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Government Notifications

SRI LANKA ACCOUNTING AND AUDITING STANDARDS ACT, NO.15 OF 1995

Publication under Section 4(2)

By virtue of the powersvested inthe Institute of Chartered Accountants of Sri Lanka (hereinafter referred to asthe* Ingtitute”),
the Institute has adopted the annual improvements to Sri Lanka Accounting Standards 2015 and disclosure initiatives
(amendmentsto LKAS 1), published herewith for the purpose of the Sri LankaA ccounting and Auditing Standards, Act, No.
15 of 1995. These changes shall be effectivefor financial statements covering period commencing on or after thefirst day of
January Two Thousand sixteen.

By Order of the Council,
ARUNA ALWIS,
Secretary
The Institute of Chartered Accountants of Sri Lanka,
No. 30A,
MalalasekeraM awatha,
Colombo 07.

26" November, 2015.

This Gazette Extraordinary can be downloaded from www.documents.gov.lk
PG 2707 (2015/11) 1A




2A | @008 : () ed¢s - & o YEIDIT T w@ISDE Smdded a8 Sens ©wd wyw - 2015.11.26
Part | @ Sec. (I) - GAZETTE EXTRAORDINARY OF THE DEMOCRATIC SOCIALIST REPUBLIC OF SRI LANKA - 26.11.2015

Annual Improvements to SLFRSs 2015
CONTENTS
STANDARDSADDRESSED

SLFRS5 Non-current Assets Held for Sale and Discontinued Operations
SLFRS7 Financial Instruments: Disclosures

LKAS19  Employee Benefits

LKAS34  Interim Financial Reporting

Sandardsaddressed

The following table shows the topics addressed by these amendments.

Sandard Subj ect of amendment

SLFRS5 Non-current Assets Held for Saleand | Changes in methods of disposal.
Discontinued Operations

SLFRS7 Financial Instruments: Disclosures Servicing contracts.

Applicability of theamendmentsto SLFRS 7 to condensed interim
financial statements.

LKAS 19 Employee Benefits Discount rate: regional market issue.

LKAS 34 Interim Financial Reporting Disclosure of information ‘ el sewherein theinterim financial report’.
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Amendmentsto
SLFRS 5 Non-current Assets Held for Sale and Discontinued Operations

Paragraphs 2629 and their related heading are amended and paragraphs 26A and 44L are added. New text isunderlined.

Changes to a plan of sale or to a plan of distribution to owners

2%

If an entity has classified an asset (or disposal group) asheld for sale or as hel dfor d|str|but|on to owners, but the
criteriain paragraphs 7-9 ) areno longer
met, the entity shall ceasetocl assn‘y the asset (or dlsposal group) asheld for saI eor heI d for distribution to owners
(respectively). In such cases an entity shall follow the guidance in paragraphs 27—29 to account for this change

except when paragraph 26A applies.

If an entity reclassifies an asset (or disposal aroup) directly from being held for saleto being held for distribution to
owners, or directly from being held for distribution to ownersto being held for sale, then the changein classification

is considered a continuation of the original plan of disposal. The entity:

(@  shall not follow the guidance in paragraphs 27—29 to account for this change. The entity shall apply the
classification, presentation and measurement requirements in this SLFRS that are applicable to the new
method of disposal.

(b)  shall measure the non-current asset (or disposal group) by following the requirements in paragraph 15 (if
reclassified as held for sale) or 15A (if reclassified as held for distribution to owners) and recognise any

reduction or_increase in the fair value less costs to sell/costs to distribute of the non-current asset (or

disposal group) by following the requirementsin paragraphs 20-25.

(0  shal not changethe date of classification in accordance with paragraphs 8 and 12A. This does not preclude
an extension of the period required to complete a sale or a distribution to owners if the conditions in
paragraph 9 are met.

The entity shall measure a non-current asset (or_disposal group) that ceases to be classified as held for sale or as
held for distribution to owners (or ceasesto be included in adisposal group classified asheld for sale or as held for
distribution to owners) at the lower of:

(@ its carrying amount before the asset (or disposal group) was classified as held for sale or as held for
distribution to owners, adjusted for any depreciation, amortisation or revaluations that would have been
recognised had the asset (or disposal group) not been classified as held for sale or as held for distribution to
owners, and

(b) itsrecoverable amount at the date of the subsequent decision not to sell or distribute. [footnote omitted]

The entity shall include any required adjustment to the carrying amount of a non-current asset that ceases to be
classified as held for sale or as held for distribution to ownersin profit or loss [footnote omitted] from continuing
operations in the period in which the criteriain paragraphs 7-9 or 12A .respectively, are no longer met. Financial
statementsfor the periods since classification asheld for sale or asheld for distribution to owners shall be amended
accordingly if the disposal group or non-current asset that ceases to be classified as held for sale or as held for
distribution to ownersis a subsidiary, joint operation, joint venture, associate, or a portion of an interest in ajoint
ventureor an associate. The entity shall present that adjustment in the same caption in the statement of comprehensive
income used to present again or loss, if any, recognised in accordance with paragraph 37.
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If an entity removes an individual asset or liability from a disposal group classified as held for sale, the remaining
assets and liabilities of the disposal group to be sold shall continue to be measured as a group only if the group
meets the criteria in paragraphs 7-9. If an entity removes an individual asset or liability from a disposal group
classified asheld for distribution to owners, the remaining assets and liabilities of the disposal group to be distributed

shall continue to be measured as a group only if the group meets the criteria in paragraph 12A. Otherwise, the
remaining non-current assets of the group that individually meet the criteriato be classified as held for sale (or as
held for distribution to owners) shall be measured individually at thelower of their carrying amountsand fair values
less coststo sell (or coststo distribute) at that date. Any non-current assets that do not meet the criteriafor held for
saleshall ceaseto beclassified asheld for salein accordance with paragraph 26. Any non-current assets that do_not
meet the criteriafor _held for distribution to ownersshall ceaseto be classified as held for distribution to owners
in accordance with paragraph 26.

Effective date

(2

Annual Improvements to S_FRSs 2015, amended paragraphs 26—29 and added paragraph 26A. An entity shall
apply those amendments prospectively in accordance with LKAS 8 Accounting Policies, Changes in Accounting
Estimates and Errors to changes in a method of disposal that occur in annual periods beginning on or after 1
January 2016. Earlier application is permitted. If an entity applies those amendments for an earlier period it shall
disclose that fact.

Amendments to
SLFRS 7 Financial Instruments; Disclosures

Paragraph 44R is amended and paragraph 44AA isadded. Deleted text is struck through and new text isunderlined.

Effective date and transition

44AA

Disclosures—Offsetting Financial Assetsand Financial Liabilities (Amendmentsto SLFRS7), added paragraphs
13A—13F and B40-B53. An entity shall apply those amendments for annual periods beginning on or after
1 January 2013 and interim periods within those annual periods. An entity shall provide the disclosures required
by those amendments retrospectively.

Annual Improvements to SLFRSs 2015, amended paragraphs 44R and B30 and added paragraph B30A. An entity

shall apply those amendments retrospectively in accordance with LKAS 8 Accounting Policies, Changes in
Accounting Estimatesand Errorsfor annual periods beginning on or afterl January 2016, except that an entity need
not apply the amendments to paragraphs B30 and B30A for any period presented that begins before the annual
period for which the entity first appliesthose amendments. Earlier applicationof the amendmentsto paragraphs 44R,

B30 and B30A ispermitted. If an entity appliesthose amendmentsfor an earlier period it shall disclosethat fact.

InAppendix B, paragraph B30 isamended and paragraph B30A isadded. New text isunderlined.

Continuing involvement (paragraph 42C)
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B30

B30A

An entity does not have a continuing involvement in atransferred financial asset if, aspart of thetransfer, it neither
retains any of the contractual rights or obligationsinherent in the transferred financial asset nor acquires any
new contractual rights or obligations relating to the transferred financial asset. An entity does not have continuing
involvement in atransferred financial asset if it has neither an interest in the future performance of the transferred
financial asset nor aresponsibility under any circumstancesto make paymentsin respect of thetransferred financial
asset inthefuture. Theterm ‘ payment’ in this context does not include cash flows of the transferred financial asset
that an entity collects and is required to remit to the transferee.

When an entity transfers afinancial asset, the entity may retain the right toservice that financial asset for afee that

isincluded in, for example, aservicing contract. The entity assesses the servicing contract in accordance with the
guidance in paragraphs 42C and B30 to decide whether the entity has continuing involvement as aresult of
the servicing contract for the purposes of the disclosure requirements. For example, aservicer will have continuing
involvement in the transferred financial asset for the purposes of the disclosure requirementsif the servicing feeis
dependent on the amount or timing of the cash flows collected from the transferred financial asset. Similarly, a
servicer has continuing involvement for the purposes of the disclosure requirementsif afixed fee would not be paid
in full because of non-performance of the transferred financial asset. |n these examples, the servicer hasaninterest
in the future performance of the transferred financial asset. This assessment isindependent of whether thefeeto be
received is expected to compensate the entity adequately for performing the servicing.

Consequential amendment to
SLFRS 1 First-time Adoption of Sri Lanka Accounting Standards

Paragraph 39AA isadded. New textisunderlined.

Effective date

39AA  Annual Improvements to S FRSs 2015, added paragraph E4A. An entity shall apply that amendment for annual

periods beginning on or after 1 January 2016. Earlier application ispermitted. If an entity appliesthat amendment for
an earlier period it shall disclosethat fact.

InAppendix E, paragraph E4A isadded. New text isunderlined.

E4A

Disclosur esabout financial instruments

A first-time adopter may apply thetransition provisionsin paragraph 44AA of SLFRS?7.

Amendment to
L KAS 19 Employee Benefits

Paragraph 83 isamended and paragraphs 176-177 are added. Deleted text isstruck through and new text is underlined.
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83

Actuarial assumptions: discount rate

post-employment benefit obligations.

Transition and effectivedate

Therateused todiscount post-employment benefit obligations (both funded and unfunded) shall bedeter mined by
referencetomarket yieldsat theend of thereporting period on high quality cor poratebonds. In For countries
currencieswherefor which thereisno deep market in such high quality cor por atebonds, the market yields(at the
end of thereporting period) on gover nment bondsdenominated in that cur rency shall beused. Thecurrency and
term of thecor poratebondsor government bondsshall beconsistent with thecurrency and estimated term of the

Annual |mprovementsto SLFRSs 2015, amended paragraph 83 and added paragraph 177. An entity shall apply that

amendment for annual periods beginning on or after 1 January 2016. Earlier application is permitted. If an entity

applies that amendment for an earlier period it shall disclose that fact.

An entity shall apply the amendment in paragraph 176 from the beginning of the earliest comparative period

presented in thefirst financial statementsin which the entity appliesthe amendment. Any initial adjustment arising

from the application of the amendment shall be recognised in retained earnings at the beginning of that period.

Amendment to
LKAS 34 Interim Financial Reporting

Paragraph 16A is amended and paragraph 56 is added. Deleted text is struck through and new text is underlined.

16A

Other disclosures

In addition to disclosing significant eventsand transactionsin accor dancewith par agr aphs 15-15C, an entity
shall includethefollowinginformation, in thenotestoitsinterim financial statements, if not disclosed or elsawhere
intheinterim financial report. Thefollowing disclosur esshall begiven either in theinterim financial statements

or incor por ated by cross-reference from theinterim financial statementsto some other statement (such as

management commentary or risk report) that isavailableto user sof thefinancial statementson thesameterms
astheinterim financial ssatementsand at thesametime. I f user sof thefinancial statementsdo not have accessto

theinformation incor por ated by cr oss-r efer ence on the sameter msand at thesametime, theinterim financial

report is incomplete. Theinfor mation shall normally bereported on afinancial year-to-datebasis.

@

Effective date

83

Annual Improvements to SLFRSs 2015, amended paragraph 16A. An entity shall apply that amendment
retrospectively in accordance with LK AS 8 Accounting Policies, Changesin Accounting Estimatesand Errorsfor

annual periodsbeginning on or after 1 January 2016. Earlier applicationis permitted. If an entity appliesthe amendment

for an earlier period it shall disclose that fact.
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Disclosurelnitiative

(AmendmentstoLKAS1)

CONTENTS

AMENDMENTSTO LKAS1
PRESENTATION OF FINANCIAL STATEMENTS

CONSEQUENTIAL AMENDMENTSTO THE GUIDANCE ON IMPLEMENTING
OTHER STANDARDS
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Amendments to
LKAS 1 Presentation of Financial Statements

Paragraphs 10, 31, 54-55, 82A, 85, 113114, 117, 119 and 122 are amended, paragraphs 30A, 55A, 85A-85B and 139P are
added and paragraphs 115 and 120 are deleted. Paragraphs 29-30, 112, 116, 118 and 121 have not been amended but are
included for ease of reference. Deleted text is struck through and new text is underlined.

10

Completeset of financial statements
A completeset of financial statementscomprises:

@ astatement of financial position asat theend of theperiod;

(b) astatement of profit or lossand other comprehensiveincomefor theperiod;

(o) astatement of changesin equity for theperiod;

(d  astatement of cash flowsfor theperiod;

(& notes, comprisingasummary of significant accounting policiesand other explanatory infor mation;

(e8) comparativeinformation in respect of thepreceding period asspecified in paragraphs38and 38A; and

® a statement of financial position asat the beginning of the preceding period when an entity appliesan
accounting policy retrospectively or makesar etr ospectiver estatement of itemsinitsfinancial statements,
or when it reclassifiesitemsin itsfinancial statementsin accordancewith par agraphs40A—40D.

An entity may usetitlesfor thestatementsother than thoseused in thisSandard. For example, an entity may usethetitle
‘statement of comprehensiveincome’ instead of ‘ statement of profit or lossand other comprehensiveincome'.

Materiality and aggregation

29

0

An entity shall present separ ately each material classof similar items. An entity shall present separ ately itemsof
adissimilar natureor functionunlessthey areimmaterial.

Financial statements result from processing large numbers of transactions or other events that are aggregated into
classes according to their nature or function. The final stage in the process of aggregation and classification isthe
presentation of condensed and classified data, which form lineitemsin thefinancial statements. If alineitemisnot
individually material, it isaggregated with other items either in those statements or in the notes. An item that is not
sufficiently material to warrant separate presentation in those statements may warrant separate presentation in the
notes.

When applying this and other SLFRSs an entity shall decide, taking into consideration all relevant facts and
circumstances, how it aggregates information in the financial statements, which include the notes. An entity shall
not reduce the understandability of its financial statements by obscuring material information with immaterial
information or by aggregating material items that have different natures or functions.

Some SLFRSs specify information that is required to be included in the financial statements, which include the
notes. An entity need not provide a specific disclosure required by an SLFRSf theinformation resulting from that
disclosure is not material. Thisis the case even if the SLFRS contains a list of specific requirements or describes
them as minimum requirements. An entity shall also consider whether to provide additional disclosures when
compliancewith the specific requirementsin SLFRS sinsufficient to enable users of financial statementsto understand
the impact of particular transactions, other events and conditions on the entity’s financial position and financial
performance.
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82A

85

I nfor mation to be presented in the statement of financial position
Asaminimum, The statement of financial position shall include lineitemsthat present the following amounts:

@

An entity shall present additional line items (including by di regating the line items listed in par
headings and subtotalsin the statement of financial position when such presentation isrelevant to an understanding
of the entity’sfinancial position.

When an entity presents subtotals in accordance with paragraph 55, those subtotals shall:

(@  becomprised of line items made up of amounts recognised and measured in accordance with SL FRS:;

(b)  be presented and labelled in a manner that makes the line items the constitute the subtotal clear and
understandabl e;

(©)  beconsistent from period to period, in accordance with paragraph 45; and

(d) not bedisplayed with more prominence than the sub totals and totals required in SL FRSfor the statement of

financial position.

Information to bepresented in theother compr ehensiveincomesection

the period of :
(@ itemsof other comprehensiveincome(excudingamountsin paragraph (b)), classified by natureand grouped
intothosethat, in accordancewith other SL FRSs:

(&)@ will not bereclassified subsequently to profit or loss; and
{bfii)  will bereclassified subsequently to profit or losswhen specific conditionsaremet.

(b) theshareof theother comprehensiveincome of associatesand joint ventur esaccounted for usingtheeguity
method, separ ated into the shar e of itemsthat, in accor dancewith other SL FRSs:

0] will not bereclassified subsequently to profit or loss; and

(i) will bereclassified subsequently to profit or losswhen specific conditionsaremet.

An entity shall present additional lineitems(including by disaggr egating thelineitemslisted in paragraph 82),
headingsand subtotalsin the statement(s) presenting profit or lossand other compr ehensiveincomewhen such
presentation isrelevant to an under standing of theentity’ sfinancial performance.

When an entity presents subtotals in accordance with paragraph 85, those subtotals shall:

(8 becomprised of line items made up of amounts recognised and measured in accordance with SLFRS;
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112

113

114

(b) be presented and labelled in a manner that makes the line items that constitute the subtotal clear and
understandable;

© nsi from peri iod. in I with raph 45;

(d) not bedisplayed with more prominence than the subtotals and totals required in SL FRSfor the statement(s
presenting profit or 1oss and other comprehensive income.

An entity shall present the lineitemsin the statement(s) presenting profit or loss and other comprehensive income

that reconcile any subtotals presented in accordance with paragraph 85 with the subtotals or totals required in
SLFRSfor such statement(s).

Sructure
Thenotesshall:

(@ presentinformation about thebasisof preparation of thefinancial statementsand the specific accounting
policiesused in accordancewith paragraphs 117-124;

(b) disclosetheinformation required by SL FRSsthat isnot presented elsewherein thefinancial statements;
and

(c) provideinformation that isnot presented elsewherein thefinancial statements, but isrelevant to an
under standing of any of them.

An entity shall, asfar aspracticable, present notesin asystematic manner. | n deter mining a systematic manner,
theentity shall consider theeffect on theunder sandability and compar ability of itsfinancial satements.An entity
shall crossreference each item in the statementsof financial position and in the statement(s) of profit or lossand
other compr ehensiveincome, and in thestatementsof changesin equity and of cash flowstoany related information
inthenotes.

to compare them with financial statements of other entities: Examples of systematic ordering or grouping of the

notes include;

(@& givingprominenceto theareas of its activitiesthat the entity considersto be most rel evant to an understanding
of itsfinancial performance and financial position, such as grouping together information about particul ar
operating activities;

E

grouping together information about items measured similarly such as assets measured at fair value; or

(c) followingtheorder of thelineitemsin the statement(s) of profit or loss and other comprehensiveincome and
I ffi - ” has

@) statement of compliancewith SLFRSs (see paragraph 16);

B)(ii) summanyof significant accounting policies applied (see paragraph 117);

fe)iii) supporting information for items presented in the statements of financial position and in the
statement(s) of profit or loss and other comprehensive income, and in the statements of changesin
equity and of cash flows, in the order in which each statement and each lineitem is presented; and
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{d)(iv) other disclosures, including:

B(1) contingent liabilities (see LKAS 37) and unrecognized contractual commitments,; and

32 non-financial disclosures, eg the entity’s financial risk management objectives and policies
(see SLFRS7).

116 An entity may present notes providing information about the basis of preparation of the financial statements and
specific accounting policies as a separate section of the financial statements.

Disclosur e of accounting policies
117 An entity shall disclose ir-thesuwmmaryof itssignificant accounting policiescomprising:
(@ themeasurement basis(or bases) used in preparingthefinancial statements; and
(b) theother accountingpoliciesused that arerelevant to an under standing of thefinancial statements.

118 Itisimportant for an entity to inform users of the measurement basis or bases used in the financial statements (for
example, historical cost, current cost, net realisable value, fair value or recoverable amount) because the basis on
which an entity prepares the financial statements significantly affects users' analysis. When an entity uses more
than one measurement basisin the financial statements, for example when particular classes of assetsare revalued,
it issufficient to provide an indication of the categories of assets and liabilitiesto which each measurement basisis

applied.

119 In deciding whether a particul ar accounting policy should be disclosed, management considers whether disclosure
would assist users in understanding how transactions, other events and conditions are reflected in reported
financial performance and financial position. Each entity considersthe nature of its operations and the policiesthat
the users of its financial statements would expect to be disclosed for that type of entity. Disclosure of particular
accounting policies is especially useful to users when those policies are selected from aternatives allowed in
SLFRSs. An exampleisdisclosure of whether an entity appliesthefair value or cost model to itsinvestment property
(see LKAS40 Investment Property). Some SL FRSs specifically require disclosure of particular accounting policies,
including choices made by management between different policies they allow. For example, LKAS 16 requires
disclosure of the measurement bases used for classes of property, plant and equipment.

120 [Deleted] Each entity considersthe nature of its operations and the policiesthat the users of itsfinancial statements
would expect to be disclosed for that type of entity. For example, users would expect an entity subject to income
taxes to disclose its accounting policies for income taxes, including those applicable to deferred tax liabilities and
assets. When an entity has significant foreign operations or transactions in foreign currencies, users would expect
disclosure of accounting policies for the recognition of foreign exchange gains and losses.

21 An accounting policy may be significant because of the nature of the entity’s operations even if amountsfor current
and prior periods are not material. It is also appropriate to disclose each significant accounting policy that is not
specifically required by SL FRSs but the entity selects and appliesin accordance with LKAS 8.
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122 An entity shall disclose, +r-the-summary-of along with its significant accounting policies or other notes, the
judgements, apart from those involving estimations (see par agr aph 125), that management hasmadein the
process of applying the entity’ saccounting policiesand that have the most significant effect on theamounts
recognised in thefinancial statements.

Transition and effective date

139P  Disclosurelnitiative (Amendmentsto LKAS 1), amended paragraphs 10, 31, 54-55, 82A, 85, 113-114, 117, 119 and
122, added paragraphs 30A, 55A and 85A—85B and deleted paragraphs 115 and 120. An entity shall apply those
amendmentsfor annual periods beginning on or after 1 January 2016. Earlier application is permitted. Entitiesare not
required to disclose the information required by paragraphs 28-30 of LKAS 8 in relation to these amendments.

Consequential amendments to other Standards

SLFRS 7 Financial Instruments; Disclosures

Paragraph 21 is amended and paragraph 44BB is added. Deleted text is struck through and new text is underlined.

Accounting policies

2 In accordance with paragraph 117 of LKAS1Presentation of Financial Statements(as revised in 2007), an entity
discloses, Hthesdmmary-ef its significant accounting policies, comprising the measurement basis (or bases) used
in preparing the financial statements and the other accounting policies used that are relevant to an understanding
of the financial statements.

Effective date and transition

44BB  Disclosure Initiative (Amendments to LKAS 1), amended paragraphs 21 and B5. An entity shall apply those
amendments for annual periods beginning on or after 1 January 2016. Earlier application of those amendmentsis
permitted.

In Appendix B, paragraph B5 is amended. Deleted text is struck through and new text is underlined.

Other disclosure — accounting policies (paragraph 21)

B5 Paragraph 21 requires disclosure of the measurement basis (or bases) used in preparing the financial statements and
the other accounting policies used that are relevant to an understanding of the financial statements. For financial
instruments, such disclosure may include:

@

Paragraph 122 of LKAS 1 also requires entitiesto disclose, #thesdmmanyof along with its significant accounting
policies or other notes, the judgements, apart from those involving estimations, that management has made in the
process of applying the entity’s accounting policies and that have the most significant effect on the amounts
recognised in the financial statements.
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LKAS 34 Interim Financial Reporting

Paragraph 5 is amended and paragraph 57 is added. Deleted text is struck through and new text is underlined.

Content of an interim financial report

5 LKAS 1 defines acomplete set of financial statements as including the following components:

G notes, comprising asummary of significant accounting policies and other explanatory information;

Effective date

57 Disclosure Initiative (Amendmentsto LKAS 1), amended paragraph 5. An entity shall apply that amendment for
annual periods beginning on or after 1 January 2016. Earlier application of that amendment is permitted.
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