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► Sri Lanka is adopting a new financial reporting framework

SLFRS 2012

Introduction

SLAS SLFRS 2011SLAS
Based on 2004 IFRS/IAS version

UITF Rulings
Ruling 1- 40

SLAS  AG
Application Guidance1 -10

Local practices

►SLFRS/ LKAS
Based on 2011 
IFRS/IAS version

►Revision to 28 
existing standards

►12 new IFRS

►26 IFRICs and SIC

►Changes to the 

SLAS 2011- Bound 

Volume. These changes 

will be effective from 01 

January 2012.

►Effect on  30 SLFRS/ 

LKAS

► Application of Sri Lanka Accounting Standards (SLFRS and 
LKAS for the first time shall be deemed to be an adoption of 
SLFRSs for the first time

SORPs
►26 IFRICs and SIC

SLFRS timeline

Today

Based on  (old) SLAS
YE 31 12 2011YE 31 12 2010

December  year end entity

Based on  (new) SLFRS
YE 31.12.2012Comparatives 31.12.2011

YE 31.12.2011YE 31.12.2010

Based on (old) SLAS

March  year end entity

Based on  (new) SLFRS
YE 31.03.2013Comparatives 31.03.2012

Based on  (old) SLAS
YE 31.03.2012YE 31.03.2011



Key principles

► Provides a suitable starting point for accounting under SLFRS
► Full retrospective application of all SLFRS in force at the 

closing balance sheet date for the first SLFRS financialclosing balance sheet date for the first SLFRS financial 
statements

► Optional exemptions that reduce the burden of retrospective 
application

► Mandatory exceptions where retrospective application is not 
permitted

When to apply SLFRS 1?

► When a company prepares its first SLFRS financial 
statements. 

► These are the first financial statements to contain an explicit► These are the first financial statements to contain an explicit 
and unreserved statement of compliance with SLFRS.

► Transitional provisions of SLFRS do not apply on the date of 
the transition

► Applies to an entity only once in its lifetime



Key Definitions in SLFRS 1

Key definitions

► Sri Lanka Financial Reporting Standards (SLFRSs)
Standards and Interpretations adopted by the Council. They 
comprise:comprise:

a) Sri Lanka Accounting Standards (SLFRS);
b) Sri Lanka Accounting Standards (LKAS); and
c) Interpretations adopted by the Council of ICASL (IFRIC and 

SIC).



Key definitions (Contd)

► First SLFRS financial statements: 
The first annual financial statements in which an entity adopts 
Sri Lanka Financial Reporting Standards (SLFRSs), by an p g ( ), y
explicit and unreserved statement of compliance with 
SLFRSs.

► First-time adopter:
An entity that presents its first SLFRS financial statements.

► First SLFRS reporting period:
The latest reporting period covered by an entity’s First SLFRSThe latest reporting period covered by an entity s First SLFRS 
financial statements.

► Previous GAAP:
The basis of accounting that a first-time adopter used 
immediately before adopting SLFRSs.

Key definitions (Contd)

► Date of transition to SLFRSs : 
The beginning of the earliest period for which an entity 
presents full comparative information under SLFRSs in its first p p
SLFRS financial statements.

► Opening SLFRS statement of financial position: 
An entity’s statement of financial position at the date of 
transition to SLFRSs.



Key definitions (Contd)

Based on SLFRS

YE 31.12.2012Comparatives 31.12.2011

First SLFRS Financial Statements

YE 31.12.10

Previous GAAP FS

Based on SLFRS

First SLFRS reporting period

First SLFRS Financial Statements

Previous GAAP FS

Date of transition-
01.01.2011

Opening 
SLFRS 
SOFP (BS)

Based on SLFRS
YE 31.03.2013Comparatives 31.03.2012

First SLFRS reporting period

YE 31.03.11

Date of transition-
01.04.2011

Opening 
SLFRS 
SOFP (BS)

Requirements



► For the purpose of this presentation assume an entity that has a year end 
of 31 March.

13

Requirements

► Prepare and present an opening SLFRS statement of financial position at 
the date of transition to SLFRSs (Balance sheet as at 1 April 2011). This is 
the starting point for accounting in accordance with SLFRSs.g p g

► Use the same accounting policies for the Balance Sheet as at 1 April 2011 
and throughout YE 31 March 2012 and 2013. 

► Those accounting policies shall comply with each SLFRS effective at the 
end of its first SLFRS reporting period, except as specified in paragraphs 
13–19 and Appendices B–E.

14



Requirements

First SLFRS FS 
with one year of comparatives

Based on SLFRS
YE 31.03.2013Comparatives 31.03.2012YE 31.03.11

Previous GAAP FS

Date of transition-
01.04.2011

Previous SLAS 
reporting ends SLFRS effective on 

31 03 13 applied31.03.13 applied 
retrospectively 
(subject to 
exceptions 
and 
exemptions)

Requirements

► Subject to the exceptions and exemptions (discussed later), a First time 
adopter of SLFRS is required to: 

Recognize

all assets and 
liabilities 
required to be 
recognized by 
SLFRS

De-recognize Classify

all assets and 
liabilities not 
permitted by
SLFRS

all items in 
accordance with 
SLFRS

all assets and 
liabilities in 
accordance 
with SLFRS

Measure

in its Opening SLFRS Statement of Financial Position (BS)
► Adjustments directly in retained earnings (or, if appropriate, another 

category of equity) at the date of transition to SLFRSs. (1 April 2011)



Exemptions and Exceptions

17

Mandatory exceptions from retrospective 
application

► Retrospective application prohibited for:

► SLFRS 1 prohibits retrospective application in certain cases

► Retrospective application prohibited for:
1. Use of estimates
2. Hedge accounting
3. Derecognition of financial assets and financial liabilities
4. Non controlling interest



1. Use of estimates

► Estimates made by management under previous GAAP should not change as a result of

► SLFRS 1 prohibits the use of hindsight in assessing estimates under SLFRS

► Estimates made by management under previous GAAP should not change as a result of 
SLFRS implementation, as management cannot use hindsight. 

► Significant estimates may include
► Income tax
► Future obligations under employee benefit plans
► Useful lives of PPE (NB, these will need to be assessed under LKAS 16)
► Valuation of deferred tax assets (NB, these will need to be assessed under LKAS 12)

► If there is objective evidence that those estimates were in error, change the estimate via 
opening BS 

1. Use of estimates (contd)

► The requirements of SLFRS 1 in connection with estimates are 
summarized in the chart below.

N
o

Estimates 
required by 

previous 
SLAS

Evidence of 
error?

Calculation 
consistent 

with SLFRS?
Yes No

N
o

Make 
estimate 
reflecting 

conditions at 
relevant date

Use previous 
estimates 

and previous 
calculations

Use previous 
estimates 
and adjust 

calculation to 
reflect 
SLFRS





2. Hedge accounting

S S

► An entity may be accounting for derivatives as hedges prior to adoption of SLFRS

► SLFRS 1 requires that:
► If  an instrument is designated as a hedge before the date of transition, but does not meet the 

conditions for hedge accounting, apply LKAS 39 to discontinue hedge accounting
► Contemporaneous documentation requirements apply in order to support hedge accounting



3. Derecognition of financial assets and 
financial liabilities

S S

► Should use LKAS 39 requirements prospectively for transactions occurring after 1.4.2011

► SLFRS 1 requires that:
► If derecognised under previous SLAS before 1.04.2011, do not recognise again
► Recognise if comply with LKAS 39 after 1.04.2011

4. Non-controlling interest

S S

► Should use LKAS 27 requirements prospectively from1.4.2011

► SLFRS 1 requires that:
► (a) the requirement in paragraph 28 that total comprehensive income is attributed to the owners of 

the parent and to the non-controlling interests even if this results in the non-controlling interests 
having a deficit balance;

► (b) the requirements in paragraphs 30 and 31 for accounting for changes in the parent’s ownership 
interest in a subsidiary that do not result in a loss of control; and

► (c) the requirements in paragraphs 34–37 for accounting for a loss of control over a subsidiary, and 
the related requirements of paragraph 8A of SLFRS 5 Non-current Assets Held for Sale and 
Discontinued Operations.



Optional exemptions

Optional exemptions from retrospective 
application
► There are 13 elective exemptions, from which an entity can choose.  Entities will want to 

consider  numerous factors before they make their choice, including cost benefit of choice 
and impact on financial statements

1. Fair value or revaluation to be used as 
deemed cost 

2. Employee benefits
3. Business combinations
4. Cumulative translation differences
5. Designation of previously recognised 

financial instruments

8. Decommissioning liabilities included in PPE
9. Compound financial instruments
10. Insurance contracts
11. Fair value measurement of financial asset 

and financial liability
12. A financial asset or an intangible asset 

accounted for in accordance with IFRIC 12
6. Assets and liabilities of subsidiaries, 

associates, and joint ventures
7. Leases

13. Borrowing Costs

► An entity shall not apply these exemptions by analogy to other items.



D5- D8: Fair Value or Revaluation as Deemed 
Cost
► An entity may elect to measure an item of PPE, IP and Intangible assets at the date of 

transition (01.04. 2011) to SLFRSs at its fair value and use that fair value as its deemed 
cost at that date.

► Deemed cost: 
An amount used as a surrogate for cost or depreciated cost at a given date. Subsequent 
depreciation or amortisation assumes that the entity had initially recognised the asset or 
liability at the given date and that its cost was equal to the deemed cost.

► A first-time adopter may elect to use a previous GAAP revaluation of an item of PPE 
at, or before, the date of transition to SLFRSs as deemed cost at the date of the revaluation, 
if the revaluation was, at the date of the revaluation, broadly comparable to:
(a) fair value; or
(b) cost or depreciated cost in accordance with SLFRSs, adjusted to reflect, for example, 
changes in a general or specific price index.

► The elections in paragraphs D5 and D6 are also available for investment property, if an 
entity elects to use the cost model in LKAS 40 Investment Property; and intangible assets 
that meet LKAS 38 criteria (reliable measurement of original cost the existence of an active 
market)

D5- D8: Deemed Cost

► Deemed cost: 
An entity shall not use Deemed cost principle for other assets or for liabilities

► Event driven use: A first-time adopter may have established a deemed cost in accordance 
with previous GAAP for some or all of its assets and liabilities by measuring them at their 
fair value at one particular date 

– E.g. a privatisation or initial public offering.
It may use such event-driven fair value measurements as deemed cost for IFRSs at the 
date of that measurement.

► Subsequent depreciation is based on the deemed cost and starts from the date at which the 
fair value measurement or revaluation was established.fair value measurement or revaluation was established.

► The option to use an event-driven value is only available if that value was recognised in the 
entity’s financial statements under previous GAAP.



Example deemed cost

Company O acquires a factory building for CU360 on 1 January 20X7 with an expected 
remaining useful life of 40 years at that date. The building is revalued on 1 January 20X8 to 
CU390 and the resulting adjustment is recognised in equity. The building has a depreciated 
carrying amount of CU351 on 1 January 20X8 and CU380 on 1 January 20X9. The depreciation 
method under previous GAAP is acceptable under IAS 16 and the revaluation is broadly 
comparable to fair value at the date of revaluation.

Company O selects the cost model as its accounting policy for measurement after recognition 
of buildings in accordance with IAS 16. Company O has a date of transition of 1 January 20X9. 
At 1 January 20X9, the building has a market value of CU415. Company O has an option to 
measure the building at:

a) fair value at the date of transitiona) fair value at the date of transition, 
b) the previous GAAP revaluation, or 
c) to apply LKAS 16 retrospectively. 

Example deemed cost

The following journal entries are required in each instance.



D10- D11: Employee benefits

► Under LKAS 19 Employee Benefits, an entity may elect to use a “corridor approach” to 
recognize actuarial gains and losses

► However, under SLFRS 1, an entity may choose to recognize all cumulative actuarial gains 
and losses at the date of transition (even if it then chooses to use the corridor approach for 
subsequent actuarial gains and losses)

► No splitting of the cumulative actuarial gains and losses from the inception of the plan until 
the date of transition to SLFRSs into a recognised portion and an unrecognised portion.

D2-D3: Share based payments

► A first time adopter is also encouraged but not required to apply SLFRS 2 to equity

► A first-time adopter is encouraged, but not required, to apply SLFRS 2 Share-based 
Payment to equity instruments that were granted on or before 1 January, 2011. 

► A first-time adopter is also encouraged, but not required, to apply SLFRS 2 to equity 
instruments that were granted after 1 January, 2012 and vested before the later of (a) the 
date of transition to SLFRSs and (b) 1 January, 2012. 

► However, if a first-time adopter elects to apply SLFRS 2 to such equity instruments, it may 
do so only if the entity has disclosed publicly the fair value of those equity instruments, 
determined at the measurement date, as defined in SLFRS 2. 

► For all grants of equity instruments to which SLFRS 2 has not been applied (eg equity 
instruments granted on or before 1 January, 2011), a first-time adopter shall nevertheless 
disclose the information required by paragraphs 44 and 45 of SLFRS 2. If a first-time 
adopter modifies the terms or conditions of a grant of equity instruments to which SLFRS 2adopter modifies the terms or conditions of a grant of equity instruments to which SLFRS 2 
has not been applied, the entity is not required to apply paragraphs 26–29 of SLFRS 2 if the 
modification occurred before the date of transition to SLFRSs.  

► A first-time adopter is encouraged, but not required, to apply SLFRS 2 to liabilities arising 
from share based payment transactions that were settled before the date of transition to 
SLFRSs. A first-time adopter is also encouraged, but not required, to apply SLFRS 2 to 
liabilities that were settled before 1 January, 2012.



D12- D13: Cumulative Translation Adjustments 
(CTA)

U d SLFRS 1 CTA b d d t th t iti d t

► Need not comply with LKAS21  requirements for cumulative translation differences that 
existed at the date of transition to SLFRSs

► Under SLFRS 1, CTA  may be deemed zero at the transition date
► No need to restate historically
► Gain/loss on subsequent disposal of foreign operations will exclude translation differences that arose 

before transition to SLFRS, and shall include later translation differences (after 01.04.2011)

D 19: Designation of previously recognized 
financial instruments
► Exempted from designating only at the initial recognition, by allowing designation at the 

date of transition

► LKAS 39 permits a financial asset to be designated on inital recognition as AFS FA or FL at 
FVtPL (provided it meets with certian criteria). Despite that designation can be done:
► At the date of transition (01.04.2011) to make an AFS designation
► At the date of transition (01.04.2011) , to make a FA or FL that meets with para ((b)(i), 

(ii) or 11A of LKAS 39. 



D14-D15; Investments in subsidiaries, jointly 
controlled entities and associates

► Cost or deemed cost can be used to measure investment in subsidiaries, jointly controlled 
entities or associates

► If a first time adopter, in its separate financial statements uses cost to measure investment 
in subsidiaries, jointly controlled entities and associates, it can measure those investments 
in its separate opening SLFRS balance sheet (01.04.2011), either at:
► Cost in accordance with LKAS 27
► Deemed cost: (either of the following) 

i. Fair value (determined in accordance with LKAS 39) at the entity’s date of transition to IFRSs 
in its separate financial statements; or 

ii Previous GAAP carrying amount at that dateii. Previous GAAP carrying amount at that date.

D16-D17: Assets and liabilities of subsidiaries, 
associates and joint ventures
► In companies with multiple subsidiaries, associates and joint ventures, it is possible that 

SLFRS may be require for the parent prior to the rest of the group, or that a subsidiary may 
adopt SLFRS prior to the parent.

Late comer subsidiaries: If the subsidiary, jointly controlled entity or associate becomes a first 
time adopter later than is parent SLFRS 1 provides a choice between two measurements, in the 
subsidiary’s (or jointly controlled entity and associate) financial statements:
► At the carrying amounts required by the rest of the SLFRS 1, based on the subsidiary’s 

date of transition to IFRSs, or
► At the carrying amounts that would be included in the parent’s consolidated financial 

statements, based on the parent’s date of transition to SLFRSs, if no adjustments were 
made for consolidation procedures and for the effects of the business combination in whichmade for consolidation procedures and for the effects of the business combination in which 
the parent acquired the subsidiary



D16-D17: Assets and liabilities of subsidiaries, 
associates and joint ventures (contd)
► In companies with multiple subsidiaries, associates and joint ventures, it is possible that 

SLFRS may be require for the parent prior to the rest of the group, or that a subsidiary may 
adopt SLFRS prior to the parent.

Late comer parents: 
► If an entity becomes a first-time adopter later than its subsidiary (or associate or joint 

venture) the entity shall, in its consolidated financial statements, measure the assets and 
liabilities of the subsidiary (or associate or joint venture) at the same carrying amounts as in 
the financial statements of the subsidiary (or associate or joint venture), after adjusting for 
consolidation and equity accounting adjustments and for the effects of the business 
combination in which the entity acquired the subsidiary. 

► Similarly if a parent becomes a first time adopter for its separate financial statements► Similarly, if a parent becomes a first-time adopter for its separate financial statements 
earlier or later than for its consolidated financial statements, it shall measure its assets and 
liabilities at the same amounts in both financial statements, except for consolidation 
adjustments.

D9: Leases

A fi t ti d t l th t iti l i i i IFRIC 4 D t i i h th

► Certain arrangements may be determined to be leases under IFRIC 4.

► A first-time adopter may apply the transitional provisions in IFRIC 4 Determining whether an 
Arrangement contains a Lease. 

► Therefore, a first-time adopter may determine whether an arrangement existing at the date 
of transition to SLFRSs contains a lease on the basis of facts and circumstances existing at 
that date.



D21: Decommissioning liabilities

► A first-time adopter need not comply with  the IFRIC 1 Changes in Existing 
Decommissioning, Restoration and Similar Liabilities: requirement that specifies the 
changes in a decommissioning, restoration or similar liability to be added to or deducted 
from the cost of the asset to which it relates; the adjusted depreciable amount of the asset

► A first-time adopter need not comply with these requirements for changes in such liabilities 
that occurred before the date of transition to IFRSs. (01.04.2011)

► If a first-time adopter uses this exemption, it shall:
► measure the liability as at the date of transition to SLFRSs in accordance with LKAS 37;
► to the extent that the liability is within the scope of IFRIC 1 estimate the amount that would have been

from the cost of the asset to which it relates; the adjusted depreciable amount of the asset 
is then depreciated prospectively over its remaining useful life.

► to the extent that the liability is within the scope of IFRIC 1, estimate the amount that would have been 
included in the cost of the related asset when the liability first arose (by discounting the liability to that 
date using its best estimate of the historical risk-adjusted discount rate(s) that would have applied for 
that liability over the intervening period) and

► calculate the accumulated depreciation on that amount, as at the date of transition to SLFRSs, on the 
basis of the current estimate of the useful life of the asset, using the depreciation policy adopted by 
the entity under SLFRSs.

Example D21: Decommissioning liabilities



Example D21: Decommissioning liabilities

D 18: Compound financial instruments

► SLFRS requires and entity to split compound financial instruments into two components –
liability and equity at the time of inception of the instrument.

► Requirement in LKAS 32 is the instrument should be divided into liability and equity. 
► Liability to be adjusted into retained earnings, which would represent the cumulative interest on the 

liability component. 
► The other portion would represent the original equity component.

► However, for the first time adopters it these components do not have to be separated if the 
liability component is no longer outstanding at the date of transition to SLFRS.



D 4: Insurance contracts

► A first time adopter may use transitional provisions in SLFRS 4

► SLFRS is likely to require a change in accounting policy for insurance contracts

► A first time adopter may use transitional provisions in SLFRS 4 . 
► SLFRS 4 restricts changes in accounting policies for insurance contracts, including changes 

made by  a first time adopter.

D 20: Fair value measurement of financial assets 
and liabilities at initial recognition

► [Deleted]

► As there is no specific guidance the effect would be that SLFRS 1 requires all the financial 
assets and financial liabilities be recorded at their fair values from the date of transition.



D 22: Service concession arrangements

► It may be impractical for an operator to apply IFRIC 12 Service concession agreements 
retrospectively

► If this is the case, then SLFRS 1 requires that an entity shall:
► recognize financial assets and intangible assets that existed at the start of the earliest period 

presented;
► use the previous carrying amounts of those financial and intangible assets (however previously 

classified) as their carrying amounts as at that date; and
► test financial and intangible assets recognized at that date for impairment, unless this is not 

practicable, in which case the amounts shall be tested for impairment as at the start of the current 
period.

D 23: Borrowing costs

► [Deleted]

► An entity choosing deemed cost principle for PPE/ IP (assume qualifying assets), should not 
capitalise borrowing costs incurred before the transition date. (01.04.11)

► It would be onerous for a first time adopter who may have previously expensed all 
borrowing costs to be required to gather all the necessary information for the retrospective 
capitalisation of borrowing costs.

► LKAS 23 Transitional provisions indicate: An entity may designate any date before the 
effective date and apply the Standard to borrowing costs related to all qualifying assets for 
which the commencement date of the capitalisation is on or after that date



Example -D 23: Borrowing costs

Qualifying asset 
A

Qualifying asset  
B

Qualifying asset  
CC

Chosen transitional 
provision date for 

LKAS 23

Fist SLFRS 
reporting period 
YE 31.12.12 or 

31.03.13

Example -D 23: Borrowing costs (Contd)

► The construction of Qualifying Asset A began after the date of 
transition and ended in the reporting period; accordingly, 
borrowing costs should be capitalised in accordance with 
LKAS 23LKAS 23. 

► The construction of Qualifying Asset B began before the date 
of transition and extends beyond the end of the first reporting 
period. Because the commencement date for capitalisation is 
before the date of transition, and the entity has elected to 
apply the transitional provisions of LKAS 23, it is not required 
to restate the borrowing costs capitalised before the date of 
transition.

► The construction of Qualifying Asset C began and ended 
before the date of transition Because the entity has elected tobefore the date of transition. Because the entity has elected to 
apply the transitional provisions of IAS 23, it is not required to 
restate the borrowing costs capitalised before the date of 
transition.



C1-C5: Business combinations

SLFRS 1 P id h i

► SLFRS 3 requires business combinations to be accounted for by applying fair values to 
assets and liabilities acquired

► SLFRS 1 Provides a choice:
► Restating all past business combinations according to SLFRS 3
► Restating all business combinations starting from a pre transition date (selected by the company)
► Not restating past business combinations that occurred before the date of transition to SLFRS

31.03.07 31.03.08 31.03.09 31.03.10 31.03.11 31.03.12 31.03.13

Date of 
transition 
01.04.11

Acquired 
Z Ltd

Acquired 
Y Ltd

SLFRS 3 from 01.04.2011SLFRS 1 Appendix C

SLFRS 3 retrospectively

SLFRS 1 Appendix C chosen to apply from (e.g) 01.04.10 SLFRS 3 from 01.04.2010

C1-C5: Business combinations (Contd)

► As an alternative to applying SLFRS 3 retrospectively, SLFRS 1 includes an optional 
exemption for business combinations, set out in Appendix C of the Standard. The most 
significant features of the accounting under SLFRS 1, Appendix C are that:

► the classification of former business combinations (acquisition or uniting of interests) under previous 
GAAP is maintained;

► there is no re-measurement of original ‘fair values’ determined at the time of the business 
combination (date of acquisition); and

► the carrying amount of goodwill recognised under previous GAAP is not adjusted, other than in 
specific instances.



C1-C5: Business combinations (Contd)

► Classification of previous business combinations
► Under previous GAAP, a business combination may have been classified differently than SLFRSs 

would require for the same business combination. For example, under previous GAAP an acquisition 
may have been classified as:may have been classified as:

► a uniting of interests (also known as a ‘pooling of interests’), which is not permitted under 
SLFRS 3; or

► an acquisition following the legal form, which would have been classified as a reverse 
acquisition under SLFRS 3.

► If an entity elects to apply the optional exemption for business combinations, the classification under 
previous GAAP is retained. If the entity instead elects to apply SLFRS 3 retrospectively, the classification 
is changed retrospectively to comply with SLFRS 3.

► The determination as to whether a transaction qualifies for the business combination exemption depends 
on whether that combination meets the definition of a business combination under SLFRSs. If the 
transaction meets the definition regardless of whether it met the definition under the entity’s previoustransaction meets the definition, regardless of whether it met the definition under the entity s previous 
GAAP, use of the exemption for business combinations is permitted for that transaction.

C1-C5: Business combinations (Contd)

► Recognition of assets and liabilities 
► All assets acquired and liabilities assumed in a business combination that qualify for recognition 

under SLFRSs are recognised at the date of transition, except for some financial assets and 
liabilities derecognised under previous GAAPliabilities derecognised under previous GAAP 

► Assets and liabilities are recognised in accordance with the relevant SLFRS for the specific item. 
Therefore, under the optional exemption, research projects and contingent liabilities existing at the 
date of acquisition are not separated from goodwill, as they would be if SLFRS 3 were applied for 
the same business combination.

► Any adjustments arising as a result of the recognition of assets and liabilities not recognised under 
previous GAAP are recognised in retained earnings (or another relevant category of equity), other 
than those related to intangible assets acquired in a business combination and not previously 
recognised. Adjustments to those assets are adjusted against goodwill.

► Assets acquired and liabilities assumed that do not qualify for recognition under SLFRSs, but that 
were recognised under previous GAAP, are derecognised. The resulting adjustments are recognised
in retained earnings unless they relate to an intangible asset (in which case they are adjustedin retained earnings, unless they relate to an intangible asset (in which case they are adjusted 
against goodwill).



C1-C5: Business combinations (Contd)

► Measurment of assets and liabilities
► The measurement of assets acquired and liabilities assumed in a business combination may be 

different to that of other assets and liabilities of the entity. The optional exemption for business 
combinations provides the following three measurement bases for assets and liabilities.combinations provides the following three measurement bases for assets and liabilities.

SLFRS 1 
requirement

C1-C5: Business combinations (Contd)

► Goodwill
► As a general principle, under the optional exemption, the carrying amount of goodwill in the opening 

SLFRS statement of financial position is its carrying amount under previous GAAP – adjusted only 
for the following items.

► No other adjustments to goodwill are permitted at the date of transition when applying the optional 
exemption. SLFRS 1 highlights the following examples for which goodwill is not adjusted:

► to exclude in-process research and development acquired in a business combination (unless it 
qualifies for separate recognition by the acquiree under LKAS 38);

► to adjust previous amortisation of goodwill; and 
► to reverse adjustments to goodwill that SLFRS 3 would not permit, but that were made under 

previous GAAP as a result of adjustments to assets and liabilities between the date of 
acquisition and the date of transition.



C1-C5: Business combinations (Contd)

► Goodwill (Contd)
► Although there is no explicit prohibition in SLFRS 1 on the reversal of a past impairment of goodwill, 

this is similar to the reversal of past amortisation which is prohibited. Also, the list of permitted 
adjustments to goodwill refers only to ‘any resulting impairment loss’ and does not envisage a profit 
arising from the impairment review of goodwill at the date of transitionarising from the impairment review of goodwill at the date of transition.

► From the date of transition, goodwill is no longer amortised. As a result, SLFRS 1 requires that 
goodwill be tested for impairment at the date of transition, in accordance with LKAS 36 Impairment 
of Assets, irrespective of whether there is any indication that goodwill may be impaired. The effect of 
any impairment loss identified is deducted from equity in the opening SLFRS statement of financial 
position.

► When goodwill has been amortised under previous GAAP, the carrying amount of accumulated 
amortisation at the date of transition is adjusted against the original cost of goodwill. The net amount 
is carried forward as the new carrying amount under SLFRSs.

► ‘Negative goodwill’
► Under the optional exemption for business combinations, any ‘negative goodwill’ recognised under 

previous GAAP is derecognised, with a corresponding adjustment to retained earnings at the date of 
transition.

C1-C5: Business combinations (Contd)

► Subsidiaries not consolidated under previous GAAP 
► Under previous GAAP, an entity may not have consolidated a subsidiary acquired in a past business 

combination because, for example, it did not regard the investment as a subsidiary, or because the 
subsidiary was exempted from consolidation under previous GAAP, or because the entity did not prepare 
consolidated financial statements under previous GAAP If a subsidiary has not previously beenconsolidated financial statements under previous GAAP. If a subsidiary has not previously been 
consolidated, at the date of transition the parent identifies the assets and liabilities of the subsidiary and 
adjusts the carrying amounts to the amounts that SLFRSs would require in the subsidiary’s separate 
financial statements. 

► The deemed cost of the goodwill relating to the previously unconsolidated subsidiary at the date of 
transition is calculated as the difference at the date of transition between:

► the parent’s interest in the adjusted carrying amounts of the net assets of the subsidiary; and
► the cost in the entity’s separate financial statements of its investment in the subsidiary.

► The procedures for determining goodwill for a subsidiary that was not previously consolidated could lead 
to the recognition of a significant amount of goodwill if the subsidiary has, subsequent to the date of 
acquisition, reduced the carrying amount of net assets either by distribution of preacquisition reserves or 
by incurring significant losses. In all cases, goodwill recognised is tested for impairment at the date of 
transition.

► If, on the other hand, the subsidiary has generated a significant amount of profit subsequent to acquisition, 
goodwill could be very limited. ‘Negative goodwill’ at the date of transition is recognised directly in retained 
earnings.



C1-C5: Business combinations (Contd)

► Summary of the business combinations exemption 

C1-C5: Business combinations (Contd)

► Summary of the business combinations exemption 



C1-C5: Business combinations (Contd)

► Summary of the business combinations exemption 
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Disclosures



Disclosures

► First set of SLFRS financial statements to include:
- at least three statements of financial position;
- two statements of comprehensive income;

t t i t t t ( if t d)- two separate income statements ( if presented);
- two statements of changes in equity; and
- related notes, including comparative information

► Non-SLFRS comparative information and historical summaries are not required 
to be compliant with SLFRS provided :

- these are prominently labelled as such; and 
the entity discloses the nature (and not value) of main adjustments- the entity discloses the nature (and not value) of main adjustments 
required to make it comply with SLFRS

Disclosures requirements

An entity shall explain how the transition from previous GAAP to 
SLFRS affected its financial position, performance and cash flows 

► reconciliations of its equity reported under previous GAAP to its equity under q y p p q y
SLFRS at:
- the date of transition to SLFRS; and
- the end of the latest period presented in the entity’s most recent annual 

financial statements under previous GAAP
► a reconciliation of its total comprehensive income under SLFRS for the latest 

period in the entity’s most recent annual financial statements to its total 
comprehensive income, or if not available, to its profit or loss under previous 
GAAP for the same period

► disclosures under LKAS 36 around impairment, if an impairment is recognised or 
reversed for opening balance sheetreversed for opening balance sheet 

► an explanation of the material adjustments to the cash flow statement, if it 
presented one under its previous GAAP



Reconciliations

B. Reconciliation of B. Reconciliation of 
Total Total 
Comprehensive Comprehensive 
IncomeIncome

Based on SLFRS
YE 31.03.2013Comparatives 31.03.2012

First SLFRS FS 
with one year of comparatives

YE 31.03.11

Previous GAAP FS

Date of transition-
01.04.2011

Previous SLAS 
reporting ends

SLFRS effective on 
31.03.13 applied 
retrospectively

A.A. Reconciliation Reconciliation 
of Equityof Equity

C. Reconciliation C. Reconciliation 
of Equityof Equity

retrospectively
First SLFRS First SLFRS 
reporting with reporting with 
SLFRS SLFRS 
Reconciliations Reconciliations 
A+B+CA+B+C

Disclosures requirements-
Illustrative reconciliations
► Effect of IFRS adoption for the statement of financial position

As at 31.03.2012As at 01.04.2011

to SLFRS to SLFRS SLFRS



Disclosures requirements-
Illustrative reconciliations
► Effect of SLFRS adoption for the statement of financial 

position As at 31.03.2012As at 01.04.2011

to SLFRS to SLFRS SLFRS

Disclosures requirements-
Illustrative reconciliations
► Reconciliation of equity

As at 31.03.2012

As at 01.04.2011



Disclosures requirements-
Illustrative reconcilitations
► Reconcilitation of Profit for the year ended 31 March 2013

YE 31.03.2012

Disclosures requirements-
Illustrative reconcilitations
► Effect of SLFRS adoption for the consolidated statement of cash flows

YE 31.03.2012

to SLFRS



Disclosures requirements-
Illustrative reconcilitations
► Analysis of cash and cash equivalents under SLFRSs

At  01.04.2011 At 31.03.2012

Disclosures requirements-
Illustrative reconcilitations
► Notes to the reconcilitations



Disclosures requirements-
Illustrative reconcilitations
► Notes to the reconcilitations

Disclosures requirements-
Illustrative reconcilitations
► Notes to the reconcilitations

01.04.2011 31.03.2012



Disclosure requirements

► Interim financial statements 
► If an entity adopting SLFRS is required to prepare interim financial reports (either on a 

voluntary basis or if required to do so by a regulator), it is mandatory to comply with 
the requirements of LKAS 34q

► If the entity prepares interim financial reports under LKAS 34, these should include 
reconciliations of:
- its equity under previous GAAP at the end of that comparable interim period to its equity 

under SLFRS at that date; 
- its comprehensive income under SLFRS for that comparable interim period to comprehensive 

income, or if not available, profit or loss under previous GAAP, both on a current and year-to-
date basis; and

- reconciliations to explain how the transition from previous GAAP to SLFRS affected its 
financial position, performance and cash flows

Disclosure requirements

► First-time adopters should not apply the requirements of LKAS 8 
relating to the disclosure of changes in accounting policies

► In all reconciliations, entity should distinguish errors, if any, under 
i GAAP f ti li hprevious GAAP from accounting policy changes



Thank you.


