
3.	 Basis of presentation
a.	 Application of new and revised International Financing Reporting Standards (“IFRS”) and interpretations that are mandatorily effective for the 

current year

In the current year, the Entity has applied a number of amendments to IFRS and new Interpretation issued by the International Accounting Standards 
Board (IASB) that are mandatorily effective for an accounting period that begins on or after January 1, 2014.

Amendments to IAS 32 Offsetting Financial Assets and Financial Liabilities

The Entity has applied the amendments to IAS 32, Offsetting Financial Assets and Financial Liabilities, for the first time in the current year. The 
amendments to IAS 32 clarify the requirements relating to the offset of financial assets and financial liabilities. Specifically, the amendments clarify the 
meaning of ‘currently has a legally enforceable right of set-off’ and ‘simultaneous realization and settlement’.

The amendments have been applied retrospectively.

Amendments to IAS 36 Recoverable Amount Disclosures for Non-Financial Assets

The Entity has applied the amendments to IAS 36, Recoverable Amount Disclosures for Non-Financial Assets, for the first time in the current year. The 
amendments to IAS 36 remove the requirement to disclose the recoverable amount of a cash-generating unit (CGU) to which goodwill or other intangible 
assets with indefinite useful lives had been allocated when there has been no impairment or reversal of impairment of the related CGU. Furthermore, the 
amendments introduce additional disclosure requirements applicable to when the recoverable amount of an asset or a CGU is measured at fair value 
less costs of disposal. These new disclosures include the fair value hierarchy, key assumptions and valuation techniques used which are in line with the 
disclosure required by IFRS 13 Fair Value Measurements.

The application of these amendments has had no material impact on the disclosures in the Entity’s consolidated financial statements.

Amendments to IAS 19 Defined Benefit Plans: Employee Contributions

The amendments to IAS 19 clarify how an entity should account for contributions made by employees or third parties to defined benefit plans, based on 
whether those contributions are dependent on the number of years of service provided by the employee.

For contributions that are independent of the number of years of service, the entity may either recognize the contributions as a reduction in the service 
cost in the period in which the related service is rendered, or to attribute them to the employees’ periods of service using the projected unit credit 
method; whereas for contributions that are dependent on the number of years of service, the entity is required to attribute them to the employees’ 
periods of service.

Is not policy of the Entity receiving contributions of your employees and therefore the amendments to IAS 19 did not have a significant impact on the 
Entity’s consolidated financial statements.

Annual Improvements to IFRS 2010-2012 Cycle

The Annual Improvements to IFRS 2010-2012 Cycle include a number of amendments to various IFRS, which are summarized below.

The amendments to IFRS 2 (i) change the definitions of ‘vesting condition’ and ‘market condition’; and (ii) add definitions for ‘performance condition’ and 
‘service condition’ which were previously included within the definition of ‘vesting condition’. The amendments to IFRS 2 are effective for share-based 
payment transactions for which the grant date is on or after July 1, 2014.

The amendments to IFRS 3 clarify that contingent consideration that is classified as an asset or a liability should be measured at fair value at each 
reporting date, irrespective of whether the contingent consideration is a financial instrument within the scope of IFRS 9 or IAS 39 or a non-financial asset 
or liability. Changes in fair value (other than measurement period adjustments) should be recognized in profit and loss. The amendments to IFRS 3 are 
effective for business combinations for which the acquisition date is on or after July 1, 2014.

The amendments to IFRS 8 (i) require an entity to disclose the judgments made by management in applying the aggregation criteria to operating 
segments, including a description of the operating segments aggregated and the economic indicators assessed in determining whether the operating 
segments have ‘ similar economic characteristics’; and (ii) clarify that a reconciliation of the total of the reportable segments’ assets to the entity’s assets 
should only be provided if the segment assets are regularly provided to the chief operating decision-maker.

The amendments to IAS 16 and IAS 38 remove perceived inconsistencies in the accounting for accumulated depreciation/amortization when an item of 
property, plant and equipment or an intangible asset is revalued. The amended standards clarify that the gross carrying amount is adjusted in a manner 
consistent with the revaluation of the carrying amount of the asset and that accumulated depreciation/amortization is the difference between the gross 
carrying amount and the carrying amount after taking into account accumulated impairment losses.

The amendments to IAS 24 clarify that a management entity providing key management personnel services to a reporting entity is a related party of the 
reporting entity. Consequently, the reporting entity should disclose as related party transactions the amounts incurred for the service paid or payable to the 
management entity for the provision of key management personnel services. However, disclosure of the components of such compensation is not required.

The application of these amendments did not have a significant impact on the Entity’s consolidated financial statements.



Annual Improvements to IFRS 2011-2013 Cycle

The Annual Improvements to IFRS 2011-2013 Cycle include a number of amendments to various IFRS, which are summarized below.

The amendments to IFRS 1 clarify the meaning of “effective IFRS” with which first adoptants are allowed to apply a new IFRS even if it is not compulsory, 
if such IFRS allows its anticipated application.

The amendments to IFRS 3 clarify that the standard does not apply to the accounting for the formation of all types of joint arrangement in the financial 
statements of the joint arrangement itself.

The amendments to IFRS 13 clarify that the scope of the portfolio exception for measuring the fair value of a group of financial assets and financial 
liabilities on a net basis includes all contracts that are within the scope of, and accounted for in accordance with, IAS 39 or IFRS 9, even if those contracts 
do not meet the definitions of financial assets or financial liabilities within IAS 32.

The amendments to IAS 40 clarify that IAS 40 and IFRS 3 are not mutually exclusive and application of both standards may be required. Consequently, an 
entity acquiring investment property must determine whether:

(a)	 The property meets the definition of investment property in terms of IAS 40; and

(b)	 The transaction meets the definition of a business combination under IFRS 3.

The application of these amendments did not have a significant impact on the Entity’s consolidated financial statements.

b.	 New and revised IFRS in issue but not yet effective

The Entity has not applied the following new and revised IFRS that have been issued but are not yet effective:

IFRS 9 	 Financial Instruments 3

IFRS 14	 Regulatory Deferral Accounts 1

IFRS 15	 Revenue from Contracts with Customers 2

Amendments to IFRS 11	 Accounting for Acquisitions of Interests in Joint Operations 1

Amendments to IAS 16 e IAS 38 	 Clarification of Acceptable Methods of Depreciation and Amortization 1

1	 Effective for annual periods beginning on or after January 1, 2016, with earlier application permitted.
2	 Effective for annual periods beginning on or after January 1, 2017, with earlier application permitted.
3	 Effective for annual periods beginning on or after January 1, 2018, with earlier application permitted.

IFRS 9 Financial Instruments

IFRS 9 issued in November 2009 introduced new requirements for the classification and measurement of financial assets. IFRS 9 was subsequently 
amended in October 2010 to include requirements for the classification and measurement of financial liabilities and for derecognition and in November 
2013 to include the new requirements for general hedge accounting. Another revised version of IFRS 9 was issued in July 2014 mainly to include a) 
impairment requirements for financial assets and b) limited amendments to the classification and measurement requirements by introducing a ‘fair 
value through other comprehensive income’ (FVTOCI) measurement category for certain simple debt instruments.

Key requirements of IFRS 9:

•	 All recognized financial assets that are within the scope of IAS 39 Financial Instruments: Recognition and Measurement are required to be subsequently 
measured at amortized cost or fair value. Specifically, debt investments that are held within a business model whose objective is to collect the 
contractual cash flows, and that have contractual cash flows that are solely payments of principal and interest on the principal outstanding are 
generally measured at amortized cost at the end of subsequent accounting periods. Debt instruments that are held within a business model whose 
objective is achieved both by collecting contractual cash flows and selling financial assets, and that have contractual terms that give rise on specified 
dates to cash flows that are solely payments of principal and interest on the principal amount outstanding, are measured at FVTOCI.

	 All other debt investments and equity investments are measured at their fair value at the end of subsequent accounting periods. In addition, under 
IFRS 9, entities may make an irrevocable election to present subsequent changes in the fair value of an equity investment (that is not held for trading) 
in other comprehensive income, with only dividend income generally recognized in net income (loss).

•	 With regard to the measurement of financial liabilities designated as of fair value through profit or loss, IFRS 9 requires that the amount of change in the 
fair value of the financial liability that is attributable to changes in the credit risk of that liability is presented in other comprehensive income, unless the 
recognition of the effects of changes in the liability’s credit risk in other comprehensive income would create or enlarge an accounting mismatch in profit 
or loss. Changes in fair value attributable to a financial liability’s credit risk are not subsequently reclassified to profit or loss. Under IAS 39, the entire 
amount of the change in the fair value of the financial liability designated as fair value through profit or loss is presented in profit or loss.

•	 In relation to the impairment of financial assets, IFRS 9 requires an expected credit loss model, as opposed to an incurred credit loss model under 
IAS 39. The expected credit loss model requires an entity to account for expected credit losses and changes in those expected credit losses at each 
reporting date to reflect changes in credit risk since initial recognition. In other words, it is no longer necessary for a credit event to have occurred 
before credit losses are recognized.



•	 The new general hedge accounting requirements retain the three types of hedge accounting mechanisms currently available in IAS 39. Under IFRS 
9, greater flexibility has been introduced to the types of transactions eligible for hedge accounting, specifically broadening the types of instruments 
that qualify for hedging instruments and the types of risk components of non-financial items that are eligible for hedge accounting. In addition, 
the effectiveness test has been overhauled and replaced with the principle of an ‘economic relationship’. Retrospective assessment of hedge 
effectiveness is also no longer required. Enhanced disclosure requirements about an entity’s risk management activities have also been introduced.

	 The Entity’s management anticipates that the application of IFRS 9 in the future may have a material impact on amounts reported in respect of the 
Entity’s financial assets and financial liabilities. However, it is not practicable to provide a reasonable estimate of the effect of IFRS 9 until the Entity 
undertakes a detailed review.

IFRS 15 Revenue from Contracts with Customers

In May 2014, IFRS 15 was issued which establishes a single comprehensive model for entities to use in accounting for revenue arising from contracts with 
customers. IFRS 15 will supersede the current revenue recognition guidance including IAS 18 Revenue, IAS 11 Construction Contracts and the related 
Interpretations when it becomes effective.

The core principle of IFRS 15 is that an entity should recognize revenue to depict the transfer of promised goods or services to customers in an amount 
that reflects the consideration to which the entity expects to be entitled in exchange for those goods or services. Specifically, the Standard introduces a 
5-step approach to revenue recognition:

Step 1: Identify the contract(s) with a customer
Step 2: Identify the performance obligations in the contract
Step 3: Determine the transaction price
Step 4: Allocate the transaction price to the performance obligations in the contract
Step 5: Recognize revenue when (or as) the entity satisfies a performance obligation

Under IFRS 15, an entity recognizes revenue when (or as) a performance obligation is satisfied, i.e. when ‘control’ of the goods or services underlying 
the particular performance obligation is transferred to the customer. Far more prescriptive guidance has been added in IFRS 15 to deal with specific 
scenarios. Furthermore, extensive disclosures are required by IFRS 15.

The Entity’s management anticipates that the application of IFRS 15 in the future may have a material impact on the amounts reported and disclosures 
made in the Entity’s consolidated financial statements. However, it is not practicable to provide a reasonable estimate of the effect of IFRS 15 until the 
Entity performs a detailed review.

Amendments to IFRS 11 Accounting for Acquisitions of Interests in Joint Operations

The amendments to IFRS 11 provide guidance on how to account for the acquisition of a joint operation that constitutes a business as defined in IFRS 
3 Business Combinations. Specifically, the amendments state that the relevant principles on accounting for business combinations in IFRS 3 and other 
standards (e.g. IAS 36 Impairment of Assets regarding impairment testing of a cash generating unit to which goodwill on acquisition of a joint operation 
has been allocated) should be applied. The same requirements should be applied to the formation of a joint operation if and only if an existing business 
is contributed to the joint operation by one of the parties that participate in the joint operation.

A joint operator is also required to disclose the relevant information required by IFRS 3 and other standards for business combinations.

The amendments to IFRS 11 apply prospectively for annual periods beginning on or after January 1, 2016.

The Entity’s management does not anticipate that the application of these amendments to IFRS 11 will have a material impact on the Entity’s consolidated 
financial statements.

Amendments to IAS 16 IAS 38 Clarification of Acceptable Methods of Depreciation and Amortization

The amendments to IAS 16 prohibit entities from using a revenue-based depreciation method for items of property, plant and equipment. The 
amendments to IAS 38 introduce a rebuttable presumption that revenue is not an appropriate basis for amortization of an intangible asset. This 
presumption can only be rebutted in the following two limited circumstances:

a)	 when the intangible asset is expressed as a measure of revenue; or

b)	 when it can be demonstrated that revenue and consumption of the economic benefits of the intangible asset are highly correlated.

The amendments apply prospectively for annual periods beginning on or after January 1, 2016. Currently, the Entity uses the straight-line method for 
depreciation and amortization for its property, machinery and equipment, and intangible assets respectively. The Entity’s management believes that the 
straight-line method is the most appropriate method to reflect the consumption of economic benefits inherent in the respective assets and accordingly, does 
not anticipate that the application of these amendments to IAS 16 and IAS 38 will have a material impact on the Entity’s consolidated financial statements.


