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Capitalization Policy

Purpose

This accounting policy establishes the minimum cost (Capitalization amount) that shall be used to 
determine the capital assets that are to be recorded in Shakarganj Limited's books of accounts and 
financial statements.

Capital Assets Definition

A “ Capital Assets” is defined as a unit of property that: (1) has an economic useful life that extends 
beyond 12 months: and (2) was acquired or produced for a cost of Rs. 25,000 or more. Capital Assets 
must be capitalized and depreciated for bookkeeping (Financial Statement) purposes.

Capitalization thresholds

Shakarganj establishes Rs. 25,000 as the threshold amount for minimum capitalization. Any items 
costing below this amount should be expensed in Shakarganj's financial statements (or books).

Capitalization method and procedure

All Capital Assets are recorded at historical cost as of the date acquired.

Tangible assets costing below the aforementioned threshold amount are recorded as an expense for 
Shakarganj's financial statements or books of accounts. Alternatively, assets with an economic useful 
life of 12 months or less are required to be expensed for financial statement purpose, regardless of the 
acquisition or production cost. Furniture under employee's furniture scheme is capitalized immediately 
after acquisition. 

Recordkeeping

Invoice substantiating an acquisition cost of each unit of property shall be retained for a minimum of 
five years.

Taxation



Current

Provision of current tax is based on the taxable income for the year determined in accordance with the 
prevailing law for taxation of income. The charge for current tax is calculated using prevailing tax rates 
or tax rates expected to apply to the profit for the year if enacted. The charge for current tax also 
includes adjustments, where considered necessary, to provision for tax made in previous years arising 
from assessments framed during the year for such years.

Deferred 

Deferred tax is accounted for using the balance sheet liability method in respect of all temporary 
differences arising from differences between the carrying amount of assets and liabilities in the 
financial statements and the corresponding tax bases used in the computation of the taxable profit. 
However, the deferred tax is not accounted for if it arises from initial recognition of an asset or liability 
in a transaction other than a business combination that at the time of transaction neither affects 
accounting nor taxable profit or loss. Deferred tax liabilities are generally recognized for all taxable 
temporary differences and deferred tax assets are recognized to the extent that it is probable that 
taxable profits will be available against which the deductible temporary differences, unused tax losses 
and tax credits can be utilized.

The carrying amount of all deferred tax assets is reviewed at each balance sheet date and reduced to 
the extent that it is no longer probable that sufficient taxable profits will be available to allow all or part 
of the deferred tax assets to be utilized.

Deferred tax is calculated at the rates that are expected to apply to the period when the differences 
reverse based on tax rates that have been enacted or substantively enacted at the balance sheet 
date. In this regard, the effects on deferred taxation of the proportion of income that is subject to final 
tax regime are also considered in accordance with the treatment prescribed by the Institute of 
Chartered Accountants of Pakistan. Deferred tax is charged or credited in the profit and loss account, 
except in the case of items credited or charged to other comprehensive income or equity in which 
case it is included in other comprehensive income or equity.

Property, plant and equipment

Property, plant and equipment except freehold land, buildings on freehold land and plant and 
machinery are stated at cost less accumulated depreciation and identified impairment loss. Freehold 
land is stated at revalued amount carried out by independent valuers by reference to its current market 
price less any identified impairment loss. Buildings and plant and machinery are stated at revalued 
amount carried out by independent valuers by reference to its current market price less accumulated 
depreciation and identified impairment loss. Any accumulated depreciation at the date of revaluation is 
eliminated against the gross carrying amount of the buildings and plant and machinery, and the net 
amount is restated to the revalued amount of the buildings and plant and machinery. Property, plant 
and equipment acquired under finance lease are capitalized at the lease's commencement at the 
lower of the present value of minimum lease payments under the lease arrangements and the fair 
value of the leased asset. 

Increases in the carrying amount arising on revaluation of property, plant and equipment are credited 
to surplus on revaluation of property, plant and equipment. Decreases that offset previous increases of 
the same assets are charged against this surplus, all other decreases are charged to income. Each 
year the difference between depreciation based on the revalued carrying amount of the asset charged 
to the profit and loss, and depreciation based on the asset’s original cost is transferred from ‘surplus 



on revaluation of property, plant and equipment’ to ‘equity’. All transfers to / from surplus on 
revaluation of property, plant and equipment are net of applicable deferred income tax.

Depreciation on all property, plant and equipment, except land is charged to profit on the reducing 
balance method so as to write off the cost of an asset over its estimated useful life at the annual rates 
after taking into account the impact of their residual values, if considered significant.

Depreciation on additions to property, plant and equipment is charged from the month in which the 
asset is acquired or capitalized, while no depreciation is charged for the month in which the asset is 
disposed off.

Subsequent costs are included in the asset's carrying amount or recognized as a separate asset, as 
appropriate, only when it is probable that future economic benefits associated with the item will flow to 
the Company and the cost of the item can be measured reliably. All other repair and maintenance 
costs are charged to income during the period in which they are incurred. 

The gain or loss on disposal or retirement of an asset represented by the difference between the sale 
proceeds and the carrying amount of the asset is recognized as an income or expense. 

Capital work-in-progress is stated at cost less identified impairment loss, if any. It consists of all 
expenditures and advances connected with specific assets incurred and made during installations and 
construction period. These are transferred to relevant property, plant and equipment as and when 
assets are available for use.

The Company assesses at each balance sheet date whether there is any indication that property, 
plant and equipment may be impaired. If such indication exists, the carrying amount of such assets 
are reviewed to assess whether they are recorded in excess of their recoverable amount. Where 
carrying values exceed the respective recoverable amount, assets are written down to their 
recoverable amounts and the resulting impairment is recognized in income currently. The recoverable 
amount is the higher of an asset's fair value less cost to sell and value in use. Where an impairment 
loss is recognized, the depreciation charge is adjusted in the future periods to allocate the asset's 
revised carrying amount over its estimated useful life.

Intangible assets

Intangible assets represent the cost of computer software and licenses acquired and are stated at cost 
less accumulated amortization and any identified impairment loss.

Amortization is charged to income on the straight line basis so as to write off the cost of an asset over 
its estimated useful life. Amortization on additions is charged from the month in which an asset is 
acquired or capitalized while no amortization is charged for the month in which the asset is disposed 
off. Amortization is being charged at annual rates.

The Company assesses at each balance sheet date whether there is any indication that intangible 
assets may be impaired. If such indication exists, the carrying amount of such assets are reviewed to 
assess whether they are recorded in excess of their recoverable amounts. Where carrying values 
exceed the respective recoverable amount, assets are written down to their recoverable amounts and 
the resulting impairment is recognized in income currently. The recoverable amount is the higher of an 
asset's fair value less cost to sell and value in use. Where an impairment loss is recognized, the 
amortization charge is adjusted in the future periods to allocate the asset's revised carrying amount 



over its estimated useful life.

Biological assets 

Biological assets comprise of standing crops and livestock. These are stated at fair value less 
estimated point-of-sale costs, with any resultant gain or loss recognized in the profit and loss account. 
The fair value of standing crops is based on the support price fixed by the Government and other 
factors such as estimated crop yield and area under cultivation. The fair value of livestock is estimated 
on the basis of market prices of livestock of similar age, breed and genetic merit. Point-of-sale costs 
include all costs that are necessary to sell the assets, excluding costs necessary to get the assets to 
the market.

Leases

The Company is the lessee:

Finance leases

Leases where the Company has substantially all the risks and rewards of ownership are classified as 
finance leases. Assets subject to finance lease are initially recognized at lower of present value of 
minimum lease payments under the lease arrangements and the fair value of assets. Subsequently 
these assets are stated at cost less accumulated depreciation and any identified impairment loss.

Each lease payment is allocated between the liability and finance cost so as to achieve a constant rate 
on the balance outstanding. The interest element of the rental is charged to profit and loss account 
over the lease term. 

The related rental obligations, net of finance cost, are included in liabilities against assets subject to 
finance lease. The liabilities are classified as current and non-current depending upon the timing of the 
payment. 

Operating leases

Leases where a significant portion of the risks and rewards of ownership are retained by the lessor are 
classified as operating leases. Payments made under operating leases (net of any incentives received 
from the lessor) are charged to profit and loss account on a straight-line basis over the lease term.

Investments

Held to maturity

Investments with fixed maturity that the management has the intent and ability to hold to maturity are 
classified as held to maturity and are initially measured at cost and at subsequent reporting dates 
measured at amortized cost using the effective yield method. 



Available for sale 

Investments, including investments in associated undertakings where the Company does not have 
significant influence, that are intended to be held for an indefinite period or may be sold in response to 
a need for liquidity, are classified as available for sale. Investments classified as available for sale are 
initially measured at cost, being the fair value of consideration given. At subsequent reporting dates, 
these investments are remeasured at fair value, unless fair value cannot be reliably measured. 
Unrealized gains and losses arising from changes in the fair value are included in comprehensive 
income in the period in which they arise and accumulated in fair value reserve. At the time of disposal, 
the accumulated surplus or deficit in the fair value reserve is re-classified to profit and loss account. 

Investments intended to be held for less than twelve months from the balance sheet date or to be sold 
to raise operating capital, are included in current assets, all other investments are classified as non-
current. Management determines the appropriate classification of its investments at the time of the 
purchase and re-evaluates such designation on a regular basis.

Held for trading

Investments that are acquired principally for the purpose of generating a profit from short term 
fluctuations in price are classified as trading investments and included in current assets. These are 
initially measured at cost and at subsequent reporting dates, these investments are remeasured at fair 
value. Realized and unrealized gains and losses arising from changes in fair value are included in net 
profit or loss for the period in which they arise.

The fair value of publicly traded securities is based on market prices quoted on the stock exchange at 
the balance sheet date. The investments for which a quoted market price is not available, are 
measured at cost as it is not practical to apply any other valuation methodology. 

All purchases and sales of investments are recognized on the trade date which is the date that the 
Company commits to purchase or sell the investment. Transaction costs are charged to profit and 
loss.

At each balance sheet date, the Company reviews the carrying amounts of the investments to assess 
whether there is any indication that such investments have suffered an impairment loss. If any such 
indication exists, the recoverable amount is estimated in order to determine the extent of the 
impairment loss, if any. Impairment losses are recognized as expense. In respect of 'available for sale' 
financial assets, cumulative impairment loss less any impairment loss on that financial asset 
previously recognized in profit and loss account, is removed from equity and recognized in the profit 
and loss account. Impairment losses recognized in the profit and loss account on equity instruments 
are not reversed through the profit and loss account.

Investments in associates

Associates are the entities over which the Company has significant influence but not control, generally 
represented by a shareholding of between 20% and 50% of the voting right. Investments in associates 
are accounted for using the equity method of accounting. Under the equity method, the investment is 
initially recognized at cost, and the carrying amount is increased or decreased to recognize the 
company's share of the profit or loss of the associate after the date of acquisition. The company's 
investment in associates includes goodwill identified on acquisition. 



If the ownership interest in an associate is reduced but significant influence is retained, only a 
proportionate share of the amounts previously recognized in other comprehensive income is 
reclassified to profit or loss where appropriate.

The Company's share of its associates post acquisition profits or losses is recognized in the profit and 
loss account and its share in post acquisition movements in the other comprehensive income is 
recognized in other comprehensive income with a corresponding adjustment to the carrying amount of 
the investment. When the Company's share of losses in associates equals or exceeds its interest in 
the associate including any other unsecured receivables, the Company does not recognize further 
losses, unless it has incurred legal or constructive obligations or made payments on behalf of the 
associates. Gain on transactions between the Company and its associates are eliminated to the extent 
of the Company's interest in the associate. 

Associates, which the Company intends to dispose off within twelve months of the balance sheet date 
are not accounted for under the equity method and are shown under non-current assets held for sale 
at the lower of carrying and fair value.

Dilution gains and losses arising in investments in associates are recognized in the profit and loss 
account. 

At each balance sheet date, the Company reviews the carrying amounts of its investments in 
associates to assess whether there is any indication that such investments have suffered an 
impairment loss. If any such indication exists, the recoverable amount is estimated using the 
discounted cash flow methodology, in order to determine the extent of the impairment loss, if any. 
Impairment losses are recognized as expense.

Stores, spare parts and loose tools

Usable stores, spare parts and loose tools are valued principally at moving average cost, while items 
considered obsolete are carried at nil value. Items in transit are valued at cost comprising invoice 
value plus other charges paid thereon up-to the balance sheet date. Provision is made in the financial 
statements for obsolete and slow moving stores and spares based on management's estimate as a 
result of changes in usage pattern and physical form.



Stock-in-trade

Stock of raw materials, work-in-process and finished goods, except for those in transit are valued 
principally at the lower of weighted average cost and net realizable value. Cost of work-in-process and 
finished goods comprises cost of direct materials, labour and appropriate manufacturing overheads. 
Cost of own produced molasses, a by product, is determined on the basis of monthly average cost of 
molasses purchased from third parties. Cost of stillage, a by product of the Effluent Treatment Plant, 
used in the generation of electricity by the Power division is valued at Nil as it does not have any 
market value.

Materials in transit are stated at cost comprising invoice values plus other charges paid thereon up to 
the balance sheet date.

Net realizable value signifies the estimated selling price in the ordinary course of business less 
estimated costs of completion and estimated costs necessary to be incurred in order to make a sale. 
Provision is made in the financial statements for obsolete and slow moving stock in trade based on 
management's estimate.

Financial assets and liabilities

Financial assets and  financial liabilities are recognized at the time when the Company becomes a 
party to the contractual provisions of the instrument and de-recognized when the Company loses 
control of contractual rights that comprise the financial assets and in the case of financial liability when 
the obligation specified in the contract is discharged, cancelled or expired. Any gain or loss on 
derecognition of financial assets and financial liabilities is included in the profit and loss account for the 
year. All financial assets and liabilities are initially measured at cost, which is the fair value of 
consideration given and received respectively. These financial assets and liabilities are subsequently 
measured at fair value or cost as the case may be. The particular measurement methods adopted are 
disclosed in the individual policy statements associated with each item.

Financial assets include available for sale investments, trade debts, loans, advances, deposits and 
other receivables and cash and bank balances.

Financial liabilities include long term finances, short term borrowings, accrued finance cost and trade 
and other payables.

Off-setting of financial assets and liabilities

Financial assets and liabilities are offset and the net amount is reported in the financial statements 
only when there is a legally enforceable right to set off the recognized amount and the Company 
intends either to settle on a net basis or to realize the assets and to settle the liabilities simultaneously.

Trade debts

Trade debts and other receivables are recognized initially at invoice value, which approximates fair 
value, and subsequently measured at amortized cost using the effective interest method, less 
provision for impairment. A provision for impairment of trade debts and other receivables is 



established when there is an objective evidence that the Company will not be able to collect all the 
amount due according to the original terms of the receivable. Significant financial difficulties of the 
debtors, probability that the debtor will enter bankruptcy or financial reorganization, and default or 
delinquency in payments are considered as indicators that the trade debt is impaired. The provision is 
recognized in the profit and loss account. When a trade debt is uncollectible, it is written off against the 
provision. Subsequent recoveries of amounts previously written off are credited to the profit and loss 
account.

Cash and cash equivalents

Cash and cash equivalents are carried in the balance sheet at cost. For the purpose of cash flow 
statement, cash and cash equivalents comprise cash in hand, demand deposits, other short term 
highly liquid investments that are readily convertible to known amounts of cash and which are subject 
to an insignificant risk of change in value.

Non-current assets held for sale

Non-current assets are classified as assets held for sale and stated at the lower of carrying amount 
and fair value less costs to sell if their carrying value is to be recovered principally through a sale 
transaction within one year of the date of balance sheet rather than through continuing use.

Borrowings

Borrowings are recorded at the proceeds received. In subsequent periods, borrowings are stated at 
amortized cost using the effective yield method. Preference shares, which are redeemable on a 
specific date at the option of the holder, are classified as liabilities. The dividend on these preference 
shares is recognized in the profit and loss account as finance cost. Preference shares are classified as 
equity to the extent there is conclusive evidence that these will not result in an outflow of another 
financial asset or exchange of financial assets or liabilities under conditions that are potentially 
unfavorable to the company.

Finance costs are accounted for on an accrual basis and are included in accrued finance cost to the 
extent of the amount remaining unpaid.

Trade and other payables

Trade and other payables are obligations to pay for goods and services that have been acquired in the 
ordinary course of business from suppliers. Account payables are classified as current liabilities if 
amount is due within one year or less (or in the normal operating cycle of the business if longer). If not, 
they are presented as non-current liabilities.

Trade and other payables are recognized initially at fair value and subsequently measured at 
amortized cost using the effective interest method. Exchange gains and losses arising on translation in 
respect of liabilities in foreign currency are added to the carrying amount of the respective liabilities.

Provisions are recognized when the company has a present legal or constructive obligation as a result 
of past events, it is probable, will result in an outflow of resources embodying economic benefits, to 
settle the obligation and a reliable estimate of the amount can be made. Provisions are reviewed at 
year end and adjusted to reflect the current best estimate.



Deferred income

Deferred income represents excess of sale proceeds in relation to the carrying amount of the asset 
acquired under sale and lease back arrangement. Deferred income is amortized on a straight line 
basis over the period of lease term.

Derivative financial instruments

These are initially recorded at cost on the date a derivative contract is entered into and are 
remeasured to fair value at subsequent reporting dates. The method of recognizing the resulting gain 
or loss depends on whether the derivative is designated as a hedging instrument, and if so, the nature 
of the item being hedged. The Company designates certain derivatives as cash flow hedges.

The Company documents at the inception of the transaction the relationship between the hedging 
instruments and hedged items, as well as its risk management objective and strategy for undertaking 
various hedge transactions. The Company also documents its assessment, both at hedge inception 
and on an ongoing basis, of whether the derivatives that are used in hedging transactions are highly 
effective in offsetting changes in cash flow of hedged items.

The effective portion of changes in the fair value of derivatives that are designated and qualify as cash 
flow hedges is recognized in other comprehensive income. The gain or loss relating to the ineffective 
portion is recognized immediately in the profit and loss account within 'other operating 
income/expenses'.

Amounts accumulated in equity are recycled in the profit and loss account in the periods when the 
hedged item affects profit or loss. The gain or loss relating to the effective portion of interest rate 
swaps hedging variable rate borrowings is recognized in the profit and loss account within 'finance 
costs'. The gain or loss relating to the ineffective portion is recognized in the profit and loss account 
within 'other operating income/expenses'.

Foreign currency transactions and translation

Functional and presentation currency

Items included in the financial statements of the Company are measured using the currency of the 
primary economic environment in which the Company operates (the functional currency). The financial 
statements are presented in Pak Rupees, which is the Company’s functional and presentation 
currency.

Transactions and balances

All monetary assets and liabilities in foreign currencies are translated into Pak Rupees using the 
exchange rate at the balance sheet date. Exchange gains and losses resulting from the settlement of 
such transactions and from the translations at the year end exchange rates of monetary assets and 
liabilities denominated in foreign currencies are recognized in profit and loss account. Non-monetary 
assets and liabilities denominated in foreign currency that are measured in terms of historical cost are 
translated using the exchange rates as at the dates of the initial transactions. Non-monetary assets 
and liabilities denominated in foreign currency that are measured at fair value are translated using the 
exchange rates at the date when the fair value was determined. Figures are rounded to nearest 
thousand.



Borrowing costs

General and specific borrowing costs directly attributable to the acquisition, construction or production 
of qualifying assets, which are assets that necessarily take a substantial period of time to get ready for 
their intended use or sale, are added to the cost of those assets, until such time as the assets are 
substantially ready for their intended use or sale. All other borrowing costs are recognized in profit and 
loss account in the period in which they are incurred.

Contingent liabilities

A contingent liability is disclosed when: 

 there is a possible obligation that arises from past events and whose existence will be 
confirmed only by the occurrence or non-occurrence of one or more uncertain future events not 
wholly within the control of the Company; or

 there is present obligation that arises from past events but it is not probable that an outflow of 
resources embodying economic benefits will be required to settle the obligation or the amount 
of the obligation cannot be measured with sufficient reliability.

Revenue recognition

Revenue represents the fair value of the consideration received or receivable for goods sold, net of 
discounts and sales tax. Revenue is recognized when it is probable that the economic benefits 
associated with the transaction will flow to the Company and the amount of revenue, and the 
associated cost incurred, or to be incurred, can be measured reliably and there is no continuing 
management involvement with the goods.

 Revenue from sale of goods is recognized when the significant risk and rewards of ownership 
of the goods are transferred to the buyer.

 Revenue from sale of electricity is recognized on transmission of electricity.
 Dividend income and entitlement of bonus shares on equity investments are recognized as 

income when the right of receipt is established. 
 Return on deposits is accrued on a time proportion basis by reference to the principal 

outstanding and the applicable rate of return.

Segment reporting

Operating segments are reported in a manner consistent with the internal reporting provided to the 
chief operating decision maker. The chief operating decision maker, who is responsible for allocating 
resources and assessing performance of the operating segments, has been identified as the Board of 
Directors of the Company that makes strategic decisions.



Dividends and appropriations to general reserve

Dividends and appropriations to general reserves are recognized in the financial statements in the 
period in which these are approved.

Employees' retirement benefits

Defined benefit plans

The main feature of the schemes operated by the Company for its employees of sugar and allied 
divisions are as follows:

All permanent employees who are in the management cadre of the company participate in an 
approved funded defined benefit pension plan. In addition, there is an approved funded defined benefit 
gratuity scheme for all permanent employees, who are in the management cadre of the company 
subject to a minimum qualifying period of service according to the terms of employment. Monthly 
contributions are made to these funds on the basis of actuarial recommendation at the rate of  20% 
per annum of basic salary for pension and 8.33% per annum of basic salary for gratuity. Actuarial 
valuation using projected unit credit method for the schemes was carried out close of year.

Actuarial gains and losses rising from experience adjustments and changes in actuarial assumptions 
are charged to equity through other comprehensive income in the year in which they arise. Past 
service costs are recognized immediately in the profit and loss account. When actuarial valuation 
results in a potential asset for the Company, the recognized asset is limited to the present value of 
economic benefits available in the form of refunds from the plan or reductions in future contributions to 
the plan.

Defined contribution plan

There is an approved defined contribution provident fund for all employees. Equal monthly 
contributions are made by the employer and the employee to the fund in accordance with the fund 
rules. Interest is payable to the fund on the balances utilized @ 7-8% per annum, which is charged to 
profit and loss account.

Retirement benefits are payable to staff on completion of prescribed qualifying period of service under 
these schemes.

Standards, interpretations and amendments to published approved International Financial 
Reporting Standards that are not yet effective

The Companies Act, 2017 applicable for financial year beginning on or after 01 July 2017 requires 
certain additional disclosures and Section 235 of the repealed Companies Ordinance, 1984 relating to 
treatment of surplus arising out of revaluation of assets has not been carried forward in the 
Companies Act, 2017.  This would require change in accounting policy relating to surplus on 
revaluation of fixed assets to bring it in line with the requirements of IAS 16 – Property, plant and 
equipment. 



The following standards, amendments and interpretations of approved accounting standards will be 
effective for accounting periods beginning on or after 01 July 2017:

 Amendments to IAS 12 ‘Income Taxes’ are effective for annual periods beginning on or after 01 
January 2017. The amendments clarify that the existence of a deductible temporary difference 
depends solely on a comparison of the carrying amount of an asset and its tax base at the end 
of the reporting period, and is not affected by possible future changes in the carrying amount or 
expected manner of recovery of the asset. The amendments further clarify that when 
calculating deferred tax asset in respect of insufficient taxable temporary differences, the future 
taxable profit excludes tax deductions resulting from the reversal of those deductible temporary 
differences.

 Amendments to IAS 7 ‘Statement of Cash Flows’ are part of IASB’s broader disclosure 
initiative and are effective for annual periods beginning on or after 01 January 2017. The 
amendments require disclosures that enable users of financial statements to evaluate changes 
in liabilities arising from financing activities, including both changes arising from cash flow and 
non-cash changes. 

 Amendments to IFRS 2 - Share-based Payment clarify the accounting for certain types of 
arrangements and are effective for annual periods beginning on or after 01 January 2018. The 
amendments cover three accounting areas (a) measurement of cash-settled share-based 
payments; (b) classification of share-based payments settled net of tax withholdings; and (c) 
accounting for a modification of a share-based payment from cash-settled to equity-settled. 
The new requirements could affect the classification and/or measurement of these 
arrangements and potentially the timing and amount of expense recognized for new and 
outstanding awards.

 Transfers of Investment Property (Amendments to IAS 40 ‘Investment Property’  -effective for 
annual periods beginning on or after 01 January 2018) clarifies that an entity shall transfer a 
property to, or from, investment property when, and only when there is a change in use. A 
change in use occurs when the property meets, or ceases to meet, the definition of investment 
property and there is evidence of the change in use. In isolation, a change in management's 
intentions for the use of a property does not provide evidence of a change in use.

Annual improvements to IFRS standards 2014-2016 cycle (amendments are effective for annual 
periods beginning on or after 01 January 2017). The new cycle of improvements contain amendments 
to the following standards:

 Amendments to IFRS 12 ‘Disclosure of Interests in Other Entities’ (effective for annual periods 
beginning on or after 01 January 2017) clarify that the requirements of IFRS 12 apply to an 
entity’s interests that are classified as held for sale or discontinued operations in accordance 
with IFRS 5 – ‘Non-current Assets Held for Sale and Discontinued Operations’.

 Amendments to IAS 28 ‘Investments in Associates and Joint Ventures’ (effective for annual 
periods beginning on or after 01 January 2018) clarifies that a venture capital organization and 
other similar entities may elect to measure investments in associates and joint ventures at fair 
value through profit or loss, for each associate or joint venture separately at the time of initial 
recognition of investment. Furthermore, similar election is available to non-investment entity 
that has an interest in an associate or joint venture that is an investment entity, when applying 
the equity method, to retain the fair value measurement applied by that investment entity 
associate or joint venture to the investment entity associate's or joint venture's interests in 
subsidiaries. This election is made separately for each investment entity associate or joint 
venture.



 IFRIC 22 ‘Foreign Currency Transactions and Advance Consideration’ (effective for annual 
periods beginning on or after 01 January 2018) clarifies which date should be used for 
translation when a foreign currency transaction involves payment or receipt in advance of the 
item it relates to. The related item is translated using the exchange rate on the date the 
advance foreign currency is received or paid and the prepayment or deferred income is 
recognized. The date of the transaction for the purpose of determining the exchange rate to 
use on initial recognition of the related asset, expense or income (or part of it) would remain 
the date on which receipt of payment from advance consideration was recognized. If there are 
multiple payments or receipts in advance, the entity shall determine a date of the transaction 
for each payment or receipt of advance consideration.

 IFRIC 23 ‘Uncertainty over Income Tax Treatments’ (effective for annual periods beginning on 
or after 01 January 2019) clarifies the accounting for income tax when there is uncertainty over 
income tax treatments under IAS 12. The interpretation requires the uncertainty over tax 
treatment be reflected in the measurement of current and deferred tax.


