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Simplification of Financial Reporting 
through SLFRS for SMEs

uQ,H jd¾;dlrKh ir, lsÍu -
iq¿ yd uOHu mßudK

jHjidhka i|yd Y%S ,xld uQ,H
jd¾;dlrK m%ñ;sh uÕska

A Presentation  to practitioners and preparers of financial 
statements on SLFRS for SMEs  on 28th February 2013

Agenda
• Introduction of SLFRS for SMEs

• Which entities are eligible to use SLFRS for SMEs
• Detail requirements in SLFRS for SMEs
• Differences between SLFRS for SMEs and full SLAS 
• How to tackle transition from SLAS 
• Discussion
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A Presentation  to practitioners and preparers of financial 
statements on SLFRS for SMEs  on 28th February 2013

Introduction of 
SLFRS for SMEs

ONLY FOR DISCUSSION

1 1995 wxl 15 ork Y%S ,xld .sKqïlrK yd ú.Kk m%ñ; mk;

wkqj fuu iq¿ yd uOHu mßudK jHjidhka i|yd Y%S ,xld

uQ,H jd¾;dlrK m%ñ;sh ksl=;a lr we;'

2 2011'12'22 jk Èk wxl 1737$18 ork w;s úfYaI .eiÜ m;%h

uÕska fuu m%ñ;sh m%isoaêhg m;a lr we;'

3 fuu m%ñ;sh iajdëk tla m%ñ;shla jqj;a Y%S ,xld .sKqï m%ñ;

ish,af,ysu wka;¾.; ks¾foaYhka wod< jk mßÈ iq¿ yd uOHu

jHdmdr j,g fhda.H wdldrhg ixCIsma;j fuys wka;¾.; lr

we;'

4 fujeks m%ñ;shla wkq.ukh lsÍfuka iq¿ yd uOHu mßudK

jHdmdr j, úYajdikSh;ajh j¾Okh ùula isÿfõ'
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A Presentation  to practitioners and preparers of financial 
statements on SLFRS for SMEs  on 28th February 2013

Why do we need SLRFS for SMEs?

• High quality globally accepted financial reporting standard –
carefully applied – benefit many stakeholders:

– Information is understandable – f;areï.; yels nj

– Reduce compliance costs ‐ msßjeh wju lsÍu

– Owners/ Capital providers have confidence úYajikShnj
;yjqre lsÍu

– Remove uncertainties that affect their cost of capital 
m%d.aOk msßjeh ms<sn| wúksYaÑ;;d bj;a lsÍu

• Improve consistency in audit quality

A Presentation  to practitioners and preparers of financial 
statements on SLFRS for SMEs  on 28th February 2013

Why Would an SME Want to Adopt It?

• SLFRS for SMEs is a 
completely stand alone SLFRS

• Tailored for SMEs
– User needs for information about cashflows, liquidity, 

and solvency
– Costs and SME capabilities

• Much smaller
– 295 pages vs 1200+ in full SLASs

• Simplifications from full SLASs
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A Presentation  to practitioners and preparers of financial 
statements on SLFRS for SMEs  on 28th February 2013

Good Financial Reporting Made Simple.

– Some topics in SLFRSs omitted if irrelevant to private 
entities

– Where SLFRSs have options, include only simpler option

– Recognition and measurement simplifications

– Reduced disclosures

– Simplified drafting

A Presentation  to practitioners and preparers of financial 
statements on SLFRS for SMEs  on 28th February 2013

Disclosure Simplifications

Big reduction in disclosures:

• Full SLFRSs – more than 
3,000 items in the 
disclosure checklist

• SLFRS for SMEs – roughly 
300 disclosures
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A Presentation  to practitioners and preparers of financial 
statements on SLFRS for SMEs  on 28th February 2013

Which entities are eligible to 
use 

SLFRS for SMEs?

A Presentation  to practitioners and preparers of financial 
statements on SLFRS for SMEs  on 28th February 2013

Who Is Eligible to Use It?
• Any entity that does not have public accountability. 

^fmdÿ .sKqïlghq;=Ndjh fyj;a uyckhd fj; .sKqï bÈßm;a lsÍfï j.lSu&

– securities not publicly traded
– not a financial institution
... and is required or chooses to produce 
General Purpose Financial Statements (GPFS) 
^fmdÿ mrud¾: uQ,H m%ldYk&

• Size is no barrier
• Listed companies may not use, 

no matter how small
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A Presentation  to practitioners and preparers of financial 
statements on SLFRS for SMEs  on 28th February 2013

Details of 
SLFRS for SMEs

introduction

A Presentation  to practitioners and preparers of financial 
statements on SLFRS for SMEs  on 28th February 2013

Section by section highlights

35 sections of the SLFRS for SMEs
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A Presentation  to practitioners and preparers of financial 
statements on SLFRS for SMEs  on 28th February 2013

Section 1  Small and medium entities 
^iq¿ yd uOH mßudK jHjidhka&

• Defines SME :
Small and medium‐sized entities are entities that:
(a) do not have public accountability, and
(b) publish general purpose financial statements for external 

users. 

A Presentation  to practitioners and preparers of financial 
statements on SLFRS for SMEs  on 28th February 2013

Section 1  Small and medium entities
An entity has public accountability if:
(a) its debt (debentures) or equity (shares) are traded in a public

market or it is in the process of trading (getting a listing)
Khlr fyda ialkaO m;% fldgia fj<|mf,a fj<|dï jkafkakï fyda tfia
ksl=;a lsÍfï l%shdj,sfhys fh§ we;akï

(b) it holds assets in a fiduciary capacity as one of its primary
businesses.
m%Odk jHdmdr lghq;= f,i Ndysr md¾Yj iuQyhlf.a j;alï Ndrldr
;;a;ajfhka ord isàu
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A Presentation  to practitioners and preparers of financial 
statements on SLFRS for SMEs  on 28th February 2013

Section 1  Small and medium- sized entities
• Following are not SMEs under SLAAS Act

– Banks nexl= wdh;k

– Insurance companies rCIK wdh;k

– Leasing companies  l,anÿ jHdmdr

– Factoring companies idOllrk iud.ï

– Finance companies uQ,H iud.ï

– Unit trusts tallNdr iud.ï

– Fund management companies wruqo,a l<ukdlrK iud.ï

– Stock brokers or stock dealers fldgia ;e/õlrejka iy fldgia ksfhdað;hska

– Stock exchange fldgia yqjudre iud.ï

– Listed companies ,ehsia;=.; iud.ï

– Public corporations engaged in 
the sale of goods or in the 
provision of services  NdKav úlsKSu fyda fiajd imhk rdcH ixia:d

A Presentation  to practitioners and preparers of financial 
statements on SLFRS for SMEs  on 28th February 2013

Section 2  Concepts and Principles
ixl,am yd uQ,O¾u
• Objective of Financial Statements uQ,H m%ldYkj, mrud¾:h

To provide information about the financial position,
performance and cash flows of the entity that is useful for
economic decision‐making by a broad range of users.

Financial statements also show the results of the stewardship of
management‐the accountability of management for the
resources entrusted to it.

An entity shall prepare its financial statements using the
accrual basis or accounting. ^WmÑ; moku&
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A Presentation  to practitioners and preparers of financial 
statements on SLFRS for SMEs  on 28th February 2013

Section 2  Concepts and Principles
ixl,am yd uQ,O¾u
• Qualitative characteristics uQ,H m%ldYk j, .=Kd;aul ,CIK

Understandability  wjfndaOlr.; yels nj

Relevance wod<Ndjh

Materiality m%udKd;aulNdjh

Reliability úYajikShNdjh

Substance over form úIhdkq.;Ndjh

Prudence úpCIKNdjh

Completeness iïmQ¾K;ajh

Comparability ixikaokd;aulNdjh

Timeliness hdj;ald,SkNdjh

A Presentation  to practitioners and preparers of financial 
statements on SLFRS for SMEs  on 28th February 2013

Section 2  Concepts and Principles
ixl,am yd uQ,O¾u

• Elements of Financial Statements uQ,H m%ldYkj, uQ,sldx.hka

Assets
Liabilities
Equity
Income (Revenue and Gains)
Expenses (Expenses and Losses)
Cash Flows
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A Presentation  to practitioners and preparers of financial 
statements on SLFRS for SMEs  on 28th February 2013

Section 2  Concepts and Principles
ixl,am yd uQ,O¾u

• Recognition of Assets, liabilities, income and expenses
Recognition is the process of incorporating in the financial
statements an item that meets the definition of an asset,
liability, income or expense and satisfies the following criteria:

(a) it is probable that any future economic benefit associated
with the item will flow to or from the entity; and
whs;uh yd ne÷kq wkd.; wd¾Ól m%;s,dN jHdmdrh ;=<g .,dtau
fyda .,dhdfï yelshdj

(b) the item has a cost or value that can be measured reliably.
whs;ufha msßjeh fyda w.h úYajikSh f,i uekSfï yelshdj

A Presentation  to practitioners and preparers of financial 
statements on SLFRS for SMEs  on 28th February 2013

Section 2  Concepts and Principles
ixl,am yd uQ,O¾u

• Measurement of assets, liabilities, income and expenses
Two common measurement basis fmdÿ ñKqïlrK mokï

(a) Historical Cost ffM;sydisl msrsjeh

(b) Fair Value idOdrK w.h
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A Presentation  to practitioners and preparers of financial 
statements on SLFRS for SMEs  on 28th February 2013

Section 2  Concepts and Principles
ixl,am yd uQ,O¾u

• Basic Measurement concepts uQ,sl ñKqïlrK ixl,am

• Measurement at initial recognition y÷kd.ekSfï§ ñKqïlrKh

‐ measure assets and liabilities at historical cost unless SLFRS
for SMEs requires another basis fjk;a mokula u; l<hq;= nj
olajd fkdue;s kï" ish¿u j;alï yd nerlï uQ,sl y÷kd.ekSfï§
msßjehg ueksh hq;=fõ'

A Presentation  to practitioners and preparers of financial 
statements on SLFRS for SMEs  on 28th February 2013

Section 3  Financial Statement Presentation
uQ,H m%ldYk bÈßm;a lsÍu
• Fair Presentation idOdrK bosrsm;a lsrSu

• Compliance with the SLFRS for SMEs wkql+,;djh

• Going Concern wLKav meje;au

• Reporting Period jd¾;dlrK ld,Éfþoh

• Consistency of Presentation taldldÍNdjh

• Comparative Information ixikaokd;aul f;dr;=re

• Materiality and Aggregation m%udKd;aulNdjh iy 
iudyrKh
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A Presentation  to practitioners and preparers of financial 
statements on SLFRS for SMEs  on 28th February 2013

Section 3 Financial Statement Presentation
uQ,H m%ldYk bÈßm;a lsÍu
• Complete set of financial statements:

iïmq¾K uQ,H m%ldYk lÜg,h
– Statement of financial position uQ,H ;;a;aj m%ldYkh

– Either single statement of comprehensive income, or two
statements: Income statement and statement of
comprehensive income úia;S¾K wdodhï m%ldYkh

– Statement of changes in equity ialkaO fjkiaùï m%ldYkh

– Statement of cash flows uqo,a m%jdy m%ldYkh

– Notes igyka

A Presentation  to practitioners and preparers of financial 
statements on SLFRS for SMEs  on 28th February 2013

Section 3 Financial Statement Presentation
uQ,H m%ldYk bÈßm;a lsÍu
• Identification of the Financial Statements

(a) Name of the reporting entity jd¾;dlrK tallfha ku

(b) Whether the financial statements cover the individual entity or a
group tallhlao iuQyhlao hkj.

(c) End of the reporting period and the period covered
jd¾;dlrK ld,Éfþofha wjidk Èk iy jd¾;dlrK
ld,Éfþoh

(d) The presentation currency bÈßm;a lrk uqo,a tallh

(e) The level of rounding jghSfï wdikak;djh
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A Presentation  to practitioners and preparers of financial 
statements on SLFRS for SMEs  on 28th February 2013

Section 3 Financial Statement Presentation
uQ,H m%ldYk bÈßm;a lsÍu

• If an entity has no items of other comprehensive income in any
of the periods for which financial statements are presented, it
may present only an income statement, or it may present a
statement of comprehensive income in which the ‘bottom line’
is labelled ‘profit or loss’.

A Presentation  to practitioners and preparers of financial 
statements on SLFRS for SMEs  on 28th February 2013

Section 4  Statement of Financial Position
uQ,H ;;a;aj m%ldYkh

• May still be called “balance sheet”
• Current/non‐current split is not required if entity concludes 

liquidity approach is better
• Some minimum line items  
• And some items that may be in the statement or in the notes
• But sequencing, format, and titles are not mandated
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Illustrative BS (Statement of financial position)

A Presentation  to practitioners and preparers of financial 
statements on SLFRS for SMEs  on 28th February 2013

Section 5 Income Statement and Statement of 
Comprehensive Income 
wdodhï m%ldYkh iy úia;S¾K wdodhï m%ldYkh

• If an SME presents consolidated financial statements:
– Bottom line (Profit or Loss in the income statement and

Total Comprehensive Income in the statement of
comprehensive income) is before allocating those amounts
to non‐controlling interest and owners of the parent



3/1/2013

16

introduction

SLFRS for SMEs - 28th February 2013

Section 5 Income Statement and Statement of
Comprehensive Income
Single Statement of  
Comprehensive Income:

• Revenue 
• Expenses: 

• Finance costs 
• P&L from associates / JVs
• Tax expense 
• Discontinued operations 

• Profit or loss
• Items of Other Comprehensive 
Income

• Total comprehensive income

Two statements:
Income Statement:
• Bottom line is profit or loss (as at 
left) 

Statement of Comprehensive 
Income:
• Begins with profit or loss 
• Items of OCI
• Bottom line is Total 
Comprehensive Income 

31

introduction

SLFRS for SMEs - 28th February 2013

Section 5 Income Statement and Statement of
Comprehensive Income

32

úia;S¾K wdodhï m%ldYkh
^;ks m%ldYkhla fia&
• whNdrh

• úhoï

• uQ,H msßjeh

• wdY%s; $ noaO jHdmdr ,dN

• nÿ úhou

• LKaav l%shdldrlï

• ld,Éfþofha ,dNh $ w,dNh

…………………………………………………
• wfkl=;a úia;S¾K wdodhï whs;u

• uq¿ úia;S¾K wdodhï

^m%ldYk folla fia&
wdodhï m%ldYkh
• ld,Éfþofha ,dNh $ w,dNfhka

wjikafõ

úia;S¾K wdodhï m%ldYkh

• ld,Éfþofha ,dNh $ w,dNfhka
wdrïN lrhs

• wfkl=;a úia;S¾K wdodhï whs;u

• uq¿ úia;S¾K wdodhï
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A Presentation  to practitioners and preparers of financial 
statements on SLFRS for SMEs  on 28th February 2013

Section 6 Statement of Changes in Equity
ialkaO fjkiaùï m%ldYkh

• Can omit if no owner investments or withdrawals other than 
dividends

• Shows all changes to equity including 
– Total comprehensive income 
– Owners investments and withdrawals
– Dividends 
– Treasury share transactions

A Presentation  to practitioners and preparers of financial 
statements on SLFRS for SMEs  on 28th February 2013

Section 6 Statement of Changes in Equity 
ialkaO fjkiaùï m%ldYkh

• If the only changes to equity during the periods for which
financial statements are presented arise from profit or loss,
payment of dividends, corrections of prior period errors, and
changes in accounting policy, the entity may present a single
statement of income and retained earnings ^wdodhï iy
r|jd.;a bmehSï m%ldYkh& in place of the statement of
comprehensive income and statement of changes in equity
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introduction

A Presentation  to practitioners and preparers of financial 
statements on SLFRS for SMEs  on 28th February 2013

Illustrative P&L (Statement of comprehensive income and retained earnings)

A Presentation  to practitioners and preparers of financial 
statements on SLFRS for SMEs  on 28th February 2013

Section 7 Statement of Cash Flows
uqo,a m%jdy m%ldYkh

• Indirect Method jl% l%uh
• Direct Method iDcq l%uh
• Cash Flows

o Operating Activities fufyhqï l%shdldrlï
o Investing Activities wdfhdack l%shdldrlï
o Financing Activities uQ,H l%shdldrlï
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A Presentation  to practitioners and preparers of financial 
statements on SLFRS for SMEs  on 28th February 2013

Section 8 Notes to the Financial Statements
uQ,H m%ldYk i|yd igyka
• Basis of preparation and the specific accounting policies used

ilia lsÍfï moku yd ksYaÑ; .sKqïlrK m%;sm;a;s

• Disclosure information required by this SLFRS
fuu m%ñ;sh mßÈ uQ,H m%ldYk j, fjk;a ia:dkhl we;=<;a
fkdjq tfy;a wkdjrKh l< hq;= f;dr;=re

• Information that is not presented elsewhere in the FS fjk;a
ia:dkhl wkdjrKh fkdjq tfy;a wod< jk fjk;a f;dr;=re

ONLY FOR DISCUSSION
1 iud.ï taldnoaOlrKh ms<sn|j wkq.ukh lrk l%uh yd fuu

m%ñ;sfha wka;¾.;fhys úYd, fjkialula ±lsh fkdyelsh'

2 taldnoaO ms<sfj; wkqj mßmd,l iud.fï iy mßmd,s; iud.ï

j, j;alï" nerlï" ialkaOhka" wdodhï yd úhoï fma<sfhka

fma<shg ixfhdað; lsÍfï l%uhg taldnoaO uQ,H m%ldYk ilia

lrkq ,efí'

3 mßmd,k iud.fï we;s wdfhdack OdrK w.h mßmd,s; iud.fï

w;am;a lr.kakd ,o ialkaO m%udKh yd ys,õ lrkq ,efí'

4 wka;¾ iud.ï j;alï" nerlï iy wdodhï úhoï ys,õ lrk

w;r" wka;¾ iud.ï fkdbmehq ,dNhka bj;a lrkq ,efí'

5 md,khg hg;a fkdjk fldgiaysñhkaf.a whs;sh fjkuu

wkdjrKh flf¾‘

6 tl yd iudk .sKqï m%;sm;a;s wkq.ukh lrk w;r tl yd iudk

jd¾;dlrK Èk Ndú;d lrhs'
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A Presentation  to practitioners and preparers of financial 
statements on SLFRS for SMEs  on 28th February 2013

Section 9  Consolidation
taldnoaOlrKh
• Consolidation is required when parent‐subsidiary relationship 

^mßmd,l mßmd,s; iïnkaO;djh& except:
– Sub was acquired with intent to dispose within one year
– Parent itself is a sub and its parent or ultimate parent uses 

full SLFRSs or SLFRS for SMEs
• Basis of consolidation: control

– Consolidate all controlled SPEs (Special Purpose Entity –
úfYaI wruqKq.; tall&

A Presentation  to practitioners and preparers of financial 
statements on SLFRS for SMEs  on 28th February 2013

Section 10  Accounting policies
.sKqï m%;sm;a;s
• If SLFRS for SMEs addresses an issue, must follow SLFRS for 

SMEs
• If SLFRS for SMEs does not address an issue:

– Choose policy that results in most relevant and reliable 
information

– Try to analogize from requirements in the SLFRS for SMEs
– Or use concepts/pervasive principles in Sec 2
– May look to guidance in full SLFRSs ─ but not required
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A Presentation  to practitioners and preparers of financial 
statements on SLFRS for SMEs  on 28th February 2013

Section 10  Accounting policies
.sKqï m%;sm;a;s

• Change in accounting policy: .sKqï m%;sm;a;s fjkiaùu

– If mandated, follow the transition guidance as mandated
– If voluntary, retrospective ^w;S;hdkqfhda.S l%uh&

• Change in accounting estimate: .sKqï weia;fïka;= fjkiaùu

– Prospective
• Correction of prior period error: fmr j¾I jerÈ ksjerÈ lsÍï

– Restate prior periods if practicable

ONLY FOR DISCUSSION

1 uQ,H idOk m;%hla hkq tla md¾Yjhlg uQ,H j;alula yd wfkla

md¾Yjhg uQ,H j.lSula fyda ialkaO idOk m;%hla we;s flfrk

.súiquls'

2 uQ,H idOk m;% j¾. 04 la idudkH jHjydrfha fõ‘

• ,dNd,dN .sKqu yryd idOdrK w.hg w.h flfrk uQ,H

idOk m;% Fair Value through Profit or Loss
• mßK; Èk olajd ;nd .kakd uQ,H idOk m;% Held to maturity
• úlsKSu i|yd we;s uQ,H idOk m;% Available for sale
• Kh yd ,eìh hq;= .sKqï Loans and receivables

3 by; uQ,H idOk m;% w;rska úlsKSu i|yd we;s uQ,H idOk m;%

Available for sale fuu m%ñ;sfhys úIh m:hg wh;a fkdfõ'
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What is a Financial Instrument?

A financial instrument is any contract that gives rise to a financial asset

of one entity and a financial liability or equity instrument of another

entity.

Saman deposits Rs. 10 Million in Bank S

Saman Bank

Saman has the right to obtained cash when he wants

Financial Assets

Bank must pay cash back to Saman on demand 

Financial Liability

Financial Instruments

Financial Instruments

1. Financial Assets

2. Financial Liabilities

There are four (04) types of Financial Assets

1. At fair value through profit and loss

2. Loans and receivables

3. Held to maturity Investments

4. Available for sale

There are two (02) types of Financial Liabilities

1. At fair value through profit and loss

2. Other Liabilities
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A Presentation  to practitioners and preparers of financial 
statements on SLFRS for SMEs  on 28th February 2013

Section 11  Basic financial instruments 
uQ,sl uq,H idOk m;%
• Scope of Sec 11 includes:

– Cash uqo,a

– Fixed deposits and Demand deposits (savings a/c) 
ia:djr ;ekam;= yd b,a,qï ;ekam;=

– Accounts receivable and Accounts payable 
f.úh hq;= yd ,eìh hq;= .sKqï

– Loans from banks  nexl= Kh

– Investments in shares fldgia wdfhdack

– Debentures  Khlr

A Presentation  to practitioners and preparers of financial 
statements on SLFRS for SMEs  on 28th February 2013

Section 11  Basic financial instruments
uQ,sl uQ,H idOk m;%

• Accounting for basic financial instruments:
Initial measurement uq,ajrg y|qkd.ekSu

– Most basic financial instruments measured initially at the
transaction price (including transaction costs)

– E.g: Financial assets uQ,H j;alï

• For goods sold to a customer on short‐term credit, a
receivable is recognised at the undiscounted amount of cash
receivable from that entity, which is normally the invoice
price.

• For a cash purchase of another entity’s ordinary shares, the
investment is recognised at the amount of cash paid to
acquire the shares.
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A Presentation  to practitioners and preparers of financial 
statements on SLFRS for SMEs  on 28th February 2013

Section 11  Basic financial instruments
uQ,sl uq,H idOk m;%

• Accounting for basic financial instruments:
– E.g

• For a long‐term loan made to another entity, a receivable is
recognised at the present value of cash receivable
(including interest payments and repayment of principal)
from that entity.

A Presentation  to practitioners and preparers of financial 
statements on SLFRS for SMEs  on 28th February 2013

Section 11  Basic Financial Instruments
uQ,sl uq,H idOk m;%
• Accounting for basic financial instruments:

– E.g: Financial liabilities uQ,H nerlï

• For goods purchased from a supplier on short‐term credit, a
payable is recognised at the undiscounted amount owed to
the supplier, which is normally the invoice price.

• For a loan received from a bank, a payable is recognised
initially at the present value of cash payable to the bank (eg
including interest payments and repayment of principal).
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A Presentation  to practitioners and preparers of financial 
statements on SLFRS for SMEs  on 28th February 2013

Section 11  Basic Financial Instruments
uQ,sl uq,H idOk m;%

• Accounting for basic financial instruments:
Subsequent measurement
– Shares: if quoted – fair value (e.g market value in Stock
Exchange)

– At the year‐end assess whether there is objective evidence of
impairment of any financial assets that are measured at cost or
amortised cost.

– If there is objective evidence of impairment, the entity shall
recognise an impairment loss in profit or loss immediately

A Presentation  to practitioners and preparers of financial 
statements on SLFRS for SMEs  on 28th February 2013

Section 11  Basic Financial Instruments
uQ,sl uq,H idOk m;%

• Accounting for basic financial instruments:
Subsequent measurement miqld,Sk ñKqïlrKh

– E.g. (Accounting for impairment)
• Shares: take individually and assess if impaired
• If significant debtors assess individually
• Other financial assets for impairment either individually or
grouped on the basis of similar credit risk characteristics
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A Presentation  to practitioners and preparers of financial 
statements on SLFRS for SMEs  on 28th February 2013

Section 11  Basic Financial Instruments
uQ,sl uq,H idOk m;%

• Option to follow LKAS 39 instead of sections 11 and 12
– Even if LKAS 39 is followed, make Section 11 and 12

disclosures (not SLFRS 7 disclosures)

ONLY FOR DISCUSSION
l%uCIs; msßjeh Amortized Cost msßjeh my; WodyrKfhka wOHhkh lrkak'

01.01.2012 “X” Ltd Acquired a Bond for Rs. 1,800 incurring a transaction
cost of Rs. 100/-.
Interest receivable annually, Rs. 80/- per annum over a period of 5 years.
The redemption value of Bond on 31.12.2016 will be Rs. 2,200/-.

Answer

Year Cash Flow

2012 (1,900)

2012 80

2013 80

2014 80

2014 80

2016 80+2,200

Effective rate of Interest is
6.9583% which is equivalent to
internal rate of return.
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Bond Investment Account
01.01.12 Cash 1,900 31.12.12 Cash 80
31.12.12 Interest P/L 132.2 31.12.12 Balance 1,952.2

2,032.2 2,032.2

01.01.13 Balance 1,952.2 31.12.13 Cash 80
31.12.13 Interest P/L 135.8 31.12.13 Balance 2,008.0

2,088.0 2,088.0

01.01.14 Balance 2,008.0 31.12.14 Cash 80
31.12.14 Interest P/L 139.8 31.12.14 Balance 2,067.8

2,147.8 2,147.8

01.01.15 Balance 2,067.8 31.12.15 Cash 80
31.12.15 Interest P/L 143.9 31.12.15 Balance 2,131.7

2,211.7 2,211.7

01.01.16 Balance 2,131.7 31.12.16 Cash 2200+80 2,280.0
31.12.16 Interest P/L 148.3 31.12.16 Balance ‐

2,280.0 2,280.0

A Presentation  to practitioners and preparers of financial 
statements on SLFRS for SMEs  on 28th February 2013

Section 12  Complex Financial Instruments
ixlS¾K uQ,H idOk m;%

• Financial instruments not covered by Section 11 are at fair value 
through profit or loss.  This includes:

– Investments  in convertible and puttable ordinary and 
preference shares

– Options, forwards, swaps, and other derivatives
– Financial assets that would otherwise be in Section 11 but 

that have “exotic” provisions that could cause gain/loss to 
the holder or issuer

• Hedge accounting  bÈß /l=ï .sKqïlrKh
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A Presentation  to practitioners and preparers of financial 
statements on SLFRS for SMEs  on 28th February 2013

Section 13  Inventories
f;d.

• At cost, which may be
– Specific identification for specialised items

^úfYaIs; y|qkd.ekSfï l%uh&

– FIFO or weighted average for others
^m%',e'm%'ks' l%uh iy nr;enq idudkH ñ, l%uh&

• Impairment (write down to estimated selling price less costs to
complete and sell)

A Presentation  to practitioners and preparers of financial 
statements on SLFRS for SMEs  on 28th February 2013

Section 14  Associates
wdY%s;hka
• Option to use:

– Cost model (except if published quotation then must use 
Fair Value through P&L) msßjeh l%uh

– Equity method ialkaO l%uh

– Fair value through profit or loss (if impracticable, then use 
cost) ,dNd,dN .sKqu yryd idOdrK w.hg .e,mSu

Cost and FV models are not allowed by LKAS 28.
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A Presentation  to practitioners and preparers of financial 
statements on SLFRS for SMEs  on 28th February 2013

Section 15  Joint Ventures
noaO jHdmdr
• Option to use:

– Cost model (except if published quotation then must use
Fair Value through P&L) msßjeh l%uh

– Equity method ialkaO l%uh

– Fair value through profit or loss (if impracticable, then use
cost) ,dNd,dN .sKqu yryd idOdrK w.hg .e,mSu

• Proportionate consolidation iudkqmd;sl taldnoaOlrKh is
prohibited

Cost and FV models are not allowed by LKAS 31.
Proportionate consol is allowed by LKAS 31.

A Presentation  to practitioners and preparers of financial 
statements on SLFRS for SMEs  on 28th February 2013

Section 16  Investment Property
wdfhdack foam<

• If fair value can be measured reliably without undue cost or 
effort, use Fair Value through P&L

• Otherwise, must treat investment property as property, plant 
and equipment using Section 17

LKAS 40 is pure accounting policy choice – either depreciation
model or fair value through P&L.
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A Presentation  to practitioners and preparers of financial 
statements on SLFRS for SMEs  on 28th February 2013

Section 17  Property, Plant & Equipment
foam<" msßh; yd WmlrK
• Historical cost – depreciation – impairment model only. No

revaluation model.

• Section 17 applies to property held for sale
– Holding for sale is an impairment indicator

LKAS 16 allows revaluation of PP&E

SLFRS 5 requires separate treatment for non‐current assets
held for sale

A Presentation  to practitioners and preparers of financial 
statements on SLFRS for SMEs  on 28th February 2013

Section 17  Property, Plant & Equipment
foam<" msßh; yd WmlrK

• Component depreciation ^ixrpl CIh& only if major parts
of an item of PP&E have “significantly different patterns of
consumption of economic benefits”

• Majority of assets depreciated as a single asset
• Review useful life, residual value, depreciation rate only if

there is a significant change in the asset or how it is used

LKAS 16 requires annual review
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A Presentation  to practitioners and preparers of financial 
statements on SLFRS for SMEs  on 28th February 2013

Section 18  Intangibles other than goodwill
lS¾;skduh yer wksl=;a wiamDYH j;alï

• No recognition of internally generated intangible assets 
wNHka;rj ckkh lr.kakd wiamDYH j;alï

• An entity shall measure an Intangible Asset initially at cost
wiamDYH j;alï uq,ajrg msßjehg w.h l< hq;=fõ

LKAS 38 requires capitalization of development costs
incurred after a determination of commercial viability

A Presentation  to practitioners and preparers of financial 
statements on SLFRS for SMEs  on 28th February 2013

Section 18  Intangibles other than goodwill
lS¾;skduh yer wksl=;a wiamDYH j;alï

• Amortise intangibles that are purchased separately ^fjkaj
w;am;alr.;a&, acquired in a business combination (jHdmdr
ixfhdackhl§ w;am;alr.;a&, acquired by grant ^rdcH
m%odkhla uÕska w;am;alr.;a&, and acquired by exchange of
other assets ^fjk;a j;alï yqjudrefjka w;am;alr.;a&

• Amortise over useful life. If unable to estimate useful life, then
use 10 years
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A Presentation  to practitioners and preparers of financial 
statements on SLFRS for SMEs  on 28th February 2013

Section 19  Business Combinations & goodwill
jHdmdr ixfhdackh yd lS¾;skduh
• Acquisition method w;am;alr.ekSfï l%uh

• Amortise goodwill. lS¾;skduh l%uCIh If unable to estimate
useful life, then use 10 years.

• Negative goodwill iDK lS¾;skduh – first reassess original
accounting. If that is ok, then immediate credit to P&L

Goodwill amortisation is prohibited by LKAS 38.

A Presentation  to practitioners and preparers of financial 
statements on SLFRS for SMEs  on 28th February 2013

Section 20  Leases 
l,anÿ
• Finance and operating lease ^uQ,H yd fufyhqï l,anÿ&

classification similar to LKAS 17
• Measure finance leases at lower of FV of interest in leased

property and present value of minimum lease payments
• For operating leases, do not force straight‐line expense

recognition if lease payments are structured to
compensate lessor for general inflation

LKAS 17 requires straight‐line recognition.
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A Presentation  to practitioners and preparers of financial 
statements on SLFRS for SMEs  on 28th February 2013

Section 21  Provisions & contingencies
m%;smdok yd wiïNjHhka

• Accrue if an obligation arising from a past event and amount
can be estimated reliably

• Disclose (no accrual) contingent liability
• Measure at best estimate

– Large population – weighted average calculation
– Single obligation – adjusted most likely outcome

• Includes an appendix of examples

A Presentation  to practitioners and preparers of financial 
statements on SLFRS for SMEs  on 28th February 2013

Section 22  Liabilities and Equity
nerlï yd ialkaOh

• Guidance on classifying an instrument as liability or equity:
– Instrument is a liability if the issuer could be required to

pay cash
– However, if puttable only on liquidation or death or

retirement of owner, then it is equity
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A Presentation  to practitioners and preparers of financial 
statements on SLFRS for SMEs  on 28th February 2013

Section 22  Liabilities and Equity 
nerlï yd ialkaOh

• Section 22 also covers:
– Original issuance of shares and other equity instruments 
– Sales of options, rights and warrants
– Stock dividends and stock splits

These topics are not addressed in full SLFRSs.

A Presentation  to practitioners and preparers of financial 
statements on SLFRS for SMEs  on 28th February 2013

Section 23  Revenue 
whNdrh
• Same principles as LKAS 18 and LKAS 11

– Goods: Revenue recognized when risks and rewards are
transferred, seller has no continuing involvement,
measurable

– Services and construction contracts: Recognized by
percentage of completion

• Principle for measurement is fair value of consideration
received or receivable
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A Presentation  to practitioners and preparers of financial 
statements on SLFRS for SMEs  on 28th February 2013

Section 24  Government Grants
rdcH m%odk
• All measured at the fair value of the asset received or

receivable
• Recognition as income:

– Immediately if no performance conditions are
imposed

– If conditions, recognise when conditions are fulfilled
• Grants received are shown as a liability before the

revenue recognition criteria are satisfied.

LKAS 20 allows a wide range of methods of accounting for 
government grants.

A Presentation  to practitioners and preparers of financial 
statements on SLFRS for SMEs  on 28th February 2013

Section 25  Borrowing Costs 
Kh .eKqï msßjeh

• All charged to expense when incurred
• No capitalisation

LKAS 23 requires capitalisation of borrowing costs relating to an 
asset during construction.
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A Presentation  to practitioners and preparers of financial 
statements on SLFRS for SMEs  on 28th February 2013

Section 26  Share-based payment 
fldgia mdol f.ùï
• Must recognise
• Measure at fair value if practicable
• If it is impracticable to determine the fair value of the

option or other instrument granted, the entity’s directors
should use their judgement to apply the most
appropriate valuation method

SLFRS 2 has intrinsic value “simplification”.

A Presentation  to practitioners and preparers of financial 
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Section 27  Impairment of Assets 
j;alï ydkslrKh

• Inventories ‐ write down selling price less costs to complete and
sell, if below carrying amount

• Other assets ‐ write down to recoverable amount, if below
carrying amount

• Recoverable amount ^kej; whlr.; yels w.h& is the
greater of fair value less costs to sell and value in use
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A Presentation  to practitioners and preparers of financial 
statements on SLFRS for SMEs  on 28th February 2013

Section 28  Employee Benefits
fiajl m%;s,dN
• For defined benefit plans, ^ksYaÑ; m%;s,dN ie,iqï& use

projected unit credit calculation only if entity is able without
undue cost or effort. Otherwise, can simplify:

– Ignore estimated future salary increases
– Ignore future service of current employees (assume closure

of plan)
– Ignore possible future in‐service mortality

These simplifications are not in LKAS 19.

A Presentation  to practitioners and preparers of financial 
statements on SLFRS for SMEs  on 28th February 2013

Section 28  Employee Benefits 
fiajl m%;s,dN
• Actuarial gains and losses may be recognised in profit or loss or 

as an item of other comprehensive income 
– No deferral, including no corridor approach

LKAS 19 allows various options for deferring and amortizing
actuarial gains and losses – though IASB has proposed to
eliminate those options



3/1/2013

38

A Presentation  to practitioners and preparers of financial 
statements on SLFRS for SMEs  on 28th February 2013

Section 29  Income Tax
wdodhï nÿ

• Recognise deferred taxes if the tax basis of an asset or liability is
different from its carrying amount

• Tax basis assumes recovery by sale. (If zero capital gains tax, no
deferred tax)

• No deferred tax on an asset or liability if recovery or settlement
of carrying amount is not expected to affect taxable profit

A Presentation  to practitioners and preparers of financial 
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Section 29  Income Tax
wdodhï nÿ
• Exception:  No deferred tax on unremitted earnings of foreign 

subsidiaries and JVs
• Recognise deferred tax assets in full, with valuation allowance

– Criterion is that realisation is probable (more likely than 
not)

• Deferred taxes all non‐current

Section 29 model is same as IASB/FASB March 2009 exposure 
draft on Income Tax.
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A Presentation  to practitioners and preparers of financial 
statements on SLFRS for SMEs  on 28th February 2013

Section 30  Foreign Currency Translation 
úfoaYSh uqo,a mßj¾:kh

• Functional currency ^jHjydr uqo,a& approach similar to
that in LKAS 21

• No recycling of gains or losses on net investment in a foreign
entity that are initially recognised in other comprehensive
income

A Presentation  to practitioners and preparers of financial 
statements on SLFRS for SMEs  on 28th February 2013

Section 32  Events after the end of Reporting Period
jd¾;dlrK ld,Éfþoh wjidk Èfkka
miq isÿjq isoaëka

• Adjusting Events .,mk isoaëka

• Non Adjusting Events fkd.,mk isoaëka
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A Presentation  to practitioners and preparers of financial 
statements on SLFRS for SMEs  on 28th February 2013

Section 32  Events after the end of Reporting Period
jd¾;dlrK ld,Éfþoh wjidk Èfkka
miq isÿjq isoaëka

• Disclosure wkdjrKhka

Date of authorization for issue
uQ,H m%ldYk ksl=;a lsÍu i|yd wêldßh ÿka Èkh

Non Adjusting Events Disclosures
fkd.,mk isoaëka ms<sn| wkdjrKhka

The nature of the event and an estimate of its financial
effect or a statement that such an estimate cannot be made.

A Presentation  to practitioners and preparers of financial 
statements on SLFRS for SMEs  on 28th February 2013

Section 33  Related Party Disclosures 
iïnkaê; md¾Yj wkdjrKh

• Government departments and agencies are not related
parties simply by virtue of their normal dealings with an
entity

• Disclosure of key management personnel ^m%Odk
l<ukdlrK md¾Yjhka& compensation only as one
number in total

• Fewer disclosures about transactions
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A Presentation  to practitioners and preparers of financial 
statements on SLFRS for SMEs  on 28th February 2013

Section 34  Specialized Activities
úfYaIs; l%shdldrlï

• Agriculture – use historical cost model unless fair value is
readily determinable without undue cost or effort

• Oil and gas and mining – not required to charge exploration
costs to expense

LKAS 41 requires FVTPL for all biological assets (Ôjhla 
iys; j;alï& and agricultural produce.

A Presentation  to practitioners and preparers of financial 
statements on SLFRS for SMEs  on 28th February 2013

Transition from SLAS to 
SLFRS for SMEs 
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A Presentation  to practitioners and preparers of financial 
statements on SLFRS for SMEs  on 28th February 2013

Section 35  First-time adoption  
uq,ajrg Ndú;h

• SLFRS for SMEs effective date: periods beginning on or after 1
January 2012

• An entity can be a first time adopter of SLFRS for SMEs only
once.

• Prepare current year and one prior year’s financial statements
using the SLFRS for SMEs

Transition to SLFRS for SMEs: 
e.g. March YE entity 

Based on SLFRS for SMEs
YE 31.03.2013Comparatives 31.03.2012

First SLFRS  for SMEs FS with one year of 
comparatives

YE 31.03.12

Previous SLAS FS

Date of 
transition-
01.04.2011

Previous SLAS 
reporting ends

SLFRS  for SMEs 
effective on 
31.03.13 is applied 
retrospectively

SLFRS for SMEs applied

YE 31.03.11

Previous SLAS FS

84
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A Presentation  to practitioners and preparers of financial 
statements on SLFRS for SMEs  on 28th February 2013

Section 35  First-time adoption
uq,ajrg Ndú;h
• Procedure for restating the BS on date of transition:

– The resulting adjustments arising from transition to SLFRS for
SMEs should be recognized directly in retained earnings (or, if
appropriate, another category of equity) at the date of
transition to this IFRS.

– Derecognized financial assets and liabilities under SLAS‐ not
required to be recognized.

– Financial assets and liabilities that should have been
derecognized under SLFRS for SMEs, can be either
derecognized or kept till disposed / settled.

– Accounting estimates need not be revisited unless was in
error

A Presentation  to practitioners and preparers of financial 
statements on SLFRS for SMEs  on 28th February 2013

Section 35  First-time adoption
uq,ajrg Ndú;h
• But there are many exemptions (electable) for restating specific

items
– Fair value/ Revaluation as deemed cost: an item of PPE, an
IP, or an intangible asset on the date of transition can be
stated at its fair value and use that fair value as its deemed
cost at that date.

– This becomes ‘deemed cost’ going forward. In other words
entity uses cost‐depreciation‐impairment model going
forward
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A Presentation  to practitioners and preparers of financial 
statements on SLFRS for SMEs  on 28th February 2013

Section 35  First-time adoption
uq,ajrg Ndú;h

• But there are many exemptions (electable) for restating specific
items
– Deferred income tax: not required to recognize, at the date
of transition, deferred tax assets or deferred tax liabilities
relating to differences between the tax basis and the
carrying amount of any assets or liabilities for which would
involve undue cost or effort.

A Presentation  to practitioners and preparers of financial 
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Section 35  First-time adoption
uq,ajrg Ndú;h
• Exemptions (electable) continued

– Business combinations that were effected before the date
of transition can be ignored

– Arrangements containing a lease: determine whether an
arrangement existing at the date of transition contains a
lease on the basis of facts and circumstances existing at date
of transition, rather than when the arrangement was
entered into.

– Cumulative translation differences: deem the cumulative
translation differences for all foreign operations to be zero
at the date of transition (i.e. a ‘fresh start’).



3/1/2013

45

A Presentation  to practitioners and preparers of financial 
statements on SLFRS for SMEs  on 28th February 2013

Section 35  First-time adoption
uq,ajrg Ndú;h
• Exemptions (electable) continued

– In separate financial statements, account for its
investments in subsidiaries, associates, and jointly
controlled entities either:

• (i) at cost or deemed cost (which shall be either fair value
at the date of transition or previous SLAS carrying
amount on that date) less impairment, or

• (ii) at fair value with changes in fair value recognised in
profit or loss.

– Some more electives on compound financial instruments,
service concession arrangements, decommissioning
liabilities, share based payments

A Presentation  to practitioners and preparers of financial 
statements on SLFRS for SMEs  on 28th February 2013

Section 35  First-time adoption
uq,ajrg Ndú;h

• And a general exemption for impracticability
– If it is impracticable for an entity to restate the opening BS
at the date of transition, make such adjustments in the
earliest period for which it is practicable to do so

– Identify the data presented for prior periods that are not
comparable

– If it is impracticable for an entity to provide any disclosures
required, the omission shall be disclosed.
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A Presentation  to practitioners and preparers of financial 
statements on SLFRS for SMEs  on 28th February 2013

Section 35  First-time adoption
uq,ajrg Ndú;h
• Disclosures for transition

– explain how the transition from previous SLAS to SLFRS for
SMEs affected

– a description of the nature of each change in accounting
policy

– reconciliations of its equity (on date of transition and
opening date to current BS)

– a reconciliation of the profit or loss in SLAS and SLFRS for
SMEs

A Presentation  to practitioners and preparers of financial 
statements on SLFRS for SMEs  on 28th February 2013

No sections covering these topics

• Segment reporting  LKav jd¾;dlrKh

• Earnings per share fldgil bmehqu

• Interim reporting w;=re jd¾;dlrKh

• Assets held for sale úlsKSu i|yd ;nd.kakd
cx.u fkdjk j;alï
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SLFRS for SMEs- 28th February 2013

SLFRS for SMEs vs. Full 
SLFRSs-In Summary

93

SLFRS for SMEs - 28th February 2013

Topic
Full SLFRS  SLFRS for SMEs

Goodwill and
Intangibles

Capitalization of development costs
mandatory.

Goodwill and indefinite life
intangibles are not amortized but
subject to an annual impairment test.

All internally developed 
intangibles, including 
development costs, must be 
expensed.

Acquired intangibles (including
goodwill) must be amortized.
Default useful life 10 years.

Investment
Property

Option to use cost or fair value
through profit and loss ("FVTPL").

Use cost unless fair value can be
measured reliably without
undue cost or effort in which
case use FVTPL.

Property Plant and
Equipment

Option to revalue through the
comprehensive income statement.

Mandatory cost model, no
option to revalue.
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SLFRS for SMEs - 28th February 2013

Topic Full SLFRS  SLFRS for SMEs

Borrowing costs Mandatory capitalization. Must be expensed as incurred

Business combinations Acquisition method using a fair
value exchange approach ‐
attributable costs are expensed,
and adjustments to contingent
consideration generally to the
profit and loss.

Acquisition method using a
cost approach ‐ attributable
costs capitalized, and
adjustments to contingent
consideration against
goodwill.

Defined benefit pension
schemes

Net liability approach using
projected salaries. Spreading of
actuarial gains/losses permitted.

Net liability approach based
on present value of future
obligations. Simplification of
the calculation allowed by
omitting certain variables e.g.
future salary increases. No
spreading of actuarial
gains/losses.

Income tax Temporary difference approach.
Limited rules on tax uncertainties

Temporary difference
approach. Specific rules on
tax uncertainties
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Topic Full SLFRS  SLFRS for SMEs

Financial Instruments Complex mixed cost/fair value
model using four asset
categories, recycling of gains
from equity, separation of
embedded derivatives and
restrictive hedging rules.

Only two classifications: cost and
FVTPL.
• "basic" financial instruments

(e.g. cash, trade receivables)
are measured at cost or
amortized cost using the
effective interest rate method.
Equity investments with a
quoted price at FVTPL.

• "Complex" financial
instruments (e.g. derivatives
such as options and forward
contracts) are measured at
FVTPL.

• No separation of embedded
derivatives.

• Simplified hedging
requirements.

• Option to use full IFRS for
recognition and measurement
(but retaining reduced
disclosure).
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THANK YOU
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