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Conceptual Framework

The revised Conceptual Framework for
Financial Reporting (Conceptual
Framework) issued in March 2018 is

effective immediately  for the
International Accounting Standards
Board (Board) and the IFRS

Interpretations Committee. For
companies that wuse the Conceptual
Frameworkto develop accounting
policies when no IFRS Standard applies
to a particular transaction, the
revised Conceptual Framework is
effective for annual reporting periods
beginning on or after 1 January 2020,
with earlier application permitted.

The Conceptual Framework sets out the
fundamental concepts for financial
reporting that guide the Board in
developing IFRS Standards. It helps to
ensure that the Standards are
conceptually consistent and that similar
transactions are treated the same way,
so as to provide useful information for
investors, lenders and other creditors.

The Conceptual Framework also assists
companies in developing accounting
policies when no IFRS Standard applies
to a particular transaction, and more
broadly, helps stakeholders to
understand and interpret the Standards.
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International Financial Reporting 1 pd Adlall S0 A gal) Ll
Standard 1 -First-time Adoption of
International Financial Reporting

Standards

I[FRS 1 requires an entity that is
adopting IFRS Standards for the first
time to prepare a complete set of
financial statements covering its first
I[FRS reporting period and the
preceding year.

The entity uses the same accounting
policies  throughout all periods
presented in its first IFRS financial
statements. Those accounting policies
must comply with each Standard
effective at the end of its first IFRS
reporting period.

I[FRS 1 provides limited exemptions
from the requirement to restate prior
periods in specified areas in which the
cost of complying with them would be
likely to exceed the benefits to users of
financial statements.

IFRS 1 also prohibits retrospective
application of IFRS Standards in some
areas, particularly when retrospective
application would require judgements
by management about past conditions
after the outcome of a particular
transaction is already known.
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International Financial Reporting
Standard 1 -First-time Adoption of
International Financial Reporting
Standards

IFRS 1 requires disclosures that explain
how the transition from previous GAAP
to IFRS Standards affected the entity’s
reported financial position, financial
performance and cash flows.
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International Financial Reporting
Standard 2 - Share-based Payment

IFRS 2 specifies the financial reporting
by an entity when it undertakes a share-
based payment transaction, including
issue of share options. It requires an
entity to recognise share-based
payment transactions in its financial
statements, including transactions with
employees or other parties to be settled
in cash, other assets or equity
instruments of the entity. It requires an
entity to reflect in its reported profit or
loss and financial position the effects of
share-based payment transactions,
including expenses associated with
transactions in which share options are
granted to employees.
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International Financial Reporting
Standard 3 -Business Combinations

I[FRS 3 establishes principles and
requirements for how an acquirer in a
business combination:

o recognises and measures in its
financial statements the assets and
liabilities acquired, and any
interest in the acquiree held by
other parties;

o recognises and measures the
goodwill acquired in the business
combination or a gain from a
bargain purchase; and

o determines what information to
disclose to enable users of the
financial statements to evaluate
the nature and financial effects of
the business combination.

The core principles in I[FRS 3 are that an
acquirer measures the cost of the
acquisition at the fair value of the
consideration paid; allocates that cost to
the acquired identifiable assets and
liabilities on the basis of their fair
values; allocates the rest of the cost to
goodwill; and recognises any excess of
acquired assets and liabilities over the
consideration paid (a  ‘bargain
purchase’) in profit or loss immediately.
The acquirer discloses information that
enables users to evaluate the nature and
financial effects of the acquisition.
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International Financial Reporting
Standard 4 -Insurance Contracts

Will be superseded by IFRS 17.

IFRS 4 specifies some aspects of the
financial reporting for insurance
contracts by any entity that issues such
contracts and has not yet applied IFRS
17.

An insurance contract is a contract
under which one party (the insurer)
accepts significant insurance risk from
another party (the policyholder) by
agreeing to compensate the
policyholder if a specified uncertain
future event (the insured event)
adversely affects the policyholder.

[FRS 4 applies to all insurance contracts
(including reinsurance contracts) that
an entity issues and to reinsurance
contracts that it holds, except for
specified contracts covered by other
Standards. It does not apply to other
assets and liabilities of an insurer, such
as financial assets and financial
liabilities within the scope of IFRS 9.
Furthermore, it does not address
accounting by policyholders.

IFRS 4 exempts an insurer temporarily
(ie until it adopts IFRS 17) from some
requirements of other Standards,
including the requirement to consider
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Standard 4 -Insurance Contracts
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International Financial Reporting 5 ) dallall py lESH Agall jlaal)
Standard 5 - Non-current Assets Held
for Sale and Discontinued Operations

[FRS 5 requires: Adlall el edadl A gall jlaaal) by
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income of the results of
discontinued operations.
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International Financial Reporting pull g CLASIL) - 6 ad) dadlal) il dgall Lol
Standard 6 - Exploration for and daayidal) o ) gall

Evaluation of Mineral Resources

I[FRS 6 specifies some aspects of the
financial reporting for costs incurred for
exploration for and evaluation of mineral
resources (for example, minerals, oil,
natural gas and similar non-regenerative
resources), as well as the costs of
determination of the technical feasibility
and commercial viability of extracting the
mineral resources.IFRS 6:

permits an entity to develop an
accounting policy for exploration
and evaluation assets without
specifically considering the
requirements of paragraphs 11-12
of IAS 8. Thus, an entity adopting
I[FRS 6 may continue to use the
accounting policies applied
immediately before adopting IFRS
6.

requires  entities recognising
exploration and evaluation assets
to perform an impairment test on
those assets when facts and
circumstances suggest that the
carrying amount of the assets may
exceed their recoverable amount.

varies  the  recognition  of
impairment from that in IAS 36 but
measures the impairment in
accordance with that Standard
once the impairment is identified.
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International Financial Reporting
Standard 7 - Financial Instruments:
Disclosures

I[FRS 7 requires entities to provide
disclosures in their financial statements
that enable users to evaluate:

the significance of financial
instruments for the entity’s financial
position and performance.

the nature and extent of risks arising
from financial instruments to which
the entity is exposed during the period
and at the end of the reporting period,
and how the entity manages those
risks. The qualitative disclosures
describe management’s objectives,
policies and processes for managing
those risks. The  quantitative
disclosures provide information about
the extent to which the entity is
exposed to risk, based on information
provided internally to the entity’s key
management personnel. Together,
these disclosures provide an overview
of the entity’s use of financial
instruments and the exposures to
risks they create.

IFRS 7 applies to all entities, including
entities that have few financial
instruments (for example, a
manufacturer whose only financial
instruments are cash, accounts
receivable and accounts payable) and
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International Financial Reporting il oY) cilaliadl 7 a8 ) Adlall N el L)
Standard 7 - Financial Instruments: aallal)
Disclosures
those that have many financial Lo saaal Lpalina Aalla dsus 5o (Jia) Adlall ) Y1 (4
instruments (for example, a financial (Al S 5ol e 3 e (A Lgauad g

institution most of whose assets and
liabilities are financial instruments).
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International Financial Reporting
Standard 8 - Operating Segments

[FRS 8 requires an entity whose debt or
equity securities are publicly traded to
disclose information to enable users of
its financial statements to evaluate the
nature and financial effects of the
different business activities in which it
engages and the different economic
environments in which it operates.

[t specifies how an entity should report
information about its operating
segments in annual financial statements
and in interim financial reports. It also
sets out requirements for related
disclosures about products and
services, geographical areas and major
customers.
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International Financial Reporting
Standard 9 - Financial Instruments

IFRS 9 is effective for annual periods
beginning on or after 1 January 2018
with early application permitted.

IFRS 9 specifies how an entity should
classify and measure financial assets,
financial liabilities, and some contracts
to buy or sell non-financial items.

IFRS 9 requires an entity to recognise a
financial asset or a financial liability in
its statement of financial position when
it becomes party to the contractual
provisions of the instrument. At initial
recognition, an entity measures a
financial asset or a financial liability at
its fair value plus or minus, in the case of
a financial asset or a financial liability
not at fair value through profit or loss,
transaction costs that are directly
attributable to the acquisition or issue of
the financial asset or the financial
liability.

Financial assets

When an entity first recognises a
financial asset, it classifies it based on
the entity’s business model for
managing the asset and the asset’s
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Standard 9 - Financial Instruments

contractual cash flow characteristics, as

follows:
_ _ _ sy Ml ¥l Gl &5 - slilaad) dail) o
. Amortlsed cost—a f1n:_mc1al assgt i) (e 20 sladind 51 Sl
is measured at amortised cost if

both of the following conditions are

met: Cangy Jlaef 73 g (pania JaaVL LaliiaY) oy -
o the asset is held within a — GEs xes g2y Jeall Lyl )
business model whose g ¢duaBlatl) dgaaal)

objective is to hold assets in
order to collect contractual
cash flows; and

o the contractual terms of the ) duadl Dalaill Lo il o iy -

financial asset give rise on
specified dates to cash flows
that are solely payments of
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principal and interest on the

principal amount
outstanding.
e Fair value through  other

comprehensive income—financial
assets are classified and measured
at fair value through other
comprehensive income if both of
the following conditions are met:
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o the financial asset is held
within a business model
whose objective is
achieved by both
collecting contractual
cash flows and selling
financial assets and
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Standard 9 - Financial Instruments

o the contractual terms of
the financial asset give
rise on specified dates to
cash flows that are solely
payments of principal and
interest on the principal
amount outstanding.

o Fair value through profit or loss—
any financial assets that are not
held in one of the two business
models mentioned are measured at
fair value through profit or loss.

An entity may make an irrevocable
election at initial recognition for
particular investments in equity
instruments that would otherwise be
measured at fair value through profit or
loss to present subsequent changes in
fair value in other comprehensive
income.

When, and only when, an entity changes
its business model for managing
financial assets it must reclassify all
affected financial assets.

Financial liabilities

All financial liabilities are measured at
amortised cost, except for financial
liabilities at fair value through profit or
loss. Such liabilities include derivatives
(other than derivatives that are financial
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Standard 9 - Financial Instruments

guarantee contracts or are designated
and effective hedging instruments),
other liabilities held for trading, and
liabilities that an entity designates to be
measured at fair value through profit or
loss (see ‘fair value option’ below).

After initial recognition, an entity
cannot reclassify any financial liability.

Fair value option

An entity may, at initial recognition,
irrevocably designate a financial asset
or liability that would otherwise have to
be measured at amortised cost or fair
value through other comprehensive
income to be measured at fair value
through profit or loss if doing so would
eliminate or significantly reduce a
measurement or recognition
inconsistency (sometimes referred to as
an ‘accounting mismatch’) or otherwise
results in more relevant information.

Impairment

Impairment of financial assets is

recognised in stages:

o Stage 1—as soon as a financial
instrument is originated or
purchased, 12-month expected
credit losses are recognised in
profit or loss and a loss allowance
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is established. This serves as a
proxy for the initial expectations of
credit losses. For financial assets,
interest revenue is calculated on
the gross carrying amount (ie
without deduction for expected
credit losses).

o Stage 2—ifthe creditriskincreases
significantly and is not considered
low, full lifetime expected credit
losses are recognised in profit or
loss. The calculation of interest
revenue is the same as for Stage 1.

o Stage 3—if the credit risk of a
financial asset increases to the
point that it is considered credit-
impaired, interest revenue is
calculated based on the amortised
cost (ie the gross carrying amount
less the loss allowance). Financial
assets in this stage will generally be

assessed individually. Lifetime
expected credit losses are
recognised on these financial
assets.

Hedge accounting

The objective of hedge accounting is to
represent, in the financial statements,
the effect of an entity’s risk management
activities that use financial instruments
to manage exposures arising from
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particular risks that could affect profit
or loss or other comprehensive income.

Hedge accounting is optional. An entity
applying hedge accounting designates a
hedging relationship between a hedging
instrument and a hedged item. For
hedging relationships that meet the
qualifying criteria in IFRS 9, an entity
accounts for the gain or loss on the
hedging instrument and the hedged
item in accordance with the special
hedge accounting provisions of IFRS 9.

IFRS 9 identifies three types of hedging
relationships and prescribes special

accounting provisions for each:

o fair value hedge: a hedge of the

exposure to changes in fair value of

arecognised asset or liability or an
unrecognised firm commitment, or
a component of any such item, that
is attributable to a particular risk
and could affect profit or loss.

o cash flow hedge: a hedge of the
exposure to variability in cash
flows that is attributable to a
particular risk associated with all,
or a component of, a recognised
asset or liability (such as all or
some future interest payments on
variable-rate debt) or a highly
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probable forecast transaction, and

could affect profit or loss. Lo dpiad Tlee b i) Lila (e Jasaiil o
o hedge of a net investment in a 21 QJJJ\"@“M\ Jg;dlgaa;d\ sl

foreign operation as defined in IAS S Ll ) ks L) g Lo
21 Gl (g ) pau) U3 088 3 je J5¥ 9 ) Al
When an entity first applies IFRS 9, it sl ;_.ut;d\ Jurall b dosaill dpudae cilillaie
may choose to continue to apply the ;:Umﬂ"éﬁ;\ el clllie e Y <39 g
hedge accounting requirements of IAS |, 1 sl b il cilidle e e (9 & Al
39, instead of the requirements in IFRS
9, to all of its hedging relationships.
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International Financial Reporting
Standard 10 - Consolidated Financial
Statements

I[FRS 10 establishes principles for
presenting and preparing consolidated
financial statements when an entity
controls one or more other entities. IFRS
10:

e requires an entity (the parent) that
controls one or more other entities
(subsidiaries) to present
consolidated financial statements;

o defines the principle of control, and
establishes control as the basis for
consolidation;

o sets out how to apply the principle of

control to identify whether an
investor controls an investee and
therefore must consolidate the
investee;

o sets out the accounting requirements
for the preparation of consolidated
financial statements; and

o defines an investment entity and sets
out an exception to consolidating
particular  subsidiaries of an
investment entity.

Consolidated financial statements are
financial statements that present the
assets, liabilities, equity, income,
expenses and cash flows of a parent and
its subsidiaries as those of a single
economic entity.
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International Financial Reporting
Standard 11 - Joint Arrangements

I[IFRS 11 establishes principles for
financial reporting by entities that have
an interest in arrangements that are
controlled jointly (joint arrangements).

A joint arrangement is an arrangement
of which two or more parties have joint
control. Joint control is the contractually
agreed sharing of control of an
arrangement, which exists only when
decisions about the relevant activities
(ie activities that significantly affect the
returns of the arrangement) require the
unanimous consent of the parties
sharing control.

IFRS 11 classifies joint arrangements
into two types—joint operations and
joint ventures:

o inajointoperation, the parties that
have joint control of the
arrangement (joint operators)
have rights to particular assets, and
obligations for particular liabilities,
relating to the arrangement; and

e in a joint venture, the parties that

have joint control of the
arrangement (joint venturers)
have rights to the net assets of the
arrangement.
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International Financial Reporting
Standard 11 - Joint Arrangements

[FRS 11 requires a joint operator to
recognise and measure its share of the
assets and liabilities (and recognise the
related revenues and expenses) in
accordance with IFRS Standards
applicable to the particular assets,
liabilities, revenues and expenses.

A joint venturer accounts for its interest
in the joint venture using the equity
method (see IAS 28).
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IFRS 12 requires an entity to disclose slaiall e12 ad,aadlall s &l gall jlaal) callay
information that enables users of its (e&iue (8 Al Glogladll o FlalYl o585 ()
financial statements to evaluate: el (e Agllall Ll
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performance and cash flows.
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International Financial Reporting
Standard 13- Fair Value Measurement

IFRS 13 defines fair value, sets out a
framework for measuring fair value, and
requires disclosures about fair value
measurements. It applies when another
Standard requires or permits fair value
measurements or disclosures about fair
value measurements (and
measurements based on fair value, such
as fair value less costs to sell), except in
specified circumstances in which other
Standards govern. For example, [FRS 13
does not specify the measurement and
disclosure requirements for share-
based payment transactions, leases or
impairment of assets. Nor does it
establish disclosure requirements for
fair values related to employee benefits
and retirement plans. [FRS 13 defines
fair value 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
(an exit price). When measuring fair
value, an entity uses the assumptions
that market participants would use
when pricing the asset or the liability
under current market conditions,
including assumptions about risk. As a
result, an entity’s intention to hold an
asset or to settle or otherwise fulfil a
liability is not relevant when measuring
fair value.
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International Financial Reporting
Standard 14 - Regulatory Deferral
Accounts

IFRS 14 prescribes special accounting
for the effects of rate regulation. Rate
regulation is a legal framework for
establishing the prices that a public
utility or similar entity can charge to
customers for regulated goods or
services.

Rate regulation can create a regulatory
deferral account balance. A regulatory
deferral account balance is an amount
of expense or income that would not be
recognised as an asset or liability in
accordance with other Standards, but
that qualifies to be deferred in
accordance with IFRS 14, because the
amount is included, or is expected to be
included, by a rate regulator in
establishing the price(s) that an entity
can charge to customers for rate-
regulated goods or services.

IFRS 14 permits a first-time adopter
within its scope to continue to account
for regulatory deferral account
balances in its IFRS financial
statements in accordance with its
previous GAAP when it adopts IFRS
Standards. However, IFRS 14
introduces limited changes to some
previous GAAP accounting practices for
regulatory deferral account balances,
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International Financial Reporting
Standard 15 - Revenue from Contracts
with Customers

IFRS 15 is effective for annual reporting
periods beginning on or after 1 January
2018, with earlier application permitted.

IFRS 15 establishes the principles that
an entity applies when reporting
information about the nature, amount,
timing and uncertainty of revenue and
cash flows from a contract with a
customer. Applying IFRS 15, an entity
recognises revenue to depict the
transfer of promised goods or services
to the customer in an amount that
reflects the consideration to which the
entity expects to be entitled in exchange
for those goods or services.

To recognise revenue under IFRS 15, an
entity applies the following five steps:

o identify the contract(s) with a
customer.

o identify the performance
obligations in the contract.
Performance  obligations are
promises in a contract to transfer
to a customer goods or services
that are distinct.

o determine the transaction price.
The transaction price is the
amount of consideration to which
an entity expects to be entitled in
exchange for transferring
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International Financial Reporting
Standard 15 - Revenue from Contracts
with Customers

promised goods or services to a
customer. If the consideration
promised in a contract includes a
variable amount, an entity must
estimate the amount of
consideration to which it expects
to be entitled in exchange for
transferring the promised goods or
services to a customer.

o allocate the transaction price to
each performance obligation on
the basis of the relative stand-
alone selling prices of each distinct
good or service promised in the
contract.

e recognise revenue when a
performance obligation is satisfied
by transferring a promised good or
service to a customer (which is
when the customer obtains control
of that good or service). A
performance obligation may be
satisfied at a point in time
(typically for promises to transfer
goods to a customer) or over time
(typically for promises to transfer
services to a customer). For a
performance obligation satisfied
over time, an entity would select an
appropriate measure of progress
to determine how much revenue
should be recognised as the
performance obligation is satisfied.
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International Financial Reporting
Standard 16 - Leases

IFRS 16 is effective for annual reporting
periods beginning on or after 1 January
2019, with earlier application permitted
(as long as IFRS 15 is also applied).

The objective of IFRS 16 is to report
information that (a) faithfully
represents lease transactions and (b)
provides a basis for users of financial
statements to assess the amount,
timing and uncertainty of cash flows
arising from leases. To meet that
objective, a lessee should recognise
assets and liabilities arising from a
lease.

[FRS 16 introduces a single lessee
accounting model and requires a lessee
to recognise assets and liabilities for all
leases with a term of more than 12
months, unless the underlying asset is
of low value. A lessee is required to
recognise a  right-of-use  asset
representing its right to use the
underlying leased asset and a lease
liability representing its obligation to
make lease payments.

A lessee measures right-of-use assets
similarly to other non-financial assets
(such as property, plant and
equipment) and lease liabilities
similarly to other financial liabilities.
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As a consequence, a lessee recognises
depreciation of the right-of-use asset
and interest on the lease liability. The
depreciation would usually be on a
straight-line basis. In the statement of
cash flows, a lessee separates the total
amount of cash paid into principal
(presented within financing activities)
and interest (presented within either
operating or financing activities) in
accordance with IAS 7.

Assets and liabilities arising from a
lease are initially measured on a
present value basis. The measurement
includes non-cancellable lease
payments (including inflation-linked
payments), and also includes payments
to be made in optional periods if the
lessee is reasonably certain to exercise
an option to extend the lease, or not to
exercise an option to terminate the
lease. The initial lease asset equals the
lease liability in most cases.

The lease asset is the right to use the
underlying asset and is presented in
the statement of financial position
either as part of property, plant and
equipment or as its own line item.

IFRS 16 substantially carries forward
the lessor accounting requirements in
IAS 17. Accordingly, a lessor continues
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to classify its leases as operating leases
or finance leases, and to account for
those two types of leases differently.

[FRS 16 replaces IAS 17 effective 1
January 2019, with earlier application
permitted. IFRS 16 has the following
transition provisions:

» Existing finance leases: continue
to be treated as finance leases.

« Existing operating leases: option
for full or limited retrospective
restatement to reflect the
requirements of IFRS 16.
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IFRS 17 is effective for annual reporting
periods beginning on or after 1 January
2021 with earlier application permitted
as long as IFRS 9 and IFRS 15 are also
applied.

Insurance contracts combine features
of both a financial instrument and a
service contract. In addition, many
insurance contracts generate cash
flows with substantial variability over a
long period.To provide useful
information about these features, IFRS
17:

o combines current measurement of
the future cash flows with the
recognition of profit over the
period that services are provided
under the contract;

e presents insurance service results
(including presentation of
insurance revenue) separately
from insurance finance income or
expenses; and

e requires an entity to make an
accounting policy choice of
whether to recognise all insurance
finance income or expenses in
profit or loss or to recognise some
of that income or expenses in
other comprehensive income.
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The key principles in IFRS 17 are that ey o sall Al L &l lamal dpuduY) (sabaal) ()

an entity: L) a8 o (2 17

S e Lo U1 Rl sjinll 3mty

o identifies as insurance contracts GILEY) e s b sa ieli a3l
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insurance risk from another party G e ey e L
(the policyholder) by agreeing to ot e g (40 wﬂ::j;‘) mlm
compensate the policyholder if a T
specified uncertain future event
(the insured event) adversely
affects the policyholder;

o separates specified embedded
derivatives, distinct investment Al el Al sl Jad o
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performance obligations from the Al 5 gial) e Asid) g Ada) ¢ )aY)

insurance contracts;

« divides the contracts into groups pie Gl e sane I ool and
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flows in a way that is
consistent with observable
market information; plus (if
this value is a liability) or
minus (if this value is an
asset)
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ii. anamountrepresenting the
unearned profit in the
group of contracts (the
contractual service
margin);

« recognises the profit from a group
of insurance contracts over the
period the entity provides
insurance cover, and as the entity
is released from risk. If a group of
contracts is or becomes loss-
making, an entity recognises the
loss immediately;

e presents separately insurance
revenue (that excludes the receipt
of any investment component),
insurance service expenses (that
excludes the repayment of any
investment components) and
insurance finance income or
expenses; and

o discloses information to enable
users of financial statements to
assess the effect that contracts
within the scope of IFRS 17 have
on the financial position, financial
performance and cash flows of an
entity.

IFRS 17 includes an optional simplified
measurement approach, or premium
allocation approach, for simpler
insurance contracts.
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