contract identified by paragraph 7(b).

(b) If the other Standards do not specify how to separate and/or initially measure one or more parts of the
contract, then the entity shall apply this Standard to separate and/or initially measure the part (or parts) of
the contract.

8 This Standard specifies the accounting for the incremental costs of obtaining acontract with acustomer and for
the costsincurred to fulfil acontract with a customer if those costs are not within the scope of another Standard
(see paragraphs 91-104). An entity shall apply those paragraphs only to the costs incurred that relate to a
contract with a customer (or part of that contract) that is within the scope of this Standard.

Recognition

I dentifying the contract

9 Anentity shall account for acontract with acustomer that iswithin the scopeof thisSandard only when all of
thefollowingcriteriaaremet:

(@) thepartiestothecontract haveapproved thecontract (in writing,orally or in accordancewith other
customary businesspractices) and arecommitted to perform their respectiveobligations;

(b) theentity canidentify each party’srightsregardingthegoodsor servicestobetransferred;
(¢) theentity canidentify the payment termsfor thegoodsor servicestobetransferred;

(d) thecontract hascommercial substance(ie. therisk, timingor amount of theentity’ sfuturecash flowsis
expected to changeasaresult of thecontract); and

(e) itisprobablethat theentity will collect theconsideration towhich it will beentitled in exchangefor the
goodsor servicesthat will betransferred tothe customer. I n evaluating whether collectability of an
amount of consider ation isprobable, an entity shall consider only thecustomer’sability and intention to
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pay that amount of consider ation when it isdue. Theamount of consider ation towhich theentity will be
entitled may belessthan thepricestated in thecontract if the consider ation isvariablebecausetheentity
may offer thecustomer apriceconcession (see paragraph 52).

A contract is an agreement between two or more parties that creates enforceable rights and obligations.
Enforceability of the rights and obligations in a contract is a matter of law. Contracts can be written, oral or
implied by an entity’s customary business practices. The practices and processes for establishing contracts with
customersvary acrosslegal jurisdictions, industries and entities. In addition, they may vary within an entity (for
example, they may depend on the class of customer or the nature of the promised goods or services). An entity
shall consider those practices and processes in determining whether and when an agreement with a customer
creates enforceable rights and obligations.

Some contracts with customers may have no fixed duration and can be terminated or modified by either party at
any time. Other contracts may automatically renew on aperiodic basisthat is specified in the contract. An entity
shall apply this Standard to the duration of the contract (ie. the contractual period) in which the parties to the
contract have present enforceable rights and obligations.

For the purpose of applying this Standard, a contract does not exist if each party to the contract hasthe unilateral
enforceabl e right to terminate awholly unperformed contract without compensating the other party (or parties).
A contract iswholly unperformed if both of the following criteriaare met:

(a) the entity has not yet transferred any promised goods or services to the customer; and

(b) the entity has not yet received, and is not yet entitled to receive, any consideration in exchange for
promised goods or services.

If acontract with a customer meets the criteriain paragraph 9 at contract inception, an entity shall not reassess
those criteria unless there is an indication of asignificant change in facts and circumstances. For example, if a
customer’s ability to pay the consideration deteriorates significantly, an entity would reassess whether it is
probable that the entity will collect the consideration to which the entity will be entitled in exchange for the
remaining goods or servicesthat will be transferred to the customer.

If a contract with a customer does not meet the criteria in paragraph 9, an entity shall continue to assess the
contract to determine whether the criteriain paragraph 9 are subsequently met.

When a contract with a customer does not meet the criteriain paragraph 9 and an entity receives consideration
from the customer, the entity shall recognize the consideration received as revenue only when either of the
following events has occurred:

(a) theentity hasnoremaining obligationsto transfer goodsor servicesto the customer and all, or substantially
all, of the consideration promised by the customer has been received by the entity and is non-refundable;
or

(b) the contract has been terminated and the consideration received from the customer is non-refundable.

An entity shall recognise the consideration received from a customer as a liability until one of the eventsin
paragraph 15 occurs or until the criteriain paragraph 9 are subsequently met (see paragraph 14). Depending on
the facts and circumstances rel ating to the contract, the liability recognised represents the entity’s obligation to
either transfer goods or services in the future or refund the consideration received. In either case, the liability
shall be measured at the amount of consideration received from the customer.
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Combination of contracts

17.  Anentity shall combine two or more contracts entered into at or near the same time with the same customer (or
related parties of the customer) and account for the contracts as asingle contract if one or more of the following
criteriaare met:

(a) thecontracts are negotiated as a package with asingle commercial objective;

(b) the amount of consideration to be paid in one contract depends on the price or performance of the other
contract; or

(c) the goods or services promised in the contracts (or some goods or services promised in each of the
contracts) are asingle performance obligation in accordance with paragraphs 22—30.

Contract modifications

18 A contract modificationisachangein the scope or price (or both) of acontract that is approved by the partiesto
the contract. In some industries and jurisdictions, a contract modification may be described as a change order, a
variation or an amendment. A contract modification exists when the partiesto a contract approve amodification
that either creates new or changes existing enforceable rights and obligations of the parties to the contract. A
contract modification could be approved in writing, by oral agreement or implied by customary business practices.
If the parties to the contract have not approved a contract modification, an entity shall continue to apply this
Standard to the existing contract until the contract modification is approved.

19 A contract modification may exist even though the partiesto the contract have adispute about the scope or price
(or both) of the modification or the parties have approved a change in the scope of the contract but have not yet
determined the corresponding changein price. In determining whether the rights and obligationsthat are created
or changed by a modification are enforceable, an entity shall consider all relevant facts and circumstances
including the terms of the contract and other evidence. If the partiesto a contract have approved achangein the
scope of the contract but have not yet determined the corresponding changein price, an entity shall estimate the
changeto the transaction price arising from the modification in accordance with paragraphs 50-54 on estimating
variable consideration and paragraphs 56-58 on constraining estimates of variable consideration.

20 Anentity shall account for a contract modification as a separate contract if both of the following conditionsare
present:

(a) thescope of the contract increases because of the addition of promised goods or services that are distinct
(in accordance with paragraphs 26-30); and

(b) the price of the contract increases by an amount of consideration that reflects the entity’s stand-alone
selling prices of the additional promised goods or services and any appropriate adjustments to that price
to reflect the circumstances of the particular contract. For example, an entity may adjust the stand-alone
selling price of an additional good or service for a discount that the customer receives, because it is not
necessary for the entity to incur the selling-related coststhat it would incur when selling asimilar good or
service to anew customer.

21 If acontract modification is not accounted for as a separate contract in accordance with paragraph 20, an entity
shall account for the promised goods or services not yet transferred at the date of the contract modification (ie
the remaining promised goods or services) in whichever of the following waysis applicable:

(a) Anentity shall account for the contract modification asif it were atermination of the existing contract and
the creation of anew contract, if the remaining goods or services are distinct from the goods or services
transferred on or before the date of the contract modification. The amount of consideration to be allocated
to the remaining performanceobligations (or to the remaining distinct goods or services in a single
performance obligation identified in accordance with paragraph 22(b)) isthe sum of :
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() the consideration promised by the customer (including amounts already received from the customer)
that was included in the estimate of the transaction price and that had not been recognised asrevenue;
and

(i) theconsideration promised as part of the contract modification.

(b) An entity shall account for the contract modification as if it were a part of the existing contract if the
remaining goods or services are not distinct and, therefore, form part of a single performance obligation
that is partially satisfied at the date of the contract modification. The effect that the contract modification
has on the transaction price, and on the entity’s measure of progress towards compl ete satisfaction of the
performance obligation, is recognised as an adjustment to revenue (either as an increase in or areduction
of revenue) at the date of the contract modification (ie the adjustment to revenue is made on acumulative
catch-up basis).

(c) If theremaining goods or services are acombination of items (a) and (b), then the entity shall account for
the effects of the modification on the unsatisfied (including partially unsatisfied) performance obligations
in the modified contract in amanner that is consistent with the objectives of this paragraph.

| dentifying performanceobligations

22

At contract inception, an entity shall assessthe goodsor servicespromised in a contract with acustomer and
shall identify asaperformanceobligation each promisetotransfer tothecustomer either:

(@) agood or service(or abundleof goodsor services) that isdistinct;or

(b) aseriesof distinct goodsor servicesthat are substantially the sameand that havethe same patter n of
transfer tothecustomer (seeparagraph 23).

A series of distinct goods or services has the same pattern of transfer to the customer if both of the following
criteriaaremet:

(a) eachdistinct good or servicein the series that the entity promises to transfer to the customer would meet
the criteriain paragraph 35 to be a performance obligation satisfied over time; and

(b) inaccordance with paragraphs 3940, the same method would be used to measure the entity’s progress
towards compl ete satisfaction of the performance obligation to transfer each distinct good or serviceinthe
series to the customer.

Promisesin contractswith customers

24 A contract with acustomer generally explicitly statesthe goods or servicesthat an entity promisesto transfer to

acustomer. However, the performance obligationsidentified in acontract with a customer may not belimited to
the goods or servicesthat are explicitly stated in that contract. Thisis because a contract with a customer may
alsoinclude promisesthat areimplied by an entity’s customary business practices, published policiesor specific
statementsif, at the time of entering into the contract, those promises create avalid expectation of the customer
that the entity will transfer a good or service to the customer.

Performance obligations do not include activities that an entity must undertake to fulfil a contract unless those
activitiestransfer agood or serviceto acustomer. For example, aservices provider may need to perform various
administrative tasks to set up a contract. The performance of those tasks does not transfer a service to the
customer as the tasks are performed. Therefore, those setup activities are not a performance obligation.
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Distinct goodsor services

26 Depending on the contract, promised goods or services may include, but are not limited to, the following:

(a) saleof goods produced by an entity (for example, inventory of amanufacturer);
(b) resaleof goods purchased by an entity (for example, merchandise of aretailer);

(c) resaleof rightstogoods or services purchased by an entity (for example, aticket resold by an entity acting
asaprincipal, asdescribed in paragraphs B34-B38);

(d) performing acontractually agreed-upon task (or tasks) for a customer;

(e) providing a service of standing ready to provide goods or services (for example, unspecified updates to
software that are provided on awhen-and-if-available basis) or of making goods or services available for
a customer to use as and when the customer decides;

(f) providing aservice of arranging for another party to transfer goods or servicesto acustomer (for example,
acting as an agent of another party, as described in paragraphs B34-B38);

(g) granting rightsto goods or servicesto be provided in the future that a customer can resell or provideto its
customer (for example, an entity selling a product to aretailer promises to transfer an additional good or
service to an individual who purchases the product from the retailer);

(h)  constructing, manufacturing or developing an asset on behalf of a customer;
(i) granting licences (see paragraphs B52-B63); and

(j) granting options to purchase additional goods or services (when those options provide a customer with
amaterial right, asdescribed in paragraphs B39-B43).

27 A good or servicethat is promised to acustomer isdistinct if both of the following criteriaare met:

(a) thecustomer can benefit fromthe good or service either onits own or together with other resourcesthat
arereadily available to the customer (ie the good or serviceis capable of being distinct); and

(b) theentity’spromiseto transfer the good or serviceto the customer is separately identifiable from other
promises in the contract (ie the good or service is distinct within the context of the contract).

28 A customer can benefit from agood or servicein accordance with paragraph 27(a) if the good or service could
be used, consumed, sold for anamount that is greater than scrap value or otherwise held in away that generates
economic benefits. For some goods or services, acustomer may be ableto benefit from agood or serviceonits
own. For other goods or services, acustomer may be ableto benefit from the good or service only in conjunction
with other readily available resources. A readily available resourceisagood or service that is sold separately
(by the entity or another entity) or aresource that the customer has already obtained from the entity (including
goodsor servicesthat the entity will have already transferred to the customer under the contract) or from other
transactions or events. Various factors may provide evidence that the customer can benefit from a good or
service either onitsown or in conjunction with other readily available resources. For example, thefact that the
entity regularly sellsagood or service separately would indicate that a customer can benefit from the good or
service onits own or with other readily available resources.

2  Factorsthat indicatethat an entity’s promiseto transfer agood or serviceto acustomer isseparately identifiable
(in accordance with paragraph 27(b)) include, but are not limited to, the following:
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(a) the entity does not provide a significant service of integrating the good or service with other goods or
services promised in the contract into abundle of goods or servicesthat represent the combined output for
which the customer has contracted. In other words, the entity is not using the good or service as an input
to produce or deliver the combined output specified by the customer.

(b) the good or service does not significantly modify or customise another good or service promised in the
contract.

(c) the good or service is not highly dependent on, or highly interrelated with, other goods or services
promised in the contract. For example, the fact that a customer could decide to not purchase the good or
service without significantly affecting the other promised goods or servicesin the contract might indicate
that the good or service is not highly dependent on, or highly interrelated with, those other promised
goods or services.

If apromised good or serviceis not distinct, an entity shall combine that good or service with other promised
goods or services until it identifies a bundle of goods or services that is distinct. In some cases, that would
result in the entity accounting for all the goods or services promised in a contract as a single performance
obligation.

Satisfaction of performanceobligations

31

A

An entity shall recogniserevenuewhen (or as) theentity satisfiesa performanceobligation by transferring
apromised good or service (iean asset) to a customer. An asset istransferred when (or as) the customer
obtainscontrol of that asset.

For each performance obligation identified in accordance with paragraphs 22—30, an entity shall determine at
contract inception whether it satisfiesthe performance obligation over time (in accordance with paragraphs 35—
37) or satisfiesthe performance obligation at apoint in time (in accordance with paragraph 38). If an entity does
not satisfy a performance obligation over time, the performance obligation is satisfied at apoint in time.

Goods and services are assets, even if only momentarily, when they are received and used (as in the case of
many services). Control of an asset refersto the ability to direct the use of, and obtain substantially all of the
remaining benefits from, the asset. Control includes the ability to prevent other entities from directing the use
of, and obtaining the benefits from, an asset. The benefits of an asset are the potential cash flows (inflows or
savings in outflows) that can be obtained directly or indirectly in many ways, such as by:

(a) using the asset to produce goods or provide services (including public services);
(b) using the asset to enhance the value of other assets;

(c) using the asset to settle liabilities or reduce expenses,

(d) selling or exchanging the asset;

(e) pledging the asset to secure aloan; and

(f) holding the asset.

When evaluating whether a customer obtains control of an asset, an entity shall consider any agreement to
repurchase the asset (see paragraphs B64-B76).
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Performanceobligationssatisfied over time

3P  Anentity transfers control of agood or service over timeand, therefore, satisfies a performance obligation and
recognisesrevenue over time, if one of thefollowing criteriais met:

(a) thecustomer simultaneously receives and consumes the benefits provided by the entity’s performance as
the entity performs (see paragraphs B3-B4);

(b) the entity’s performance creates or enhances an asset (for example, work in progress) that the customer
controls as the asset is created or enhanced (see paragraph B5); or

(c) theentity’s performance does not create an asset with an alternative use to the entity (see paragraph 36)
and the entity has an enforceabl e right to payment for performance compl eted to date (see paragraph 37).

¥  Anasset created by an entity’s performance does not have an alternative use to an entity if the entity is either
restricted contractually from readily directing the asset for another use during the creation or enhancement of
that asset or limited practically from readily directing the asset in its completed state for another use. The
assessment of whether an asset has an alternative use to the entity is made at contract inception. After contract
inception, an entity shall not update the assessment of the alternative use of an asset unless the parties to the
contract approve a contract modification that substantively changes the performance obligation. Paragraphs
B6-B8 provide guidance for assessing whether an asset has an alternative use to an entity.

37  An entity shall consider the terms of the contract, as well as any laws that apply to the contract, when
evaluating whether it has an enforceable right to payment for performance completed to date in accordance
with paragraph 35(c). Theright to payment for performance completed to date does not need to be for afixed
amount. However, at all timesthroughout the duration of the contract, the entity must be entitled to an amount
that at least compensates the entity for performance completed to date if the contract is terminated by the
customer or another party for reasons other than the entity’sfailureto perform as promised. Paragraphs B9-B13
provide guidance for assessing the existence and enforceability of aright to payment and whether an entity’s
right to payment would entitle the entity to be paid for its performance completed to date.

Performanceobligationssatisfied at apoint in time

3B  If aperformance obligation is not satisfied over time in accordance with paragraphs 35-37, an entity satisfies
the performance obligation at apoint intime. To determine the point in time at which acustomer obtains control
of apromised asset and the entity satisfies aperformance obligation, the entity shall consider the requirements
for control in paragraphs 31-34. In addition, an entity shall consider indicators of thetransfer of control, which
include, but are not limited to, thefollowing:

(a) Theentity has a present right to payment for the asset—if a customer is presently obliged to pay for an
asset, then that may indicate that the customer has obtained the ability to direct the use of, and obtain
substantially all of the remaining benefits from, the asset in exchange.

(b) The customer haslegal titleto the asset—Iegal title may indicate which party to a contract has the ability
to direct the use of, and obtain substantially all of the remaining benefits from, an asset or to restrict the
access of other entitiesto those benefits. Therefore, the transfer of legal title of an asset may indicate that
the customer has obtained control of the asset. If an entity retainslegal title solely as protection against the
customer’sfailureto pay, those rights of the entity would not preclude the customer from obtaining control
of an asset.
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(c) The entity has transferred physical possession of the asset—the customer’s physical possession of an
asset may indicate that the customer has the ability to direct the use of, and obtain substantially all of the
remaining benefits from, the asset or to restrict the access of other entities to those benefits. However,
physical possession may not coincidewith control of an asset. For example, in some repurchase agreements
and in some consignment arrangements, a customer or consignee may have physical possession of an
asset that the entity controls. Conversely, in some hill-and-hold arrangements, the entity may have physical
possession of an asset that the customer controls. Paragraphs B64-B76, B77-B78 and B79-B82 provide
guidance on accounting for repurchase agreements, consignment arrangements and bill-and-hold
arrangements, respectively.

(d) Thecustomer hasthe significant risksand rewards of ownership of the asset—thetransfer of the significant
risks and rewards of ownership of an asset to the customer may indicate that the customer has obtained the
ability to direct the use of, and obtain substantially all of the remaining benefits from, the asset. However,
when evaluating the risks and rewards of ownership of apromised asset, an entity shall exclude any risks
that giveriseto aseparate performance obligation in addition to the performance obligation to transfer the
asset. For exampl e, an entity may have transferred control of an asset to acustomer but not yet satisfied an
additional performance obligation to provide maintenance services related to the transferred asset.

(e) The customer has accepted the asset—the customer’s acceptance of an asset may indicate that it has
obtained the ability to direct the use of, and obtain substantially all of the remaining benefits from, the
asset. To evaluate the effect of a contractual customer acceptance clause on when control of an asset is
transferred, an entity shall consider the guidancein paragraphs B83-B86.

M easuring progr esstowar dscomplete satisfaction of a performanceobligation

For each performance obligation satisfied over timein accordance with paragraphs 35-37, an entity shall recognise
revenue over time by measuring the progress towards compl ete satisfaction of that performance obligation. The
objective when measuring progress is to depict an entity’s performance in transferring control of goods or
services promised to a customer (ie the satisfaction of an entity’s performance obligation).

An entity shall apply asingle method of measuring progressfor each performance obligation satisfied over time
and the entity shall apply that method consistently to similar performance obligationsand in similar circumstances.
At the end of each reporting period, an entity shall remeasure its progress towards compl ete satisfaction of a
performance obligation satisfied over time.

Methods for measuring progress

4

Appropriate methods of measuring progress include output methods and input methods. Paragraphs B14-B19
provide guidance for using output methods and input methodsto measure an entity’s progress towards compl ete
satisfaction of a performance obligation. In determining the appropriate method for measuring progress, an
entity shall consider the nature of the good or service that the entity promised to transfer to the customer.

When applying a method for measuring progress, an entity shall exclude from the measure of progress any
goodsor servicesfor which the entity does not transfer control to acustomer. Conversely, an entity shall include
in the measure of progress any goods or services for which the entity does transfer control to a customer when
satisfying that performance obligation.
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43

As circumstances change over time, an entity shall update its measure of progressto reflect any changesin the
outcome of the performance obligation. Such changes to an entity’s measure of progress shall be accounted for
as a change in accounting estimate in accordance with LKAS 8 Accounting Policies,Changes in Accounting
Estimatesand Errors.

Reasonable measures of progress

M

An entity shall recogniserevenuefor aperformance obligation satisfied over time only if the entity can reasonably
measure its progress towards compl ete satisfaction of the performance obligation. An entity would not be able
to reasonably measure its progress towards compl ete satisfaction of aperformance obligation if it lacksreliable
information that would be required to apply an appropriate method of measuring progress.

In some circumstances (for example, in the early stages of a contract), an entity may not be able to reasonably
measure the outcome of a performance obligation, but the entity expectsto recover the costsincurred in satisfying
the performance obligation. In those circumstances, the entity shall recognize revenue only to the extent of the
costsincurred until such time that it can reasonably measure the outcome of the performance obligation.

M easur ement

46

When (or as) a performanceobligation issatisfied, an entity shall recognise asrevenuethe amount of the
transaction price (which excludesestimatesof variable consider ation that ar econstrained in accor dancewith
par agraphs56-58) that isallocated to that perfor manceobligation.

Deter mining thetransaction price

a7

An entity shall consider the terms of the contract and its customary business practicesto determine the
transaction price. Thetransaction priceistheamount of consider ation towhich an entity expectstobeentitled
in exchangefor transferring promised goodsor servicesto a customer, excluding amountscollected on behalf
of third parties(for example, somesalestaxes). Theconsider ation promised in a contract with acustomer may
includefixed amounts, variableamounts, or both.

The nature, timing and amount of consideration promised by a customer affect the estimate of the transaction
price. When determining the transaction price,an entity shall consider the effects of all of the following:

(a) variableconsideration (see paragraphs 50-55 and 59);

(b) constraining estimates of variable consideration (see paragraphs 56-58);

(c) theexistenceof asignificant financing component in the contract (see paragraphs 60-65);
(d) non-cash consideration (see paragraphs 66-69); and

(e) consideration payable to a customer (see paragraphs 70-72).

For the purpose of determining the transaction price, an entity shall assume that the goods or services will be
transferred to the customer as promised in accordance with the existing contract and that the contract will not be
cancelled, renewed or modified.
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Variableconsideration

0

If the consideration promised in a contract includes a variable amount, an entity shall estimate the amount of
consideration to which the entity will be entitled in exchange for transferring the promised goods or servicesto
acustomer.

Anamount of consideration can vary because of discounts, rebates, refunds, credits, price concessions, incentives,
performance bonuses, penalties or other similar items. The promised consideration can also vary if an entity’s
entitlement to the consideration is contingent on the occurrence or non-occurrence of a future event. For
example, an amount of consideration would bevariableif either aproduct was sold with aright of return or afixed
amount is promised as a performance bonus on achievement of a specified milestone.

Thevariability relating to the consideration promised by a customer may be explicitly stated in the contract. In
addition to theterms of the contract, the promised consideration isvariableif either of thefollowing circumstances
exists:

(a) the customer has a valid expectation arising from an entity’s customarybusiness practices, published
policies or specific statements that the entity will accept an amount of consideration that is less than the
price stated inthe contract. That is, it isexpected that the entity will offer aprice concession. Depending on
the jurisdiction, industry or customer this offer may be referred to as a discount, rebate, refund or credit.

(b) other factsand circumstances indicate that the entity’s intention, when entering into the contract with the
customer, is to offer a price concession to the customer.

An entity shall estimate an amount of variable consideration by using either of thefollowing methods, depending
on which method the entity expectsto better predict the amount of consideration to which it will be entitled:

(a) Theexpected value—the expected valueisthe sum of probability-weighted amountsin arange of possible
consideration amounts. An expected value may be an appropriate estimate of the amount of variable
consideration if an entity has alarge number of contractswith similar characteristics.

(b) Themost likely amount—the most likely amount is the single most likely amount in arange of possible
consideration amounts (ie the single most likely outcome of the contract). The most likely amount may be
an appropriate estimate of the amount of variable consideration if the contract has only two possible
outcomes (for example, an entity either achieves a performance bonus or does not).

An entity shall apply one method consistently throughout the contract when estimating the effect of an
uncertainty on an amount of variable consideration to which the entity will be entitled. In addition, an entity shall
consider all theinformation (historical, current and forecast) that is reasonably available to the entity and shall
identify areasonable number of possible consideration amounts. Theinformation that an entity usesto estimate
the amount of variable consideration would typically be similar to theinformation that the entity’s management
uses during the bid-and-proposal process and in establishing prices for promised goods or services.

Refund liabilities

%

An entity shall recognise arefund liability if the entity receives consideration from a customer and expects to
refund someor all of that consideration to the customer. A refund liability is measured at the amount of consideration
received (or receivable) for which the entity does not expect to be entitled (ie amounts not included in the
transaction price). The refund liability (and corresponding change in the transaction price and, therefore, the
contractliability) shall be updated at the end of each reporting period for changes incircumstances. To account
for arefund liability relating to asalewith aright of return, an entity shall apply the guidancein paragraphs B20—
B27.
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Constraining estimates of variable consideration

%

An entity shall include in the transaction price some or all of an amount of variable consideration estimated in
accordance with paragraph 53 only to the extent that it ishighly probabl e that asignificant reversal in the amount
of cumulative revenue recognised will not occur when the uncertainty associated with the variable consideration
is subsequently resolved.

In assessing whether it is highly probable that a significant reversal in the amount of cumulative revenue
recognised will not occur once the uncertainty related to the variable consideration is subsequently resolved, an
entity shall consider both the likelihood and the magnitude of the revenue reversal. Factors that could increase
thelikelihood or the magnitude of arevenue reversal include, but are not limited to, any of the following:

(a) the amount of consideration is highly susceptible to factors outside the entity’s influence. Those factors
may includevolatility in amarket, the judgement or actions of third parties, weather conditionsand ahigh
risk of obsolescence of the promised good or service.

(b) theuncertainty about the amount of consideration is not expected to be resolved for along period of time.

(c) theentity’sexperience (or other evidence) with similar types of contractsislimited, or that experience (or
other evidence) haslimited predictive value.

(d) the entity has a practice of either offering a broad range of price concessions or changing the payment
termsand conditions of similar contractsin similar circumstances.

(e) the contract has a large number and broad range of possible consideration amounts.

An entity shall apply paragraph B63 to account for consideration in the form of a sales-based or usage-based
royalty that is promised in exchange for alicence of intellectual property.

Reassessment of variable consideration

Se)

At the end of each reporting period, an entity shall update the estimated transaction price (including updating its
assessment of whether an estimate of variable consideration is constrained) to represent faithfully the
circumstances present at the end of the reporting period and the changes in circumstances during the reporting
period. The entity shall account for changes in the transaction price in accordance with paragraphs 87-90.

Theexistence of asignificant financing component in the contract

60

In determining the transaction price, an entity shall adjust the promised amount of consideration for the effects
of thetime value of money if the timing of payments agreed to by the partiesto the contract (either explicitly or
implicitly) provides the customer or the entity with a significant benefit of financing the transfer of goods or
services to the customer. In those circumstances, the contract contains a significant financing component. A
significant financing component may exist regardless of whether the promise of financing isexplicitly stated in
the contract or implied by the payment terms agreed to by the parties to the contract.

The objective when adjusting the promised amount of consideration for asignificant financing component isfor
an entity to recognise revenue at an amount that reflects the price that a customer would have paid for the
promised goods or servicesif the customer had paid cash for those goods or services when (or as) they transfer
to the customer (ie the cash selling price). An entity shall consider all relevant facts and circumstances in
assessing whether acontract contains afinancing component and whether that financing component is significant
to the contract, including both of the following:
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(@ the difference, if any, between the amount of promised consideration and the cash selling price of the
promised goods or services; and

(b) the combined effect of both of the following:

(i) the expected length of time between when the entity transfers the promised goods or services to the
customer and when the customer pays for those goods or services; and

(i) theprevailinginterest ratesin the relevant market.

Notwithstanding the assessment in paragraph 61, a contract with a customer would not have a significant
financing component if any of the following factors exist:

(a) the customer paid for the goods or services in advance and the timing of the transfer of those goods or
servicesis at the discretion of the customer.

(b) asubstantial amount of the consideration promised by the customer is variable and the amount or timing
of that consideration varies on the basis of the occurrence or non-occurrence of afuture event that is not
substantially within the control of the customer or the entity (for example, if the considerationisasales-
based royalty).

(c) the difference between the promised consideration and the cash selling price of the good or service (as
described in paragraph 61) arises for reasons other than the provision of finance to either the customer or
the entity, and the difference between those amounts is proportional to the reason for the difference. For
example, the payment terms might provide the entity or the customer with protection from the other party
failing to adequately complete some or al of its obligations under the contract.

As apractical expedient, an entity need not adjust the promised amount of consideration for the effects of a
significant financing component if the entity expects, at contract inception, that the period between when the
entity transfers a promised good or service to a customer and when the customer pays for that good or service
will be oneyear or less.

To meet the objective in paragraph 61 when adjusting the promised amount of consideration for a significant
financing component, an entity shall use the discount rate that would be reflected in a separate financing
transaction between the entity and its customer at contract inception. That rate would reflect the credit
characteristics of the party receiving financing in the contract, aswell as any collateral or security provided by
the customer or the entity, including assets transferred in the contract. An entity may be able to determine that
rate by identifying the rate that discounts the nominal amount of the promised consideration to the price that the
customer would pay in cash for the goods or services when (or as) they transfer to the customer. After contract
inception, an entity shall not update the discount rate for changesin interest rates or other circumstances (such
as a change in the assessment of the customer’s credit risk).

An entity shall present the effects of financing (interest revenue or interest expense) separately from revenue
from contractswith customersin the statement of comprehensiveincome. Interest revenue or interest expenseis
recognised only to the extent that acontract asset (or receivable) or acontract liability isrecognised in accounting
for acontract with a customer.

Non-cash consider ation

66

To determine the transaction price for contractsin which acustomer promises consideration in aform other than
cash, an entity shall measure the non-cash consideration (or promise of non-cash consideration) at fair value.
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67 If an entity cannot reasonably estimate the fair value of the non-cash consideration, the entity shall measure the
consideration indirectly by reference to the stand-alone selling price of the goods or services promised to the
customer (or class of customer) in exchange for the consideration.

Thefair value of the non-cash consideration may vary because of the form of the consideration (for example, a
changeinthe price of asharetowhich an entity isentitled to receive from acustomer). If thefair value of the non-
cash consideration promised by acustomer variesfor reasons other than only the form of the consideration (for
example, thefair value could vary because of the entity’s performance), an entity shall apply the requirementsin
paragraphs 56-58.

@ If acustomer contributes goods or services (for example, materials, equipment or labour) to facilitate an entity’s
fulfilment of the contract, the entity shall assess whether it obtains control of those contributed goods or
services. If so, the entity shall account for the contributed goods or services as non-cash consideration received
from the customer.

Consider ation payabletoacustomer

70 Consideration payable to a customer includes cash amounts that an entity pays, or expects to pay, to the
customer (or to other parties that purchase the entity’s goods or services from the customer). Consideration
payableto acustomer also includes credit or other items (for example, a coupon or voucher) that can be applied
against amounts owed to the entity (or to other parties that purchase the entity’s goods or services from the
customer). An entity shall account for consideration payableto acustomer as areduction of the transaction price
and, therefore, of revenue unless the payment to the customer isin exchange for a distinct good or service (as
described in paragraphs 26-30) that the customer transfers to the entity. If the consideration payable to a
customer includes avariable amount, an entity shall estimate the transaction price (including assessing whether
the estimate of variable consideration is constrained) in accordance with paragraphs 50-58.

71 If consideration payable to a customer is a payment for a distinct good or service from the customer, then an
entity shall account for the purchase of the good or servicein the sasme way that it accounts for other purchases
from suppliers. If the amount of consideration payableto the customer exceedsthefair value of the distinct good
or service that the entity receives from the customer, then the entity shall account for such an excess as a
reduction of the transaction price. If the entity cannot reasonably estimate the fair value of the good or service
received from the customer, it shall account for all of the consideration payable to the customer as areduction of
the transaction price\

72 Accordingly, if consideration payable to a customer is accounted for as a reduction of the transaction price, an
entity shall recognise the reduction of revenue when (or as) the later of either of the following events occurs:

(a) the entity recognises revenue for the transfer of the related goods or services to the customer; and

(b) theentity paysor promisesto pay the consideration (even if the payment is conditional on afuture event).
That promise might be implied by the entity’s customary business practices.

Allocating thetransaction priceto performanceobligations

73 Theobjectivewhen allocating thetransaction priceisfor an entity toallocatethetransaction priceto each
performanceobligation (or distinct good or service) in an amount that depictstheamount of consider ation to
which the entity expectsto beentitled in exchangefor transferring the promised goodsor servicesto the
customer.
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74

To meet the allocation objective, an entity shall alocate the transaction price to each performance obligation
identified in the contract on a relative stand-alone selling price basis in accordance with paragraphs 76-80,
except as specified in paragraphs 81-83 (for allocating discounts) and paragraphs 84-86 (for allocating
consideration that includes variable amounts).

Paragraphs 7686 do not apply if acontract has only one performance obligation. However, paragraphs 84-86
may apply if an entity promisesto transfer aseries of distinct goodsor servicesidentified asasingle performance
obligation in accordance with paragraph 22(b) and the promised consideration includes variable amounts.

Allocation based on stand-aloneselling prices

76

To allocate the transaction price to each performance obligation on arelative stand-alone selling price basis, an
entity shall determinethe stand-alone selling price at contract inception of the distinct good or service underlying
each performance obligation in the contract and all ocate the transaction pricein proportion to those stand-alone
selling prices.

The stand-alone selling priceisthe price at which an entity would sell a promised good or service separately to
acustomer. The best evidence of astand-alone selling priceisthe observable price of agood or service when the
entity sells that good or service separately in similar circumstances and to similar customers. A contractually
stated price or alist price for agood or service may be (but shall not be presumed to be) the stand-alone selling
price of that good or service.

If astand-alone selling priceisnot directly observable, an entity shall estimate the stand-alone selling price at an
amount that would result in the allocation of the transaction price meeting the all ocation objective in paragraph
73. When estimating a stand-alone selling price, an entity shall consider all information (including market
conditions, entity-specific factors and information about the customer or class of customer) that is reasonably
available to the entity. In doing so, an entity shall maximise the use of observableinputs and apply estimation
methods consistently in similar circumstances.

Suitable methods for estimating the stand-al one selling price of agood or serviceinclude, but are not limited to,
thefollowing:

(a) Adjusted market assessment approach—an entity could evaluate the market in which it sells goods or
services and estimate the price that a customer in that market would be willing to pay for those goods or
services. That approach might also include referring to prices from the entity’s competitors for similar
goods or services and adjusting those prices as necessary to reflect the entity’s costs and margins.

(b) Expected cost plus a margin approach—an entity could forecast its expected costs of satisfying a
performance obligation and then add an appropriate margin for that good or service.

(¢) Residual approach—an entity may estimatethe stand-alone selling price by referenceto thetotal transaction
price less the sum of the observable stand-alone selling prices of other goods or services promised in the
contract. However, an entity may usearesidual approach to estimate, in accordance with paragraph 78, the
stand-alone selling price of agood or service only if one of the following criteriais met:

() theentity sellsthe same good or service to different customers (at or near the same time) for a broad
range of amounts (ie the selling price is highly variable because a representative stand-alone selling
price is not discernible from past transactions or other observable evidence); or

(i) the entity has not yet established a price for that good or service and the good or service has not
previously been sold on a stand-alone basis (ie the selling price is uncertain).
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8 A combination of methods may need to be used to estimate the stand-alone selling prices of the goods or
services promised in the contract if two or more of those goods or services have highly variable or uncertain
stand-alone selling prices. For example, an entity may use aresidual approach to estimate the aggregate stand-
alone selling price for those promised goods or services with highly variable or uncertain stand-alone selling
prices and then use another method to estimate the stand-alone selling prices of the individual goods or services
relative to that estimated aggregate stand-alone selling price determined by the residual approach. When an
entity uses acombination of methods to estimate the stand-alone selling price of each promised good or service
in the contract, the entity shall evaluate whether allocating the transaction price at those estimated stand-alone
salling priceswould be consistent with the allocation objectivein paragraph 73 and the requirementsfor estimating
stand-alone selling pricesin paragraph 78.

Allocation of adiscount

8L A customer receivesadiscount for purchasing abundle of goodsor servicesif the sum of the stand-alone selling
prices of those promised goods or services in the contract exceeds the promised consideration in a contract.
Except when an entity has observabl e evidence in accordance with paragraph 82 that the entire discount relates
to only one or more, but not all, performance obligations in a contract, the entity shall allocate a discount
proportionately to al performance obligations in the contract. The proportionate allocation of the discount in
those circumstancesisaconsequence of the entity all ocating the transaction price to each performance obligation
on the basis of the relative stand-alone selling prices of the underlying distinct goods or services.

& Anentity shall allocate adiscount entirely to one or more, but not al, performance obligationsin the contract if
all of thefollowing criteriaare met:

(a) theentity regularly sellseach distinct good or service (or each bundle of distinct goods or services) inthe
contract on a stand-alone basis;

(b) theentity also regularly sells on a stand-alone basis abundle (or bundles) of some of those distinct goods
or services at a discount to the stand-alone selling prices of the goods or services in each bundle; and

(c) thediscount attributable to each bundle of goods or services described in paragraph 82(b) is substantially
the same as the discount in the contract and an analysis of the goods or servicesin each bundle provides
observabl e evidence of the performance obligation (or performance obligations) to which the entire discount
in the contract belongs.

& If adiscount is allocated entirely to one or more performance obligations in the contract in accordance with
paragraph 82, an entity shall allocate the discount before using the residual approach to estimate the stand-alone
selling price of agood or service in accordance with paragraph 79(c).

Allocation of variableconsideration

81 Variableconsideration that is promised in acontract may be attributabl e to the entire contract or to aspecific part
of the contract, such as either of the following:

(a) oneor more, but not all, performance obligationsin the contract (for example, abonus may be contingent
on an entity transferring a promised good or service within a specified period of time); or

(b) oneor more, but not all, distinct goods or services promised in a series of distinct goods or services that
forms part of a single performance obligation in accordance with Paragraph 22(b) (for example, the
consideration promised for the second year of atwo-year cleaning service contract will increase on the
basis of movementsin aspecified inflation index).
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& An entity shall allocate a variable amount (and subsequent changes to that amount) entirely to a performance

obligation or to adistinct good or servicethat forms part of asingle performance obligation in accordance with
paragraph 22(b) if both of thefollowing criteriaare met:

(a) thetermsof avariable payment relate specifically to the entity’seffortsto satisfy the performance obligation
or transfer the distinct good or service (or to aspecific out comefrom satisfying the performance obligation
or transferring the distinct good or service); and

(b) alocating the variable amount of consideration entirely to the performance obligation or the distinct good
or serviceisconsi stent with the alocation objectivein paragraph 73 when considering al of the performance
obligations and payment terms in the contract.

Thedlocation requirementsin paragraphs 73-83 shall be applied to all ocate the remaining amount of thetransaction
price that does not meet the criteriain paragraph 85.

Changesin thetransaction price

87 After contract inception, the transaction price can change for various reasons, including the resolution of

uncertain events or other changes in circumstances that change the amount of consideration to which an entity
expects to be entitled in exchange for the promised goods or services.

An entity shall allocate to the performance obligationsin the contract any subsequent changesin the transaction
price on the same basisas at contract inception. Consequently, an entity shall not reall ocate the transaction price
to reflect changes in stand-alone selling prices after contract inception. Amounts allocated to a satisfied
performance obligation shall be recognised as revenue, or as areduction of revenue, in the period in which the
transaction price changes.

An entity shall allocate a change in the transaction price entirely to one or more, but not all, performance
obligations or distinct goods or services promised in a series that forms part of a single performance obligation
in accordance with paragraph 22(b) only if the criteriain paragraph 85 on allocating variable consideration are
met.

An entity shall account for a change in the transaction price that arises as aresult of a contract modificationin
accordance with paragraphs 18-21. However, for a change in the transaction price that occurs after a contract
modification, an entity shall apply paragraphs 87—-89 to all ocate the change in the transaction pricein whichever
of thefollowing waysisapplicable:

(a) Anentity shall allocate the changein the transaction price to the performance obligationsidentified in the
contract before the modification if, and to the extent that, the changein the transaction priceisattributable
to an amount of variable consideration promised before the modification and the modification is accounted
for in accordance with paragraph 21(a).

(b) Inall other casesin which the modification was not accounted for as a separate contract in accordance with
paragraph 20, an entity shall allocate the change in the transaction price to the performance obligationsin
the modified contract (ie the performance obligations that were unsatisfied or partially unsatisfied
immediately after the modification).
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Contract costs

I ncremental costsof obtaining a contract

91

An entity shall recogniseasan asset theincr emental costsof obtaining acontract with acustomer if theentity
expectstorecover thosecosts.

The incremental costs of obtaining a contract are those costs that an entity incurs to obtain a contract with a
customer that it would not haveincurred if the contract had not been obtained (for example, asalescommission).

Coststo obtain a contract that would have been incurred regardless of whether the contract was obtained shall
be recognised as an expense when incurred, unlessthose costs are explicitly chargeableto the customer regardless
of whether the contract is obtained.

As apractical expedient, an entity may recognise the incremental costs of obtaining a contract as an expense
when incurred if the amortisation period of the asset that the entity otherwise would have recognised isoneyear
or less.

Coststofulfil acontract

95

If thecostsincurred in fulfilling a contract with acustomer arenot within the scope of another Sandard (for
example, LKAS2 I nventories, LKAS 16 Property, Plant and Equipment or LK AS 38 I ntangible Assets), an
entity shall recognise an asset from the costsincurred to fulfil a contract only if those costs meet all of the
followingcriteria:

(8 thecostsredatedirectly toacontract or toan anticipated contract that theentity can specifically identify
(for example, costsrelatingto servicestobeprovided under renewal of an existing contract or costsof
designing an asset to betransferred under a specific contract that hasnot yet been approved);

(b) thecostsgenerateor enhanceresour cesof theentity that will beused in satisfying (or in continuingto
satisfy) performanceaobligationsin thefuture; and

(¢) thecostsareexpectedtoberecovered.

For costsincurred in fulfilling a contract with acustomer that are within the scope of another Standard, an entity
shall account for those costs in accordance with those other Standards.

Coststhat relate directly to a contract (or a specific anticipated contract) include any of the following:

(a) directlabour (for example, salaries and wages of employeeswho provide the promised servicesdirectly to
the customer);

(b) direct materials (for example, suppliesused in providing the promised servicesto acustomer);

(c) alocations of costs that relate directly to the contract or to contract activities (for example, costs of
contract management and supervision, insurance and depreciation of tools and equipment used in fulfilling
the contract);
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(d) coststhat are explicitly chargeable to the customer under the contract; and

(e) other coststhat areincurred only because an entity entered into the contract (for example, paymentsto sub
contractors).

An entity shall recognise the following costs as expenses when incurred:

(a) general and administrative costs (unless those costs are explicitly chargeable to the customer under the
contract, in which case an entity shall evaluate those costs in accordance with paragraph 97);

(b) costsof wasted materials, labour or other resourcesto fulfil the contract that were not reflected in the price
of the contract;

(c) coststhat relateto satisfied performance obligations (or partially satisfied performance obligations) inthe
contract (ie costs that relate to past performance); and

(d) costsfor which an entity cannot distinguish whether the costs rel ate to unsatisfied performance obligations
or to satisfied performance obligations (or partially satisfied performance obligations).

Amortisation and impair ment

PO

101

An asset recognised in accordance with paragraph 91 or 95 shall be amortised on a systematic basis that is
consistent with the transfer to the customer of the goods or services to which the asset relates. The asset may
relate to goods or services to be transferred under a specific anticipated contract (as described in paragraph

95(a)).

An entity shall update the amortisation to reflect a significant change in the entity’s expected timing of transfer
to the customer of the goods or services to which the asset relates. Such a change shall be accounted for as a
change in accounting estimate in accordance with LKAS 8.

An entity shall recognise an impairment lossin profit or 10ss to the extent that the carrying amount of an asset
recognised in accordance with paragraph 91 or 95 exceeds:

(a) the remaining amount of consideration that the entity expects to receive in exchange for the goods or
services to which the asset relates; less

(b) the costs that relate directly to providing those goods or services and that have not been recognised as
expenses (see paragraph 97).

For the purposes of applying paragraph 101 to determine the amount of consideration that an entity expects to
receive, an entity shall use the principles for determining the transaction price (except for the requirementsin
paragraphs 56-58 on constraining estimates of variable consideration) and adjust that amount to reflect the
effects of the customer’s credit risk.

Before an entity recognisesan impairment lossfor an asset recognised in accordance with paragraph 91 or 95, the
entity shall recognise any impairment loss for assets related to the contract that are recognised in accordance
with another Standard (for example, LKAS 2, LKAS 16 and LKAS 38). After applying the impairment test in
paragraph 101, an entity shall include the resulting carrying amount of the asset recognised in accordance with
paragraph 91 or 95 in the carrying amount of the cash-generating unit to which it belongs for the purpose of
applying LKAS 36 Impairment of Assetsto that cash-generating unit.
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104

Anentity shall recognisein profit or lossareversal of someor al of animpairment loss previously recognisedin
accordance with paragraph 101 when the impai rment conditions no longer exist or haveimproved. Theincreased
carrying amount of the asset shall not exceed the amount that would have been determined (net of amortisation)
if no impairment loss had been recognized previously.

Presentation

105

When either party toacontract hasperformed, an entity shall present thecontract in thestatement of financial
position asacontract asset or acontract liability, depending on therelationship between theentity’sperformance
and thecustomer’spayment. An entity shall present any unconditional rightsto consider ation separately asa
receivable.

If acustomer pays consideration, or an entity has aright to an amount of consideration that is unconditional (ie
areceivable), before the entity transfers a good or service to the customer, the entity shall present the contract
asacontract liability when the payment is made or the payment isdue (whichever isearlier). A contract liability
isan entity’s obligation to transfer goods or servicesto acustomer for which the entity hasreceived consideration
(or an amount of consideration is due) from the customer.

If an entity performs by transferring goods or servicesto a customer before the customer pays consideration or
before payment is due, the entity shall present the contract asa contract asset, excluding any amounts presented
as areceivable. A contract asset is an entity’s right to consideration in exchange for goods or services that the
entity has transferred to a customer. An entity shall assess a contract asset for impairment in accordance with
SLFRS 9. An impairment of a contract asset shall be measured, presented and disclosed on the same basisas a
financial asset that iswithin the scope of SLFRS 9 (see also paragraph 113(b)).

A receivable is an entity’sright to consideration that is unconditional. A right to consideration is unconditional
if only the passage of timeisrequired before payment of that consideration isdue. For example, an entity would
recognise areceivableif it has a present right to payment even though that amount may be subject to refund in
the future. An entity shall account for a receivable in accordance with SLFRS 9. Upon initial recognition of a
receivablefrom acontract with acustomer, any difference between the measurement of the receivablein accordance
with SLFRS 9 and the corresponding amount of revenue recognized shall be presented as an expense (for
example, asanimpairment 10ss).

This Standard uses the terms ‘ contract asset’ and ‘ contract liability’ but does not prohibit an entity from using
alternative descriptions in the statement of financial position for those items. If an entity uses an alternative
description for acontract asset, the entity shall provide sufficient information for auser of thefinancial statements
to distinguish between receivables and contract assets.

Disclosure

110

Theobjectiveof thedisclosurerequirementsisfor an entity to disclose sufficient infor mation to enableusers
of financial statementsto under stand the natur e, amount, timing and uncer tainty of revenueand cash flows
arising from contractswith customers. To achieve that objective, an entity shall disclose qualitative and
guantitativeinformation about all of thefollowing:

(a) itscontractswith customers(seeparagraphs113-122);

(b) thesignificant judgements, and changesin thejudgements, madein applyingthis Sandard tothose
contracts (seepar agraphs 123-126); and
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(¢) any assetsrecognised from the coststo obtain or fulfil acontract with acustomer in accordancewith
paragraph 91 or 95 (seeparagr aphs 127-128).

An entity shall consider thelevel of detail necessary to satisfy the disclosure objective and how much emphasis
to place on each of the various requirements. An entity shall aggregate or disaggregate disclosures so that useful
information isnot obscured by either theinclusion of alarge amount of insignificant detail or the aggregation of
items that have substantially different characteristics.

An entity need not disclose information in accordance with this Standard if it has provided the information in
accordance with another Standard.

Contractswith customers

113 Anentity shall discloseall of thefollowing amountsfor the reporting period unless those amounts are presented

separately in the statement of comprehensive income in accordance with other Standards:

(a) revenue recognised from contracts with customers, which the entity shall disclose separately from its
other sources of revenue; and

(b) any impairment losses recognised (in accordance with SLFRS 9) on any receivables or contract assets
arising from an entity’s contractswith customers, which the entity shall disclose separately from impairment
losses from other contracts.

Disaggr egation of revenue

114  Anentity shall disaggregate revenue recognised from contracts with customers into categories that depict how

the nature, amount, timing and uncertainty of revenue and cash flows are affected by economic factors. An entity
shall apply the guidance in paragraphs B87-B89 when selecting the categories to use to disaggregate revenue.

In addition, an entity shall disclose sufficient information to enable users of financial statementsto understand
the relationship between the disclosure of disaggregated revenue (in accordance with paragraph 114) and
revenue information that is disclosed for each reportable segment, if the entity applies SLFRS 8 Operating
Segments.

Contract balances

116

117

An entity shall discloseall of the following:

(a) the opening and closing balances of receivables, contract assets and contract liabilities from contracts
with customers, if not otherwise separately presented or disclosed;

(b) revenue recognised in the reporting period that was included in the contract liability balance at the
beginning of the period; and

(c) revenuerecognisedinthereporting period from performance obligations satisfied (or partially satisfied) in
previous periods (for example, changesin transaction price).

Anentity shall explain how thetiming of satisfaction of its performance obligations (see paragraph 119(a)) rel ates
to the typical timing of payment (see paragraph 119(b)) and the effect that those factors have on the contract
asset and the contract liability balances. The explanation provided may use qualitative information.
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118 Anentity shall provide an explanation of the significant changes in the contract asset and the contract liability
balances during the reporting period. The explanation shall include qualitative and quantitative information.
Examples of changes in the entity’s balances of contract assets and contract liabilities include any of the

following:

(a) changes due to business combinations;

(b) cumulative catch-up adjustments to revenue that affect the corresponding contract asset or contract
liability, including adjustments arising from achangein the measure of progress, achangein an estimate of
the transaction price (including any changes in the assessment of whether an estimate of variable
consideration is constrained) or a contract modification;

(c) impairment of acontract asset;

(d) achangeinthetimeframefor aright to consideration to become unconditional (iefor acontract asset to be
reclassified to areceivable); and

(e) achangein thetimeframe for a performance obligation to be satisfied (ie for the recognition of revenue

arising from acontract liability).

Performanceobligations

119 Anentity shall discloseinformation about its performance obligations in contracts with customers, including a
description of all of thefollowing:

(a)

(b)

(c)

(d)
(€)

when the entity typically satisfiesits performance obligations (for example, upon shipment, upon delivery,
as services are rendered or upon completion of service), including when performance obligations are
satisfied in abill-and-hold arrangement;

the significant payment terms (for example, when payment is typically due, whether the contract has a
significant financing component,whether the consideration amount is variable and whether the estimate of
variable consideration istypically constrained in accordance with paragraphs 56-58);

the nature of the goods or services that the entity has promised to transfer, highlighting any performance
obligationsto arrange for another party to transfer goods or services (ieif the entity isacting as an agent);

obligations for returns, refunds and other similar obligations; and

types of warranties and related obligations.

Transaction priceallocated totheremaining performanceobligations

120 Anentity shall disclose the following information about its remaining performance obligations:

(a)

(b)

0]

(i)

the aggregate amount of the transaction price allocated to the performance obligations that are unsatisfied
(or partially unsatisfied) as of the end of the reporting period; and

an explanation of when the entity expects to recognise as revenue the amount disclosed in accordance
with paragraph 120(a), which the entity shall disclosein either of the following ways:

on a quantitative basis using the time bands that would be most appropriate for the duration of the
remaining performance obligations; or

by using qualitative information.
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121 Asapractical expedient, an entity need not disclosetheinformation in paragraph 120 for aperformance obligation
if either of thefollowing conditionsis met:

(a) theperformance obligation ispart of a contract that has an original expected duration of one year or less;
or

(b) the entity recognises revenue from the satisfaction of the performance obligation in accordance with
paragraph B16.

122 Anentity shall explain qualitatively whether it isapplying the practical expedient in paragraph 121 and whether
any consideration from contracts with customers is not included in the transaction price and, therefore, not
included in theinformation disclosed in accordance with paragraph 120. For example, an estimate of thetransaction
price would not include any estimated amounts of variable consideration that are constrained (see paragraphs
56-58).

Significant judgementsin theapplication of thisSandard

123 An entity shall disclose the judgements, and changes in the judgements, made in applying this Standard that
significantly affect the determination of the amount and timing of revenue from contracts with customers. In
particular, an entity shall explain thejudgements, and changesin the judgements, used in determining both of the
following:

(a) thetiming of satisfaction of performance obligations (see paragraphs 124-125); and

(b) thetransaction price and the amounts allocated to performance obligations (see paragraph 126).

Deter mining thetiming of satisfaction of perfor manceobligations
124 For performance obligations that an entity satisfies over time, an entity shall disclose both of the following:

(a) themethods used to recogniserevenue (for example, adescription of the output methods or input methods
used and how those methods are applied); and

(b) anexplanation of why the methods used provide a faithful depiction of the transfer of goods or services.

125 For performance obligations satisfied at apoint in time, an entity shall disclose the significant judgements made
in evaluating when a customer obtains control of promised goods or services.

Determiningthetransaction priceand theamountsallocated to
performanceobligations
126 Anentity shall disclose information about the methods, inputs and assumptions used for all of the following:

(a) determining thetransaction price, whichincludes, but isnot limited to, estimating variable consideration,
adjusting the consideration for the effects of thetime val ue of money and measuring non-cash consideration;

(b) assessing whether an estimate of variable consideration is constrained;

(c) alocating the transaction price, including estimating stand-alone selling prices of promised goods or
services and all ocating discounts and variable consideration to aspecific part of the contract (if applicable);
and

(d) measuring obligationsfor returns, refunds and other similar obligations.
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Assetsrecognised from the coststo obtain or fulfil acontract with acustomer
127 Anentity shall describe both of the following:

(a) thejudgements made in determining the amount of the costsincurred to obtain or fulfil a contract with a
customer (in accordance with paragraph 91 or 95); and

(b) the method it uses to determine the amortisation for each reporting period.

128 Anentity shall disclose all of thefollowing:

(a) the closing balances of assets recognised from the costs incurred to obtain or fulfil a contract with a
customer (in accordance with paragraph 91 or 95), by main category of asset (for example, coststo obtain
contracts with customers, pre-contract costs and setup costs); and

(b) the amount of amortisation and any impairment losses recognised in the reporting period.

Practical expedients

120 If an entity elects to use the practical expedient in either paragraph 63 (about the existence of a significant
financing component) or paragraph 94 (about the incremental costs of obtaining a contract), the entity shall
disclose that fact.

AppendixA

Defined terms

This appendix is an integral part of the Sandard.

contract An agreement between two or more parties that creates enforceable rights and obligations.

contract asset Anentity’sright to consideration in exchangefor goods or servicesthat the entity hastransferred
to acustomer when that right is conditioned on something other than the passage of time (for
example, the entity’sfuture performance).

contract liability An entity’s obligation to transfer goods or services to a customer for which the entity has
received consideration (or the amount is due) from the customer.

customer A party that has contracted with an entity to obtain goods or services that are an output of the
entity’s ordinary activities in exchange for consideration.

income Increases in economic benefits during the accounting period in the form of inflows or
enhancements of assets or decreases of liabilitiesthat result in an increasein equity, other than
those relating to contributions from equity participants.

performanceobligation A promiseinacontract with acustomer to transfer to the customer either:
(a) agood or service (or abundle of goods or services) that is distinct; or

(b) aseriesof distinct goods or services that are substantialy the same and that have the
same pattern of transfer to the customer.

revenue Income arising in the course of an entity’s ordinary activities.
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stand-aloneselling price
(of agood or service) The price at which an entity would sell apromised good or service separately to acustomer.

transaction price (fora Theamount of consideration to which an entity expectsto be entitled in exchangefor transferring
contract with acustomer) promised goods or services to a customer, excluding amounts collected on behalf of third

Appendix B

parties.

Application Guidance

This appendix is an integral part of the Standard. It describes the application of paragraphs 1-129 and has the same
authority as the other parts of the Sandard.

Bl Thisapplication guidance is organised into the following categories:

(a)
(b)

(c)
(d)
(e)
(f)
(9)
(h)
(i)
0)
(k)
0
(m)
(n)

performance obligations satisfied over time (paragraphs B2—B13);

methods for measuring progress towards compl ete satisfaction of a performance obligation (paragraphs
B14-B19);

salewith aright of return (paragraphs B20-B27);

warranties (paragraphs B28-B33);

principal versus agent considerations (paragraphs B34-B38);

customer options for additional goods or services (paragraphs B39-B43);
customers' unexercised rights (paragraphs B44-B47);

non-refundable upfront fees (and some related costs) (paragraphs B48-B51);
licensing (paragraphs B52-B63);

repurchase agreements (paragraphs B64-B76);

consignment arrangements (paragraphs B77-B78);

bill-and-hold arrangements (paragraphs B79-B82);

customer acceptance (paragraphs B83-B86); and

disclosure of disaggregated revenue (paragraphs B87—-B89).

Performanceobligationssatisfied over time

B2 Inaccordancewith paragraph 35, aperformance obligation is satisfied over timeif one of thefollowing criteriais

met:
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(a) thecustomer simultaneously receives and consumes the benefits provided by the entity’s performance as
the entity performs (see paragraphs B3-B4);

(b) the entity’s performance creates or enhances an asset (for example, work in progress) that the customer
controls as the asset is created or enhanced (see paragraph B5); or

(c) the entity’s performance does not create an asset with an alternative use to the entity (see paragraphs
B6-B8) and the entity hasan enforceabl eright to payment for performance completed to date (see paragraphs
B9-B13).

Simultaneousr ecei pt and consumption of the benefitsof theentity’ s perfor mance (par agr aph 35(a))

B3

B4

For some types of performance obligations, the assessment of whether a customer receives the benefits of an
entity’s performance as the entity performs and simultaneously consumes those benefits as they are received
will be straightforward. Examplesinclude routine or recurring services (such asa cleaning service) inwhich the
recei pt and simultaneous consumption by the customer of the benefits of the entity’s performance can be readily
identified.

For other types of performance obligations, an entity may not be able to readily identify whether a customer
simultaneously receives and consumes the benefits from the entity’s performance as the entity performs. In
those circumstances, a performance obligation is satisfied over time if an entity determines that another entity
would not need to substantially re-perform the work that the entity has completed to date if that other entity were
to fulfil the remaining performance obligation to the customer. In determining whether another entity would not
need to substantially re-perform the work the entity has completed to date, an entity shall make both of the
following assumptions:

(a) disregard potential contractual restrictionsor practical limitationsthat otherwise would prevent the entity
from transferring the remaining performance obligation to another entity; and

(b) presume that another entity fulfilling the remainder of the performance obligation would not have the
benefit of any asset that is presently controlled by the entity and that would remain controlled by the entity
if the performance obligation were to transfer to another entity.

Customer controlstheasset asit iscreated or enhanced (paragraph 35(b))

B5

In determining whether a customer controls an asset as it is created or enhanced in accordance with paragraph
35(b), an entity shall apply the requirements for control in paragraphs 31-34 and 38. The asset that is being
created or enhanced (for example, awork-in-progress asset) could be either tangible or intangible.

Entity’ sperformancedoesnot createan asset with an alter native use (par agraph 35(c))

B6

I n assessing whether an asset has an alternative use to an entity in accordance with paragraph 36, an entity shall
consider the effects of contractual restrictionsand practical limitations on the entity’sability to readily direct that
asset for another use, such as selling it to adifferent customer. The possibility of the contract with the customer
being terminated is not arelevant consideration in assessing whether the entity would be able to readily direct
the asset for another use.
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B7

A contractual restriction on an entity’s ability to direct an asset for another use must be substantive for the asset
not to have an alternative use to the entity. A contractual restriction is substantiveif acustomer could enforceits
rights to the promised asset if the entity sought to direct the asset for another use. In contrast, a contractual
restriction is not substantiveif, for example, an asset islargely interchangeabl e with other assets that the entity
could transfer to another customer without breaching the contract and without incurring significant costs that
otherwise would not have been incurred in relation to that contract.

A practical limitation on an entity’s ability to direct an asset for another use exists if an entity would incur
significant economic losses to direct the asset for another use. A significant economic loss could arise because
the entity either would incur significant costs to rework the asset or would only be able to sell the asset at a
significant loss. For example, an entity may be practically limited from redirecting assetsthat either have design
specifications that are unique to a customer or are located in remote areas.

Right to payment for performancecompleted to date (par agraph 35(c))

B9

B10

B11

In accordance with paragraph 37, an entity hasaright to payment for performance compl eted to date if the entity
would be entitled to an amount that at |east compensates the entity for its performance completed to date in the
event that the customer or another party terminates the contract for reasons other than the entity’s failure to
perform as promised. An amount that would compensate an entity for performance completed to date would be
an amount that approximates the selling price of the goods or servicestransferred to date (for example, recovery
of the costsincurred by an entity in satisfying the performance obligation plus areasonable profit margin) rather
than compensation for only the entity’s potential loss of profit if the contract wereto beterminated. Compensation
for areasonable profit margin need not equal the profit margin expected if the contract wasfulfilled as promised,
but an entity should be entitled to compensation for either of the following amounts:

(a) aproportion of the expected profit margin in the contract that reasonably reflectsthe extent of the entity’s
performance under the contract before termination by the customer (or another party); or

(b) areasonable return on the entity’s cost of capital for similar contracts (or the entity’s typical operating
margin for similar contracts) if the contract-specific margin is higher than the return the entity usually
generatesfrom similar contracts.

An entity’s right to payment for performance completed to date need not be a present unconditional right to
payment. In many cases, an entity will have an unconditional right to payment only at an agreed-upon milestone
or upon compl ete satisfaction of the performance obligation. In assessing whether it has aright to payment for
performance completed to date, an entity shall consider whether it would have an enforceabl e right to demand or
retain payment for performance completed to date if the contract were to be terminated before completion for
reasons other than the entity’s failure to perform as promised.

In some contracts, acustomer may have aright to terminate the contract only at specified times during thelife of
the contract or the customer might not have any right to terminate the contract. If acustomer actsto terminate a
contract without having the right to terminate the contract at that time (including when a customer fails to
perform its obligations as promised), the contract (or other laws) might entitle the entity to continue to transfer
to the customer the goods or services promised in the contract and require the customer to pay the consideration
promised in exchange for those goods or services. In those circumstances, an entity has aright to payment for
performance completed to date because the entity hasaright to continueto perform itsobligationsin accordance
with the contract and to require the customer to perform its obligations (which include paying the promised
consideration).



| @200 : (I) ed¢w - B Cowr Y1 F® w@ISDHE Emided 5 Sens ©d wyw - 2014.08.16 45A

Part | @ Sec. (1) - GAZETTE EXTRAORDINARY OF THE DEMOCRATIC SOCIALIST REPUBLIC OF SRI LANKA - 16.08.2014

B12

B13

In assessing the existence and enforceability of aright to payment for performance completed to date, an entity
shall consider the contractual terms as well as any legislation or legal precedent that could supplement or
override those contractual terms. This would include an assessment of whether:

(a) legidation, administrative practice or legal precedent confers upon the entity a right to payment for
performance to date even though that right is not specified in the contract with the customer;

(b) relevant legal precedent indicates that similar rights to payment for performance completed to date in
similar contracts have no binding legal effect; or

(c) anentity’s customary business practices of choosing not to enforce aright to payment has resulted in the
right being rendered unenforceable in that legal environment. However, notwithstanding that an entity
may choose to waive its right to payment in similar contracts, an entity would continue to have aright to
payment to dateif, in the contract with the customer, itsright to payment for performance to date remains
enforceable.

The payment schedul e specified in acontract does not necessarily indicate whether an entity has an enforceable
right to payment for performance completed to date. Although the payment schedule in a contract specifiesthe
timing and amount of consideration that is payable by a customer, the payment schedule might not necessarily
provide evidence of the entity’s right to payment for performance completed to date. This is because, for
example, the contract could specify that the consideration received from the customer is refundabl e for reasons
other than the entity failing to perform as promised in the contract.

M ethodsfor measuring progresstowar dscomplete satisfaction of a performanceobligation

Bl4 Methods that can be used to measure an entity’s progress towards complete satisfaction of a performance

obligation satisfied over timein accordance with paragraphs 35-37 include the following:
(a) output methods (see paragraphs B15-B17); and
(b) input methods (see paragraphsB18-B19).

Output methods

B15

Output methods recognise revenue on the basis of direct measurements of the value to the customer of the
goods or services transferred to date relative to the remaining goods or services promised under the contract.
Output methods include methods such as surveys of performance completed to date, appraisals of results
achieved, milestones reached, time elapsed and units produced or units delivered. When an entity evaluates
whether to apply an output method to measure its progress, the entity shall consider whether the output
selected would faithfully depict the entity’s performance towards complete satisfaction of the performance
obligation. An output method would not provide afaithful depiction of the entity’s performance if the output
selected would fail to measure some of the goods or services for which control has transferred to the customer.
For example, output methods based on units produced or units delivered would not faithfully depict an entity’s
performancein satisfying aperformance obligation if, at the end of the reporting period, the entity’s performance
has produced work in progress or finished goods controlled by the customer that are not included in the
measurement of the output.
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B16

B17

Asapractical expedient, if an entity hasaright to consideration from a customer in an amount that corresponds
directly with the value to the customer of the entity’s performance completed to date (for example, a service
contract in which an entity bills a fixed amount for each hour of service provided), the entity may recognise
revenue in the amount to which the entity has aright to invoice.

The disadvantages of output methods are that the outputs used to measure progress may not be directly
observable and the information required to apply them may not be available to an entity without undue cost.
Therefore, an input method may be necessary.

I nput methods

B18

B19

I nput methods recogni se revenue on the basis of the entity’s efforts or inputsto the satisfaction of aperformance
obligation (for example, resources consumed, labour hours expended, costs incurred, time elapsed or machine
hours used) relative to the total expected inputsto the satisfaction of that performance obligation. If the entity’s
efforts or inputs are expended evenly throughout the performance period, it may be appropriate for the entity to
recognise revenue on a straight-line basis.

A shortcoming of input methodsisthat there may not be a direct relationship between an entity’sinputs and the
transfer of control of goodsor servicesto acustomer. Therefore, an entity shall exclude from an input method the
effects of any inputsthat, in accordance with the objective of measuring progressin paragraph 39, do not depict
the entity’s performancein transferring control of goods or servicesto the customer. For instance, when using a
cost-based input method, an adjustment to the measure of progress may be required in the following circumstances:

(a) Whenacostincurred does not contribute to an entity’s progress in satisfying the performance obligation.
For example, an entity would not recognise revenue on the basis of costsincurred that are attributable to
significant inefficienciesin the entity’s performance that were not reflected in the price of the contract (for
exampl e, the costs of unexpected amounts of wasted materials, |abour or other resourcesthat wereincurred
to satisfy the performance obligation).

(b) Whenacostincurredisnot proportionate to the entity’s progressin satisfying the performance obligation.
In those circumstances, the best depiction of the entity’s performance may be to adjust the input method
to recogniserevenue only to the extent of that cost incurred. For example, afaithful depiction of an entity’s
performance might be to recognise revenue at an amount equal to the cost of a good used to satisfy a
performance obligation if the entity expectsat contract inception that all of the following conditionswould
bemet:

(0] the good is not distinct;

(i)  thecustomer isexpected to obtain control of the good significantly before receiving servicesrelated to
the good;

(i) the cost of the transferred good is significant relative to the total expected costs to completely satisfy
the performance obligation; and

(iv) the entity procures the good from a third party and is not significantly involved in designing and
manufacturing the good (but the entity is acting as a principal in accordance with paragraphs
B34-B39).
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Salewith aright of return

B20

B21

B22

B23

B24

B25

B 26

B27

In some contracts, an entity transfers control of a product to a customer and also grants the customer the right
to return the product for various reasons (such as dissatisfaction with the product) and receive any combination
of thefollowing:

(a) afull or partial refund of any consideration paid;
(b) acredit that can be applied against amounts owed, or that will be owed, to the entity; and

(c) another product in exchange.

To account for the transfer of products with aright of return (and for some servicesthat are provided subject to
arefund), an entity shall recognise all of thefollowing: -

(a) revenue for the transferred products in the amount of consideration to which the entity expects to be
entitled (therefore, revenue would not be recognised for the products expected to be returned);

(b) arefund liability; and

(c) anasset (and corresponding adjustment to cost of sales) for its right to recover products from customers
on settling therefund liability.

An entity’s promise to stand ready to accept areturned product during the return period shall not be accounted
for as a performance obligation in addition to the obligation to provide arefund.

An entity shall apply the requirementsin paragraphs 47—72 (including the requirementsfor constraining estimates
of variable consideration in paragraphs 56-58) to determine the amount of consideration to which the entity
expectsto beentitled (ie excluding the products expected to be returned). For any amountsreceived (or receivable)
for which an entity does not expect to be entitled, the entity shall not recognise revenue when it transfers
products to customers but shall recognise those amounts received (or receivable) as a refund liability.
Subsequently, at the end of each reporting period, the entity shall update its assessment of amountsfor which it
expectsto beentitled in exchangefor the transferred products and make a corresponding changeto the transaction
price and, therefore, in the amount of revenue recognised.

An entity shall update the measurement of the refund liability at the end of each reporting period for changesin
expectations about the amount of refunds. An entity shall recognise corresponding adjustments as revenue (or
reductions of revenue).

An asset recognised for an entity’sright to recover products from a customer on settling arefund liability shall
initially be measured by referenceto theformer carrying amount of the product (for example, inventory) lessany
expected costs to recover those products (including potential decreases in the value to the entity of returned
products). At the end of each reporting period, an entity shall update the measurement of the asset arising from
changes in expectations about products to be returned. An entity shall present the asset separately from the
refund liability.

Exchanges by customers of one product for another of the sametype, quality, condition and price (for example,
one colour or size for another) are not considered returns for the purposes of applying this Standard.

Contracts in which a customer may return a defective product in exchange for a functioning product shall be
evaluated in accordance with the guidance on warranties in paragraphs B28-B33.
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Warranties

B28

B29

B30

B3l

B32

B33

Itiscommon for an entity to provide (in accordance with the contract, thelaw or the entity’s customary business
practices) a warranty in connection with the sale of a product (whether a good or service). The nature of a
warranty can vary significantly across industries and contracts. Some warranties provide a customer with
assurance that the related product will function as the parties intended because it complies with agreed-upon
specifications. Other warranties provide the customer with aservicein addition to the assurance that the product
complies with agreed-upon specifications.

If acustomer has the option to purchase a warranty separately (for example, because the warranty is priced or
negotiated separately), the warranty isadistinct service because the entity promisesto providethe serviceto the
customer in addition to the product that has the functionality described in the contract. In those circumstances,
an entity shall account for the promised warranty as a performance obligation in accordance with paragraphs 22—
30 and allocate a portion of the transaction price to that performance obligation in accordance with paragraphs
73-86.

If acustomer does not have the option to purchase awarranty separately, an entity shall account for the warranty
in accordance with LKAS 37 Provisions,Contingent Liabilities and Contingent Assets unless the promised
warranty, or a part of the promised warranty, provides the customer with a service in addition to the assurance
that the product complies with agreed-upon specifications.

In assessing whether awarranty provides a customer with aservice in addition to the assurance that the product
complies with agreed-upon specifications, an entity shall consider factors such as:

(a) Whether the warranty is required by lav—if the entity is required by law to provide a warranty, the
existence of that law indicates that the promised warranty is not a performance obligation because such
requirementstypically exist to protect customers from the risk of purchasing defective products.

(b) Thelength of the warranty coverage period—the longer the coverage period, the morelikely it isthat the
promised warranty isaperformance obligation becauseitismorelikely to provideaservicein addition to
the assurance that the product complies with agreed-upon specifications.

(c) The nature of the tasks that the entity promises to perform—if it is necessary for an entity to perform
specified tasks to provide the assurance that a product complies with agreed-upon specifications (for
example, areturn shipping service for a defective product), then those tasks likely do not giveriseto a
performance obligation.

If awarranty, or a part of awarranty, provides a customer with a service in addition to the assurance that the
product complieswith agreed-upon specifications, the promised serviceisaperformance obligation. Therefore,
an entity shall alocate the transaction price to the product and the service. If an entity promises both an
assurance-type warranty and a service-type warranty but cannot reasonably account for them separately, the
entity shall account for both of the warranties together as a single performance obligation.

A law that requires an entity to pay compensation if its products cause harm or damage does not giveriseto a
performance obligation. For example, amanufacturer might sell productsin ajurisdictioninwhich thelaw holds
the manufacturer liablefor any damages (for example, to personal property) that might be caused by aconsumer
using aproduct for itsintended purpose. Similarly, an entity’s promise to indemnify the customer for liabilities
and damages arising from claims of patent, copyright, trademark or other infringement by the entity’s products
does not give rise to a performance obligation. The entity shall account for such obligations in accordance with
LKAS37.
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Principal ver susagent consider ations

B34

B35

B36

B37

B38

When another party isinvolved in providing goods or servicesto a customer, the entity shall determine whether
the nature of its promiseisaperformance obligation to provide the specified goods or servicesitself (iethe entity
isaprincipal) or to arrange for the other party to provide those goods or services (ie the entity is an agent).

An entity isaprincipal if the entity controls a promised good or service before the entity transfers the good or
serviceto acustomer. However, an entity isnot necessarily acting asaprincipal if the entity obtainslegal title of
aproduct only momentarily beforelegal titleistransferred to acustomer. An entity that isaprincipal in acontract
may satisfy a performance obligation by itself or it may engage another party (for example, a subcontractor) to
satisfy some or al of a performance obligation on its behalf. When an entity that is a principal satisfies a
performance obligation, the entity recognises revenue in the gross amount of consideration to which it expects
to be entitled in exchange for those goods or services transferred.

Anentity isan agent if the entity’s performance obligation isto arrange for the provision of goods or services by
another party. When an entity that is an agent satisfies a performance obligation, the entity recognises revenue
in the amount of any fee or commission to which it expectsto be entitled in exchange for arranging for the other
party to provide its goods or services. An entity’s fee or commission might be the net amount of consideration
that the entity retains after paying the other party the consideration received in exchange for the goods or
services to be provided by that party.

Indicators that an entity is an agent (and therefore does not control the good or service before it is provided to
acustomer) includethefollowing:

(a) another party isprimarily responsiblefor fulfilling the contract;

(b) theentity does not have inventory risk before or after the goods have been ordered by a customer, during
shipping or on return;

(c) the entity does not have discretion in establishing prices for the other party’s goods or services and,
therefore, the benefit that the entity can receive from those goods or servicesis limited;

(d) theentity’sconsideration isin the form of acommission; and

(e) theentity isnot exposed to credit risk for the amount receivable from acustomer in exchange for the other
party’s goods or services.

If another entity assumes the entity’s performance obligations and contractual rightsin the contract so that the
entity isno longer obliged to satisfy the performance obligation to transfer the promised good or serviceto the
customer (ie the entity is no longer acting as the principal), the entity shall not recognise revenue for that
performance obligation. Instead the entity shall evaluate whether to recognisc revenue satisfying aPerformance
obligation to obtain a contract for the other party (ie whether the entity is acting as an agent).

Customer optionsfor additional goodsor services

B39

B40

Customer optionsto acquire additional goods or servicesfor freeor at adiscount comein many forms, including
sales incentives, customer award credits (or points), contract renewal options or other discounts on future
goods or services.

If, in acontract, an entity grants a customer the option to acquire additional goods or services, that option gives
riseto aperformance obligation in the contract only if the option providesamaterial right to the customer that it
would not receive without entering into that contract (for example, adiscount that isincremental to the range of
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B4l

B42

B43

discounts typically given for those goods or services to that class of customer in that geographical area or
market). If the option providesamaterial right to the customer, the customer in effect paysthe entity in advance
for future goods or services and the entity recogni ses revenue when those future goods or services are transferred
or when the option expires.

If acustomer hasthe option to acquire an additional good or service at aprice that would reflect the stand-alone
selling price for that good or service, that option does not provide the customer with amaterial right even if the
option can be exercised only by entering into aprevious contract. In those cases, the entity has made a marketing
offer that it shall account for in accordance with this Standard only when the customer exercises the option to
purchase the additional goods or services.

Paragraph 74 requires an entity to allocate the transaction price to performance obligations on arelative stand-
alone selling price basis. If the stand-alone selling price for a customer’s option to acquire additional goods or
services is not directly observable, an entity shall estimate it. That estimate shall reflect the discount that the
customer would obtain when exercising the option, adjusted for both of the following:

(a) any discount that the customer could receive without exercising the option; and
(b) thelikelihood that the option will be exercised.

If acustomer hasamaterial right to acquire future goods or servicesand those goods or servicesare similar tothe
original goods or servicesin the contract and are provided in accordance with the terms of the original contract,
then an entity may, asapractical alternativeto estimating the stand-alone selling price of the option, allocate the
transaction priceto the optional goods or services by reference to the goods or services expected to be provided
and the corresponding expected consideration. Typically, those types of options are for contract renewals.

Customers unexercised rights

B44

B45

B46

B47

In accordance with paragraph 106, upon receipt of a prepayment from a customer, an entity shall recognise a
contract liability in the amount of the prepayment for its performance obligation to transfer, or to stand ready to
transfer, goods or services in the future. An entity shall derecognise that contract liability (and recognise
revenue) when it transfers those goods or services and, therefore, satisfies its performance obligation.

A customer’s non-refundable prepayment to an entity gives the customer aright to receive agood or servicein
the future (and obliges the entity to stand ready to transfer a good or service). However, customers may not
exercise al of their contractual rights. Those unexercised rights are often referred to as breakage.

If an entity expects to be entitled to a breakage amount in a contract liability, the entity shall recognise the
expected breakage amount asrevenuein proportion to the pattern of rights exercised by the customer. If an entity
does not expect to be entitled to a breakage amount, the entity shall recogni se the expected breakage amount as
revenue when the likelihood of the customer exercising its remaining rights becomes remote. To determine
whether an entity expects to be entitled to a breakage amount, the entity shall consider the requirements in
paragraphs 56-58 on constraining estimates of variable consideration.

An entity shall recognise a liability (and not revenue) for any consideration received that is attributable to a
customer’s unexercised rightsfor which the entity isrequired to remit to another party, for example, agovernment
entity in accordance with applicable unclaimed property laws.
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Non-refundableupfront fees(and somer elated costs)

B48

B49

B0

B51

In some contracts, an entity charges a customer a non-refundable upfront fee at or near contract inception.
Examplesincludejoining feesin health club membership contracts, activation feesin tel ecommunication contracts,
set-up to fees in some services contracts and initial feesin some supply contracts.

To identify performance obligations in such contracts, an entity shall assess whether the fee relates to the
transfer of a promised good or service. In many cases, even though a non-refundable upfront fee relates to an
activity that the entity is required to undertake at or near contract inception to fulfil the contract, that activity
does not result in the transfer of a promised good or service to the customer (see paragraph 25). Instead, the
upfront fee is an advance payment for future goods or services and, therefore, would be recognised as revenue
when those future goods or services are provided. The revenue recognition period would extend beyond the
initial contractual period if the entity grants the customer the option to renew the contract and that option
providesthe customer with amaterial right as described in paragraph B40.

If the non-refundabl e upfront fee relatesto agood or service, the entity shall evaluate whether to account for the
good or service as a separate performance obligation in accordance with paragraphs 22—30.

An entity may charge anon-refundablefeein part as compensation for costsincurred in setting up a contract (or
other administrative tasks as described in paragraph 25). If those set-up activities do not satisfy a performance
obligation, the entity shall disregard those activities (and related costs) when measuring progressin accordance
with paragraph B19. That is because the costs of set-up activities do not depict the transfer of services to the
customer. The entity shall assess whether costs incurred in setting up a contract have resulted in an asset that
shall be recognised in accordance with paragraph 95.

Licensing

B52

B53

B54

A licence establishesacustomer’srightsto theintellectual property of an entity. Licencesof intellectual property
may include, but are not limited to, any of the following:

(a) software and technology;
(b)  motion pictures, music and other forms of media and entertainment;
(c) franchises; and

(d) patents, trademarks and copyrights.

In addition to a promise to grant alicence to a customer, an entity may also promise to transfer other goods or
services to the customer. Those promises may be explicitly stated in the contract or implied by an entity’s
customary business practices, published policies or specific statements (see paragraph 24). Aswith other types
of contracts, when a contract with a customer includes apromiseto grant alicence in addition to other promised
goods or services, an entity applies paragraphs 22—30 to identify each of the performance obligations in the
contract.

If the promiseto grant alicenceisnot distinct from other promised goods or servicesin the contract in accordance
with paragraphs 26-30, an entity shall account for the promiseto grant alicence and those other promised goods
or services together as a single performance obligation. Examples of licences that are not distinct from other
goods or services promised in the contract include the following:
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B55

B56

(a) alicencethat forms a component of atangible good and that isintegral to the functionality of the good;
and

(b) alicencethat the customer can benefit from only in conjunction with arelated service (such asan online
service provided by the entity that enables, by granting alicence, the customer to access content).

If the licence is not distinct, an entity shall apply paragraphs 31-38 to determine whether the performance
obligation (which includesthe promised licence) isaperformance obligation that is satisfied over time or satisfied
atapointintime.

If the promise to grant the licence is distinct from the other promised goods or services in the contract and,
therefore, the promiseto grant thelicenceis aseparate performance obligation, an entity shall determinewhether
the licence transfers to a customer either at apoint in time or over time. In making this determination, an entity
shall consider whether the nature of the entity’s promise in granting the licence to a customer is to provide the
customer with either:

(a) arightto accessthe entity’sintellectual property asit exists throughout the licence period; or

(b) arighttousetheentity’sintellectual property asit existsat the point intime at which thelicenceisgranted.

Deter mining the natur eof theentity’ spromise

B57

B53

To determine whether an entity’s promise to grant alicence provides a customer with either aright to access an
entity’sintellectual property or aright to use an entity’sintellectual property, an entity shall consider whether a
customer can direct the use of, and obtain substantially all of the remaining benefits from, alicence at the point
in time at which the licence is granted. A customer cannot direct the use of, and obtain substantially all of the
remaining benefitsfrom, alicence at the point intime at which thelicenceisgranted if theintellectual property to
which the customer has rights changes throughout the licence period. Theintellectual property will change (and
thus affect the entity’s assessment of when the customer controls the licence) when the entity continues to be
involved withitsintellectual property and the entity undertakes activitiesthat significantly affect theintellectual
property to which the customer has rights. In these cases, the licence provides the customer with a right to
access the entity’s intellectual property (see paragraph B58). In contrast, a customer can direct the use of, and
obtain substantially all of the remaining benefits from, the licence at the point in time at which the licence is
granted if theintellectual property to which the customer hasrightswill not change (see paragraph B61). Inthose
cases, any activitiesundertaken by the entity merely changeits own asset (iethe underlying intellectual property),
which may affect the entity’s ability to provide future licences; however, those activities would not affect the
determination of what the licence provides or what the customer controls.

The nature of an entity’s promise in granting a licence is a promise to provide a right to access the entity’s
intellectual property if al of thefollowing criteriaare met:

(a) the contract requires, or the customer reasonably expects, that the entity will undertake activities that
significantly affect the intellectual property to which the customer has rights (see paragraph B59);

(b) therights granted by the licence directly expose the customer to any positive or negative effects of the
entity’sactivitiesidentified in paragraph B58(a); and

(c) thoseactivitiesdo not result in the transfer of agood or aservice to the customer as those activities occur
(see paragraph 25).
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B59

B60

B61

B62

Factors that may indicate that a customer could reasonably expect that an entity will undertake activities that
significantly affect theintellectual property include the entity’s customary business practices, published policies
or specific statements. Although not determinative, the existence of a shared economic interest (for example, a
sales-based royalty) between the entity and the customer related to the intellectual property to which the
customer has rights may also indicate that the customer could reasonably expect that the entity will undertake
such activities.

If thecriteriain paragraph B58 are met, an entity shall account for the promiseto grant alicence as aperformance
obligation satisfied over time because the customer will simultaneously receive and consume the benefit from the
entity’s performance of providing accessto its intellectual property as the performance occurs (see paragraph
35(a)). An entity shall apply paragraphs 3945 to select an appropriate method to measure its progress towards
complete satisfaction of that performance obligation to provide access.

If the criteriain paragraph B58 are not met, the nature of an entity’spromiseisto provide aright to usetheentity’s
intellectual property asthat intellectual property exists (in terms of form and functionality) at the point intime at
which the licence is granted to the customer. This means that the customer can direct the use of, and obtain
substantially all of the remaining benefitsfrom, the licence at the point in time at which the licence transfers. An
entity shall account for the promise to provide aright to use the entity’sintellectual property as a performance
obligation satisfied at a point in time. An entity shall apply paragraph 38 to determine the point in time at which
the licence transfers to the customer. However, revenue cannot be recognised for alicence that provides aright
to use the entity’sintellectual property before the beginning of the period during which the customer is ableto
use and benefit from the licence. For example, if asoftware licence period begins before an entity provides (or
otherwise makes available) to the customer acode that enablesthe customer toimmediately use the software, the
entity would not recognise revenue before that code has been provided (or otherwise made available).

An entity shall disregard the following factors when determining whether alicence providesaright to accessthe
entity’sintellectual property or aright to use the entity’sintellectual property:

(@ Restrictionsof time, geographical region or use—those restrictions define the attributes of the promised
licence, rather than define whether the entity satisfiesits performance obligation at apoint intime or over
time.

(b) Guarantees provided by the entity that it has avalid patent to intellectual property and that it will defend
that patent from unauthorised use—a promise to defend a patent right is not a performance obligation
because the act of defending a patent protects the value of the entity’s intellectual property assets and
provides assurance to the customer that the licence transferred meets the specifications of the licence
promised in the contract.

Sales-based or usage-based royalties

B63 Notwithstanding the requirements in paragraphs 56-59, an entity shall recognise revenue for a sales-based or

usage-based royalty promised in exchangefor alicence of intellectual property only when (or as) thelater of the
following events occurs:

(a) the subsequent sale or usage occurs; and

(b) the performance obligation to which some or all of the sales-based or usage-based royalty has been
allocated has been satisfied (or partially satisfied).



S54A

PART |

| @008 : (1) ed¢w - B Cowr Y1 F® ©w@IEDHE Smided 5 Sens v wyw - 2014.08.16
: Sec. (I) - GAZETTE EXTRAORDINARY OF THE DEMOCRATIC SOCIALIST REPUBLIC OF SRI LANKA - 16.08.2014

Repur chase agreements

B64

B65

A repurchase agreement isacontract in which an entity sells an asset and al so promises or hasthe option (either
in the same contract or in another contract) to repurchase the asset. The repurchased asset may be the asset that
was originally sold to the customer, an asset that is substantially the same asthat asset, or another asset of which
the asset that was originally sold is a component.

Repurchase agreements generally comein three forms:
(a) an entity’s obligation to repurchase the asset (aforward);
(b) an entity’sright to repurchase the asset (a call option); and

(c) anentity’s obligation to repurchase the asset at the customer’s request (a put option).

A forward or acall option

B66

B67

B69

If an entity has an obligation or aright to repurchase the asset (aforward or a call option), acustomer does not
obtain control of the asset because the customer islimited initsability to direct the use of, and obtain substantially
all of the remaining benefits from, the asset even though the customer may have physical possession of the
asset. Consequently, the entity shall account for the contract as either of the following:

(a) aleaseinaccordancewith LKAS17 Leasesif theentity can or must repurchase the asset for an amount that
islessthan the original selling price of the asset; or

(b) afinancing arrangement in accordance with paragraph B68 if the entity can or must repurchase the asset
for an amount that is equal to or more than the original selling price of the asset.

When comparing the repurchase price with the selling price, an entity shall consider the time value of money.

If the repurchase agreement is afinancing arrangement, the entity shall continue to recognise the asset and also
recognise afinancial liability for any consideration received from the customer. The entity shall recognise the
difference between the amount of consideration received from the customer and the amount of consideration to
be paid to the customer asinterest and, if applicable, as processing or holding costs (for example, insurance).

If the option lapses unexercised, an entity shall derecognise the liability and recognise revenue.

A put option

B70

If an entity has an obligation to repurchase the asset at the customer’s request (a put option) at a price that is
lower than the original selling price of the asset, the entity shall consider at contract inception whether the
customer has a significant economic incentive to exercise that right. The customer’s exercising of that right
results in the customer effectively paying the entity consideration for the right to use a specified asset for a
period of time. Therefore, if the customer has a significant economic incentive to exercise that right, the entity
shall account for the agreement asaleasein accordance with LKAS 17.



PART | :

@206 : (|) e8¢ - B Cor Y1 P D w1818 Emoded @8 Dens ©d wyw - 2014.08.16 S5A
Sec. (1) - GAZETTE EXTRAORDINARY OF THE DEMOCRATIC SOCIALIST REPUBLIC OF SRI LANKA - 16.08.2014

B71

B72

B73

B74

B75
B76

To determine whether a customer has a significant economic incentive to exercise its right, an entity shall
consider various factors, including the relationship of the repurchase price to the expected market value of the
asset at the date of the repurchase and the amount of time until the right expires. For example, if the repurchase
priceis expected to significantly exceed the market value of the asset, this may indicate that the customer hasa
significant economic incentive to exercise the put option.

If the customer does not have asignificant economicincentiveto exerciseitsright at apricethat islower thanthe
original selling price of the asset, the entity shall account for the agreement asif it were the sale of aproduct with
aright of return as described in paragraphs B20-B27.

If the repurchase price of the asset is equal to or greater than the original selling price and is more than the
expected market value of the asset, the contract is in effect a financing arrangement and, therefore, shall be
accounted for as described in paragraph B68.

If the repurchase price of the asset is equal to or greater than the original selling price and is less than or equal
to the expected market value of the asset, and the customer does not have a significant economic incentive to
exerciseitsright, then the entity shall account for the agreement asiif it were the sale of aproduct with aright of
return as described in paragraphs B20-B27.

When comparing the repurchase price with the selling price, an entity shall consider the time value of money.

If the option lapses unexercised, an entity shall derecognise the liability and recognise revenue.

Consignment arrangements

B77

B78

When an entity delivers a product to another party (such as adealer or adistributor) for sale to end customers,
the entity shall evaluate whether that other party has obtained control of the product at that point in time. A
product that has been delivered to another party may be held in a consignment arrangement if that other party
has not obtained control of the product. Accordingly, an entity shall not recognise revenue upon delivery of a
product to another party if the delivered product is held on consignment.

Indicatorsthat an arrangement is a consignment arrangement include, but are not limited to, the following:

(a) theproduct is controlled by the entity until a specified event occurs, such as the sale of the product to a
customer of the dealer or until aspecified period expires,

(b) theentity isabletorequirethereturn of the product or transfer the product to athird party (such asanother
dedler); and

(c) thedealer doesnot have an unconditional obligation to pay for the product (although it might be required
to pay a deposit).

Bill-and-hold arrangements

B79

A bill-and-hold arrangement is a contract under which an entity bills a customer for a product but the entity
retains physical possession of the product until it istransferred to the customer at a point in time in the future.
For example, a customer may request an entity to enter into such a contract because of the customer’s lack of
available space for the product or because of delays in the customer’s production schedules.
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B8O

B81

B&

An entity shall determine when it has satisfied its performance obligation to transfer a product by evaluating
when a customer obtains control of that product (see paragraph 38). For some contracts, control is transferred
either when the product is delivered to the customer’s site or when the product is shipped, depending on the
terms of the contract (including delivery and shipping terms). However, for some contracts, a customer may
obtain control of a product even though that product remainsin an entity’s physical possession. In that case, the
customer has the ability to direct the use of, and obtain substantially all of the remaining benefits from, the
product even though it has decided not to exercise its right to take physical possession of that product.
Consequently, the entity does not control the product. Instead, the entity provides custodial services to the
customer over the customer’s asset.

In addition to applying the requirementsin paragraph 38, for acustomer to have obtained control of aproductin
abill-and-hold arrangement, all of thefollowing criteriamust be met:

(a) thereason for thebill-and-hold arrangement must be substantive(for example, the customer has requested
the arrangement);

(b) the product must be identified separately as belonging to the customer;
(c) theproduct currently must be ready for physical transfer to the customer; and

(d) the entity cannot have the ability to use the product or to direct it to another customer.

If an entity recognises revenue for the sale of aproduct on abill-and-hold basis, the entity shall consider whether
it has remaining performance obligations (for example, for custodial services) in accordance with paragraphs 22—
30 to which the entity shall allocate a portion of the transaction price in accordance with paragraphs 73-86.

Customer acceptance

B&

B&4

B&

In accordance with paragraph 38(e), a customer’s acceptance of an asset may indicate that the customer has
obtained control of the asset. Customer acceptance clauses allow a customer to cancel a contract or require an
entity to take remedial action if a good or service does not meet agreed-upon specifications. An entity shall
consider such clauses when evaluating when a customer obtains control of a good or service.

If an entity can objectively determine that control of a good or service has been transferred to the customer in
accordance with the agreed-upon specifications in the contract, then customer acceptance is a formality that
would not affect the entity’s determination of when the customer has obtained control of the good or service. For
example, if the customer acceptance clause is based on meeting specified size and weight characteristics, an
entity would be able to determine whether those criteria have been met before receiving confirmation of the
customer’s acceptance. The entity’s experience with contractsfor similar goods or services may provide evidence
that a good or service provided to the customer is in accordance with the agreed-upon specifications in the
contract. If revenue is recognised before customer acceptance, the entity still must consider whether there are
any remaining performance obligations (for example, install ation of equipment) and eval uate whether to account
for them separately.

However, if an entity cannot objectively determine that the good or service provided to the customer isin
accordance with the agreed-upon specifications in the contract, then the entity would not be able to conclude
that the customer has obtained control until the entity receives the customer’s acceptance. That is because in
that circumstance the entity cannot determine that the customer has the ability to direct the use of, and obtain
substantially all of the remaining benefits from, the good or service.
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B8 If anentity delivers productsto acustomer for trial or evaluation purposes and the customer is not committed to
pay any consideration until thetrial period lapses, control of the product is not transferred to the customer until
either the customer accepts the product or the trial period lapses.

Disclosur e of disaggregated revenue

B87 Paragraph 114 requires an entity to disaggregate revenue from contracts with customers into categories that
depict how the nature, amount, timing and uncertainty of revenue and cash flows are affected by economic
factors. Consequently, the extent to which an entity’srevenueis disaggregated for the purposes of thisdisclosure
depends on the facts and circumstances that pertain to the entity’s contracts with customers. Some entities may
need to use more than one type of category to meet the objective in paragraph 114 for disaggregating revenue.
Other entities may meet the objective by using only one type of category to disaggregate revenue.

B8 When selecting the type of category (or categories) to use to disaggregate revenue, an entity shall consider how
information about the entity’s revenue has been presented for other purposes, including all of the following:

(a) disclosurespresented outsidethefinancial statements (for example, in earningsreleases, annual reportsor
investor presentations);

(b) informationregularly reviewed by the chief operating decision maker for evaluating thefinancia performance
of operating segments; and

(c) otherinformation that issimilar to thetypes of information identified in paragraph B88(a) and (b) and that
isused by the entity or users of the entity’sfinancia statementsto evaluate the entity’sfinancial performance
or make resource all ocation decisions.

B89 Examplesof categoriesthat might be appropriate include, but are not limited to, all of thefollowing:

(a) typeof good or service (for example, major product lines);

(b) geographical region (for example, country or region);

(c) market or type of customer (for example, government and non-government customers);
(d) typeof contract (for example, fixed-price and time-and-material s contracts);

(e) contract duration (for example, short-term and long-term contracts);

(f)  timing of transfer of goods or services (for example, revenuefrom goodsor servicestransferred to customers
at apoint in time and revenue from goods or services transferred over time); and

(g) saeschannels (for example, goods sold directly to consumers and goods sold through intermediaries).
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AppendixC
Effectivedateand transition

This appendix is an integral part of the Sandard and has the same authority as the other parts of the Standard.

Effectivedate

Cl Anentity shal apply this Standard for annual reporting periods beginning on or after 1% January 2017. Earlier
application is permitted. If an entity appliesthis Standard earlier, it shall disclosethat fact.

Transition

Q2 For the purposes of the transition requirements in paragraphs C3-C8:

(a) thedateof initial applicationisthe start of the reporting period inwhich an entity first appliesthis Standard;
and

(b) acompleted contract isacontract for which the entity hastransferred all of the goods or servicesidentified
in accordance with LKAS 11 Construction Contracts, LKAS 18 Revenue and related I nterpretations.

C3 Anentity shal apply this Standard using one of the following two methods:

(a) retrospectively to each prior reporting period presented in accordance with LKAS 8 Accounting Policies,
Changes in Accounting Estimates and Errors, subject to the expedients in paragraph C5; or

(b) retrospectively with the cumulative effect of initially applying this Standard recognised at the date of initial
application in accordance with paragraphs C7—C8.

G4 Notwithstanding the requirements of paragraph 28 of LKA S8, when this Standard isfirst applied, an entity need
only present the quantitativeinformation required by paragraph 28(f) of LKA S8 for theannual period immediately
preceding the first annual period for which this Standard isapplied (the ‘immediately preceding period’) and only
if the entity appliesthis Standard retrospectively in accordance with paragraph C3(a). An entity may al so present
thisinformation for the current period or for earlier comparative periods, but is not required to do so.

G5 Anentity may useoneor moreof thefollowing practical expedientswhen applying this Standard retrospectively
in accordance with paragraph C3(a):

(a) for completed contracts, an entity need not restate contracts that begin and end within the same annual
reporting period;

(b) for completed contracts that have variable consideration, an entity may use the transaction price at the
date the contract was completed rather than estimating variabl e consideration amountsin the comparative
reporting periods; and
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(63

C7

C8

(c) for al reporting periods presented before the date of initial application, an entity need not disclose the
amount of the transaction price allocated to the remaining performance obligations and an explanation of
when the entity expects to recognise that amount as revenue (see paragraph 120).

For any of the practical expedients in paragraph C5 that an entity uses, the entity shall apply that expedient
consistently to all contractswithin all reporting periods presented. In addition, the entity shall discloseall of the
following information:

(a) the expedients that have been used; and

(b) to the extent reasonably possible, a qualitative assessment of the estimated effect of applying each of
those expedients.

If an entity elects to apply this Standard retrospectively in accordance with paragraph C3(b), the entity shall
recognise the cumulative effect of initially applying this Standard as an adjustment to the opening balance of
retained earnings (or other component of equity, as appropriate) of the annual reporting period that includesthe
date of initial application. Under thistransition method, an entity shall apply this Standard retrospectively only
to contractsthat are not completed contracts at the date of initial application (for example, 1% January 2017 for
an entity with a31 % December year-end).

For reporting periods that include the date of initial application, an entity shall provide both of the following
additional disclosuresif this Standard isapplied retrospectively in accordance with paragraph C3(b):

(a) theamount by which each financial statement line item is affected in the current reporting period by the
application of this Standard as compared to LKAS 11, LKAS 18 and related I nterpretations that werein
effect before the change; and

(b) anexplanation of the reasons for significant changesidentified in C8(a).

Referencesto SLFRS9

(6]

If an entity applies this Standard but does not yet apply SLFRS 9 Financial Instruments, any reference in this
Standard to SLFRS 9 shall be read as a reference to LKAS 39 Financial Instruments: Recognition and
Measurement.

Withdrawal of other Sandards

C10 This Standard supersedes the following Standards:

(a) LKAS11 Construction Contracts;

(b) LKAS18Revenue;

(c) IFRIC 13 Customer Loyalty Programmes;

(d) IFRIC 15 Agreementsfor the Construction of Real Estate;
(e) IFRIC 18 Transfersof Assetsfrom Customers; and

(f) SIC-31 Revenue—Barter Transactions Involving Advertising Services.
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AppendixD
Amendmentstoother Sandards

This Appendix describes the amendments to other Standards that the council made when it finalized SLFRS 15. Amended
paragraphs are shown with deleted text struck through and new text underlined.

[This table snows how the Tfollowing references have been amended In other Standards. |

Existing reference to contained in in isamended to reference to

LKAS 18 Revenueor LKAS 18 SLFRS4 Paragraphs 4(a)
and (c),B18 (h), and
item 1.16 of thetable SLFRS 15 Revenue from Contracts with

in paragraph |G2 Customersor SLFRS 15
LKAS16 Paragraph 68A
LKAS39 ParagraphAG2
LKAS40 Paragraph 3 (b)
IFRIC12 Tablein
information note 2
LKAS11Construction
Contractsor LKAS 11 SC-32 Paragraph 6

SLFRS 1 First-time Adoption of Sri Lanka Accounting Standards

| Paragraph 39X Isadded. New text isunderlined.

Effectivedate

PX  SLFRS 15 Revenue from Contractswith Customers, issued in June 2014, deleted paragraph D24 and itsrelated
heading and added paragraphs D34-D35 and their related heading. An entity shall apply those amendments
whenit applies SLFRS 15.

In Appendix D, paragraph D24 and itsrel ated heading are del eted and paragraphs D34-D35 and their related heading
are added. New text isunderlined.
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Revenue

D34 A first-time adopter may apply the transition provisions in paragraph C5 of SLFRS 15. In those paragraphs
references to the ‘ date of initial application’ shall be interpreted as the beginning of the first SLFRS reporting
period. If afirst-time adopter decides to apply those transition provisions, it shall also apply paragraph C6 of
SLFRS15.

D3 A first-time adopter isnot required to restate contracts that were completed before the earliest period presented.
A completed contract is a contract for which the entity hastransferred all of the goods or servicesidentified in
accordance with previous GAAP.

SLFRS 3 Business Combinations

| Paragraph 56 Isamended and paragraph 64K Is added. Deleted text Is struck through and new text is underlined.

Contingent liabilities

5% Afterinitial recognitionand until theliability issettled, cancelled or expires, the acquirer shall measure acontingent
liability recognised in a business combination at the higher of:

(a) theamount that would be recognised in accordance with LKAS 37; and

(b) the amount initially recognised less, if appropriate, the cumulative amertisation amount of income
recognised in accordance with HKAS18Revente the principles of SLFRS 15 Revenue from Contracts
with Customers.

This requirement does not apply to contracts accounted for in accordance with LKAS 39.

Effectivedate

64K  SLFRS 15 Revenuefrom Contractswith Customers, issued in June 2014, amended paragraph 56. An entity shall
apply that amendment when it applies SLFRS 15.

SLFRS4 | nsurance Contracts

[ Paragraph 41G 1s added. New text 1s underlined.

Effectivedateand transition

41G SLFRS15 Revenue from Contractswith Customers, issued in June 2014, amended paragraphs4(a) and (c), B7,
B18(h), B21 anditem 1.16 of thetablein paragraph | G2. An entity shall apply those amendmentswhen it applies
SLFRS15.
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[ InAppendix B, paragraphs B/ and B21 are amended. Deleted text Is struck through and new text is underlined. |

Paymentsin kind

B7 Applying the SLFRS to the contracts described in paragraph B6 is likely to be no more burdensome than
applying the SLFRSs that would be applicable if such contracts were outside the scope of this SLFRS:

(a)

(b) If EKASI8Revende -SLFRS 15 applied, the service provider would recognise revenue byreferencetothe
stage-of-comptetion- when (or as) it transfers services to the customer (and subject to other specified
criteria). That approach is also acceptable under this SLFRS, which permits the service provider (i) to
continue its existing accounting policies for these contracts unless they involve practices prohibited by
paragraph 14 and (ii) to improve its accounting policiesif so permitted by paragraphs 22—30.

(c)
Examplesof insurancecontracts

B21 If the contracts described in paragraph B19 do not createfmanmal assets or f|nanC|aI I|ab|I|t|es L—KA—S—EB
SLFRS 15 applies. Under LKAS 18 SLFRS 15, revenue eh ! v
oef-serviees-is recognised by+el
transaction-can-beestimatec-retably when (or as) an ent|ty sansﬁesaperformance obhgatlon by transfern ng
a promised good or service to a customer in an amount that reflects the consideration to which the entity
expectsto be entitled.

SLFRS9Financial I nstruments

Paragraphs 3.1.1, 5.1.1 and 5.4.5 are amended and paragraphs 5.1.2, 5.4.1A and 8.1.5are added. Deleted text IS struck
through and new text is underlined.

3.1 Initial recognition of financial assets

3.1.1 Anentity shall recogniseafinancial asset in itsstatement of financial position when, and only when, the
entity becomesparty tothecontractual provisionsof theinstrument (see par agraphsAG34 and AG35 of
LKAS39). When an entity fir st recognisesafinancial asset, it shall classify it in accor dancewith paragraphs
4.1-4.5 and measureit in accor dancewith paragraphs5.1.1-5.1.2.
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5.1 Initial measur ement

5.1.1 AtExcept for tradereceivableswithin thescopeof paragraph 5.1.2, at initial recognition, an entity shall
measureafinancial asset at itsfair valueplus, in the case of afinancial asset not at fair valuethrough
profit or loss, transaction coststhat ar edirectly attributableto theacquisitionof thefinancial asset.

512 Notwithstanding the requirement in paragraph 5.1.1, at initial recognition, an entity shall measure trade

receivablesthat do not have asignificant financing component (determined in accordance with SLFRS 15
Revenue from Contracts withCustomers) at their transaction price (asdefined in SLFRS 15).

5.4 Gainsand losses

5.4.1A Dividends are recognised in profit or loss only when:
(a) theentity’sright to receive payment of the dividend is established;

(b) itisprobable that the economic benefits associated with the dividend will flow to the entity; and

(c) theamount of the dividend can be measured reliably.

I nvestmentsin equity instruments

545 If an entity makes the eIectron in paragraph 5.4.4, it shaII recognlse in proflt or loss drvrdendsfrom that

l:léA—S—kB—Reveﬁue in accordance with paragraph 5.4.1A.

8.1 Effectivedate

815 SLFRS15 Revenuefrom Contractswith Customers, issued in June 2014, amended paragraphs3.1.1, 5.1.1,
5.4.5 and B5.12 and deleted paragraph C16 and its related heading. Paragraphs 5.1.2 and 5.4.1A, and a
definitionto Appendix A. were added. An entity shall apply those amendmentswhen it applies SLFRS 15.
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| InAppendix A, adefinition isadded. New text Isunderlined. |

dividends

Distributions of profits to holders of equity instrumentsin

proportion to their holdings of a particular class of capital.

InAppendix B, paragraph B5.12 iIsamended. Deleted text IS struck through and new text i1s underlined.

Gainsand losses

B5.12

Paragraph 5.4.4 permitsan entity to make an irrevocabl e el ection to present in other comprehensiveincome
changesinthefair value of aninvestment in an equity instrument that isnot held for trading. Thiselection
is made on an instrument-by-instrument (ie share-by-share) basis. Amounts presented in other
comprehensive income shall not be subsequently transferred to profit or loss. However, the entity may
transfer the cumulative gain or losswithin equity. Dividends on such investments are recognised in profit
or loss in accordance with HKAS18-Revente paragraph 5.4.5 unless the dividend clearly represents a
recovery of part of the cost of the investment.

[ InAppendix C, paragraph C16 and itsrelated heading are deleted.

SLFRS9Financial | nstruments

Paragraphs3.1.1,4.2.1,5.1.1,5.2.1 and 5.7.6 areamended and paragraphs5.1.3,
5.7.1A and 7.1.4 are added. Deleted text is struck through and new text is underlined.

31

311

4.2

Initial recognition

An entity shall recognise a financial asset or financial liability in its statement of financial position
when, and only when, the entity becomes party to the contractual provisionsof theinstrument (see
paragraphsB3.1.1and B3.1.2). When an entity fir st recognisesafinancial asset, it shall classifyitin
accordancewith paragraphs4.1.1-4.1.5and measur eit in accor dancewith paragraphs5.1.1 ane-5:+2—
5.1.3.When an entity fir s recognisesafinancial liability, it shall classify it in accor dancewith paragraphs
4.2.1and 4.2.2 and measureit in accordancewith paragraph 5.1.1.

Classification of financial liabilities

421

An entity shall classify all financial liabilities as subsequently measur ed at amortised cost using the
effectiveinterest method, except for:
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@

(¢) financial guarantee contractsasdefined in Appendix A. After initial recognition, an issuer of such a
contract shall (unlessparagraph 4.2.1(a) or (b) applies) subsequently measur eit at thehigher of:

() theamount determined in accordancewith LK AS37 Provisions, Contingent Liabilitiesand Contingent
Assetsand

(ii) the amount initially recognised (see paragraph 5.1.1) less, when appropriate, the cumulative
amertisatior amount of incomer ecognised in accor dancewith HKASI8Revente theprinciplesof
SL FRS 15 Revenue from ContractswithCustomers.

(d) commitmentstoprovidealoan at abelow-market interest rate After initial recognition, anissuer of such
acommitment shall(unlesspar agraph 4.2.1(a) applies) subsequently measur eit at the higher of:

(i) theamount deter mined in accordancewith LKAS37and

(ii) the amount initially recognised (see paragraph 5.1.1) less, when appropriate, the cumulative
amor tisation amount of incomer ecognised in accor dancewith LKAS18theprinciplesof SLFRS15.

©®

5.1 Initial measurement

5.1.1 AtExcept for tradereceivableswithin the scopeof paragraph 5.1.3, at initial recognition, an entity shall
measur eafinancial asset or financial liability at itsfair valueplusor minus, in the case of afinancial asset
or financial liability not at fair valuethrough profit or loss, transaction coststhat aredirectly attributable
totheacquisition or issueof the financial asset or financial liability.

513 Notwithstanding the requirement in paragraph 5.1.1, at initial recognition, an entity shall measure trade
receivablesthat do not have asignificant financing component (determined in accordance with SLFRS 15) at
their transaction price (asdefined in SLFRS 15).
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5.2 Subsequent measurement of financial assets

5.2.1 After initial recognition, an entity shall measureafinancial asset in accordancewith paragraphs4.1.1—
4.1.5at fair valueor amortised cost (seeparagraphs9and AG5-AG8C of LKAS39).

5.7 Gainsand losses

5.71A Dividends are recognised in profit or loss only when:
(a) theentity’sright to receive payment of the dividend is established;
(b) itisprobable that the economic benefits associated with the dividend will flow to the entity; and

(c¢) theamount of the dividend can be measured reliably.

Investmentsin equity instruments

576 If an entity makes the electlon in paragraph 5 7. 5 it shall recognlse in proflt or loss leldendsfrom thaI
investment w Yy v S .
HKASA8 inaccordance W|th paragraph 5. 7 1A.

7.1 Effectivedate

714 SLFRS15 Revenuefrom Contractswith Customers, issued in June 2014, amended paragraphs 3.1.1, 4.2.1,
5.1.1,5.2.1,5.7.6,B3.2.13, B5.7.1, C5 and C42 and del eted paragraph C16 and itsrel ated heading. Paragraphs
5.1.3 and 5.7.1A, and a definition to Appendix A, were added. An entity shall apply those amendments
whenit appliesSLFRS 15.
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InAppendix A, adefinition isadded. New text isunderlined.

dividends Distributions of profitsto holders of equity instrumentsin proportion to their holdings of aparticul ar
class of capital.

| TnAppendix B, paragraphs B3.2.13 and B5./.1 are amended. Deleted text is struck through and new text isunderlined. |

Continuinginvolvement in transferred assets

B3.213 The following are examples of how an entity measures a transferred asset and the associated liability
under paragraph 3.2.16.

All assets

(a) If aguaranteeprovided by an entity to pay for default losseson a transferred asset preventsthe transferred
asset from being derecognised to the extent of the continuing involvement, the transferred asset at the
date of the transfer is measured at the lower of (i) the carrying amount of the asset and (ii) the maximum
amount of the consideration received in the transfer that the entity could be required to repay (‘the
guarantee amount’). The associated liability isinitially measured at the guarantee amount plus the fair
value of the guarantee (which isnormally the consideration received for the guarantee). Subsequently, the
initial fair value of the guaranteeisrecognised in profit or tessenratimepropertionbasis when (or as) the
obligation is satisfied (seetASE8 in accordance with the principles of SLFRS 15) and the carrying value
of the asset is reduced by any impairment losses.

Gainsand losses (section 5.7)

B5.7.1 Paragraph5.7.5 permitsan entity to make an irrevocabl e el ection to present in other comprehensiveincome
changesinthefair value of aninvestment in an equity instrument that isnot held for trading. Thiselection
is made on an instrument-by-instrument (ie share-by-share) basis. Amounts presented in other
comprehensive income shall not be subsequently transferred to profit or loss. However, the entity may
transfer the cumulative gain or loss within equity. Dividends on such investments are recognised in profit
or lossin accordance with EKASE8 paragraph 5.7.6 unless the dividend clearly represents arecovery of
part of the cost of the investment.

In Appendix C, paragraphs C5 and C42 are amended. Paragraph C16 and Its related heading are deleted. Deleted text
is struck through and new text is underlined.
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SL FRS 3 Business Combinations

G5 Paragraphs 16, 42, 53, 56 and 58(b) are amended to read asfollows, paragraph 64A isdeleted and paragraph 64D
is added:

5% Afterinitial recognitionand until theliability is settled, cancelled or expires, the acquirer shall measure acontingent
liability recognised in a business combination at the higher of:

(a) theamount that would be recognised in accordance with LKAS 37; and

(b) theamount initialy recognised less, if appropriate, the cumulative amortisation amount of income
recognised in accordancewith LKAS 18 Revenuethe principles of SLFRS 15 Revenue from Contracts
with Customers.

This requirement does not apply to contracts accounted for in accordance with SLFRS 9.

LKAS39Financial I nstruments: Recognition and Measurement

42 InAppendix A, paragraphsAG3-AG4 are amended to read asfollows:

AG4  Financial guarantee contracts may have variouslegal forms, such as ...

(a) ... theissuer measuresit at the higher of:

0] the amount determined in accordance with LKAS 37; and

(i)  theamountinitially recognised |ess, when appropriate, the cumul ative amertisation amount of income
recognised in accordance with EKAS-18- the principles of SLFRS 15 (see paragraph 4.2.1(c) of
SLFRS9).

(b)
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SLFRS9Financial Instruments(HedgeAccountingand amendmentsto SLFRS9, SLFRS7 and LKAS39)!

Paragraph 5.2.11samended. New text isunderlined. |

5.2  Subseguent measurement of financial assets

5.2.1  After initial recognition, an entity shall measureafinancial asset in accordancewith paragraphs4.1.1—
4.1.5at fair valueor amortised cost (seeparagraphs9and AG5-AG8C of LKAS39).

InAppendix A, adefinition isadded. New text isunderlined.

dividends Distributions of profits to holders of equity instrumentsin proportion to their holdings of a
particular class of capital.

In Appendix C, paragraphs C5 and C38 are amended. Paragraph C21 and its related heading are deleted. Deleted text I
struck through and new text is underlined.

SLFRS 3 Business Combinations

G5 Paragraphs 16, 42, 53, 56 and 58(b) are amended to read as follows, paragraphs 64A and 64D are deleted and
paragraph 64H isadded:

5% Afterinitia recognitionand until theliability is settled, cancelled or expires, the acquirer shall measure acontingent
liability recognised in a business combination at the higher of:

(a) theamount that would be recognised in accordance with LKAS 37; and

(b) the amount initially recognised less, if appropriate, the cumulative amertisation-amount of income
recoghised in accordance with HKAS 8- Revente-the principles of SLFRS 15 Revenue from Contracts
with Customers.

This requirement does not apply to contracts accounted for in accordance with SLFRS 9.

1 The consequential amendmentsthat SLFRS 15 makesto SLFRS 9 (Hedge Accounting and amendmentsto SLFRS 9, SLFRS
7 and LKAS 39) should be read in conjunction with the consequential anendments that SLFRS 15 makes to SLFRS 9 (2010). That is
because SLFRS 9 (Hedge A ccounting and amendmentsto SLFRS 9, SLFRS 7 and LKAS 39) includes only those paragraphsfrom SLFRS
9 that it amended or that were necessary for ease of reference. Therefore, an effective date paragraph has not been added to SLFRS 9
(HedgeA ccounting and amendmentsto SLFRS 9, SLFRS 7 and LKAS 39) becauseit is encapsul ated in the effective date paragraph that
isbeing added to SLFRS9.
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LKAS39Financial I nstruments: Recognition and Measurement

C3 InAppendix A, paragraphsAG3-A G4 are amended to read asfollows:

AG4 Financia guarantee contracts may have variouslegal forms, suchas...

(@  theissuer measuresit at the higher of:

0] the amount determined in accordance with LKAS 37; and

(i) theamount initially recognised less, when appropriate, the cumul ative amertisation amount of income
recognised in accordance with EKASE8 the principlesof SLFRS 15 (see paragraph 4.2.1(c) of SLFRS
9.

(b)

LKAS1 Presentation of Financial Statements

Paragraph 34 is amended and paragraph 139N is added. Deleted text is struck through and new text is underlined.

Offsetting

A EKASISRevendedefinesreventeand SLFRS 15 Revenue from Contractswith Customersrequiresan entity to
measure it revenue from contracts with customers at the fai+-vatte-of the consideration-received-orreceivable;
taking-nte-aceounttheameuntef amount of consideration to which the entity expectsto be entitled in exchange
for transferring promised goods or services. For example, the amount of revenue recognised reflects any trade
discounts and volume rebates the entity allows. An entity undertakes, in the course of its ordinary activities,
other transactions that do not generate revenue but are incidental to the main revenue-generating activities. An
entity presents the results of such transactions, when this presentation reflects the substance of the transaction
or other event, by netting any income with related expenses arising on the same transaction. For example:

(@  anentity presentsgainsand losses on the disposal of non-current assets,including investments and operating
assets, by deducting from the preceeds amount of consideration on disposal the carrying amount of the
asset and related selling expenses; and

(b)
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Transition and effectivedate

19N SLFRS 15 Revenuefrom Contractswith Customers, issued in June 2014, amended paragraph 34. An entity shall
apply that amendment when it applies SLFRS 15.

LKAS2Inventories

Paragraphs 2, 8, 29 and 37 are amended and paragraph 40k 1sadded. Paragraph 19 1sdeleted. Deleted text 1s struck through
and new text isunderlined.

Scope

2 ThisSandard appliestoall inventories, except:

[deleted]

(b)

Definitions

8 Inventories encompass goods purchased and held for resaleincluding, for example, merchandise purchased
by aretailer and held for resale, or land and other property held for resale. Inventories also encompass
finished goods produced, or work in progress being produced, by the entity and include materials and

supphesalwaltl ng useinthe product|on process +ﬁ+heeaseef—&servreepfmﬁdaLMfeﬁteﬁe&ﬁtdﬂde+he

feo‘eﬁue(see-l:léA—S—EB-Reveﬁue)—Cosxs i ncurred to fqu|I acontract W|th acustomer that do not give rlseto
inventories (or assets within the scope of another Standard) are accounted for in accordance with SLFRS
15 Revenue from Contracts with Customers.

Net realisablevalue

2 Inventoriesareusually written down to net realisable valueitem by item. In some circumstances, however,
it may be appropriateto group similar or related items. Thismay bethe case with itemsof inventory relating
to the same product line that have similar purposes or end uses, are produced and marketed in the same
geographical area, and cannot be practicably evaluated separately from other itemsin that product line.
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It |s not appropriate to wrlte mventon&c down on the basis of aclassification of mventory, for example,

Disclosure

37 Information about the carrying amounts held in different classifications of inventories and the extent of the
changes in these assets is useful to financial statement users. Common classifications of inventories are
merchand|se productlon supplles materlals work in progress and finished goods. Fhethventeriesof-a

Effectivedate

40E  SLFRS15 Revenuefrom Contractswith Customers, issued in June, 2014, amended paragraphs2, 8, 29 and
37 and del eted paragraph 19. An entity shall apply those amendments when it applies SLFRS 15.

LKAS12Income Taxes

Paragraph 59 1s amended and paragraph 98E isadded. Deleted text Is struck through and new text I1s underlined.

Itemsrecognised in profit or loss

5 Most deferred tax liabilitiesand deferred tax assets arise whereincome or expenseisincluded in accounting profit
in one period, but is included in taxable profit (tax loss) in a different period. The resulting deferred tax is
recognised in profit or loss. Examples are when:

(a) mterest royalty or leldend revenue |s recewed in arrears and is included in accounting profit eratime
v SLFRS 15 Revenue from Contracts with
Customers LKAS 39 Financial Instruments Recognition and Measurement or SLFRS 9 Financial
Instruments, as relevant, but isincluded in taxable profit (tax 10ss) on a cash basis; and

(b)
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Effectivedate

9BE SLFRS15 Revenuefrom Contractswith Customers, issuedin June, 2014, amended paragraph 59. An entity
shall apply that amendment when it applies SLFRS 15.

LKAS 16 Property, Plant and Equipment

| I'n the Introduction, paragraph IN13 isamended. Deleted text IS struck through and new text 1s underfined.

Der ecognition: der ecognition date

IN13 Anentity isrequiredto derecognlsethe carryr ng amount of anitem of property, pI ant and egquipment that
it disposes of on the date the-eri A eventewoute-bemet the recipient

obtains control of that item in accordance Wlth the requirements for determl ning when a performance
oblrgatron is satrsfred in SLFRS 15 Revenue from Contracts Wlth Customers :Fhe—preﬁeus—vereren—ef

| Paragraphs 69 and /2 are amended and paragraph 81Jis added. Deleted text isstruck through and new text isunderlined)

Derecognition

8 Thedisposa of anitem of property, plant and equipment may occur in avariety of ways (eg .- by sale, by
enteri ng |nto afr nance I easeor by donatr on) tﬁdetemamrng-tThe date of disposal of an item, arrentity-apphes
of property, plant and equipment isthe
date the recipient obtar ns control of that |tem in accordance with the requirements for determining when a
performance obligationissatisfied in SLFRS 15. LKAS 17 appliesto disposal by asale and | easeback.

72 The amount of consideration reeetv
tlerecognition of anitem of property, pI ant and equr pment |srecogn|$d initial Iy at |tsfa| r val ue. If payment for
the item is del - a :

accordance wrth the requirements for determining the transaction price in paragraphs 47—72 of SLFRS 15.
Subsequent changes to the estimated amount of the consideration included in the gain or loss shall be
accounted for in accordance with the requirementsfor changesin the transaction pricein SLFRS 15.
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Effectivedate

8L SLFRS15 Revenuefrom Contractswith Customers, issued in June, 2014, amended paragraphs 68A, 69 and
72. An entity shall apply those amendmentswhen it applies SLFRS 15.

LKAS32Financial I nstruments: Presentation

| Paragraph 97Q isadded. New text isunderlined.

Effectivedateand transition

97Q SLFRS 15 Revenue from Contracts with Customers, issued in June, 2014, amended paragraph AG21. An
entity shall apply that amendment when it applies SLFRS 15.

IntheApplication Guidance, paragraph AG21 isamended. Deleted text is struck through and new text
isunderlined.

Contractstobuy or sell non-financial items(par agraphs 8-10)

AG2l Except asrequired by SLFRS 15 Revenue from Contracts with Customers, Aa contract that involves the
receipt or delivery of physical assets does not give rise to afinancial asset of one party and a financial
liability of the other party unless any corresponding payment is deferred past the date on which the
physical assets are transferred. Such is the case with the purchase or sale of goods on trade credit.

LKAS 34 Interim Financial Reporting

| Intherubric, *paragraphs 1-54" isamended to ‘' paragraphs 1-55". |

| Paragraphs 15B and 16A are amended and paragraph 55 1sadded. New text 1s underlined. |

Significant eventsand transactions

15B Thefollowingisalist of eventsand transactionsfor which disclosureswould berequired if they aresignificant:
thelist is not exhaustive.

(a)
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(b) recognition of aloss from the impairment of financial assets, property,plant and equipment, intangible
assets, assetsarising from contracts with customers, or other assets, and thereversal of such animpairment

loss;

(c)

Other disclosures

16A Inaddition todisclosing significant eventsand transactionsin accor dancewith par agraphs15-15C, an entity
shall includethefollowing information, inthenotestoitsinterim financial statements, if not disclosed
esewhereintheinterim financial report. Theinformation shall normally bereported on afinancial year

-to-datebasis.

@ ...

() thedisaggregation of revenuefrom contractswith customers required by paragraphs114-115 of SLFRS
15 Revenuefrom Contracts with Customers.

Effectivedate

% SLFRS15 Revenuefrom Contractswith Customers, issued in June, 2014, amended paragraphs 15B and 16A.
An entity shall apply those amendments when it applies SLFRS 15.

L KAS 36 | mpairment of Assets
| Paragraph 2 is amended and paragraph 140L is added. Deleted text Is struck through and new text Is underlined.

Scope
2 ThisSandard shall beapplied in accounting for theimpair ment of all assets, other than:
@
(b) ass

assetsarising from coststo obtain or fulfil acontract that arerecognised in accordancewith SLFRS 15
Revenuefrom Contractswith Customers;

©
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Transition provisionsand effectivedate

140  SLFRS15 Revenuefrom Contractswith Customers, issued in June 2014, amended paragraph 2. An entity shall
apply that amendment when it applies SLFRS 15.

LKAS 37 Provisions, Contingent Liabilities and Contingent Assets

Intherubric, ‘ paragraphs 1-99’ isamended to ‘ paragraphs 1-100’.

Paragraph 5 is amended and paragraph 100 is added. Paragraph 6 is deleted. Deleted text is struck through and new
text isunderlined.

Scope

5 When another Standard deals with a specific type of provision, contingent liability or contingent asset, an
entity appliesthat Standard instead of this Standard. For example, some types of provisions are addressed in
Standards on:

(a) eonstruction-contracts{see LKASH-Construction-Contracts); [deleted]

(b)

(e) insurance contracts (see SLFRS 4 Insurance Contracts). However, this Standard applies to provisions,
contingent liabilities and contingent assets of an insurer, other than those arising from its contractual
obligations and rights under insurance contracts within the scope of SLFRS 4; and

(f)  contingent consideration of an acquirer in abusiness combination (see SLFRS 3 Business Combinations).;
and

(g) revenuefrom contractswith customers (see SLFRS 15 Revenue from Contractswith Customers). However,
as SLFRS 15 contains no specific requirements to address contracts with customers that are, or have
become, onerous, this Standard applies to such cases.
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Effectivedate

100 SLFRS 15 Revenue from Contracts with Customers, issued in June 2014, amended paragraph 5 and deleted
paragraph 6. An entity shall apply those amendmentswhen it applies SLFRS 15.

LKAS 38 Intangible Assets

Paragraphs 3, 114 and 116 are amended and paragraph 130K Is added. Deleted text 1s struck through and new text 19
underlined.

Scope

3 If another Standard prescribes the accounting for a specific type of intangible asset, an entity applies that
Standard instead of this Standard. For example, this Standard does not apply to:

(a) intangible assets held by an entity for sale in the ordinary course of business (see LKAS 2 Inventories and
LKAS 11 Construction Contracts).

(b)

(0] assets arising from contracts with customersthat are recognised in accordance with SLFRS 15 Revenue from
Contracts with Customers.

Retirementsand disposals

114 Thedisposal of anintangible asset may occur in avariety of ways (eg by sale, by enteringinto afinancelease,

or by donati on) +ﬂ-dete|=mﬁamg-tThe date of dlsposal of sueh—aﬁ-aseet—aﬁ-eﬁﬁty—applﬁtheeﬁteﬁam-trteA—S
an intangible asset is the date that the recipient
obta| ns control of that asset in accordance with the requirementsfor determining when aperformance obligation
issatisfied in SLFRS 15 Revenue from Contracts with Customers.LKAS 17 appliesto disposal by asale and
|easeback.

116 The amount of consideration feeervabte—eﬂ-dtspesal—to be mcIuded in the gam or Ioss artsmg from the
derecognmon of an mtangl bleasset [ ; >

W|th the reqw rements for determini ng the transaction prlce in paragraphs 4772 of SLFRS 15. Subsequent
changes to the estimated amount of the consideration included in the gain or loss shall be accounted for in
accordance with the requirementsfor changesin the transaction pricein SLFRS 15.
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Transitional provisionsand effectivedate

130K

SLFRS 15 Revenue from Contractswith Customer's, issued in June 2014, amended paragraphs 3, 114 and 116.
An entity shall apply those amendments when it applies SLFRS 15.

LKAS39Financial I nstruments: Recognition and Measurement

Inthe Introduction, paragraphs INS—IN6 are amended. Deleted text 1s struck through and new text is underlined.

Scope
IN5

IN6

A scope exclusion has been made for loan commitmentsthat are not designated as at fair value through profit
or loss, cannot be settled net, and do not involve a loan at a below-market interest rate. A commitment to
provide aloan at abelow-market interest rateisinitially recognised at fair value, and subsequently measured
at the higher of (a) the amount that would be recognised in accordance with LKA S 37 Provisions, Contingent
Liabilitiesand Contingent Assetsand (b) theamount initially recognised less, when appropriate, the cumulative
amertisatton: amount of income recognised in accordance with EKAS1I8Reventetheprinciplesof SLFRS
SLFRS 15 Revenue from Contractswith Customers.

The scope of the Standard includes financial guarantee contracts issued. However, if an issuer of financial
guarantee contracts has previously asserted explicitly that it regards such contracts as insurance contracts
and has used accounting applicable to insurance contracts, the issuer may elect to apply either this Standard
or SLFRS 4 Insurance Contracts to such financial guarantee contracts. Under this Standard, a financial
guarantee contract isinitially recognised at fair value and is subsequently measured at the higher of (a) the
amount determined in accordance with LKA S37 and (b) the amount initially recognised | ess, when appropriate,
the cumulative ameortisation- amount of income recognised in accordance with HKASE8-the principles of
SLFRS 15. Different requirements apply for the subsequent measurement of financial guarantee contracts that
prevent derecognition of financial assets or result in continuing involvement. Financial guarantee contracts
held are not within the scope of the Standard because they are insurance contracts and are therefore outside
the scope of the Standard because of the general scope exclusion for such contracts.

Paragraphs 2, 9, 43, 4/ and 55 are amended and paragraphs 2A, 44A, 55A and 103T are added. Deleted text s struck through
and new text is underlined.
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Scope

2 ThisSandard shall beapplied by all entitiestoall typesof financial instrumentsexcept:

@

(k) rightsand obligationswithin the scope of SL FRS 15 Revenuefrom Contractswith Customersthat are
financial instruments, except for thosethat SL FRS 15 specifiesar eaccounted for in accor dancewith
SLFRS9.

2A  Theimpairment requirementsof thisSandard shall beapplied tothoserightsthat SLFRS 15 specifies
areaccounted for in accordancewith this Sandard for the pur poses of recognisingimpair ment losses.

Definitions

Definitionsreéatingto recognition and measurement

The effective interest method isa method of calculating the amortised cost of a financial asset or a financial
liability (or group of financial assetsor financial liabilities) and of allocating theinterest incomeor interest
expenseover thereevant period. Theeffectiveinterest rateistheratethat exactly discountsestimated futurecash
paymentsor receiptsthrough theexpected lifeof thefinancial instrument or, when appropriate, ashorter period
tothenet carryingamount of thefinancial asset or financial liability. When calculatingthe effectiveinterest rate,
an entity shall estimate cash flowsconsidering all contractual termsof thefinancial instrument (for example,
prepayment, call and similar options) but shall not consider futurecredit losses. Thecalculation includesall fees
and pointspaid or received between partiestothecontract that arean integral part of theeffectiveinterest rate
(seeEKASI8Revente paragraphsAG8A-AGSB), transaction costs, and all other premiumsor discounts. There
isa presumption that the cash flows and the expected life of a group of similar financial instrumentscan be
estimated reliably. However, in thoserarecaseswhen it isnot possibleto estimatereliably thecash flowsor the
expected lifeof afinancial instrument (or group of financial instruments), the entity shall usethe contractual
cash flowsover thefull contractual term of thefinancial instrument (or group of financial instruments).

Derecognition istheremoval of a previously recognised financial asset or financial liability from an entity’s
statement of financial position.

Dividendsaredigtributionsof profitsto holder sof equity instrumentsin proportion totheir holdingsof aparticular
classof capital.
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Fair valueisthepricethat would bereceived to sell an asset or paid totransfer aliability in an orderly
transaction between market participantsat the measur ement date. (See SLFRS13))

I nitial measur ement of financial assetsand financial liabilities

43 When-Except for tradereceivableswithin the scopeof par agraph 44A, when afinancial asset or financial
liability isrecognised initially, an entity shall measureit at itsfair valueplus,in thecase of afinancial asset
or financial liability not at fair valuethrough profit or loss, transaction coststhat aredirectly attributable
totheacquisition or issueof thefinancial asset or financial liability.

24A  Notwithstanding the requirement in paragraph 43, at initial recognition, an entity shall measure tradereceivables
that do not have asignificant financing component (determined in accordancewith SL FRS 15) at their transaction
price (whichisdefinedin SLFRS 15).

Subsequent measur ement of financial liabilities

47  After initial recognition, an entity shall measureall financial liabilitiesat amortised cost using the effective
interest method, except for:

@)

(¢) financial guaranteecontractsasdefined in paragraph 9. After initial recognition, an issuer of such a
contract shall (unlessparagraph 47(a) or (b) applies) measureit at the higher of:

(i)  theamount deter mined in accor dancewith LKAS37; and

(i)  theamount initially recognised (seepar agr aph 43) less, when appr opriate, thecumulativeamertisation
amount of incomer ecognised in accor dancewith EKAS8theprinciplesof SLFRS 15.

(d commitmentstoprovidealoan at abelow-market interest rate. After initial recognition, anissuer of such
acommitment shall (unlessparagraph 47(a) applies) measur eit at thehigher of:

(i)  theamount deter mined in accor dancewith LKAS37; and
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(i)  theamountinitially recognised (seepar agr aph 43) less, when appr opriate, thecumulativeamertisation
amount of incomer ecognised in accor dancewith EKASI8the principlesof SLFRS 15.

Financial liabilitiesthat are designated ashedged itemsar e subj ect to the hedge accounting requirementsin
paragraphs89-102.

Gainsand losses

55 Againor lossarisingfrom achangeinthefair valueof afinancial asset or financial liability that isnot part
of ahedging relationship (see par agraphs89-102), shall berecognised, asfollows.

@

(b) Againor losson an available-for-salefinancial asset shall berecognised in other comprehensiveincome,
except for impair ment losses (seepar agr aphs67—70) and for eign exchange gainsand losses (seeAppendix
A paragraph AG83), until thefinancial asset isder ecognised. At that timethe cumulativegain or loss
previously recognised in other compr ehensiveincome shall bereclassified from equity to profit or loss
asareclassification adjustment (see LK AS1 Presentation of Financial Statements). However, interest
calculated usingtheeffectiveinterest method (see paragraph 9) isrecognised in profit or loss{seetAS
18-) D|V|dendson an ava1|ab|e~for sale eqwty mstrument arerecognised in profit or loss when-the
y v y in accordancewith paragraph 55A.

55A Dividends are recognised in profit or loss only when:

(a) theentity’sright to receive payment of the dividend is established;

(b) itisprobablethat the economic benefits associated with the dividend will flow to the entity; and

(c) theamount of the dividend can be measured reliably.

Effectivedateand transition

103T  SLFRS 15 Revenue from Contractswith Customers, issued in June 2014, amended paragraphs 2, 9, 43, 47, 55,
AG2, AG4 and AG48 and added paragraphs 2A, 44A, 55A and AGBA-AGBS8C. An entity shall apply those
amendmentswhen it applies SLFRS 15.
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InAppendix A, paragraphs AG4 and AG48 are amended and paragraphs AGBA—-AG8C are added. Deleted text IS
struck through and new text is underlined.

Scope (paragraphs2-7)

AG4  Financial guarantee contracts may have various legal forms, such as a guarantee, some types of letter of
credit, acredit default contract or an insurance contract. Their accounting treatment does not depend on their
legal form. Thefollowing are examples of the appropriate treatment (see paragraph 2(e)):

(a) ...theissuer measuresit at the higher of:

()  theamount determined in accordancewith LKAS 37; and

@)  theamount initially recognised less, when appropriate, the cumulative amertisatior-amount of income
recognised in accordance with EKASE8 the principles of SLFRS 15 (see paragraph 47(c)).

(b)

(c) Ifafinancia guarantee contract wasissued in connection withthe sale of goods, theissuer appliesEKAS
48 SLFRS 15 in determining when it recognisesthe revenue from the guarantee and from the sale of goods.

Effectiveinterest rate

AGB8A In applying the effective interest method, an entity identifies fees that are an integral part of the effective
interest rate of afinancia instrument. The description of feesfor financial services may not beindicative of the
nature and substance of the services provided. Feesthat are an integral part of the effective interest rate of a
financial instrument are treated as an adjustment to the effective interest rate, unlessthe financial instrument
ismeasured at fair value, with the change in fair value being recognised in profit or loss. In those cases, the
fees are recognised as revenue when the instrument is initially recognised.

AGBB Feesthat are an integral part of the effective interest rate of afinancial

instrument include:
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(a)

(b)

(c)

origination fees received by the entity relating to the creation or acquisition of afinancial asset. Such fees
may include compensation for activities such as evaluating the borrower’s financial condition, evaluating
and recording guarantees, collateral and other security arrangements, negotiating the terms of theinstrument,
preparing and processing documents and closing the transaction. Thesefeesareanintegral part of generating
an involvement with the resulting financial instrument.

commitment fees received by the entity to originate aloan when theloan commitment is outside the scope of
this Standard and it is probabl e that the entity will enter into a specific lending arrangement. These feesare
regarded as compensation for an ongoing involvement with the acquisition of afinancial instrument. If the
commitment expires without the entity making the loan, the feeis recognised as revenue on expiry.

origination feesreceived onissuing financial liabilities measured at amortised cost. Thesefeesarean integral
part of generating an involvement with afinancial liability. An entity distinguishes fees and coststhat are an
integral part of the effectiveinterest rate for thefinancial liability from origination fees and transaction costs
relating to the right to provide services, such as investment management services.

AGBC Feesthat are not anintegral part of the effective interest rate of afinancial instrument and are accounted for in
accordancewith SLFRS 15 include:

(a)
(b)

(c)

fees charged for servicing aloan;

commitment feesto originate aloan when theloan commitment is outside the scope of this Standard and it is
unlikely that aspecific lending arrangement will be entered into; and

loan syndication fees received by an entity that arranges a loan and retains no part of the loan package for
itself (or retains a part at the same effectiveinterest rate for comparable risk as other participants).

Continuinginvolvement in transferred assets

AG48 The following are examples of how an entity measures a transferred asset and the associated liability under
paragraph 30.

(a)

All assets

If aguarantee provided by an entity to pay for default losses on atransferred asset prevents the transferred
asset from being derecognized to the extent of the continuing involvement, the transferred asset at the date
of thetransfer ismeasured at thelower of (i) the carrying amount of the asset and (ii) the maximum amount of
the consideration received in the transfer that the entity could be required to repay (‘ the guarantee amount’).
The associated liability is initially measured at the guarantee amount plus the fair value of the guarantee
(which is normally the consideration received for the guarantee). Subsequently, the initial fair value of the
guarantee is recognised in profit or |oss en-atimeproportionbasis when (or as) the obligation is satisfied
(seetKASA8 inaccordance with the principles of SLFRS 15) and the carrying value of the asset isreduced
by any impairment losses.
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L KAS40 I nvestment Property

Paragraphs 9, 67 and 70 are amended and paragraph 85E isadded. Deleted text is struck through and new text isunderlined

Classification of property asinvestment property or owner-occupied property

9 Thefollowing are examples of itemsthat are not investment property and are therefore outside the scope of this
Standard:

(a)

(b) property being constructed or devel oped on behalf of third parties (see LKAS 11 Construction Contracts).
[deleted]

(c)

Disposals

67 The disposa of an investment property may be achieved by sale or by entering into a finance lease. th
deteﬁﬁmrﬁg—tThe date of drsposal for investment property, aﬁ—eﬁtrty—apphes—t-he—eﬁteﬁ-a—m—b%A—S—}S—fef

aeeempaﬁyrﬁg-t:teA—S—IB is the date the reci p|ent obtar ns control of the investment property in accordance
with the requirements for determining when a performance obligation is satisfied in SLFRS 15. LKAS 17
appliesto adisposal effected by entering into afinance lease and to a sale and leaseback.

70 The amount of consideration feeewabte—eﬂ—dfepeeal— to be |ncI uded in the gain or Ioss arrsmg from the
derecognltlon of an mvestment property i y ;

with the requr rementsfor determr ning the transaction pricein paragraphs 47-72 of SLFRS 15. Subsequent
changes to the estimated amount of the consideration included in the gain or loss shall be accounted for in
accordance with the requirementsfor changesin the transaction pricein SLFRS 15.
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Effectivedate

&E SLFRS15 Revenuefrom Contractswith Customers, issued in June 2014, amended paragraphs 3(b), 9, 67 and
70. An entity shall apply those amendmentswhen it applies SLFRS 15.

I FRIC 12 Service Concession Arrangements

Below the heading * References', thereferencesto LKAS 11 Construction Contractsand LKAS 18 Revenue are deleted

and areferenceto SEFRS 15 Revenue from Contractswith Customersis added. Paragraphs 13—15, 18—20and 27 are
amended and paragraph 28D is added. Deleted text is struck through and new text is underlined.

Recognition and measur ement of arrangement consider ation

13 The operator shall recognise and measure revenuein accordance W|th l:léA—Ss—l%and—lS SLFRS 15 for the
serwces it performs

rdenﬂﬂ-abte The nature of the consi deratlon determinesits subsequent account| ng treatment. The subsequent
accounting for consideration received as afinancial asset and as an intangible asset is detailed in paragraphs
23-26 below.

Construction or upgrade services

14 The operator shall account for revende-ane-coststetatingto construction or upgrade services in accordance
withEKASH S FRS15.

Consideration given by thegrantor totheoper ator

15 If the operator provides construction or upgrade services the consideration received or receivable by the
operator shall be recognised in accordance with SLFRS 15 atitsfai-vatde: The consideration may berightsto:

@

18 If theoperator ispaid for the construction services partly by afinancial asset and partly by an intangibl e asset
it is necessary to account separately for each component of the operator’s consideration. The consideration
recel ived or receivabl e for both components shall be recogn| ised initially in accordance with SLFRS 15 atthe
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19 The nature of the consideration given by the grantor to the operator shall be determined by reference to the
contract terms and, when it exists, relevant contract law. The nature of the consideration determines the
subsequent accounting as described in paragraphs 23-26. However, both types of consideration are classified
as a contract asset during the construction or upgrade period in accordance with SLFRS 15.

Operation services

2 Theoperator shall account for revenue and costs relating to operation servicesin accordance with LKAS 18
SLFRS15.

Itemsprovided totheoper ator by thegrantor

27 Inaccordancewith paragraph 11, infrastructure itemsto which the operator is given access by the grantor for

the purposes of the service arrangement are not recognised as property, plant and equipment of the operator.
The grantor may also provide other itemsto the operator that the operator can keep or deal with asit wishes.
If such assetsform part of the consideration payabl e by the grantor for the services, they are not Government
grantsasdeflnedln LKAS20. y

exehaagﬁeﬁt-heassets— I nstead they are accounted for as part of the transact|on prlce asdefinedin SL FRS
15.

Effectivedate

28D SLFRS15 Revenue from Contractswith Customers, issued in June 2014, amended the ‘ References’ section,
thetablein Information note 2 and paragraphs 13-15, 18-20 and 27. An entity shall apply those amendments
whenit applies SLFRS 15.

SI C-27 Evaluating the Substance of Transactions Involvingthe Legal Form of a Lease

Below the heading ‘References’, the references to LKAS 11 Construction Contracts and LKAS 18 Revenue are
deleted and areference to SLFRS 15 Revenue from Contracts withCustomers is added. Paragraph 8 and the section
below ‘ Effective date’ are amended. New text isunderlined.

Consensus

8 Theeriteria requirementsin paragraph206FEKASE8 SLFRS 15 shdll be applied to thefactsand circumstances
of each arrangement in determining when to recognise afee asincome that an Entity might receive. Factors
such as whether there is continuing involvement in the form of significant future performance obligations
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necessary to earn the fee, whether there are retained risks, the terms of any guarantee arrangements, and the
risk of repayment of the fee, shall be considered. Indicatorsthat individually demonstrate that recognition of
the entire fee as income when received, if received at the beginning of the arrangement, is inappropriate
include:

@

Effectivedate

SLFRS 15 Revenue from Contractswith Customerss, issued in June 2014, amended the ‘ References’section and paragraph 8.
An entity shall apply those amendments when it applies SLFRS 15.

SI C-32 Intangible Assets—Web Site Costs

Below the heading ‘ References’, thereferenceto LKA S 11 Construction Contractsisdeleted and areferenceto SLFRS
15 Revenue from Contracts with Customers is added. The section below ‘ Effective date’ is amended. New text is
underlined.

Effectivedate

LKAS 1 amended the terminology used throughout SLFRSs. In addition it amended paragraph 5. An entity
shall apply those amendments for annual periods beginning on or after 1 January 20009. If an entity applies
LKAS1foranearlier period, the amendmentsshall be applied for that earlier period.

SLFRS 15 Revenue from Contracts with Customers, issued in June 2014, amended the * References’ section
and paragraph 6. An entity shall apply that amendment when it applies SLFRS 15.
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