ACCA

Strategic Business Reporting (SBR (INT/UK))

Pocket Notes

WNIVND)

PUBLISHING




Strategic Business Reporting (SBR)

British library
cataloguing-in-publication
data

A catalogue record for this book is available
from the British Library.

Published by:

Kaplan Publishing UK

Unit 2 The Business Centre
Molly Millars Lane
Wokingham

Berkshire

RG41 2QZ

ISBN 978-1-78740-134-1
© Kaplan Financial Limited, 2019

Printed and bound in Great Britain.

The text in this material and any others
made available by any Kaplan Group
company does not amount to advice on a
particular matter and should not be taken
as such. No reliance should be placed on
the content as the basis for any investment
or other decision or in connection with

any advice given to third parties. Please
consult your appropriate professional
adviser as necessary. Kaplan Publishing
Limited, all other Kaplan group companies,
the International Accounting Standards
Board, and the IFRS Foundation expressly
disclaim all liability to any person in respect
of any losses or other claims, whether
direct, indirect, incidental, consequential or
otherwise arising in relation to the use of
such materials. Printed and bound in Great
Britain.

KAPLAN PUBLISHING




Acknowledgements

This Product includes propriety content of the
International Accounting Standards Board
which is overseen by the IFRS Foundation,
and is used with the express permission

of the IFRS Foundation under licence. All
rights reserved. No part of this publication
may be reproduced, stored in a retrieval
system, or transmitted in any form or by any
means, electronic, mechanical, photocopying,
recording, or otherwise, without prior written
permission of Kaplan Publishing and the IFRS
Foundation.

IFRS

The IFRS Foundation logo, the IASB logo, the
IFRS for SMEs logo, the “Hexagon Device”,
“IFRS Foundation”, “elFRS”, “IAS”, “IASB”,
“IFRS for SMEs”, “IFRS”, “IASs”, “IFRSs”,
“International Accounting Standards” and
“International Financial Reporting Standards”,
“IFRIC” and “IFRS Taxonomy” are Trade
Marks of the IFRS Foundation.

KAPLAN PUBLISHING

Strategic Business Reporting (SBR)

fIFRS

Trade Marks

The IFRS Foundation logo, the IASB logo,
the IFRS for SMEs logo, the “Hexagon
Device”, “IFRS Foundation”, “elFRS”, “IAS”,
“IASB”, “IFRS for SMESs”, “NIIF” IASs”
“IFRS”, “IFRSs”", “International Accounting
Standards”, “International Financial
Reporting Standards”, “IFRIC”, “SIC” and
“IFRS Taxonomy”.

Further details of the Trade Marks including
details of countries where the Trade Marks
are registered or applied for are available
from the Foundation on request.

This product contains material that is
©Financial Reporting Council Ltd (FRC).
Adapted and reproduced with the kind
permission of the Financial Reporting
Council. All rights reserved. For further
information, please visit www.frc.org.uk or
call +44 (0)20 7492 2300.

P.3




Strategic Business Reporting (SBR)

Contents

Chapter 1 FTAmMEWOTKS .......eiiuiiiiieiit ettt ettt ettt s e e bt s it et e et e bt e e e eneeenbeeanee s 1
Chapter 2  The professional and ethical duty of the accountant.............cccccoooiiiiiiiiiie e 9
Chapter 3 Performance rEPOITING ......couueauieiuieiiieeite ettt ettt ettt e et et e st eaneesanesnee e 15
CRAPTEI 4 REVENUE. ...ttt ettt b ekt ekt a bt ekt e s bt e e bt e ikt e eab e e bt e e be e e s e nnneenteeanne 23
Chapter 5 NON-CUMENT BSSELS .....eeiiiiiiiiiiiie ettt ettt et e e ete e e e atb e e e e be e e e enbeeeaanbeeeannen 27
Chapter 6  Agriculture and INVENTOMIES ........ccuiiiiiiiiiiiecie et 39
Chapter 7 Foreign currency in individual financial Statements.............cccoivveiiiiiiiiiiciie e 41
CRAPTET 8 LBASES ..iutiiitietie ittt ettt ettt ettt e st e b ekt e bt ea bt e bt e e s bt e e bt e e ekt e enb e e bt e ebe e e bt e enbe e neeanee 45
Chapter 9  EmPpIoyee DENEFitS .......cocuiiiiiiiiiiii e 53]
Chapter 10 Share-based PAYMENT .........coiiuiiiiiiiee et eee et e e eee e e seeeeasraeeeanbeeeaenteesaenseeeannen 61
Chapter 11 Provisions and events after the reporting Period............cceovueeiieiieeiieiiieeiie e 67
Chapter 12 FinancCial INStrUMENTS ......o..uiiiiiiii ittt ettt et e e e e e stb e e e abeeeaanneeesenneeeannnen 73
(O3 =T o) (=T T 1= P PP PO PO PPRPPPRTPPRNE 87
Chapter 14 SegmENt FEPOITING ......eerurteiieiiteeitee it e ettt et e et eeaseesseeateeaseeeabeeabeeesseesabeeabeeanneesneesnneennne 93

P.4 KAPLAN PUBLISHING



Strategic Business Reporting (SBR)

Chapter 15 REIAIEA PAITIES. .. .ueeiuteetieitii ettt ettt ettt e b et e e ete e abeesbee e b e e eaeeaabeeaneeebeesneeannes 97
Chapter 16 Adoption of International Financial Reporting Standards.............cccccoeiieiiiciiieinene 101
Chapter 17 Small and medium ENLIHIES .........cuiiiiiiiiiiii i 105
Chapter 18 Group accounting — DaSIC GrOUPS.......c.ueeiuiiiiiiiiiiiiie ittt ae e 111
Chapter 19 Change iN group SIIUCTUIE ..........cuiiiiiiiiiiiiie ittt 127
Chapter 20 Group accounting — fOr€ign CUMTENCY .......ceeiuurreeiiiieeeiieeeiiieeaseeeeasieeeeateeesenseesanseeeas 133
Chapter 21 Group statement of Cash flOWS ...........cooiiiiiiiiii e 139
Chapter 22 Analysis and iNtErPretation ............oc..ei oo e e e ebee e eeeeeas 145
Chapter 23: CUIMENT ISSUES......cutiiiiiiititiii ettt ettt ettt a bttt e e e e e she e s bt e ettt e bt e sbneaanees 153
Chapter 24: UK GAAP ...ttt etttk ekttt ettt h bt en ettt nn et n s 163
REFEIENCES ...t e e eb e R.1
10T L= PP O PP P PP P PP PPN 1.1

This document references IFRS® Standards and IAS® Standards, which are authored by the International
Accounting Standards Board (the Board), and published in the 2018 IFRS Standards Red Book.

KAPLAN PUBLISHING P.5



Strategic Business Reporting (SBR)

P.6

The exam
Paper background

The exam requires students to examine
corporate reporting from a number of
perspectives. Students will be required to
assess and evaluate reporting decisions
made by management, their implications for
a range of stakeholders, and the professional
and ethical issues raised. Students are
expected to be able to prepare and

discuss consolidated financial statements.
Knowledge of current issues in corporate
reporting is also required.

Exam format

The exam is three hours and fifteen minutes.
All questions are compulsory.

Section A (50%) consists of two scenario
based questions. The first questions will
be based on financial statements of group
entities. The second question will require

consideration of the reporting and ethical
implications of specific events.

Section B (50%) consists of two questions.
These may be scenario or case-study or
essay-based and could deal with any part of
the syllabus. Section B will always include

a full question or a part of a question that
requires the appraisal of financial and/or
non-financial information.

UK syllabus

UK syllabus students sit an exam that is
almost identical to the International syllabus
exam. In the UK exam, one of the Section B
questions will be adapted to test UK specific
content for 15-20 marks. This content is
covered in Chapter 24.
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Keys to success in SBR

Read widely
Study the whole syllabus

Do not neglect the ‘softer’ topics —
analysis and current issues are core
parts of the syllabus

Manage your time carefully to ensure
that you finish the paper

Knowledge of the accounting standards
is not enough. You must be able to apply
the standards to unfamiliar scenarios

Practice exam questions to time.
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Quality and accuracy are of the utmost
importance to us so if you spot an error in
any of our products, please send an email
to mykaplanreporting@kaplan.com with full
details, or follow the link to the feedback
form in MyKaplan.

Our Quality Co-ordinator will work with our
technical team to verify the error and take
action to ensure it is corrected in future
editions.
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In this chapter

e Conceptual Framework.
e |IFRS 13 Fair Value Measurement.



Frameworks

The Conceptual Framework

The Conceptual Framework is an important
topic in SBR. You should expect it to feature
in every exam.

Purposes

The key purposes of the Conceptual
Framework are to assist:

» the Board when developing new IFRS
Standards

e preparers of financial statements
when no IFRS Standard applies to a
transaction, or when an IFRS Standard
offers a choice of accounting policy

» all parties when understanding and
interpreting IFRS Standards.

The purpose of financial reporting

The purpose of financial reporting is to
provide information to current and potential
investors, lenders and other creditors that
will enable them to make decisions about
providing economic resources to an entity.

User groups need information to assess:

e an entity’s potential future cash flows,
and

* management’s stewardship of the entity’s
economic resources.

This information is provided in financial
statements.

Qualitative characteristics

Financial information is only useful if it
embodies the fundamental characteristics.

The enhancing characteristics make financial
information more useful.
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Qualitative characteristics of
useful financial information

Fundamental Enhancing

characteristics: characteristics:
* Relevance o Verifiability
® Faithful Timeliness

.
representation e Understandability
.

Comparability

The elements

Chapter 1

Asset

‘A present economic
resource controlled by an
entity as a result of a past
event’ (para 4.3)

Liability

‘A present obligation of
the entity to transfer an
economic resource as a
result of a past event’ (para
4.26).

Equity

The residual interest in the net
assets of an entity.

The elements are the building blocks of
financial statements.

An economic resource is a ‘right that
has the potential to produce economic
benefits’

(para 4.4).
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Income

Increases in assets or
decreases in liabilities that
result in an increase to equity
(excluding contributions from
equity holders).

Expenses

Decreases in assets or
increases in liabilities that
result in decreases to equity
(excluding distributions to
equity holders).
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Recognition

Items are recognised in financial statements
if:

» they meet the definition of an element,
and

e recognition provides relevant
information, and

» recognition faithfully represents the
entity’s financial performance and
position.

Derecognition

Derecognition from financial statements
normally occurs when the entity:

e loses control of the asset, or
* has no present obligation for the liability.

Accounting for derecognition should faithfully
represent the changes in an entity’s net
assets, as well as any assets or liabilities
retained. This involves:

» derecognising any transferred, expired
or consumed component, and

e recognising a gain or loss on the above,
and

e recognising any retained component.
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Measurement

If recognised in the financial statements, an
element must be quantified.

The Conceptual Framework outlines two
measurement bases:

¢ historical cost

« current value (this includes fair value,
value-in-use, and current cost).

When selecting a measurement basis,
relevance is maximised if the following are
considered:

« the characteristics of the asset or liability

* how the asset or liability contributes to
future cash flows.
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Chapter 1
Presentation and disclosure

The statement of profit or loss is the primary
source of information about an entity’s
financial performance. Income and expenses
should normally be recognised in this
statement.

The Board might require an income

or expense to be presented in other
comprehensive income if it results from
remeasuring an item to current value and if
this means that:

* profit or loss provides more relevant
information, or

* a more faithful representation is provided
of an entity’s performance.

Income and expenditure included in
other comprehensive income should be
reclassified to profit or loss when doing
so results in profit or loss providing more
relevant information.
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IFRS 13 Fair Value
Measurement

Fair value is defined as ‘the price that
would be received to sell an asset or
paid to transfer a liability in an orderly
transaction between market participants
at the measurement date’ (IFRS 13, para
9).

Fair value hierarchy

[ Level 1 inputs

* Quoted prices for identical assets in active
markets

Level 2 inputs

* Quoted prices for identical assets in less
active markets

* Quoted prices for similar assets in active
markets

Level 3 inputs

Unobservable inputs

Priority is given to level 1 inputs when
determining fair value.
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Markets Non-financial assets

ﬂ | Non-financial assets include:
* Property, plant and equipment
¢ Intangible assets

The fair value of a non-financial asset should
be based on its highest and best use.

IFRS 13 says that fair value should be
determined by reference to the principal
market.

This is the market with the greatest volume

of activity.
If the principal market cannot be determined Exam Kit questions in this area
then fair value should be measured based on
the price in the most advantageous market. *  Mehran
¢ Klancet
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