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Agenda

» Resources available for the change to FRS 102
» Other technical changes

» Update on the new accounting standards

» Charity accounting and regulation

+ Audit monitoring update

+ Personal insolvency events and continuing

professional body membership
» Sundry other technical issues
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Accounting Standards SMP
Pre 2015 Post 2015

UK/Irish GAAP —ﬂ FRS 102 General ‘

(FRSS’ SSAPS) Subs. Reduced
disclosure - -
Subs | FRS 101 IFRS Subs
IFRS / _|IFRS
consols
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FRS 102 — Transition date

Accounting periods beginning on or after 1/1/2015
From first day of comparison period.

31 December year end

First year end 31/12/2015

transition date 1/1/2014

Restate all transactions since 1/1/2014 to FRS 102
30 December year end

First year end 30/12/2016

transition date 31/12/2014

Restate all transactions from 31/12/14 to FRS 102
The global body for professional accountants ﬁ



Accounting Standards - FRSSE

FRSSE Being withdrawn

* Replaced with

* The Financial Reporting
Standard for Micro-entities
(FRSME)

* FRS 102 - small entity
reduced disclosure chapter

global body for professional accountants ﬁ

FRS 101
IFRS reduced disclosures

* IFRS accounting with
reduced disclosures
* |FRS Subsidiaries to use

The global body for professional accountants ﬁ



http://www.frc.org.uk/Our-Work/Codes-Standards/Accounting-and-
Reporting-Policy/Standards-in-I1ssue.aspx

Standards in issue

Latest editions of FRS 101 ano FRS 102
L RS 101 Reduced Disclasure Framework (Aagist 2014)

L FRS 162 Tha Finaacial Reposting Standacd applicabde i the UK and Repebiic of Weland
[Alugust 2014)

The global body for professional accountants H

A minority of members can’t do consolidations

Consolidations

2009 2015
ERS 2 | ERS 102
Old IFRS 3 | IFRS 3 revised

P2 Corporate Reporting (INT) — never an auditor, IFRS only, easier

exam
P2 Corporate Reporting (ROI) — can be auditor, UK and IFRS, more

difficult exam
P7 Advanced Audit and Assurance (ROI) —must do this to be an

auditor

The global body for professional accountants H



FRS 102 Financial statements
www.accaglobal.com

WELCOME 7O ACCA
FINANCE PROFESSIONAL JRELARD
The ACCA Quaification equips you with tha ATIA Suli] Mty 11900
WAl Yoo need (o Become & cempinin e LR g
finance professional and wark your way o - S i S gt B9
the top g S s o e e 1 P
(el TR T L W AVEE.eN

Open dooms to cppartunity - start your ACCA vt ol oS et b et
umey logay
& Tead ot e stead Armer 1 SASTER WS ALTTA

* P et e Ieal poar Senawres sty

O s MRI RN Te AT
sttt w 3 Fonamory »
I AT W R

The global body for professional accountants

FRS 102 Financial statements
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FRS 102 Financial statements
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Model FRS 102 Accounts
For Ireland

ANIA
ILovwson Fub
[ ]

The changes in 2015

. FRS 102 reformatting
. Cash flows for all clients

. Companies Act
reference changes

The global body for professional accountants ﬁ



FRS 102 Financial
statement disclosure

The global body for professional accountants g

FRS 102 - section 3

Complete set of financial statements

1. statement of financial position as at the reporting date

2. statement of comprehensive income (double or 2 X single)
If no comprehensive income it may be omitted

3. statement of changes in equity
If none merge with comprehensive income

4. statement of cash flows

* notes, comprising a summary of significant accounting policies
and other explanatory information

The global body for professional accountants g



Example of a Statement of Comprehensive Income (single statement approach) follows:

Z0XT 20X
£

£

Turnover \‘ XXX XXX
Cost of sales e(\ XXX XXX
Gross profit \e((\ XX XX
Administrative expenses \'a XX XX
Other operating income e s X) X)
Operating profit XXX XXX
Interest receiv N, ilarincome (XX) (XX)
Interest payabi nd similar charges X X
Profit on ordinary activities before taxation XX XX
Taxation X) (%))
Profit on ordinary activities after taxation and /

ofit for the financial year XX XX

ther comprehensive income 6
ctuarial losses on defined benefit pension,plan - ) (XX)
eferred tax movement relagi "VS@ \nCOmX X
otal com mpf@m X

cO

XX XXX

The global body for professional accountants ﬁ

TRAVELODGE MOTTLS LIMITED
INCOME STATEMENT
Year onded 31 Decomber 2012

. Ygar ended 31 December 2012 . Yonrended 3t Decamber 2011
Betore At Betar Ane
e ! -m--l e ] b tern srrre
s fm £ tm i fm i=
Turnover ? b5 I SR — 1 X ) Jo3 s 369.5
Operatng Costs v 27a) #s 1) (o n (ann (i a7 )
Rert 3 [RE L) = (144 3) Gauyn . aa
‘um‘ 207 (833) (55.8) 54 (174 1) (118.7)
Degrecation and Amortsatinn run2 (28 6) - {28 G) (423) - 142 3)
Operating Profit/(Loss) TTRY T (#s3) T (®a3) T a3 (741 (161.0)
Imerest recewable and other smcome . 251 . B o - 270
Inmerest payabie and ather charges ' 1ze) - (120 [ELR )] - {14 1)
Profit/{Loss) before Tox T Az T (es3) FLA) T %8 T (17A1) | (14aa)
Tex o0 prufit on ordnary actmbies » 80 - &0 ao - €10
Profit/ (Loss) for the year o & S ) S x5 9 M £ L%

All resutts are denved from cenbnung operaton

The global body for professional accountants ﬁ



TRAVELOOGE MOTELS LIMITED
STATEMENT OF COMPREHENSIVE INCOME
For the year ended 31 December 2012

Yaur ended Year ended

n n
012 2011
£m, £m
Loss “or the yeor (63 1) (107 1)
Reserves transfer for the 2011 wmparment charge . 1203
Deferred tax on revadsztion reserve (80) (410}
Difference between Nystoncal cost deprecistion charpe and
the actul deprroation charge for the year 158 158
Total comprehensive loss for the year {55.3) {12 0}

The global body for professional accountants

STATEMENT OF CHANGES [N EQUITY
For the year ended 31 December 2012

Share Revalustion Profit and

Capatal Reserve  Loss Account Totsl
m in fm &m

Balance as at 1 Jamuary 2011 3000 256.3 2423 798.6
Loss for the year 3 - (107 1) (107 1)
Resurves traraler for Lhe 2011 unpavrent carge . (120 3) 1203 -
Deferrad Tax on revaluation reserve . a0 (41 0)
Ofference €Ot depH charge and - (158) 158 -
the sctue! depreciation charge for the year
Yo o e e T : ) ) M 1)
Baiance at 31 Dwcembar 3011 300.0 181.2 3303 @Mis
Balamce s ot L January 2012 00 1612 230.3 6915
Loss for the year . - (63 1) (631)
Deferred tax on revalusbon reserve - 80 (80)
D#ference between histonical cost depreciehon charge and (15 8) 158
the actual deprecabon charge for the year
ToiaTcomprenermre 1032 - 7:8) (53] (6T
Balance at 31 December 2012 360.0 i5ia 1750 E3ha_

The global body for professional accountants



TRAVELODGE MOTELS LIMITED
STATEMENT OF FINANCIAL POSITION
As at 31 December 2012

31 December 31 Decemb
Motz 2012 2011
£m Em
FIXED ASSETS
Intangible assets iz 120 140
Tangible assets 2 3381 53 7
Investments 0 _ 11.7 117
3618 379 4
CURRENT ASSETS
Stocks i 12 15
Oebtors 15 549.6 5979
Cash at bank and in hand 29.8 143
580.8 613.7
Creditors  Amounts falling due withun one year s (181.2) (199 1)
NET CURRENT ASSETS 399.4 414.6
TOTAL ASSETS LESS CURRENT LIABILITIES 761.2 794 0
Creditors Amounts falling due after more than one year 17 (29 2) {20 0)
Provisions far Liabilities 18 (103 6) (72 5)
NET ASSETS 8364 T 8eis
CAPITAL AND RESERVES
Called up share capital 19 3000 3000
Revabiabon reserve 1534 161 2
Profit and loss sccount 1750 230 3
TOTAL SHAREHOLDERS' FUNDS 2021 (21X .
T ariaeaEiy Lo miess Limivaod (PR 02D
et ofF ool Flooes =
Waar Evvded 31 Deoasmboes 2000
[ LELTEE Ll El L g
[ =
Caxh lows from (=] (4] -
b G rer B FROrT o T aonE
- Caxhr ptx from o Ti=rE WIHIN, R IR, TN
Cash paymentE Lo Suppliers and emplouees - -
Intsrsxt aid ax [EX4 )] [EL L]
Incoom Cal poadd - (4. ZH7F]
Flark cawh gparmnes ated Froses op a» EL il S a0
Cmxh Flarw s Froeom §
Furchase oF intangible sssets -
Furchaze of properiy, plant and squiprment (FRE) " e T T
Frooeeds Ffrom sale of FFE i =
Furchsxss of flinanois] scecsix = -
Furohases OF inGeSirmeent properti -
Lomnx granted (o related partisx =1tE)
(LU P e [ &
Plark aramswis wnsraral Bns Answrasrw ki aotivitiasw L L L 1 1 Lt r 1 1 3
sk Flaws From Finanacing sarivicie s
Faurments of financs lease labilities R L [ kL]
Fapayments oF barrowings ER.EJH
Oigtidends paid LS oompany' s shareboiders =
Plek caxh weesd in Fin [] = - [ 1 0]
Pl e w i e PP e O e Gwn rmarhy meed Ooomar b aagaEiae mia s LECE: Fod -
Cawh, cawh sguivalsnts and bank owvesrdralfis st thas
haqinnindg oFf §&ar 1= - RLLLUM DLl L)
Canch and asch squivalents st end of gear Ei BT [E N E -3




Balance Sheet
Line by Line

The global body for professional accountants ﬂ

FRS 102 - Investment property

Currently

Market value every year

Gains to STRGL

Losses to STRGL (unless permanent)
Directors can do valuation

New

Market value only if reliable — otherwise cost
Gains to P/L

Losses to P/L

Directors can do valuation

The global body for professional accountants ﬂ
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FRS 102 - Investment property

Transition
» Market value can be deemed cost (if using cost model)

Planning points
* No reliable valuation - cost model
» Gains/recovery in value to p/I

The global body for professional accountants m

FRS 102 - Own use property

Currently

» Choice of cost or market value (existing use)
* Revaluation gains to STRGL

* Revaluation losses to p/I

* Revalue 3+5 years

* Qualified external valuer must do valuation

New

» Choice of cost or market value (open market value)
* Market value only if reliable

* Revaluation gains to STRGL

* Revaluation losses to p/l

+ Directors can do valuation

* Revalue regularl
g y The global body for professional accountants m
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FRS 102 - Own use property

Transition options

» Market value can be deemed cost on transition
* Restate back to original cost

+ Keep at market value

Planning points

» Don’t need qualified valuer

» Chance to return to cost —
» lower depreciation,
* bigger gains on sale,
+ easier to audit

The global body for professional accountants H

FRS 102 - Goodwill and intangible

Currently
* Purchased only
* Amortise over up to 20 years

New
* Purchased only
« Amortise over up to 5 years (unless you can measure life)

The global body for professional accountants H
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FRS 102 - Goodwill and intangible

Transition
+ Use old life and continue to amortise
* Restate to 5 years life

The global body for professional accountants H

FRS 102 - Investments

Currently
* Cost model allowed
* Fair value model allowed
* FRS 25 and 26 users
* Fair value
* Held to maturity
* Available for sale

New
* Amortised cost (simple bonds etc..)

* Market value (quoted investments)

» Cost less impairment: (unquoted investments)
» Fair value: (complex investments)

* Optionto full IFRS

The global body for professional accountants H
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FRS 102 - Investments

Differences

* You can’t use “held to maturity”
* Must take impairments

* You can’t use fair value for simple investments
* (must be amortised cost)

* You can’t leave investments at cost
* (unless unquoted company shares)

« Complex financial instruments at market value

The global body for professional accountants ﬁ

FRS 102 Financial Instruments - summary

Old Accounting New Accounting
Stock market investments * |nvestments at market
at cost less impairment value if quoted

* Unquoted investments
at cost less impairment

Shares in subsidiarity or
associate at cost less
impairment

Shares in subsidiarity or
associate:

+ Cost less impairment or
« fair value (ociy, or

+ fair value (p/l).

The global body for professional accountants ﬁ
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FRS 102 Financial Instruments - summary

Old Accounting

Simple financial
instruments — at cost
(which could be nil)

Complex financial
instruments — at cost
(often nil)

New Accounting

Simple financial
instruments — at amortised
cost

Complex financial
instruments — at fair value

The global body for professional accountants ﬁ

FRS 102 Financial Instruments - summary

Old Accounting

FRS 25 and 26 users

Available for sale
Held to maturity
Amortised Cost

Fair value

New Accounting

Old FRS 25 and 26 users

Available for sale - gone
Held to maturity - gone
Amortised Cost —simple Fls
Fair value — complex Fls

(with some simple Fls also
using FV)

The global body for professional accountants ﬁ
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Quick note on Held to maturity V’s
Amortised Cost

Issued €0.95  Credit downgrade Redeemed €1

» Held to maturity: ignore downgrade — use average
yield
« Amortised cost: book downgrade — increased yield

in future years
The global body for professional accountants ﬁ

FRS 102 Government Bond accounting

Nominal €1,000,000
Cost €1,200,000
Maturity 18/10/2020
Coupon 5%

Yield 1%

Market HTM Amortised cost

value income Income
Purchased 1.20 12 12
30/9/2015 1.17 1.7 1.7
2016 1.13 11.3 1.3
2017 1.10 1 u
2018 1.07 10.7 10.7
2019 1.03 10.3 10.3
2020 1.00 10 10
Total 77 77

The global body for professional accountants ﬁ



FRS 102 Government Bond accounting

Nominal €1,000,000
Cost €1,200,000
Maturity 18/10/2020
Coupon 5%

Yield 1%

Market HTM Amortised cost

value income Income
Purchased 1.20 12 12
30/9/2015 1.17 1.7 1.7
2016 0.95 11.3 (11.3-220 =) loss 208
2017 0.96 11 64  (yield now 6.7%)
2018 0.98 10.7 65
2019 0.99 10.3 66
2020 1.00 10 67

77 77

Cash each year in coupon is 50,000 The global body for professional accountants a

FRS 102 Basic Financial Instruments S11
* Amortised cost:

Initial cost

Less repayments

+/- amortisation of discount / premium
Less impairment

Effective interestrate = IRR
Detailsin 11.16

The global body for professional accountants a

18



FRS 102 - Investments

Planning

* You need to get market values of all bonds and Government
securities

* You can go to full IFRS if you want to use fair value for simple
investments

* Investment in subsidiary / associated — can be at market value
and not just cost

The global body for professional accountants E

FRS 102 - Intercompany loans

Currently
+ Cost

New
» Discounted cash flow

The global body for professional accountants E
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FRS 102 - Intercompany loans

Intercompany loan example
€100,000 loan from holding company to sub
Repayable in 4 years, no interest charged, cost of money 5%

Year 2

Holding

Dr intercompany 80,000
Dr investment in subsidiary 20,000
Cr Bank 100,000

Subsidiary

Dr bank 100,000

Cr intercompany 80,000

Retained earnings 20’000 The global body for professional accountants ﬁ

FRS 102 - Intercompany loans

Intercompany loan example
€100,000 loan from holding company to sub
Repayable in 5 years, no interest charged, cost of money 5%

Year 1-4
Holding
Dr intercompany 5,000
Cr Interestincome 5,000

Subsidiary

Cr intercompany 5,000
Dr Interest expense 5,000

The global body for professional accountants ﬁ
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FRS 102 - Intercompany loans

Planning
+ Discount them
» Charge discount to capital contribution
* Repayable on demand
* Repayable in one year after audit report is signed and discount
not material
» Subordinated to all other liabilities — i.e. equity

The global body for professional accountants H

FRS 102 - Stock

Currently
» Lower of cost and NRV

New
» Lower of cost and NRV - called inventory

The global body for professional accountants H
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FRS 102 - Debtors

Currently
* Invoiced amount less bad debt provision

New
 Invoiced amount less bad debt provision

* No general bad debt provision
+ Called amounts receivable

The global body for professional accountants ﬁ

FRS 102 - Creditors

Currently
» Trade plus accruals

New
» Trade plus accruals

» Accrue for holiday pay
« “...unconditional right, at the end of the reporting period, to

defer settlement of the creditor for at least twelve months after
the reporting date”

The global body for professional accountants ﬁ
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FRS 102 - Deferred tax

Currently
« Timing differences

New
+ Timing differences
* Inherent CGT on revalued property

The global body for professional accountants ﬁ

FRS 102 - Equity

Currently
« Share capital and reserves

New

» Share capital and reserves

* Includes items that look like equity
» Alot more disclosure

The global body for professional accountants ﬁ
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FRS 102 - section 9

Consolidation

Current position
. Consolidate when you control
. Companies Act limits for exemption

New position

. Same exemptions

. Consolidation rules in 9.13 et seq.
. 100% subsidiaries do not change
. Slightly different method

The global body for professional accountants ﬁ

FRS 102 - section 9
Consolidation

Changes
. Non controlling interest calculation changes
. Broadly similar

Planning

. Same size exemptions

. Consolidation rules in 9.13 et seq.
. 100% subsidiaries do not change
. No change to old consolidations

The global body for professional accountants ﬁ
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FRS 102 - section 9
Single accounts of holding company — no consolidation

Old accounting
“Investment in subsidiary” at cost
Investment in associate and JV — at cost

New accounting

‘Investment in subsidiary” associate or JV at

. cost less impairment;

. fair value with changes in fair value recognised in other
comprehensive income

. fair value with changes in fair value recognised in profit or

IOSS The global body for professional accountants a

New Business Combinations and Goodwill

* Purchase method to be used

« PBE may use other methods

+ ldentify an acquirer

» Goodwill arises with a finite life — should be no more than 5
years

* Amortise goodwill.

» Group reconstructions may use merger method
» Merger method gone for commercial companies

The global body for professional accountants a
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FRS 102 Section 14/15

Investments in Joint Ventures
 Jointly controlled operations and Jointly controlled assets
* include your share of jointly controlled assets and
liabilities and income
 Joint controlled entities:

» Consolidation — equity method
* Not consolidated - cost or fair value

The global body for professional accountants H

FRS 102

Going concern - Same

The global body for professional accountants H
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R&D

» similar accounting to old GAAP — choice to capitalise D if 5
rules met

The global body for professional accountants g

FRS 102 - leases

* No 90% test
* Lease incentives over lease term (not to market rent
period)

The global body for professional accountants g
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FRS 102 Section 21

Provisions and Contingencies
« Same as UK GAAP

The global body for professional accountants ﬁ

FRS 102 Grants

Revenue grants — same
Capital grants — 2 options
Accrual — w/o over time
Performance - write off as performed

The global body for professional accountants ﬁ
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FRS 102 Incoming Resources from Non-
Exchange Transactions

Accrual model — split into revenue or capital

* Revenue — in accordance with cost being incurred
» Cost already incurred — recognise immediately

» Capital — amortise over life of asset

The global body for professional accountants H

FRS 102 Incoming Resources from Non-
Exchange Transactions

Performance model — recognise grant when

* No performance-related conditions — when received
+ Performance-related conditions — when performed
« Liability until recognised

The global body for professional accountants H
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FRS 102 Incoming Resources from Non-
Exchange Transactions

Accrual model - match
Performance — perform

Factory to be built and grant for building
Accrual - spread grant out
Performance - recognise once built

The global body for professional accountants g

Impairment of assets
Same — just simpler rules

The global body for professional accountants g
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deferred taxation

+ Same as old UK GAAP plus:
* Include DT on revaluations
» Fair value adjustments on acquisition

The global body for professional accountants ﬂ

Post balance sheet events
» No change from existing requirements

The global body for professional accountants ﬂ

31



FRS 102 Section 33

Related Party Transactions

* Wholly owned group exemption
available

+ Key management remuneration /)

GRELORY

‘Run it by legal.” ‘Run it by accounting.”

The global body for professional accountants E

FRS 102 Section 25

Borrowing costs
* You may capitalise borrowing costs
* Qualifying assets only

“Our books are balanced. 50% of our

numbers are real and 50% are made up.”
The global body for professional accountants E
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Foreign Exchange

Existing accounting
» Can use forward rate or spot

New accounting

* Must use spot rate

» Forward contracts are at fair value

* New FX goodwill will be retranslated each year

* No recycling of FX gain or loss on retranslation of FX
subsidiary which was sold

The global body for professional accountants ﬂ

FRS 102 Section 34

Specialist activities

. Agriculture

. Extractive Activities

. Service Concession Arrangements

. Financial Institutions

. Retirement Benefit Plans: Financial Statements
. Heritage Assets

. Funding Commitments

. Incoming Resources from Non-Exchange Transactions
. Public Benefit Entity Combinations

. Public Benefit Entity Concessionary Loans

The global body for professional accountants ﬂ
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FRS 102 Section 35

First time adoption

Identify the first FRS 102 accounts

Make explicit and unreserved statement of compliance
Select policies

Select transition exemptions

Restate comparison figures

Reconcile equity and profit under old and new GAAP

The global body for professional accountants ﬂ

1 ACCOUNTING POLICIES

Travelodge Hotels Limsted (the Company) 15 a8 hmited company incorporated and doermciled in the
Uruted Kingdom The address of its registered office and pnncipal place of business are disclosed on
page 1 The company provides budget hotel accomodation throughout the United Kingdom

Basis of accounting

These finanaal statements have been prepared in accordance with Finanoal Reporting Standard 102
(FRS102) with certan exemptions of the reduced disclosure framework apphed as detaled below
FRS102 has been early adopted by the Company at 31 December 2012 The date of transtion 15 1
Jenuary 2011 The result of this adoption can been seen in note 20 showing the pnmary impact being
the accounting for lease incentives

Goodwill

Goodwill arising on acquisition of a business combination represents the excess of the cost of
scquisibon over the Company's interest i the net fair value of the identifiable assets, habiities and
contingent habibties recognised at the date of acquisition  Goodwill 15 imtially recogmised as an asset at
cost and 15 amortised over twenty years

The global body for professional accountants ﬂ
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ACCOUNTING POLICIES

Tangible fixed asseta (continuad)

Under FRS 102, the Company has elected to adopt a ‘deemed cost' value at the date of transiion This
reflects the value of the tangible assets under the previous revaluation pokcy under UK GAAP at the
date of transstion (1 January 2011) The Company will no longer apply the revaluation model under FRS
102 and will hold assets ot the deemed cost and depreciate them over their useful economic ives
Revalustions will no longer be performed

Leased assets

For leases existing prior to the FRS102 transiion date of 1 January 2011, the Company has taken the
exempton on transibon under FRS102 and continues to credit incenbives on leases on o straight line
basss over the period to the first review date on which rent 1s adjusted to the prevailing market rates
(where this 1 shorter than the lease term)

The global body for professional accountants

20 TRANSITION TO FRS102 - INCOME STATEMENT

FRS102 has been early adopted by the Company at 31 Decernber 2012 The date of transition i1s 1
January 2011 The result of thes adcption can been seen below

Fixed Assets
Under UK GAAP, the Company previsusly adopted a policy of revaluing tangible fixed sssets

Under FRS 102, the Company has elected to adopt a 'deemed cost’ value at the date of transition  This
reflects the value of the tangible assets under the previous revaluabion policy under UK GAAP at the date
of transibon (1 January 2011) The Company will no longer apply the revaluation model under FRS 102
and will hold assets at the deemed cost and depreciated them over their useful econormc lives
Revaluations will no longer be performed

In 2011, the tangible assets suffered an impairment charge of £165 7m Under the previous revaluation
model £120 3m of this imparment was charged to the revaluation reserve and £45 4m was charged to
the income statement Due to the Company adopting FRS102, the impairment charge of £120 3m
previously charged to the revaluation réserve has been charged to the ncome statement in 2011 under
FRS 102 This has subsequently been transferred to the revaluation reserve

Ceferred tax has ansen on the revaluation raserve on transition to FR$102

The global body for professional accountants
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20 TRANSITION TO FRS102 - INCOME STATEMENT (CONTINUED)

Lease incentives

The previous accounting polcy under UK GAAP required lease incentives to ba credved to the income
stateyment on a straight bne basis over the lease term or, if shorter the penod o the frst reveew date on
which rent 15 adjustad to the prevasing market rate On trangbion, undger FRS 102, Iease incantivas are
recogrnised over the lease term On adoption of FRS 102, the Company has elected to take an exemption
to continue the pravious UK GAAP treatment for oxsting leases However, new Naso promiusms from the
date of transton are recognesed over the e of the lease This change in accounting pobicy has resulted
Ina £1 Om debit to the 2011 income statement

Reconcdabion of 2011 loss for the financal year 2011

£m
2011 koss for the hinanoal year (as praviously mue) (26 B)
Rent free reverse premium on leased properties’ (10)
Imparment previously charged to revaluation reserve’ {120 3)
Deferred Tax' 410
Loss for the finanoal year (as restated)
1) Under UKGHAAF, tne the L WS veeously requeed 00 acooent fov rent froe clements on
Ieoseo p vy mnlnl! over the shartoy of the Aase farme G Ihe DEAT revt rowew parod (asualy
Jnemddsm) mm:nmnmmwwwmvmkmwmmmmmmdm
fmose of pach propety, keadng fo o e o the iease pr o beld m the Selence shoet of £1 O

20 In 2011, the teng'tle sxsats satfforod an ypavrment charge of £165 /m Usder the prewcus revabaton modw £120 2o of the
mEavmmant wet cAApad o e freluetnn feecve and L45 4m wias charged 0 he income slafumend  As dhe Company 00 Kviges
wonies W rerRALDS aroi under FRS JOZ, the stpvivent charge oF £220 Ja prevaously Chavged (o he revakio Do reserve s
Mevn charowd 1o the moome statemen o 2011 uoder FRS 102

3) O [ransiteon 10 SRS 102, 3 defarmnd tay AONTY ARS 3O5a0 W1 re@E00 20 INe MvNLINN oF MenT 255e0s under the aravnws GARP
The sosparment charged &0 the scome statement wader FRS 102 has resultad m Me relesse oF £41 &m of tivus deforred tae w 2011

The global body for professional accountants

21 TRANSITION TO FRS102 - RESERVES

As at 1 As at 31
January December

Reconailiation of casital and reserves 2011 2011
Em Em

Capital and reserves (as previously stated) 886 4 7413

Deferred tax movement on revaluastion reserve’ (94 8) (538)

Rent free reverse premium on leased propertsos® - {(10)

Prioe year adjustment’ 50 50

Capital and Reserves (as restatec) 1

1) 0» COFRSIOL 0 tax kobuty of £94 S has amrsen

2) Undier UKGAAP, the pv %, the y s p 20 accoant Or rent Arew sements o

mmnmmmmm«a-mﬂsm Under FRS 102, s perixd o extended (o the
e of the fease of each propernty Leadng 1D 8 re-assessment of the rent frae amound Seld v e Selance sheel and resuits v &
CABGD SONEST I rosa Vs

3) A pros year adyustivent of £5 0m was /made [0 the Opemng rotancd Larmngs ¢n I Janvary 2011
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Increasing a controlling interest in a subsidiary
Further worked examples e
http://www.accaglobal.com/conten BUSINESS
t/dam/accal/global/pdf/sa_feb09 h COMBINATIONS: IFRS 3
olt.pdf (REVISED)

Fhon Wl s 11 8 bt i e, a0 b RS | e U T ey
phmrne scomu wrd devone Thn weond 5k - i e gk 2008 e o
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IFRS fror SIS 2009 « QAAS

- IFRS Foundation: Training
Material
for the IFRS for SMEs

Statements

OD®
c

(
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PAST EXAM PAPERS

f
¢
¢
r
r
r
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¢
¢
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December 2011 - quenicns
FOS towmatl MG

December 2011 + answers

DiplFR

el http://www.accaglobal.com/gb/en
R [student/dipifr/dipifr-
e resources/past-exam-papers.html
ey Paper F7 (Int) simple

June 2013 - questione consolidations

o Paper P2 (Int) complex

une 24 - anymers - -
il consolidations

December 2013 « questions
BUE semae 1905

December 2013 » answers
TP St IND
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Comparison to full IFRS

FRS 102
IFRS

FRS 102
IFRS

FRS 102
IFRS

FRS 102
IFRS

Cost of acquisition to goodwill
Cost of acquisition to expense

goodwill amortised
goodwill tested for impairment

goodwill not in NCI

2 methods allowed

* Per FRS 102

* Include goodwill in NCI

no recycling of FX on foreign subsidiaries
Recycle FX on sale of foreign sub

The global body for professional accountants ﬁ

Charity Accounting and

Regulation
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Charity regulation

* 8,000 “chy” numbers in total
* Many do not apply for a chy number.
» 10,000 Charites per regulator

* 4,000 are governed by company legislation and transparent
* 4,000 Governed by trust law and no compulsion to be
transparent

The global body for professional accountants H

Charity Act 2009 commenced 16 October 2014

* New Regulator

» All charities registered

* New fundraising laws

» Proper record keeping (all charities)

 Statement of accounts

+ Audit requirement / independent examination

* Report of activities

 Public access to accounts and reports

* Una Ni Dhubhghaill - head of charity commission

The global body for professional accountants H
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Accounting Standards FRS 102

Public Benefit Entities application notes
 Impairment of assets

* Service potential not cash flow
* Property for social benefit

 Cannot be investment property
 Consolidations

» No goodwill on consolidation

» Merger accounting still allowed
» Check formats in new companies Act

The global body for professional accountants ﬂ

Accounting Standards FRS 102

Public Benefit Entities application notes
« Government grants
» Donated goods at sale value
« Timing of recognition of income
» Donated time is income and expense
» Concessionary Loans
* Ignore below market rate interest
* Funding commitments
* “Cannot realistically withdraw”

The global body for professional accountants ﬂ
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With or without Regulator
FRS 102

Regulator expected to approve:
FRS 102 + SORP

FRS 102 — Public Benefit Entities

10,500 charities in Ireland.

0SC

The global body for professional accountants ﬁ

Accounting Standards New SORP

Headlines
Needs to be approved for use in Ireland

SoFA (statement of financial activity)

Salaries from €70k in bands of €10k.

Better analysis of income by type and function
Recognition of income changed

* Probably rather than certain

 Restriction on use

More detailed trustees report

Investment gains and losses separated

The global body for professional accountants ﬁ
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New IFRS Standards

The global body for professional accountants ﬂ

IFRS 9
Financial Instruments (July 2014)

 Effective 2018 — replaces IAS 39

* Measure financial instruments at amortised cost or fair
value

+ Available for sale and held to maturity now gone

* Loan provisioning based on expected future losses (not
incurred losses as currently)

* Hedging - no change (changes coming)

The global body for professional accountants ﬂ
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IFRS 9
Financial Instruments - impairments

Good loans — 12 month expected loss

Impaired loans — life time expected loss

Bad debts — life time expected loss on a net basis
Credit limits

Increased credit risk at 30 days past due.

The global body for professional accountants H

IFRS 12
Disclosure of Interest in Other Entities

Disclose interest in:

* subsidiaries

* joint arrangements (joint operations or joint ventures)
* associates

* unconsolidated structured entities

Details disclosed

* Interests in Subsidiaries

* Interests in joint arrangements and associates

* Interests in unconsolidated structured entities
periods beginning on or after 1 January 2013

The global body for professional accountants H
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IFRS 13
Fair Value Measurement

+ periods beginning on or after 1 January 2013

+ Defines fair value

« Common framework for measuring fair value

* Requires disclosures about fair value measurements.

* Anywhere fair value is needed
« Excludes share based payment and leases

The global body for professional accountants E

IFRS 13
Fair Value Measurement

3 levels of fair value calculations
 Levenl Market

Level 2 Observable

Level 3  Unobservable

The global body for professional accountants E
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2Inso|9sIq

IFRS 13
Fair Value Measurement

Level 1 Level 2 Level 3
The global body for professional accountants ﬁ

IFRS 15
Revenue from Contracts with Customers

* |dentify the contract(s) with a customer

« |dentify the performance obligations in the
contract

« Determine the transaction price

 Allocate the transaction price to the
performance obligations in the contract

» Recognise revenue when (or as) the
entity satisfies a performance obligation.

The global body for professional accountants ﬁ
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IFRS 15
Revenue from Contracts with Customers

* Bundled sales will be effected

- Atrtificial sales will be affected (multi year)
« Systems needed to track sales

« Simple sale contracts unaffected

The global body for professional accountants H

IFRS 15
Revenue from Contracts with Customers

e Contract costs
* Incremental costs are an asset if recoverable

« Application date
* Beginning on or after 1/1/2017

The global body for professional accountants H
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IFRS Enforcement.
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Enforcement decisions.

http://www.esma.europa.eu/it/page/lIFRS-
Enforcement-0

The global body for professional accountants g

+ many more

The global body for professional accountants g
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www.iasplus.com/standard/standard.htm
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http:/imww.ifrs.org/Updates/Podcast-summaries/Pages/Podcast-summaries.aspx
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Audit Directive and
Regulation
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Audit Directive and Regulation

* Audit rotation 10+10 (14 if joint)

+ Banned non audit services

« 70% cap on non audit services

+ 15% cap on audit fee for auditor

* Audit committee heavily involved with auditors

« If a US parent company has subsidiaries in the EU
the US parent company does not have to rotate.
However, if any of its EU subsidiaries fall within the
definition of a PIE in the MS they are located, they
will have to comply with this MS rotation

requirement
The global body for professional accountants m

New wording in audit report

““....the reasonableness of significant accounting
estimates made by the directors; and the overall
presentation of the financial statements and to
identify any information that is apparently
materially incorrect based on, or materially
inconsistent with, the knowledge acquired by us
in the course of performing the audit. In addition,
we read all the financial and non-financial
information....”

The global body for professional accountants m
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Anti-Money Laundering

Customer DD Summary

Old clients

* Risk working paper
* address document
* Renew annually

New risky clients

* Risk working paper

* address document X2
» Photo ID X2

» Raison d'etre

* Renew annually

New low risk clients

* Risk working paper
 address document

* photo ID document
* Renew annually

Designated clients
* Risk working paper
» Proof designated

The global body for professional accountants E

Anti-Money Laundering

Professional Body Monitoring issues
« Understand requirements

« Train all staff
 Non reporting

* Risk assessment

« CDD for all clients including long standing

clients

The global body for professional accountants E

54



Current issues in audit monitoring

Audit Programmes

* Using pre-completed audit programmes
without making amendments

* Not doing any audit work outside of the
tests set out in audit programme

The global body for professional accountants H

Current issues in audit monitoring
Not doing an audit

* Referral for misconduct
* Not fit and proper

The global body for professional accountants H
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Current issues in audit monitoring

Hot file reviews
« Referral for misconduct to RA
« Publication locally

The global body for professional accountants ﬁ

Soon to be . ) ) ) )
‘(L,Qurrent issues in audit monltorlng

Audit exemption
* Regulated by CBI
» European Communities (Insurance
Mediation) Regulations, 2005
w7‘:'.‘,.:;:3'.:Z::'.‘.'{.'.'L'..',.'"" - —
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Personal Insolvency schemes

Informal schemes

The Mortgage Arrears Resolution Process (MARP)
MABS

Long term mortgage Forbearance

Formal Schemes

Debt Relief Certificate

Debt Settlement Arrangement
Personal insolvency Arrangement
Bankruptcy

The global body for professional accountants ﬂ

keepingyourhome.ie

For homeowners

-

The global body for professional accountants ﬂ
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Personal Insolvency

Becoming a PIP
+ Open to accountants, solicitors, Barristers and QFA’s
* Regulated by insolvency service

The global body for professional accountants H

Personal Insolvency

Becoming a PIP

+ Application fee €1,500 Renewal €1,000
* Pl

+ Client money audit

+ Bookkeeping systems and IT systems

« All costs upfront

* 6 years of bookkeeping

* 10-15% of recoveries as fee (retail)

+ Upfront fee for “personal examinership”

The global body for professional accountants H
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Debt Management Agent
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Incidental exemption
» 20% of income for

APPLICATION FORL accountants and PIPs
AUTHORISATION AS A DEBT

MARAGEMENT FIRM

O Pt o I Camtn o Mkt 30 (Ac
Empiod) (Ihe “act™)

"
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Professional Bodies and
Insolvency

The global body for professional accountants g

Personal insolvency of member

Undischarged judgement debt

Notify ACCA

Very little precedent on ACCA action
Inability to pay is not an excuse

It is a disciplinary matter

CPA: liable to disciplinary action
CAI: liable to disciplinary action

The global body for professional accountants g
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Personal insolvency of member

PIA, DSA, arrangement with creditors

Notify ACCA, but

 “itis unlikely any further action will be taken,
and membership is unlikely to be affected by
this event taken in isolation.

» CPA: liable to disciplinary action
» CAI: liable to disciplinary action

The global body for professional accountants E

Personal insolvency of member

Bankruptcy

* Notify ACCA

Failure to notify: membership ceases

Make application to continued membership
Committee decide

CPA: automatic ejection
CAI: liable to disciplinary action

The global body for professional accountants E
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Personal insolvency of member

Bankruptcy: Application to A&L to continue
membership

- explained fully how your bankruptcy arose,

* including any mistakes you now see you made,

 what you have learned from this for conducting
your financial affairs in future; and

* you should also explain the benefits to you of
ACCA membership

The global body for professional accountants a

Personal insolvency of member

Bankruptcy

Committee decide based on:

 Background and circumstance

» Whether situation might be repeated

» Conduct and cooperation during bankruptcy
« Bankrupts appreciation of seriousness
 Reasons for remaining a member

* Past conduce

 Character and suitability

» References

The global body for professional accountants a
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Personal insolvency of member

Practicing Certificates

Committee may “withdraw, suspend or impose
conditions”

Not reckless, outside the practice

S183 of 1963 Act: bankrupt can not be an auditor
or director

UK: bankrupt may be an auditor

The global body for professional accountants ﬂ

Personal insolvency of member

Case Study 1 (real case)

Family gift which turned into a loan after a
divorce

Debt enforced (in vengeance)

Member bankrupted

ACCA allowed member continue membership
and UK audit registration

The global body for professional accountants ﬂ
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Personal insolvency of member

Case Study 2 (real case)

Personal guarantee given for business debts of
company external to practice

Allowed debts of company to grow to become
reckless

Personal guarantee called in

Member excluded.

The global body for professional accountants ﬂ

Personal insolvency of ACCA member

Conclusion — Arrangement with Creditors

Reasonable excuse and stick to arrangement: no
action

Break agreement: disciplinary action
Non-reporting: if caught then more serious
 Exclusion possible

The global body for professional accountants ﬂ
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Personal insolvency of ACCA member

Conclusion — Judgement debt
»  Two months to discharge: not an issue

Reasonable excuse : no action

» Break agreement: disciplinary action
* Non-reporting: if caught then more serious

 Exclusion possible

The global body for professional accountants ﬂ

Personal insolvency of ACCA member

Conclusion - Bankruptcy

Mad property investment - exclusion

Property investment that was reasonable at the
time it was made: continue membership and PC
(but not audit PC)

Non-reporting: automatic exclusion

The global body for professional accountants ﬂ
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Personal insolvency of member

Irish help line 01 4988907 aidan.clifford@accaglobal.com
Global help line 00 44 207 059 5920

The global body for professional accountants ﬁ

http://accaadvisor.blog.com/

C - scaatuns Hogoar

ACCA advisor

WML A

When (:l;anl,\' Ends Part 2

LATEST ENTRIES

Accounting for the merger of credst unions

The global body for professional accountants ﬁ
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CONTACT

aidan.clifford@accaglobal.com
01 4988907
www.accaglobal.com
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