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79. An entity shall apply this Standard for annual financial
statements covering periods beginning on or after January 1,
2017. Earlier application is encouraged. If an entity applies
this Standard for a period beginning before January 1, 2017,
it shall disclose that fact and apply IPSAS 34, Separate
Financial Statements, IPSAS 36, IPSAS 37, and IPSAS 38 at

the same time.
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Paragraphs 11, 12 and 13 were deleted and paragraph 8 was
amended by The Applicability of IPSASs, issued in April 2016.
An entity shall apply those amendments for annual financial
statements covering periods beginning on or after January 1,
2018. Earlier application is encouraged. If an entity applies the
amendments for a period beginning before January 1, 2018, it

shall disclose that fact.
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79B.

Paragraph 6 was amended by IPSAS 39, Employee Benefits,
issued in July 2016. An entity shall apply that amendment for
annual financial statements covering periods beginning on or
after January 1, 2018. Earlier application is encouraged. If an
entity applies the amendment for a period beginning before
January 1, 2018 it shall disclose that fact and apply IPSAS 39
at the same time.
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79C.

Paragraphs 4, 40, 56, 57 and 63 were amended by IPSAS 40,
Public Sector Combinations, issued in January 2017. An entity
shall
statements covering periods beginning on or after January 1,

apply these amendments for annual financial
2019. Earlier application is encouraged. If an entity applies the
amendments for a period beginning before January 1, 2019 it

shall disclose that fact and apply IPSAS 40 at the same time.
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79D. Paragraph 52 was amended and paragraph 55A added by

IPSAS 40, Public Sector Combinations, issued in January
2017. An entity shall apply these amendments prospectively
for annual financial statements covering periods beginning on
or after a date to be determined by the IPSASB. Earlier
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ol=ll
application is permitted. If an entity applies the amendments
earlier, it shall disclose that fact and, if it has not already done

so, apply IPSAS 40 at the same time.
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79E. Paragraphs 22, 45, 52, 55A, 56, 58 and AG105 were amended
by IPSAS 41, issued in August 2018. An entity shall apply these
amendments for annual financial statements covering
periods beginning on or after January 1, 2023. Earlier
application is encouraged. If an entity applies the
amendments for a period beginning before January 1, 2023 it

shall disclose that fact and apply IPSAS 41 at the same time.
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81. This Standard is issued concurrently with IPSAS 34 Together,
the two Standards supersede IPSAS 6 (December 2006) IPSAS
6 remains applicable until IPSAS 34 and IPSAS 35 are applied

or become effective, whichever is earlier
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Example 5

A gaming control board (GCB) is a government agency that
regulates casinos and other types of gaming in a state, and
enforces state gaming legislation. The GCB is responsible for
promulgating rules and regulations that govern the conduct of
gaming activities in the state. The rules and regulations stem from
legislation. The legislation was passed by the legislature and sets
forth the broad policy of the state with regard to gaming; while the
rules and regulations provide detailed requirements that must be

satisfied by a gaming establishment, its owners, employees, and

5 Jlio
Aunqgil dioll qo Jlall 13 Loan

aupell dsloall diy diocllo sl JUol lam Lodo
Gyogoull
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vendors. The rules and regulations cover a broad range of activity,
including licensing, accounting systems, rules of casino games,
and auditing.

The GCB also has authority to grant or deny licenses to gaming
establishments, their ownership, employees, and vendors. In order
to obtain a license, an applicant must demonstrate that they
possess good character, honesty and integrity. License application
forms typically require detailed personal information. Based upon
the type of license being sought, an applicant may also be required
to disclose details regarding previous business relationships,
employment history, criminal records, and financial stability.
Although the rules and regulations have an impact on how gaming
establishments operate, the GCB does not have power over the
relevant activities (as defined in this Standard) of the gaming
establishments. The regulations apply to all gaming
establishments and each establishment has a choice as to whether
it wishes to engage in gaming or not. The purpose of the gaming
legislation and regulations is to protect the public, rather than to

establish a controlling interest in the gaming establishments.
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Objective

Loagll

1. The objective of this Standard is to establish principles
for the presentation and preparation of consolidated

financial statements when an entity controls one or

dlaclg ol teolo 2og ] Jusoll 13m woagy ]
Gl dgall thuwi boaie 8a0gall ddlall aflgall
Il cilgall o 4l gf 8a0lg

more other entities.

Ju=all lam glo 1 6paall (6 Jjlgl Loagll Guiail .2
shuud il (8ybyuall dgall) dgall go Ll i
Cilgall) ol wilgall ¢o )J.ﬁ' gl 61olg Lle
q 6a0gall @dlall aflgall oye (lgde hyuall
ojliicl oybyull 329yq oyhpull Tao Loy

9 0gill Guluwl
151 lo 201 sphyull a0 Guhi @15 223y .2
oty Gl (s8] dga ey dgall eiils

2. To meet the objective in paragraph 1, this Standard:

a. Requires an entity (the controlling entity) that
controls one or more other entities (controlled
entities) to present consolidated financial

statements;

b. Defines the principle of control, and establishes
control as the basis for consolidation;

c. Sets out how to apply the principle of control to

identify whether an entity controls another entity | dlloll lgoilgs 0 dgall odm 2jai UT lgule 4
and therefore must consolidate that entity; g '620g0ll

d. Sets out the accounting requirements for the | @jlgall slacl duwlball wldbicll aobgr 2
preparation of consolidated financial statements; q 620g0ll alloll

ogl clidiwl 120y dyladiwdl dgall Wiy @
&yjlodiw Il dgall lgye phyuio diyeo ilgo

and
e. Defines an investment entity and sets out an

exception to consolidating particular controlled

entities of an investment entityi
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3. An entity that prepares and presents financial | duloJl ilgdll (Pyeig =i il dgall Gl wuny 3
statements under the accrual basis of accounting shall | 1as @uhi UT wiwbholl @léaiwdl UJJLuJT L1Dg0y
apply this Standard in the preparation and presentation | 620gall dylall allgall dpeg olac] o jl=oll il
of consolidated financial statements for the economic Alnis il agall
entity.
Public Sector Combinations ol clhsll (o6 Ollasell 21047
4. This Standard does not deal with the accounting | 2u00i duwlboll wllhioll jueall 12m Joliy U .4
requirements for public sector combinations and their | oJlgall aungi le La)}ucbg ol clbsll 6 wllasll
effect on consolidation, including goodwill arising on a | clilac 210ai e dailill 6pguiull ¢lls 0 Loy .dayloll 4
public sector combination (see IPSAS 40, Public Sector | ploll clbhéll duwlaoll jueo }in) ol clbsll (6
Combinations). ol clbd]] (06 Cililaz)] grani 40
Presentation of Consolidated Financial Statements 620qoll duloll allgall oy
5. An entity that is a controlling entity shall present | .620g0 dullo ailgd dpbuwoll dgall (Pyei UTu:u 5
consolidated financial statements. This Standard applies UT lac Lowd wolgall 2100 Gle jueoll 1aa Gibi
to all entities, except that a controlling entity need not | dllo wilgs By Sl alind U 6phuuall dgall
present consolidated financial statements if it meets all 4l bopudl 2100 (Hgiw LS 15] 830g0
the following conditions: blwﬁg lgile phuuo dga Lgild 20 0 dgall 1
a. It is itself a controlled entity and the information | J5 o Wlogleoll o0 o2 luwall Wilbblisl N
needs of users are met by its controlling entity's | (09 Opbuuall dgall 6a0gall dullall ailgsll
consolidated financial statements, and, in the case | J4uiy d4gloo lgilc thywall dgall cuils Jb
of a partially owned controlled entity, all its other | U5 (6 Loy .« Tl eilall 2109 ol WP
owners, including those not otherwise entitled to | ol oac e ugnill ag) @oy U cuadl iloll
vote, have been informed about, and do not object | (S 1lg 63090 dllo oflgs Oy dgall
g 12y Lle plyicl sl il
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to, the entity not presenting consolidated financial

statements;

b. Its debt or equity instruments are not traded in a
public market (a domestic or foreign stock
exchange or an over-the-counter market, including
local and regional markets);

c. It did not file, nor is it in the process of filing, its
financial statements with a securities commission
or other regulatory organization for the purpose of
issuing any class of instruments in a public market;
and

d. Its ultimate or any intermediate controlling entity
produces financial statements that are available for
public use and comply with International Public
Sector Accounting Standards (IPSASs), in which
controlled entities are consolidated or are

measured at fair value through surplus or deficit in

accordance with this Standard.

aolall adloll Ggao gf guall wigaf Jglad U .

ayial of aylao agul Gguw) ple Ggw 0 Loy
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g ol2)l Ggull 6 daylall
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low 253 ololl glhsll duulaall jyloay
dolell douall yulad of Lgule phuwall Cilgall
Jusall lag) leg jasll of aflall JUb go
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This Standard does not apply to post-employment
benefit plans or other long- term employee benefit plans

to which IPSAS 39, Employee Benefits applies.

dlgi 22y o golio aolp Gl jleoll 122 Gubiy U .6

<3l Jodl dlgb grabgall 26lio aoly gl doaall
39 ploll elhall duwbholl jleo Lgde @by il
u6Bgall 2olio

A controlling entity that is an investment entity shall not
present consolidated financial statements if it is

required, in accordance with paragraph 56 of this

U_T dyjlofiwl dga ,» il ool dgall jgay I
l86q Lgio culhiy gl 13] 63090 dullo oflgd (Opei
Gilgall e gusi of Jueall 138 go 56 sjaall
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Standard, to measure all of its controlled entities at fair

value through surplus or deficit.
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josll

(U/ psi) paall

A controlled entity is not excluded from consolidation
because its activities are dissimilar to those of the other
entities within the economic entity, for example, the
consolidation of commercial public sector entities with
entities in the budget sector Relevant information is
provided by consolidating such controlled entities and
disclosing additional information in the consolidated
financial statements about the different activities of
controlled entities. For example, the disclosures
required by IPSAS 18, Segment Reporting, help to
explain the significance of different activities within the

economicentity.
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9. The exemption from preparing consolidated financial | 0 629g0 dllo ailgd slac| o clocl Gibiy U .9

statements in paragraph 5 does not apply where the
information needs of a controlled entity’s users would
not be met by the consolidated financial statements of
its controlling entity. For example, consolidated
financial statements at a whole-of-government level

may not meet the information needs of users in respect

agall 52090l allall ailgall o7 U Loaic 5 dpaall
sbuwall dgall (03aLwo bbbl sihyuwall
07 U a8 Jliall Juw Gle cilogleall go lgie
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of key sectors or activities of a government. In many
jurisdictions there are legislated financial reporting
requirements intended to address the information

needs of such users.

Sl goil) aypas wllhio Jgall go ayasll
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10. An entity may be required, (for example, by legislation,
or by external users) to prepare aggregated financial
statements which are for a different economic entity

than that required by this Standard. Although such

Gub ge Jiall Juw (o) dgall o wulbiy 28 .10
olac| (owojld  oaaiuo dbuwulg) gT sypuill
dolite d4oloisl dgy (pad deano dllo ollgd
ol go pell Gle jueall 13m lgdhiy Ul elli ge

financial statements fall outside the scope of this | Ug jl=oll Ia® Glbi o)bb 287 dllall pilgéll 0o A

Standard and would not comply with the requirements | 4.0y ail6 Jl=oll 13 6 63jlg)l llbially ojily

in this Standard, an entity could use the guidance in this | ju=all 13® 06 63)lg)l Clalyy Ul 0230w UT dagol

Standard in the preparation of such aggregated 42020l dlloll 0ilgéll 02 slac| (6

financial statements.
Government Business Enterprises dwogsall Jloe il glhs cilinio
11. [Deleted]. [cu639] 11 il
12. [Deleted]. [c1635] 12 1
13. [Deleted]. [c1635] 13 1
Definitions Cilayyoi
14. The following terms are used in this Standard with the | (i2oll jh=all 133 6 aJlill Oblboell padiwg 14

meanings specified: lgio J5 b 19530l

Benefits are the advantages an entity obtains from its | J5 o dgall lgyle Jooi Ul Uljoll & goliall

involvement with other entities. Benefits may be | p¢ gT alo poliall yg4i 26q .6pT Cilg Llgblgjl A

financial or non-financial. The actualimed of an entity's
involvement with another entity can have positive or

negative aspects.
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Binding arrangement:

For the purposes of this

Standard, a binding arrangement is an arrangement
that confers enforceable rights and obligations on the
parties to it as if it were in the form of a contract. It
includes rights from contracts or other legal rights.

Consolidated financial statements are the financial

statements of an economic entity in which the assets,
liabilities, net assets/equity, revenue, expenses and
cash flows of the controlling entity and its controlled
entities are presented as those of a single economic
entity.

Control: An entity controls another entity when the
entity is exposed, or has rights, to variable benefits from
its involvement with the other entity and has the ability
to affect the nature or amount of those benefits through
its power over the other entity.

A controlled entity is an entity that is controlled by
another entity.

A controlling entity is an entity that controls one or more
entities.

A decision-maker is an entity with decision-making
rights that is either a principal or an agent for other
parties.

An economic entity is a controlling entity and its
controlled entities.
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a. Obtains funds from one or more investors for the

purpose of providing those investor(s) with
investment management services;

b. Has the purpose of investing funds solely for returns
from capital appreciation, investment revenue, or
both; and

c. Measures and evaluates the performance of
substantially all of its investments on a fair value
basis.

Anon-controlling interest is the net assets/equity in a

controlled entity not attributable, directly or indirectly,
to a controlling entity.

Power consists of existing rights that give the current
ability to direct the relevant activities of another entity.
Protective rights are rights designed to protect the
interest of the party holding those rights without giving
that party power over the entity to which those rights
relate.

Relevant activities: For the purpose of this Standard,

relevant activities are activities of the potentially
controlled entity that significantly affect the nature or
amount of the benefits that an entity receives from it's

involvement with that other entity.

An investment entity is an entity that:
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Removal rights are rights to deprive the decision maker

of its decision- making authority.

Terms defined in other IPSASs are used in this Standard
with the same meaning as in those Standards, and are
reproduced in the Glossary of De- fined Termspublished
separately. The following terms are defined in either
IPSAS 36, Investments in Associates and Joint Ventures,
IPSAS 37, Joint Arrangements, or IPSAS 38, Disclosure
of Interests in Other Entities: associate, interest in
another entity, joint venture and significant influence.
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Juso 0 lo| aglill vilalbinall wyeig ol
gall 6 ilatiw ] 36 plall glball dpulaoll
alrall oo of LdSiial gylially dloil
lueo o @Sl cAwipil 37 plall clball
0 | e olns Y38 ploll clbsl duulaoll
sl 893 ;6 &g .aliojll agall sl ilgall
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Binding Arrangement

ool cuiyill

15. Binding arrangements can be evidenced in several
ways. A binding arrangement is often, but not always, in
writing, in the form of a contract or documented

discussions between the parties. Statutory mechanisms

b 6%y dojlall byl e Juall aolsl oy .15
0 giso Lail> guilg Wl ool il ughug
- ghayg Wolib I gy dsigo wilislio gl 2ée JAud
abluwll Jio — dygiwall GWI eii of - Loyl

such as legislative or executive authority can also create | «3lajll abls by — dyaueidl dbluwll gT auy il 4
enforceable arrangements, similar to contractual gT Lgils 29y o] \ayasledl vulipll Jilow gai Gle
arrangements, either on their own or in conjunction with LWlib Il yu dopo 1969 dijido
contracts between the parties.
Economic Entity aolnis Ul agall
16. The term economic entity is used in this Standard to | ju=oll 13® 6 dais Ul dgall albno padiwg .16
define, for financial reporting purposes, a group of | dgall 3o calli Sl wlgall o degono 2ya0]l
entities comprising the controlling entity and any | pill el gile huwo cilgn (§Tg Sl 4

controlled entities. Other terms sometimes used to refer

to an economic entity include administrative entity,

Gt ot il (0l balboall Jads Lol
dgallg aylolll dgall doloisl dgo ) 6jlull
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financial entity, consolidated entity, and group. An
economic entity may include entities with both social

policy and commercial objectives.

Joui 26 .dcqoonllg 8a0qall dgallg Laulall

aols wlaal gl Ll clgall @sloisyl dgall
clgul (e dyjlai wolamlg dclain Ul dwlul

17. The determination of the economic entity will need to be
made having regard to the constitutional arrangements
in a jurisdiction, in particular the ways in which
government power is limited and allocated, and how the
government system is set up and operates. For
example, in jurisdictions with an executive, legislature
and judiciary, these may collectively form an economic
entity in respect of which there is a user need for
consolidated financial statements. Such consolidated
financial statements are commonly referred to as

whole- of-government financial statements.

juictl 6 Tasl aploisyl dgall wani guei 17
@bl sl Gleg  agall o aygiwall cilyiyl
.4nnAoq 639300 droganll ablull lgy ggai il
ole daloe 40159 (;0940]l plbull dAus dua15g
el wlblw lgya) Gl Jeall o WJliall Juw
deaino 8jgolll oam J4uy 26 .auflrisg dusypilg
dllo allgs JI ggoaaiuall pling &oloisl dgo
adlall aflgall oam J éole jLiy lg) 8a0go
.J4% dog4all adlall aflgall a0gall

Control (see paragraphs AG2-AG87)

(87- 2 @ubill culaLinl cilyas yhil) syb ]

18. Anentity, regardless of the nature of its involvement with
another entity, shall determine whether it is a
controlling entity by assessing whether it controls the

other entity.

loblujl dsub e yhill Lopny dgall 3305 of Loy 18
00 clag sphyuo dgall culs 13] Lo (sl agay
ol sl agall e phywi cuils 13] lo aygdi Jils

1

19. An entity controls another entity when it is exposed, or
has rights, to variable benefits from its involvement with
the other entity and has the ability to affect the nature or
amount of those benefits through its power over the

other entity.

dnjmb 994l loaic (sl dga le dgall hyuwi 19
lg! of 5Tl dgall 20 Lgbljl go Spsio poliol
dsyb (e il Gle 62801 lgial go%y Lguo Ggad
dgall Lle lgiblu Jub go gsliall ¢l jlaéo gl
-LSF"-CL”
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20. Thus, an entity controls another entity if and only if the | héo (SpT dagn le agall jhywi iy Gle el .20
entity has all the following: ‘ol o 2100 dgall (53l g4y Loaic
a. Power over the other entity (see paragraphs 23-29); | 4(29-23 culjgall }le) spllagall Gleablw
b. Exposure, or rights, to variable benefits from its q
involvement with the other entity (see paragraphs | dgall 20 lgblil go 6uoio g_bli.oJ: lgnyei .u K
30-34); and 20l elli Jio Lle Jonal) §gén gl (il
c. The ability to use its power over the other entity to q 4(34-30 cilaall J.bJT)
affect the nature or amount of the benefits from its | (g1l dgall Lle lgiblw pladiwl Gle 8jaall .o
involvement with the other entity (see paragraphs | (slc dijiall goliall Jlaéo gT doub e }.UELIU
35-37). (37-35 culjdall hail) spal dgall 20 Lgbly)l
21. An entity shall consider all facts and circumstances | (@iléall a6l5 gluuall 6 a5l OT agall le wiay .21
when assessing whether it controls another entity. The | dgo (e pbhpwd uils 13] o rOJg.QJ ade wogihlig
entity shall reassess whether it controls another entity | uil% 3] Lo ,QJQ.Q.I 19§ OT dgall Gle vy .GpT
if facts and circumstances indicate that there are | Loguhllg (@ilén]l g loaic (_ng dgo e hyud il
changes to one or more of the three elements of control | 8pbuwll pnlic o _pﬁT gT poic 6 Olppei ellis OT
listed in paragraph 20 (see paragraphs AG82-AG87). G| wilyéo j.b.lT) 20 8yaall (0 6)g52all &Ll
(87— 82 @gubill
22. Two or more entities collectively control another entity | (g5l dgo e elon Jhuy 4l ol oligy phywi .22
when they must act together to direct the relevant | culd dbuiidl aogil leo Jooll lagile wiay boaic
activities. In such cases, because no single entity can L§T ubiwd U aidl i wodlall oas Jio o ol
direct the activities without the co-operation of the | pbuud U .ol Ugcljﬂ 092 dbuilll aagi UT ago N
others, no single entity controls the other entity. Each | dg2 J% 0987 sl dga Sl apeio JAuu dgo
entity would account for its interest in the other entity in | juleo) og (g1l dgall 0 lgino ge duubbally
accordance with the relevant IPSASs, such as IPSAS 36, | jueo Jio @dlc (3 ploll clboll dauwlboll
IPSAS 37, or the IPSASs dealing with financial | ¢lbdll duwloall jieo gT36 ol clbsll duwlaall
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(IPSAS
IPSAS 30,

Disclosures, and IPSAS 41: Financial Instruments)

instruments 28,  Financial

, Instruments:

Presentation, Financial

Instruments:

Jolity 1l olell glball duulaall wleo gl 37 olel

28 pleall clhsll duwlaoll jueo) dllall cilgadll
clholl duwlaoll Jusoq (ool dulall Cilgsdl
Jueoq wbloodl ddledl cilgsdl 30 plell

ddlall cilga il 461 plall clhsl) duwlaoll
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Power

dblull

23. An entity has power over another entity when the entity
has existing rights that give it the current ability to direct
the relevant activities, i.e., the activities that significantly

affect the nature or amount of the benefits from its

094 Loaic sl dgo e dblw dgall s gg4y .23
e adlall 6)a8)l lgaiad daild (Gagén dagall (sl
$& Gl abuiudl sl alnll wls dbuiidl angs
o ayiall goliall jlago g deub Llc ago J4uiy

involvement with the other entity. The right to direct the | @29 (-6 @GaJl piy sl agall 20 Lgbl)l A
financial and operating policies of another entity | dgall (_'JT Sl (_ngiig_’.xJ dulyoillg ddlall calw bl
indicates that an entity has the ability to direct the | dgal @l culd dbuiidl angi e )28l Lgsal
relevant activities of another entity and is frequently the | (6 dhlwll lg) (Jaii il asybll Wle (aq L_gJ.:')T
way in which power is demonstrated in the public sector. ol clbhsll
24. Power arises from rights In some cases assessing | (6 dblull ,o_lg_oj 0949 Gadall e ablull Loy .24
power is straightforward, such as when power over | cuwiai boaic JWJl ga lob Lolg bl ey
another entity is obtained directly and solely from the | JU5 oo béo pilo J4uin sl dgo (e dblwll
voting rights granted by equity instruments such as | (§q&o LJIgJT wngay dagioall cygndl (§qén
shares, and can be assessed by considering the voting | (0 asdll 20 Lg_mg_oj gAoug aguwll Jio diélall N

rights from those shareholdings.However, public sector
entities often obtain power over another entity from
rights other than voting rights. They may also obtain
power over another entity without having an equity

instrument providing evidence of a financial investment.

agwll el 6jis o cygnill @gén luwall
olall clbhall vilgs Jooi b Wie el g0 acll
L0113y (5] Bg80 g0 (sl g2 Gle ablull e
dblull Ge eyl Joai ol 4oy cuygnil §gan
le s jogi 4yalo @ 6lal elliol gga dgall Lle
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An entity may have

rights conferred by binding

arrangements. These rights may give an entity power to
require the other entity to deploy assets or incur
liabilities in a way that affects the nature or amount of
benefits received by the first-mentioned entity. The
assessment of whether such rights give rise to power
over another entity may be complex and require more

than one factor to be considered.

g2l 2ol of g0y G983l 0229 dojlo LY pe
gl Jap Il olaaiwl il dgall go bl dbluwll
Jago gf dapb e J§7 dayby Cloliul 2,4
810 Jol 8jg530ll dgall lgide Jooi il 2olial
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25.

An entity can have power over another entity even if it
does not have responsibility for the day-to-day operation
of the other entity or the manner in which prescribed
functions are performed by that other entity. Legislation
may give statutory bodies or statutory officers powers
to carry out their functions independently of
government. For example, the Auditor-General and
Government Statistician usually have statutory powers
to obtain information and publish reports without
recourse to government and the judiciary often has
special powers to give effect to the concept of judicial
independence Legislation may also set out the broad
parameters within which the statutory body is required
to operate, and result in the statutory body operating in
a manner consistent with the objectives set by
Parliament or a similar bodyThe existence of statutory

powers to operate independently does not, of itself,

oo sl dgo Gle dblw dgall (s ggds of phoy 25

dgall dogdl Jlacll ye dgduo 055 al olg
83200l olgall @y 3615 (sall wiglwdl ge gl (ol
Cliggll gupiiill aday 26 (a1l dgall elli dud go
o olbil busll ebgo gl daolbll
oc Jeilwo Jady agolgo geil wiblug
Goaall 2ioi bo 6ale Jliall Juw Sle doganll
Jonol) drolhi vilbluy (s0g4nll Silbo Uig olell
&og4all | cgalll g9 ylaill g vilogleall le
oIl go pib Lo adlball ablull gial las
15 clpall JUsiwl poggao Jieeall dnls cilo oy
Gl wiogh dauwlg vulgl Gle Tl il (i
Jowi gl lginuii 9g4ig .lglan Josll drolbill gl
832300l Wlasdl 20 Guii a8y dwlbil digll
Cilblull 592g of dilao & gl glalpl b go
dily aay wpia) U Jéiwo JAdy Josl dolbdl
adio il olobwll angl Gle 8polall agall
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preclude an entity having the ability to direct the
operating and financial policies of another entity with
statutory powers so as to obtain benefits. For example,
the independence of a central bank in relation to

monetary policy does not preclude the possibility of the

) Uil ] JUiol Juw Gle goliall Gle Jgoal
Joay 1 dyaaill awlpll (pay Logs (sjsjall el
i Ug «sijall il Gle byl aglsol g9
oy wogihlly @ilenll aols asl dsb ¢lls

central bank being controlled. Al facts and Jliedl
circumstances would still need to be considered
26. The existence of rights over another entity does not | (J| 6jgJb 52§y U (SpT dgn (e (§gén agag gl .26
necessarily give rise to power for the purposes of this | dgall ;g4 g Jusall las pled dhluwll cqui
Standard An entity does not have power over another :2g2q L béo (SpT dgo e ablw
entity solely due to the existence of: Gubill slyyl 6p80 }b_li) aroubiill 8 phull 1 A
a. Regulatory control (see paragraph AG12); or gT (12
b. Economic dependence (see paragraphs | (Gubill culsliyl viljéo J.bJT) aslbis Ul dsdl .o
AG4LT-AG42). (42-41
27. An entity with the current ability to direct the relevant | @bl apgi e dadlb 6jas lgyal 0gdi Gillagall .27
activities has power even if its rights to direct have yet | 1y uujl.oj o o) b dbluwll 200l anll wla
to be exercised Evidence that the entity has been | (i il aodl aclwi UTuﬁm agill (6 lgdgén
directing the relevant activities of the entity being | Ul dgal) dloll culd dhudidll awngiy dgall ols
assessed for control can help determine whether the | dgall cuils 15] Lo 23205 ;06 Lgile 8ybyw 2g0g 008
entity has power, but such evidence is not, in itself, | 30y .dowlb cluwd @oill oam (_'JT Al abluwll 2iadi il

conclusive in determining whether the entity has power
over the entity being assessed for controlIn the case of
an entity established with predetermined activities, the
right to direct the relevant activities may have been

exercised at the time that the entity was established.

ablull gioli dgall cuils 13| Lo 3327 6 gl
ab 6 laide dbuw 399 08 il dgall le
wuila) 26 (&0 63300 ébuinl cily dga Guuwli
sl cusgll o dlodl cils dbuii Il angi 6 @all

agall ayb
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28. If two or more entities each have existing rights that give | lgaini @ofls l6gan clling pﬁT gT oligo g 5] .28
them the unilateral ability to direct different relevant | ola daline clbuuiclmg_lulc 20lg Ll (o 6)28ll
activities, the entity that has the current ability to direct bclx: aylbll 6ja8ll Lgyal goai Sl dgall glo dlo K
the activities that most significantly affect the nature or | gl deub (e 0go Jauy pgi il dhudidll angy
amount of benefits from that entity has power over that | (Jc dblull lg) y94i dgall ¢lli o =olioll jlado
other entity. sl agall elli
29. An entity can have power over an entity being assessed | 0g&) Sl dagall Gle dblw dall yo4y QT Ghoy .29
for control even if other entities have existing rights that | (sl culgall (s glb glg o Laale dpbuw 1gag
give them the current ability to participate in the | 0 @9jluall Lle dylall 6)28]1 lgaiai doild §géo
direction of the relevant activities, for example when | loaic Jlall Juw e dnll cils dbuiidl angi
another entity has significant influence. However, an | glo s g0 acgl logo |IULJ (Sp'T dgo «lliaj A
entity that holds only protective rights does not have | dblw lg) yuy bao dloo Ggdo clliai il agall
power over another entity (see paragraphs AG29- | (31-29 @uhill JLLJ"JJllLJUﬁQJH.in) (Spid_ggbl_c
AG31), and consequently does not control the other spdlagall Gle by 1 Jilg
entity.
Benefits 20lall
30. An entity is exposed, or has rights, to variable benefits | (0 §g8> lg] gT speio 2olia) dnyeo dgall gg4i .30
from its involvement with an entity being assessed for | dgall 20 lgblijl go épeio g20lio e Jgnoll
control when the benefits that it seeks from its | olioll yg4ai loaic lgue éibuw 2gog 008 Sl
involvement have the potential to vary as a result of the | pIij UT udoall go lgblijl go lgéweni) (ouwi Sl
other entity's performance Entities become involved | wilgall 20 wilgall huip .ol dgall el Aoyl 4
with other entities with the expectation of positive | dwlo dulayl 2olio (e Jgnall 28qii loaic (a1l
financial or non-financial benefits over time. However, in | 846 ;@0 U5 o ocply .ol jgpo 20 dylo pe gT
a particular reporting period, the actual impact of an | l=all gl g4 UT by adlall alilgél] 63300
entity’'s involvement with the entity being assessed for
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control can be only positive, only negative or a mix of

both positive and negative.
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31.

The entity’s benefits from its involvement with the entity
being assessed for control can be only financial, only
non-financial or both financial and non- financial.
Financial benefits include returns on investment such
as dividends or similar distributions and are sometimes
referred to as “returns”. Non- financial benefits include
advantages arising from scarce resources that are not
measured in financial terms and economic benefits
received directly by service recipients of the entity. Non-
financial benefits can occur when the activities of
another entity are congruent with, (that is, they are in
agreement with), the objectives of the entity and support
the entity in achieving its objectives. For example, an
entity may obtain benefits when another entity with
congruent activities provides services that the first
entity would have otherwise been obliged to provide
Congruent activities may be undertakenvoluntarily or the
entity may have the power to direct the other entity to
undertake those activities. Non-financial benefits can
also occur when two entities have complementary
objectives (that is, the objectives of one entity add to, and

make more complete, the objectives of the other entity)

lablyjl ge il agall polio ye% o ghay
gl b6 &llo lgile Sy 592g 098] 1l dgall
Jouii &ylo peg o lagyils gl bao dllo pe
Uileyjgi Jio jlafiwdl e lgell dllall goliall
ol Ul Lgy] Jling alilanll Cileyjgill of ol
e donlil bljodl adlall pe goliall Joui " 2lgell”
alol aolll go guler U LUl 8l ojlgall
gélio 8pilio lgaliny Ul dalnisll goliallg
adloll pe goliall iaad ol oy agall o doaall
lail 1) .20 @8uio (55 Il dgall dbuiul 394 loaic
lg&uani .0 agall acalg dgall wolaal (g0 Gali
ole dga Joai ol gaay Jliall Juw Gle Lgolaall
aaolgio dbuinl vily sl dgo 1ogi loaic 2olio
w2 doplo Slodll agall gg4iw ciild wloas
15 gl legb aaslgioll abuin Il 2uaii g0y Lgoyasi
el ageii) (Il dgall agl @iy dgall giali
leul alodl e eoliodl ¢uani ol 4oy abuiidl
ol ) auluodi Blasl ouiifl ouign 3 gasy Loaic
lglenig sl dgall wlansl Jasi dgall Lolaal

(Ulaisl sl
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32. The following examples illustrate financial benefits that
an entity may receive from its involvement with another
entity:

a. Dividends, variable interest on debt securities, other
distributions of economic benefits;

b. Exposure to increases or decreases in the value of
an investment in another entity;

c. Exposure to loss from agreements to provide

financial support, including financial support for

Jdnai 28 il allall goliall @il dlioll angi .32

sl agay Lgblyl g0 g2 Lgile

Gladw Gle epsiall 2oliallg abydl cilsyjgi

q :dalois Ul 26liol) (ol vilsujgillg cuall

0 Jlodiwl dows o goaill gf skl (oyeil

g 1spl ago

acall pogil cibBlaill go djluall il .o
gyliall Lol acall ey Lo Loy Sl
gyl

major projects; cuils 5] Jlall Juw Gle) cadlbill o pogill 5 4
d. Cost savings (for example, if an entity would achieve | o Jjli cD_gT gT o2l lblbisl Géniw dgall
economies of scale or synergies by combining the | 20 Il dgall JgDT gT Gliloe gu0ai JUb
operations or assets of the other entity with its own q (aolall Lg_lg.DT gT lgililoc
operations or assets); agall wloljillg ng’_')| 0 @dioll poall »
e. Residual interests in the other entity's assets and g sl dgall elli deni aic (gl
liabilities on liquidation of that other entity; and yolaii U il 6peiall poliall sl wlbeil g
f.  Other exposures to variable benefits that are not sl clgal
available to other entities
33. Examples of non-financial benefits include: 'l Lo adlall pe 2oliall Sle aliodl Joui .33
a. The ability to benefit from the specialized knowledge | @nnaiall @opall go éaleiwdl Llc &aall
of another entity; g9 (sl agal
b.  The value to the entity of the other entity undertaking | il dhgidll ol il sl dagall daws . il

activities that assist the entity in achieving its
objectives;

c. Improved outcomes;

q 5Lg_0|3_aT(g.ng"_." i 0 agall acluwg
g 23l i .2
q 6cla? 138l Ailii @ueni .o
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d. More efficient delivery of outcomes;

e. More efficient or effective production and delivery of
goods and services;

f.  Having an asset and related services available
earlier than otherwise would be the case; and

g. Having a higher level of service quality than would

otherwise be the case

g «wloaallg

alio @ dbyp ciloasg Jol Lle Jooall g
wella Lolsy ale g4 of ghoy olb loc I4uo
9

aoaall 6390 o el (Sgumo oo Japall
o ol ade gohs ol gbas glb oo

olull oduig oli] alelo ol dclad 6ol .

34. Although only one entity can control another entity,
more than one party can share in the benefits of that

other entity. For example, holders of non- controlling

6)bpull Lgitioy hao 620lg dgo ol oo peyl Gl
iy ol Lopb ¢ 181 glaol ail 1] (sl dgo Gle
o4y JUoll Juw Gle sp Dl agall elli olio 0

34

interests can share in the financial benefits such as | golioll (6 @5jluwoll 6ihyuall ¢ poall Slolol 4
surpluses or distributions from an entity or the non- | 206loll gTE:Lg;_)Jl o0 Wilsyjgill gT Sdlaall Jio adloll
financial benefits such as congruence of activities with .ngocLoJI Ailill 20 dhuiudl golgi Jio dadlall pe
desired outcomes
Link between Power and Benefits 206lio)lg dblull ¢ s U]l
35. An entity controls another entity if the entity not only | giaii dgall cuils 13] GpT dago e dgall thwi .35
has power over the entity being assessed for control | &buw 3979 Q&) il dgall e dblully héo
and exposure or rights to variable benefits from its | @0 lgio §gén LgJ gT speio 2olial dnpeog lgile
involvement with the other entity, but also has the ability | ¢;28ll LEUT lgia) ygaug (s dl agall 20 Lgbli)l A
to use its power to affect the nature or amount of the | jlaéo gT doub e }JJ:LLU lgiblw olaaiwl Sle
benefits from its involvement with the entity being | 3g2q 0g&) il dgally lgblijl (4o 488aiall goliall
assessed for control. laule éibyw
36. The existence of congruent objectives alone is | pdiiuwd 4 Lold hao dlilaio Lolaml fatalel &3_5_? 1 .36 N

insufficient for an entity to conclude that it controls

e Jgoall Jol go (sl dgo e phuwi lgil dgo
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another entity. In order to have control the entity would | (e 6)28ll lgya) g4 ol Bl dgoll oling &byl
also need to have the ability to use its power over the | &pbuw 2999 0g8) Silagall Gle lgiblw plaaiwl
entity being assessed for control to direct that other | jyjoil lgeo Josll pdl dgall ¢lli aogil lgde
entity to work with it to further its objectives. Lg_ob_a)T
37. An entity with decision-making rights shall determine OT hall sladl §goay eiaili GUl dgall Lle iy 37
whether it is a principal or an agent. An entity shall also (JT Ly . Jsdg gT dJ.DT oe o)jue «ils 13] lo 5205
determine whether another entity with decision-making | (§gé2y 2iail LS}f)T dgo cuils 15] Lo =Y dgall Kani
rights is acting as an agent for the entity. An agentisa | @& Jwdgll .agall Jidq ojlicly Jo=i jlisll aladl
party primarily engaged to act on behalf and for the | allblg g ali Jooll ) JAdu LQ‘Ijj b
benefit of another party or parties (the principal(s)) and | (JlilLg J(ello ] ol i) 1 Lol of i Loyb A
therefore does not control the other entity when it | dhlw gujlai loaic il dgall le ghuuy 1l qgb
exercises its decision-making authority. Thus, | wlioy UT Y] gdoy )y e 2l ghall sladl
sometimes a principal's power may be held and | gc dli 34lg .lguwjlay uig Jundll dhl Jusall
exercisable by an agent, but on behalf of the principal. dJ.D_m
Accounting Requirements duuwlaoll allbioll
38. Acontrolling entity shall prepare consolidated financial | 625g0 dulo oilgd 6byguwall dgall =i UT Ly .38
statements using uniform accounting policies for like | loleall 6a5g0 duwlao Glwluw elaaiwl A
transactions and other events in similar circumstances. Agldio Logph (o il tilandllg dliloall
39. Consolidation of a controlled entity shall begin from the | 2y)li oo lgde phywall dgall angi Ta.u UT Ly .39
date the entity obtains control of the other entity and | Ladgiig (o0l dgall le apbuwull dgall wilwisl il
cease when the entity loses control of the other entity. sl agall Lle syl dgall asai loaic
Consolidation Procedures aogill Cilelpo]
40. Consolidated financial statements: :620g0ll adlall pilgall .40 il
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a. Combine like items of assets, liabilities, net
assets/equity, revenue, expenses and cash flows of
the controlling entity with those of its controlled
entities.

b. Offset (eliminate) the carrying amount of the
controlling entity’s investment in each controlled
entity and the controlling entity’s portion of net
assets/equity of each controlled entity (IPSAS 40
explains how to account for any related goodwill).

c. Eliminate in full intra-economic entity assets,
liabilities, net assets/ equity, revenue, expenses and
cash flows relating to transactions between entities
of the economic entity (surpluses or deficits
resulting from intra-economic entity transactions
that are recognized in assets, such as inventory and
fixed assets, are eliminated in full). Intra- economic
entity losses may indicate an impairment that
requires recognition in the consolidated financial

statements.

ilalpUlg aalall @gon  /Jgoldll wolog
dgall  @asidl  wldeailly  wlegunallg
tbuwall ailgall anlall ¢lli 20 6pbywall
loe

Jladiw ) aypioall dogsll (aeuiuwd) dnléo (SE)J o
lgde jbhpwo dgo 5 0 épbuunll dgall
/dgndl ol o éphpuall dgall é@nng
a0g) lgie jhiuo dgy J4) @blall Ggao
duwlball aeus 40 plell clbsll duwlaoll oo
(alo cals 8y (STu.C

/Joodll olbg Wiloljilllg Joodl asiwi .o
uloginallg  wibdlydly  adlall  (Ggén
o Ulloleay dslsiall @asill iléoailg
Jolaly asuiwi) @aloisdl agall o wilgall
égall Jsla culloleall e aill jasll gl (Adlall
wgiaall Jio .Jgodl gan dutall &aloisdl
dgall Jaly flwasll i 26 (@l Jonllg
0 aild] wilbi) baa 5939 J] @sloisll
.630qall alall ailgall

Uniform Accounting Policies

630g0)l auwlrall Clwlpwll

41. If 3 member of the economic entity uses accounting
policies other than those adopted in the consolidated
financial statements for like transactions and events in

similar circumstances, appropriate adjustments are

Slbwlow 0181l dgall o gie pasiuy loaic 41

alloll aflgall 6 ashall elli wWilsy duwlao
cogip o dliloall Cilandilg witoleall 6a0gall
oSlgall Lle dawlioll cilbasill (s agilio
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made to that member's financial statements in

preparing the consolidated financial statements to

620gall aloll oilgall alacl aic grell el dylall

dgall dwwholl Clwlwl 20 lgaolg glan)

ensure conformity with the economic entity’s accounting annis
policies
Measurement oulsll

42. An entity includes the revenue and expenses of a
controlled entity in the consolidated financial
statements from the date it gains control until the date
when the entity ceases to control the controlled entity.
Revenue and expenses of the controlled entity are based

on the amounts of the assets and liabilities recognized

lgile fhywall dgall viloginog wilalyl dgall ojai .42
losbwiisl Ayl go 63sgall adlall aflgall (o
ole dpbundl e dgall Lasgi bl ing 8bul)
Wloginog wildlyl awniei lgide fhuwoll dgall
loljlulg Jgo Ul o e lgile jhyuwall dgall
20 o 6aongall dlall ailgall (6 didall

in the consolidated financial statements at the | ¢JUgiwll cogumo JUoll Juw e .algaiwdl 4
acquisition date. For example, depreciation expense | Ayl a2y Jlall cla Il 6a0gall aajflall 0 Cadodl
recognized in the consolidated statement of financial | dulall Jaodll a6 le Wi g4y 3lgaiwdl
performance after the acquisition date is based on the | ddlall ailgdll (0 didoll alnll wly eldgiwd]
values of the related depreciable assets recognized in Slgatw Ul )i (56 62090l
the consolidated financial statements at the acquisition
date
Potential Voting Rights diboall cygnill Ggén
43. When potential voting rights, or other derivatives (Sp'T Cldido gT didoo Cuygni §gdn 20gi loaic 43
containing potential voting rights, exist, the proportion of gT Ailall du 3247 .di400 Cuand (§adn i
surplus or deficit and changes in net assets/ equity | di4lall §gén /Jgodll oo o Wipeilg jaell N

allocated to the controlling entity and non-controlling
interests in preparing consolidated financial statements

is determined solely on thebasis of existing ownership

éibywoll pe (pnnllg éibyuwoll dgall dnpAall
wulwl e hao 8aagall alall aflgall slac] aic
gl dwjlaa)l gusei Ug doflell adlall oo
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interests and does not reflect the possible exercise or

conversion of potential voting rights and other

derivatives, unless paragraph 44 applies.

disoall cugnill  Ggan)  Jaicall  Jigail
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44. In some circumstances an entity has, in substance, an | j@g2ll s o dgall sl yody wogbll (pey (6 44
existing ownership interest as a result of a transaction | (G2 Wb dgall aiai dloleol dayii doild dyblo dno
that currently gives the entity access to the benefits | Jio 60 .di4lo dnay dbuijall goliall J] Jgogll
associated with an ownership interest. In such | dgall dnpao)l  ddl 3205 gl 0as
circumstances, the proportion allocated to the | @ilgall alac| aic 6phuwoll pe (pnallg 6phuiall N
controlling entity and non-controlling interests in | &lgill dwjlaoll gluuall o 251l 6a0gall dlall
preparing consolidated financial ~statements is | Ul wildidallg ¢l di4oall Cugnill Gganl
determined by taking into account the eventual exercise 20liall Jgogll @ Wb dgall aiai Sl
of those potential voting rights and other derivatives that
currently give the entity access to the benefits.

45.1PSAS 28 and IPSAS 41 do not apply to interests in | jusoq 28 olell clhsll duwlhall jueo Gibiy U .45

controlled entities that are consolidated When | Wlgall (6 ppall Gle 41 ololl glbsll duwlball
instruments containing potential voting rights in ngaT Wb aiai loaic 3;(:3; il Lgile jbywall
substance currently give access to the benefits | G2 l@@gD (6 diboo Cygnd §gds Gle Jaiud
associated with an ownership interest in a controlled | dgall ;6 dyalo dnny dbyipall goliall ] Jaodll
entity, the instruments are not subject to the | deold pé (yg4i Cilgadl oam glo lgie thywoll N

requirements of IPSAS 28 and IPSAS 41. In all other
cases, instruments containing potential voting rights in
a controlled entity are accounted for in accordance with
IPSAS 28 and IPSAS 41.

Jusog 28 ololl clbhal duwlhall jheo willhial
Il g o6 41 plall glhall dulaall
8985 le Joiin il lgadl ge dulaoll ai
Jueal 186g lgule phyuall @gall (0 didao Cygnd
clhall duulaoll jheog 28 olell clhall duulaoll

41 olsll
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Reporting Dates adlall aflgsll Aylgi
46. The financial statements of the controlling entity and its | <ilgJlg pbyuwoll dgall dllall aflgéll axj ol Loy 46
controlled entities used in the preparation of the | dulall aflgdll slac| (-6 doaAiuall lgile phpuall
consolidated financial statements shall be prepared as | L@liaj loaic .duloll allgall 2yl yuai 6 630gall
at the same reporting date. When the end of the | ¢lli ¢ 6pbuwall agall adlall aflgéll 6io dlgi
reporting period of the controlling entity is different | 6pbyuwall dgall glo lgue pbuwall dgall dnlall
from that of a controlled entity, the controlling entity :(JT Lol
either: alo viloglen e gl phed Joai T
a. Obtains, for consolidation purposes, additional | dgall dylall oflgdll Ayli guoi o d@6lo) A
financial information as of the same date as the gT Bybyuoll
financial statements of the controlling entity; or tbuwoll dgall adlo oilgd 2ol YoJo L VTTTV AN
b. Uses the most recent financial statements of the | Calandll gT Ulloleall JL'i'T.; lghaei 2y lgde
controlled entity adjusted for the effects of | ddlall aflgdll oam Ayli gy 287 il dagall
significant transactions or events that occur .620q0ll adloll allgdll Ayjlig
between the date of those financial statements and
the date of the consolidated financial statements.
Non-Controlling Interests orhywall pe (pnall
47. A controlling entity shall present non-controlling | p¢ (pnall (Hyef OT 6itbuuall dgall le viay 47
interests in the consolidated statement of financial | goo 830gall o)l jSpall dails 6 épbywall
position within net assets/equity, separately from the | e Jnooio JAdy .auslall (@§qén /ngT oo A
net assets/equity of the owners of the controlling | .6pbuwoll dgall ilo dwblo (§gdn /ngT oo
entity.
48. Changes in a controlling entity's interest in a controlled | ¢lli .«JlUo ogion) ¢loll 20 lloleo 297 .48 N
entity that do not result in the controlling entity losing | tbuwo dgo (56 6phyoll dgall ano (Jo wilpill
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control of the controlled entity are transactions with

owners in their capacity as owners,
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49.

An entity shall attribute the surplus or deficit and each
gain or loss recognized directly in net assets/equity to
the owners of the controlling entity and to the non-
controlling interests. The entity shall also attribute the
total amount recognized in the statement of changes in
net assets/ equity to the owners of the controlling entity
and to the non-controlling interests even if this results

in the non-controlling interests having a deficit balance.

of Luwbo J4g jaell of aflall agall Luwii of Liay
oo /Jgodl olo o opblo culi sjlws
ué oanall 8phyuall dgall Wil Jl dAlall
cooaoll gliall LAy dgall Luwii Lo .oybywall
[dgodl Lolo o wilpsill dails o Cuil sl
pnallg spbuwall dgall ¢lile J| @lall @gan
&0 J2c 3929 Gl ella ol of b dybyuall pe

Oibuunll e poall )

49

50.

If a controlled entity has outstanding cumulative
preference shares that are classified as equity
instruments and are held by non-controlling interests,
the entity shall compute its share of surplus or deficit
after adjusting for the dividends on such shares, whether

or not such dividends have been declared.

djlico aguwl lode phywall dgall (sal gls 13
@gdo gl lajlicl daino &osls olydll deoao
ne gooall eilo Jib o Lgs blaisyl alig &4lo
of gatall 4o Lgino Libway dgall pgai bybyuwall
aguil el e alydl cileyjqiy lglyaet as) jasll

A ol cilsyjgill elli ge olel elgu

.50

Changes in the Proportion held by Non-Controlling Interests

wanal lanl dbuwlg lg) Béinall duwll 6 Cilpsil
61huall puc

51.

When the proportion of the net assets/equity held by
non-controlling interests changes, an entity shall adjust
the carrying amounts of the controlling and non-
controlling interests to reflect the changes in their
relative interests in the controlled entity. The entity shall
recognize directly in net assets/equity any difference

between the amount by which the non-controlling

ailall @gés /Jgplll blo dns peli loaic .51

Sybuuall pé (anall wilo dbuwlgy Lgy béinall
6buall (ool ayisall pudll Jiasis dgall pgal
dyill lgnno (6 Cilsill gubel sphywall pég
8piilao dgall ity of Loy Agule phuwoll dgall 5
sliall gu @16 (T dsslall G983 /Jgnl ,olo
&slell dogsllq pbyuall pé ganall a4y Jasi sall
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interests are adjusted and the fair value of the

elilo JI apuii olg aliwall of 33uwall el

(U/ psi) paall

consideration paid or received, and attribute it to the Obywoll agall
owners of the controlling entity.
Loss of Control Opbaull lago

52. If a controlling entity loses control of a controlled entity,
the controlling entity:

a. Derecognizes the assets and liabilities of the former
controlled entity from the consolidated statement of
financial position;

b. Recognizes any investment retained in the former
controlled entity and subsequently accounts for it
and for any amounts owed by or to the former
controlled entity in accordance with relevant
IPSASs. That retained interest is remeasured, as
described in paragraphs 54(b)(iii) and 55A. The
remeasured value at the date that control is lost
shall be regarded as the fair value on initial
recognition of a financial asset in accordance with
IPSAS 41 or the cost on initial recognition of an
investment in an associate or joint venture, if
applicable; and

c. Recognizes the gain or loss associated with the loss
of control attributable to the former controlling

interest, as specified in paragraphs 54-55A.

dgall Lle spbyuull éphypwo dgy 2867 Loaic .52

Bbyuall dgall gl gl thyuall

lgale Jhywall dgall viloljillg Joof cily] oli
162060l ol j5pall dails o agylull

sbywall dgall (0 @y Baino jlodiwl (sl culi .o
2o (T geg oo aic Luulaig d6)lul lgyle
lade jhywall dgall Gl o o d8aiwo
olell glball duuloll wleal Bog &dLuwll
Loy Bainoll dnall gl aleyg alnll ¢ila
155 (3) () 54 guipaall o guall gaill Gle
auli o6 lgwls sleall dogsll 297 of winy
aic dblell doudll lgil e spbuull glags
jueal Bog o)l ol ol iyl
bl aic dal41l ol 41 plo)l glhal dpwlaall
copio gl dlpoj dgy o jladiwill Jgll
g el @bl @lo 6 Wit

olagey dhyjall pluall gl cuwlall wildg] o
dihyuall poall Gl &guidall spbull
155- 54 ciljgall (6 guo go s dsyluwll
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53. A controlling entity might lose control of a controlled

entity in two or more arrangements (transactions).

However, sometimes circumstances indicate that the

multiple arrangements should be accounted for as a

single transaction. In determining whether to account

for the arrangements as a single transaction, a

controlling entity shall consider all the terms and

conditions of the arrangements and their economic

effects. One or more of the following indicate that the

controlling entity should account for the multiple

arrangements as a single transaction:

a.

They are entered into at the same time or in
contemplation of each other.

They form a single transaction designed to achieve
an overall commercial effect.

The occurrence of one arrangement is dependent on
the occurrence of at least one other arrangement.
One arrangement considered on its own is not
economically justified, but it is economically
justified when considered together with other
arrangements. An example is when a disposal of an
investment is priced below market and is
compensated for by a subsequent disposal priced

above market.

Jhuwo dga e sphuwll 8phuwall dgall 1867 25 53

3 go aell (ciloleo) 51 of guuiy o lawle
Juicl wgag Gl olodl ey o gl pid
15] Lo 23295 aic .620lg dloleos 632210l byl
830lg élolens il Llwisl @l of Loy gl
oluuall 6 230 of spbywall agall Lle wisy ails
iy ayolois Ul Leylilg culwiyill bopig dgiy 2109
of vz 8pbuwall dgall of Gl Gl Lo 44T of 20lg
dloleo lgil (le 8a19iall wilwifill ge Ll

:620lg

lgtey 20 gujai o dwsi cusgll o o
eyl

)i piT @182 doano 6a0lg dloleo J4uiy .
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54. If a controlling entity loses control of a controlled entity,

it shall:
a. Derecognize:

i. The assets (including any goodwill) and
liabilities of the controlled entity at their
carrying amounts at the date when control is
lost; and

ii. The carrying amount of any non-controlling
interests in the former controlled entity at the
date when control is lost (including any gain or
loss recognized directly in net assets/ equity
attributable to them).

b. Recognize:

i. The fair value of the consideration received, if
any, from the transaction, event or
circumstances that resulted in the loss of
control;

ii. If the transaction, event or circumstances that
resulted in the loss of control involves a
distribution of shares of the controlled entity
to owners in their capacity as owners, that
distribution; and

iii. Any investment retained in the former
controlled entity at its fair value at the date

when control is lost.

lgyle vy ails Jaie

iloljillg (Bpg ST wlla 6 Lay) Joodl
o auioall lgas lgie jhyuoll dgall
g 8pbuwll glaas ayli

0 Orhpwo pe oo s 1 dyivall aousll
b o aslull lgde jbywall dgall
of Luwléo (sTella o Lay) byl glads
/gl 6l (o6 Bublio Lgild] oF Plus
(lgy| &yguuiall &yalall Ggao
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&i2o gl dloleo e il Gill cilsyjgil
lojigi ganhg Shpull glads dic Al
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agli o @dlell i aslul lgile
Sl glags

(1)

(2)

(3)

l]-p3ljiall jaell / Aflall )l 6pilo Jgai of
ool glbsl) dulao pleo ingoy lglho glb
A0 (6 Spiblho lgil] a7 il lall (s3]

T

tbuwo dga le dhyull 8ibyuwo dg2 2667 Loaic

(U/ psi) paall

57



Ji=all 6 i0)g Las G801 ad)g i

dogeuull dyjell ddlaoll o plell glbsl duulbnall pleog aualao Juo
"8a0gall ddloll pilgall” 35 plall clball duwball jieoy 486 pall dwljall

3 g o
ole Jiasi

lgaluwlg oty 2=l

©2024 jlaol

c. Transfer directly to accumulated surplus/deficit, if
required by other IPSASs, the amounts recognized
directly in net assets/ equity in relation to the
controlled entity on the basis described in
paragraph 55.

d. Recognize any resulting difference as a gain or loss
in surplus or deficit attributable to the controlling
entity.

dgall @lol loww @dloll Ggdo /Jonll
sl (6 aigoll guwdl Gle lgile hypuall
.bb

0 8jlws ol Luwdo ail e aili gpo sTwld] 5
dgall Gl ol @all josll o (pilell
Byl
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55. If a controlling entity loses control of a controlled entity,
the controlling entity shall account for all amounts
previously recognized directly in net assets/equity in
relation to that controlled entity on the same basis as
would be required if the controlling entity had directly
disposed of the related assets or liabilities. If a

revaluation surplus previously recognized directly in net

o dga le ophyull 6phyuo dgo 1667 loaic 55
o< Quulaoll 8ybyuall dgall e Ly ails lgile
ool o Bpilo Bjlw aifoll slboll giao
dgoll clly @lely logs abloll Godo /Jopdl
094 (Al dwoi gulwil @sq lgie Jhpuall
Joo. Tl 8o 8ybyutoll dgall ciasyiuwl 13] glho
auaill 8ale] ailo glé 13] .alnll cils caloljill of

assets/equity would be transferred directly to | (§g&o /Jgndl SO (o (6L aly] i sl 4
accumulated surplus/deficit on the disposal of the | jasll /adlell (J| 6polo dligai aipw d@Alall
asset, the controlling entity shall transfer the | dgall e vy ailo JJodl sleyiwl aic eljiall
revaluation  surplus directly to accumulated | JI dpulio ouéill 6ale] ATls Jgai UT éibwall
surplus/deficit when it loses control of the controlled | (Sl 6pbuull 2867 loaic pAlkall ja=ll /il
entity. Lgde hyuoll dgall
55AIf a controlling entity loses control of a controlled entity | phuulo dga (le 6pbyull 6o dgo viado 15] 55
that does not contain an operation, as defined in IPSAS 40, | jl=o (0 4620 @ L5 - duloc e (SginT U lgule il

as a result of a transaction involving an associate or a joint

dga 20 dloleal ayii- 40 ploll glhal dpwlaoll
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venture that is accounted for using the equity method, the
controlling entity determines the gain or loss in accordance
with paragraphs 54-55. The gain or loss resulting from the
transaction is recognized in the controlling entity's surplus
or deficit only to the extent of the unrelated investors'
interests in that associate or joint venture. The remaining
part of the gain is eliminated against the carrying amount of
the investment in that associate or joint venture. In addition,
if the controlling entity retains an investment in the former
controlled entity and the former controlled entity is now an
associate or a joint venture that is accounted for using the
equity method, the controlling entity recognizes the part of
the gain or loss resulting from the remeasurement at fair
value of the investment retained in that former controlled
entity in its surplus or deficit only to the extent of the
unrelated investors' interests in the new associate or joint
venture. The remaining part of that gain is eliminated against
the carrying amount of the investment retained in the former
controlled entity. If the controlling entity retains an
investment in the former controlled entity that is now
accounted for in accordance with IPSAS 41, the part of the
gain or loss resulting from the remeasurement at fair value
of the investment retained in the former controlled entity is

recognized in full in the controlling entity's surplus or deficit.

plaaiwl lgic awlall al ¢ljidio cqpiio of aljoj
pg&) 8ibhpwall dgall lo &lall Ggao dayb
55-54 culjsall [Bog &jlwall gf Luwlall 220
&0 dloleall ge ildl Blwall gf Cuwdall cud)
meagnagbbfibé;‘buum__ IaggJIjgchd:').TLb
of aluofll dgall wlli (9 aloll (s3 pe gupaiiwoll
Luwall 9o aiiall ol ol elyidiall gqpdiall
gl dlyojll agall ;0 jlodiwl &yioall dogsll Jlso
cibainl 13] wels G @slo b iidall gqpill
lgle jhuwall dgall o jlatiwl byl dagall
agn ol Bilw lgyle jhyuall dgall viayolg Byl
plasiul lgic dnwlaall ol ljidio gqpito of dlyoj
cuii 6pbypwall dgall glo .aalall (§gao dsyb
wuldll 83le] (o dxilill 8jluwall of Cuwdall o ejall
agall vlli .6 @y hotaall jlaitw il alslell dayall
0 hao jasll of gailall o bl lgule thywall
dgall 6 alnll (3 pe gyoiiwall (DD 2920
cjall clol] ol .ayaall elyiduoll cqpiiall gl élojl!
ayivall dowall Jlso Luwdall lam go auiall
lgele jhuwall dgall o @ bainoll jlofiwll
&0 Jlaitwl shyuwall dgall cubaisl Ia]g L&l
dic duulaall @i (sallg 1Eylw Lgale yhyuoll dgall
cjall glo 41 plall glhsll duulaoll Junal Bog oI
wwlball 8alel ge ailil &jlwall ol Luwlall go
dgall 0 @ beinall jlaiiwill d@alell anally
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Investment Entities: Fair Value Requirement

dlolell dousll cilhio :dylaiiw Ul vilgall

56.

Except as described in paragraph 57, an investment
entity shall not consolidate its controlled entities or
apply IPSAS 40 when it obtains control of another entity.
Instead, an investment entity shall measure an
investment in a controlled entity at fair value through

surplus or deficit in accordance with IPSAS 41.

aagi Ul Limy 57 8j8all 6 guo ga Lo clifiwly
&b of of lgile yhyuall Lgilgs ayladiw il dgall
Luisi loaie 40 ple)l glball auwlaall juso
ole cay wlls go Ty (sl daga Gle syl
agall o jlafiwll Guai of dylatiwdl agall
gl flall Juls go dlalell aaell lgide fhyuall

41 ploll elball duulaall jieol lBog jasll

.56

57.

Notwithstanding the requirement in paragraph 56, if an
investment entity has a controlled entity that is not itself
an investment entity and whose main purpose and
activities are providing services that relate to the
investment entity’'s investment activities (see
paragraphs AG98- AG100), it shall consolidate that
controlled entity in accordance with paragraphs 38-55
of this Standard and apply the requirements of IPSAS 40

to the acquisition of any such controlled entity.

loaic 56 8jaall .6 3jlgll Lulhiall go aeyl e
Cuuy lgde phyuo dgo dylatiwl dgo (sal g4y
o gg&y Gillg Waylodiwl dgs Lgils o2
ahdiil @let vloas ayaai dwgdyl lgibiilg
ilaliy) cilyaall pail) dylatiw il dgall dylakiull
a0al) 0987 of lgsle wiay dils (100~ 98 @Guhill
lam o 55-38 cilpsall 1Bog lgule phuwall dgall
clhall duball Jyso wildhio @ibi glg jisall
cilgall 0am g0 sl le dlgaiwll Lle 40 ololl

lgile thyuall
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58.

A controlling entity of an investment entity that is not
itself an investment entity shall present consolidated
financial statements in which it (i) measures the
investments of a controlled investment entity at fair

value through surplus or deficit in accordance with

- dloliwl dgy e Spbpwall dgall e iy
Wyl g ylotiwl aga Lgils 20 ;6 Cruy illg
Cljladiwl gulisy (1) lguo 0gdi 630g0 dylo allgd
g0 @alsll aousll lgile Jhywall aylaiiwl agall
clball dpulaall uoal Bog jasll of (aflall Juls
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IPSAS 41 and (i) consolidates the other assets and

liabilities and revenue and expenses of the controlled
investment entity in accordance with paragraphs 38-55
of this Standard.

Cilalpdlg wilolilUlg Jgodll angi (2)g 41 olell

tbuuwall dlodiwdl dgall gl CILE)g}.D.D.”g
Ju=all 1a® o 55- 38 culjall 6oq lgyle
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Determining Whether an Entity is an Investment Entity

dyjloliiwl dg9 (@ dgo il 13] Lo 32y

59. An entity shall consider all facts and circumstances
when assessing whether it is an investment entity,
including its purpose and design. Paragraphs AG89-

AG106 describe aspects of the definition of an

@leall g0 gluall 6 230 of agall e winy 59
Loy «dyjlotiwl dgo cuils 13] Lo 2j295 aic wogyhllg
Clssll wenig .apopillg lgio ol elly o
losle (sgbiy Tl Liilgy 106-89 Gubill culaliy)

investment entity in more detail. If facts and | loaic .Juoéill go aujoy dyjlaiiwll dgall Léywd il
circumstances indicate that there are changes to one | 2alg (e Cilpyi 0929 Jl wogphllg (@Giléall puui
or more of the three elements that make up the | dgall vayei Jwd GUl @il poliell o sl ol
definition of an investment entity, a controlling entity | 83lc] épbwall dgall e winy dilo .dylaiiwlll
shall reassess whether it is an investment entity. .ylodiwl dgo =i uils 13] Lo ougéi
60. A controlling entity that either ceases to be an | gc La8gl uT lo] Sl 8wl dgall le iy .60
investment entity or becomes an investment entity shall | (yloiiwl &gy auni gT Aylaitwl dgo lgigh
account for the change in its status prospectively from | g0 léluo JJTJ lgeng o pill ge duwlboll 4

the date at which the change in status occurred (see
paragraphs 63-64).

cilgall yail) 2ol 6 il as tian sall Ayl
(64-63

Judgments and Assumptions

cilolis g planl
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61. An investment entity shall disclose the information | Cilogleall (o dylofiwdl dgall anéi oT Ly 61
required by paragraph 15 of IPSAS 38 about significant | duulboll ju=o o 15 dpaall Lngoy dglboll
judgments and assumptions made in determining that it | dagall Cilblisdllg plasdl ge 38 ololl clhsll
is an investment entity unless it has all of the following | @) Lo &yloliwl dg2 lgig5 2y20i (O 033Twi I
characteristics: il piloall 2100 lgud jolgii
a. It has obtained funds from more than one investor | (0 JJ.5T Y] JIgoT ole tlpo 28 o4&l (JT 1
(see paragraphs AG89-AG90); -89 Guhill vl Sieo J.bJT) 2olg poiiwo K
b. It has ownership interests in the form of equity or q (90
similar interests (see paragraphs AG91-AG92); and | dy4lo (§géo J4au (6 dalo aoo lgl ggii (JT J
c. It has more than one investment (see paragraphs | (Gubil loliy] o }bJT) dlilao (oo gT
AG96-AG97). q 1(92-91
a0 i) 20l lokiwl o 18T Ll ugdu of -2
(97-96 Gubill vulaliy]
62. The absence of any of these characteristics does not | (J| 6jqll (PIloAIl 02 (o le ulbe g U .62
necessarily disqualify an entity from being classified as | .&yjlodiwl dgo lajlicl lgouini o dgo aleyiwl
an investment entity. However, the absence of any of | (2 PiloAl 02 o LsT wbie gl s go acl
these characteristics means that an entity is required to | Jgo LJLogJ.S)_oﬂ e olooll dgall e viny ail 4
disclose information about the significant judgments | aic  Cu3Ajl Sl dogall wilblyis Uig olan
and assumptions made in determining that it is an yjlaiiwl dgas lgauini
investment entity
Accounting for a Change in Investment Entity Status dyjlodiwl dgo 20g (L0 B g dwlooll
63. When an entity ceases to be an investment entity, it shall | ailo .éyjloiiwl dgo lgigd ge dgall Lasgii loaic .63
apply IPSAS 40 to any controlled entity that was | 40 plell glbsl duulaall jueo Gibd uTLg_LJ.cu:u A
previously measured at fair value through surplus or | doudll Lo CLuud lgde jhuwo dgo LsT e
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deficit in accordance with paragraph 56. The date of the
change of status shall be the deemed acquisition date.
The fair value of the controlled entity at the deemed
acquisition date shall represent the transferred deemed
consideration when measuring any goodwill or gain
from a bargain purchase that arises from the deemed
acquisition. All controlled entities shall be consolidated
in accordance with paragraphs 38-51 of this Standard

from the date of change of status.

56 a0l Taog jasll of aflall JUbs go ablsll

piitall 2yl g 2ogll sl 2yl ek ol Loy
dgall aolell aawll pei of way lgadwl
o dall slgatwlll axl o lodle phyual
gl 6pguw (sl wuls aic Jgaall Bpicall Haell
slgaiwdl ge Lis LUl el aseo go Luwdo
lode jhywall cilgall 2100 a0gi L1y -Lp'u}fmll
i Al go ju=all 1as go 51-38 cilaall Tasg

209l
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64. When an entity becomes an investment entity, it shall (JT leue w1y ails (yjladiwl dgo dgall auni boaic .64
cease to consolidate its controlled entities at the date of | Ayli -6 lgsle pbypwall Wilgall ayngi ge Ladgii
the change in status, except for any controlled entity that | L1y lgile pbuwo dgo LsT clifiwl 204l o il
shall continue to be consolidated in accordance with | (§ihi uT winy .57 épsall lbog Bangi paiuy OT
paragraph 57. The investment entity shall apply the | (Jle 53g 52 gudell wblbio dyjlaiiwdl dgall 4
requirements of paragraphs 52 and 53 to those | l@aygi ge Ladgli LUl Lgule phywall culgall ells
controlled entities that it ceases to consolidate as | dpbuuwll Ladd 28 &yjladiwll dgall il o) lob
though the investment entity had lost control of those Syl el o6 lgde thpwall cilgall elli Gle
controlled entities at that date.
Transitional Provisions aylaiil plj.:aT
65. An entity shall apply this Standard retrospectively, in | l&6q 22 pL Jaooll 13m Guhi UT&Q:_\JI wle viay 65
accordance with IPSAS 3, Accounting Policies, Changes | ibwluwd! 3 plo)l glbél duwlboll  jleol N
in Accounting Estimates and Errors, except as specified | duwlrall lp26il (6 iysillg duwlrall
in paragraphs 66-78. .78-66 Cilisall (o6 3300 9o Lo elitiwl cLA50g
66. Notwithstanding the requirements of paragraph 33 of | duwlaoll jueo o 33 é8all llhio oo péfl Gle .66 N

IPSAS 3, when this Standard is first applied an entity

b0 Jol jueall 138 Guhi aic 3 plall clball
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need only present the quantitative information required | @wAll ilogleoll ()i UT béo dagall oliaj
by paragraph 33(f) of IPSAS 3 for the annual period | duwlaall jumo 6 (g) 33 dpaall Lingay diglboll
immediately preceding the date of initial application of | Spulio (Guui GIl digiuwll 6jiall 3 ololl clbsll
this Standard (the “immediately preceding period”). An | d&lull 8)iall") ju=all I5g) ‘.__,,Jg_clll Gubill Ayl
entity may also present this information for the current | ilogleall 02 Ll agall (poyei (JT g ("6pdlo
period or for earlier comparative periods, but is not | Cuuy Lgi4lg .}fui dijléo lyio gT aJlall opiall
required to do so. 3y olslly adlbo
67. For the purposes of this Standard, the date of initial | g& (ng_ELJI Gubil Al go4y Juxall 12 pledl 67
application is the beginning of the annual reporting | |2 lguo (Q_Lbj(:l“ aygiull dllall pilgéll 6450 dylay K
period for which this Standard is applied for the first SJadll pall jlusall
time.
68. At the date of initial application, an entity is not required | ol &llbo agall ygai U ‘L:,Jg_m Gubdl )l o .68
to make adjustments to the previous accounting for its | lgbWijl g da&luwll dubwoll e vilhaei (spod
involvement with either: Hyve) (STJ
a. Entities that would be consolidated at that date in | aylill w3 6 l@aungi aipw gls Ul ilgall 1
accordance with IPSAS 6, Consolidated and | aflgsll 6 olall clball dunlhall jueol Bog
Separate Financial Statements, and are still | 630q0 vWlj log dlnsiallg 6aogall dulall A
consolidated in accordance with this Standard; or gT yb=oll 12g) l6oq
b. Entities that would not be consolidated at that datein | 2ylill els (6 Jg(jj il UT Lg.lLu oo GHlwlgall .
accordance with IPSAS 6, and are not consolidated | cuulg 6 ploll clball duwlholl jueal Bog
in accordance with this Standard. Jueoll Iag) lBog 83090
69. At the date of initial application, an entity shall assess | lo ,013.(_): OT dgall le Ly .(r,Jg_TJI Gubill A5 6 .69
whether it is an investment entity on the basis of the | (§ilénll Uul.uJT ole aylaiiwl dgy cuils 3] A
facts and circumstances that exist at that date. If, at the | «dgaJl Cunls 5] Ayl el3 0 doilall Logyhlig
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date of initial application, an entity concludes that it is

an investment entity, it shall apply the requirements of
paragraphs 70-73 instead of paragraphs 77-78.

T2y 73-70 wiliaall cildhio Gubi lgde wioy ailb
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70.

Except for any controlled entity that is consolidated in
accordance with paragraph 57 (to which paragraph 68
or paragraphs 77-78, whichever is relevant, apply), an
investment entity shall measure its investment in each
controlled entity at fair value through surplus or deficit
as if the requirements of this Standard had always been
effective. The investment entity shall retrospectively
adjust both the annual period that immediately precedes
the date of initial application and net assets/equity at the
beginning of the immediately preceding period for any
difference between:
a. The previous carrying amount of the controlled
entity; and
b. The fair value of the investment entity’'s investment
in the controlled entity.
The cumulative amount of any fair value adjustments
previously recognized directly in net assets/equity shall
be transferred to accumulated surplus/deficit at the
beginning of the annual period immediately pre- ceding

the date of initial application.

l8og l>ay0g7 ol lgule yhyuwo dgo (sl elifiwly
ciliaall of 68 paall lgie @ihii ill) 57 sjaall
dgall Gle vy (@ubill Lasilo yg4y L .78-77
$huu10 8g2 5 ;0 lgihlaiul gl of dyloilu
gl Las jasll gf gaslall Jus go alale)l dogall Lgule
Jasd of Loy .aylw Wil jueall 1as Oildhio cul4
gt sjiall go 18 29y il dylotiwl gl
olog Glodl @uhill Ayl duilio @uui il
ad)lull 8all @lay 6 @islall @gés /Jondll
‘od @10 sl Bpilo

q lgule thuwoll dgall as)lull dyioall doall
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71. Aninvestment entity shall use the fair value amounts that
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were previously reported to investors or to

management.
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72.

If measuring an investment in a controlled entity in
accordance with paragraph 70 is impracticable (as
defined in IPSAS 3), an investment entity shall apply the
requirements of this Standard at the beginning of the
earliest period for which application of paragraph 70 is
practicable, which may be the current period. The
investor shall retrospectively adjust the annual period
that immediately precedes the date of initial application,
unless the beginning of the earliest period for which
application of this paragraph is practicable is the
current period. If this is the case, the adjustment to net
assets/equity shall be recognized at the beginning of the

current period.

Juo 0 Lopw0 ga Lod) losll pe 3o ygiy Loaic
dgo o Jlodtwlll yulis (3 plell clbsll duulaoll
&b of ciy ails (70 8jaall Bog lgule Jhywo
Al &l 6 jleall 1am cilylhio dyjlodiwl dgall
-706M|@+b{®muﬂwluole4ﬁugﬁ46ﬂb
yoliwall Jasy ol viay allall 6jiall ¢g4i 26 (,illg
200 8o Guu GOl dygiudl ojial ey i
lgso gy 6416 Jayl &lay y4i allo oIl @ubil
6jiall o 688l oam Gubi loc ghoall o
ole drasill Bl oy @bl 0as (o9 aylall
pall @l o adloll @gés /Jonll ol

adlll
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73.

If an investment entity has disposed of, or has lost
control of, aninvestment in a controlled entity before the
date of initial application of this Standard, the
investment entity is not required to make adjustments

to the previous accounting for that controlled entity.

e Lgihuw 26867 of dyjlafiwl dgn 291w Loaic
Gubil 29U Ju6 lgile jhyuo dgo o jlaliwl
albo dyjlaiiwl dgall ooy U gusall 1ag) gl
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74. If, at the date of initial application, an entity concludes | aif Sl .ng_clll Gubill b 6 .dgall gplAad loaic .74
that it shall consolidate another entity that was not | jumol l&og leawgi al) ol (S}ji dgo gl L1y
consolidated in accordance with IPSAS 6, the entity shall OT agall Gle vigy dilo 6 plell glhsll duwlaall
measure the assets, liabilities and non- controlling | ¢ (poally Ciloljilllg Joeodl (ulsy o0gas
interests in that previously unconsolidated entity as if | gJ La4 Bylw 630gall e agall ¢y 0 opbpwall
that other entity had been consolidated from the date | (saJl aylil o C35g 28 spdl dgall ciils
when the entity obtained control of that other entity on | (g1l dgall lli le syl dgall awd Cuuwiil
the basis of the requirements of this Standard. The (JT dagall Lle vy Jlh=all 15s wllbio uuLwT(_.,J.c
entity shall adjust retrospectively the annual period | 2yl 6pulio ddylull dygiull 64isll (s=7) }JTJ Jasi
immediately preceding the date of initial application. | awo sl (sall Ayl gg4y Loaic .ngjJI Gubill
When the date that control was obtained is earlier than | Spllo &&yluwll 8pioll &lay Gy 2yl ga 6wl N
the beginning of the immediately preceding period, the | (§gq&s /Jgoll Olo) J1aeis- culi UT agall e
entity shall recognize, as an adjustment to net | i (GO (STJ-O}.UJLLD as;Lull 6pisll dylay 0 dxalall
assets/equity at the beginning of the immediately | p¢ ppallg wilboljildly  Jooll  $lo i
preceding period, any difference between: q 6phwall
a. The amount of assets, liabilities and non-controlling | dgall 20 dgaJl blijl déylwll dypioall dogdll .o

interests recognized; and sl
b. The previous carrying amount of the entity's
involvement with the other entity.

75. If measuring a controlled entity’s assets, liabilities and | Culoljilllg Jap Il Gulis olaell yé g0 g4y loaic .75

non-controlling interests in accordance with paragraph | 86q lgile phywall dgall 6buwall pe pnallg il

74(a) or (b) is impracticable (as defined in IPSAS 3), an

Jueo (6 woyRo ga lod) (W) of () 74 8y8all
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entity shall measure the assets, liabilities and non-
controlling interests in that previously unconsolidated
entity as if that entity had been consolidated from the
deemed acquisition date. The deemed acquisition date
shall be the beginning of the earliest period for which
the application of this paragraph is practicable, which

may be the current period.

ue poally wloljillly Joodl yubay pgai
o) Las &)l 83590l pe dgall elli 6 sphyuall
slgaiwdl Ayl go w3dg 26 dgall oam cuils
aly g Ppsall dlgaiwdl Ayl gy .Psall
035 Guhi liloc g4nall go low gg4y 8yid 1l

aylall sl (@ og4i 26 Lillg Bjaall
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76.

The entity shall adjust retrospectively the annual period
immediately preceding the date of initial application,
unless the beginning of the earliest period for which
application of this paragraph is practicable is the
current period. When the deemed acquisition date is
earlier than the beginning of the immediately preceding
period, the entity shall recognize, as an adjustment to net
assets/equity at the beginning of the immediately
preceding period, any difference between:
a. The amount of assets, liabilities and non-controlling
interests recognized; and
b. The previous carrying amounts of the entity's
involvement with the other entity.
If the earliest period for which application of this
paragraph is practicable is the current period, the
adjustment to net assets/equity shall be recognized at

the beginning of the current period.

aygiudl piall 9y Bl Jasr of dgall Gle iy
&yl ¢85 Al 1o 1o Il Gl gLt Bpislyo Ll
0as Gubi Hlac ghnoll go lgwo g4y bjio Juf
3lgaiwll A7 yg4y Loaic aylall spiall (o dysall
Culi Bpilso il 81l &l go il gosianll
o dralall Ggan /Jgndll olnl Waei dgall

ou @1 (sl Spdleo aabul syiall &lay

e poally cbljillly  Jooll sl
q !6phwoll
dgall dgall blil aalull qyicall awll .w

sl
oyaall 03m Gubi lass g9 ois 144l g4 Loaic
ol o6 vy gl vy @l spall a Llac
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If, at the date of initial application, an entity concludes
that it will no longer consolidate an entity that was
consolidated in accordance with IPSAS 6, the entity shall
measure its interest in the other entity at the amount at
which it would have been measured if the requirements
of this Standard had been effective when the entity
became involved with, or lost control of, the other entity.
The entity shall adjust retrospectively the annual period
immediately preceding the date of initial application.
When the date that the entity became involved with (but
did not obtain control in accordance with this Standard),
or lost control of, the other entity is earlier than the
beginning of the immediately preceding period, the
entity shall recognize, as an adjustment to net
assets/equity at the beginning of the immediately
preceding period, any differencebetween:

a. The previous carrying amount of the assets,

liabilities and non- controlling interests; and
b. Therecognized amount of the entity’s interest in the

other entity.

Jumal (Bog 3355 Cl8 il dgall T 2y 297 ol
agall yuwdi ol Liny dild 6 olell glhall duwlaall
oulaiw cils sl 2ol sl agall o Lgins
cruol Loaice dyjlw jueall 13 wildhio cuils gl a
lgilage aic of .0l dgall 20 dhiijo agall
il agall Jasi of viay sl agall Gle syl
Gubil 2y bpblio @uu il digiull 8jiall 22)
agall ao ol sall aylill gg4y Loaie (gl
Syl Lwisi o lgidlg) (spdll dgally dbyijo
le syl lgilags aic gf J(usall Iag) Bsg
adybull 68l &l @il )b go (a1l dgall
diasis wuli ol agall Gl vy ails Byl
ouall &l o @Ailall @§gds /Jgnll oln)
b &0 sl Bpblio daylul
Giloljilllg Jooll aslwll aypieall dowall
9 6pbywall yé (pnalig
sl agall 6 dgall dnal cuiall 2lall .

loil 1 gDl Guhill Ayl 6 .dgall (alai loaic .77
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78.

If measuring the interest in the other entity in
accordance with paragraph 77 is impracticable (as
IPSAS 3),

requirements of this Standard at the beginning of the

defined in an entity shall apply the

earliest period for which application of paragraph 77 is

agall ;6 anall yulis losll ye 3o gg4y loaic
Ju=o 0 Loy0 ga lod) 77 épall laog gl
dgall Gle vy ails (3 plell glbsll auwlaall
094y 80 14l @l o9 Jueall 1ae cillhio Gubi
094 16 llg Jlilac g4ao 77 syaall Gubi lgis

.78

69



dogeuull dyjell ddlaoll o plell glbsl duulbnall pleog aualao Juo
"8a0gall ddloll pilgall” 35 plall clball duwball jieoy 486 pall dwljall
02024 jlap]

Jbo| @i Jo
Jh=all (o6 i3)g L5 §y80ll @d)g i 1 j ole Juasl
(U/ psi) paall

lgaluwlg oty 2=l

practicable, which may be the current period. The entity
shall adjust retrospectively the annual period
immediately preceding the date of initial application,
unless the beginning of the earliest period for which
application of this paragraph is practicable is the
current period. When the date that the entity became
involved with (but did not obtain control in accordance
with this Standard), or lost control of, the other entity is
earlier than the beginning of the immediately preceding
period, the entity shall recognize, as an adjustment to
net assets/equity at the beginning of the immediately
preceding period, any difference between:

a. The previous carrying amount of the assets,

liabilities and non- controlling interests; and

b. The recognized amount of the entity's interest in the

29 Bl agall Jasi of gy adall sjiall (@

Gubill 2yl dpblo @i GUl dgiwll syiall
SubJ lgsd o5y 8116 1l &)l ¢85 @l Lo (Slodl
loaie .aylall gjiall o lloc ghoo 8)8all 03
20 dhyjo agall ao cuiynl sl aylill gg4y
0ag) l6g byl LLwisi ol lgidlg) (spadl agall
9o sl dgall Gl sphypull tiags ol Jjlsall
culi of Loy B pbilio asylull sjiall djlay @il Ayl
o aalall §g8o /Jgpll sln) Jyaeis .dgall
o4 G0 (sU pbilio a8yLull spiall &yl
ciloljililg Jopll aslwll &yisall dogall |
q 6pbuwoll pé anallg

spllagall 6 dgall anal cyiall glioll .0
8j80ll 03> Guby lgws 9% 811 1411 994y Loaic
9 diamill il ciay daglall sjiall s [lac 400

other entity. opall dlay o @slall Ggén /Japdll oo
If the earliest period for which application of this adlall
paragraph is practicable is the current period, the
adjustment to net assets/equity shall be recognized at
the beginning of the current period.
Effective Date gupudl ay)i
79. An entity shall apply this Standard for annual financial | aflgéll Jlc jueoll |3a @by UT agall e vuny 79 dig5 2022 powws 31 g9 jueall glpw 26 Jac
statements covering periods beginning on or after | powuys 31 (_,.DTJJJI_JUJ.D b2 Sl dygiowll dulloll oty ool elbsll duwball jleo @Guhil aaisall Ayl
January 1, 2017. Earlier application is encouraged. If an | J4 1l @uhill Ll 2aidyq Ayl ells ae gT 2022 dalooll (06
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entity applies this Standard for a period beginning
before January 1, 2017, it shall disclose that fact and
apply IPSAS 34, Separate Financial Statements, IPSAS
36, IPSAS 37, and IPSAS 38 at the same time.

31 Jis T 8)16 (e jueall 1as dgall Cidib 13]

olg dspanll eli ge anai of Loy 2022 joawys
afgsll 34 plall clbsll dulall juso @ihs
36 olall glball auwlaall Jueog dlasiall ddlall
4ol Jueog 37 ploll glbsll duulaall jieog

dwai c15gll 6 38 plall elball

(U/ psi) paall

79A Paragraphs 11, 12 and 13 were deleted and paragraph
8 was amended by 7he Applicability of IPSASs, issued
in April 2016. An entity shall apply those amendments

for annual financial statements covering periods

olall glbal duwlaall jueo (o 8j8all 0am Ci6aa] 179
I35

lglaal cithaei buip lgill 8p68ll 03m Cus3n
ogoy plell elhéll dygall dpwlaoll jyleo ulao
Gle @alizo Aylah cyao sl iljlan] o wleo

beginning on or after January 1, 2018. Earlier o wleal jlap| ol sle aiwall o)l clhsll
application is encouraged. If an entity applies the 220l glpw Ayl plell clhsl) dadgall duwlaoll
amendments for a period beginning before January 1,
2018, it shall disclose that fact.

79B Paragraph 6 was amended by IPSAS 39, Employee | glball duulaall juso o 888ll 0am Cuvan] .79 Lg.l:n:)l Gibael hup lgil 6eall oam Cwoan
Benefits, issued in July 2016. An entity shall apply that 35 plall Lngas oleoll gclhsll dadgall duwlball wlso (ulao
amendment for annual financial statements covering le delivo Aylgly oo (S}jT ljlao| gT Juleo
periods beginning on or after January 1, 2018. Earlier ) dwball jyleo Gubi dalooll (6 2aicl guo
application is encouraged. If an entity applies the o Wleal jlao| ol ol duall plll clhall
amendment for a period beginning before January 1, 20l glpw Ayl plell clhsl) daldqall duwlaoll
2018 it shall disclose that fact and apply IPSAS 39 at the
same time.

79C Paragraphs 4, 40, 56, 57 and 63 were amended by | clbéll duwlbboll Jueo o 68all 0am Cwoa0] 279 Lg.L’):)l wibael hup lgil 66all oam Cwoan
IPSAS 40, Public Sector Combinations, issued in [35 olsll Qi gy plell elbsl) dlgall duwlboll pleo (ulao

January 2017. An entity shall apply these amendments

Gle Laalino Aylaiy viyan gl iljlan] gl jlso

71



Ji=all 6 i0)g Las G801 ad)g i

dogeuull dyjell ddlaoll o plell glbsl duulbnall pleog aualao Juo
"8a0gall ddloll pilgall” 35 plall clball duwball jieoy 486 pall dwljall
02024 jlap]

JB| ai Jo
ole Jiasi lgsluwlg ciayasill

for annual financial statements covering periods
beginning on or after January 1, 2019. Earlier
application is encouraged. If an entity applies the
amendments for a period beginning before January 1,
2019 it shall disclose that fact and apply IPSAS 40 at the
same time.

(U/ p=i) 8)aall

anwboll jleo @Gubi @sloall (o aaicl oo

wleal jlabl Gaol e ol olell clbsll
20lg glpw 2yl plell glbsl) dlgall dwlball

79D Paragraph 52 was amended and paragraph 55A added

by IPSAS 40, Public Sector Combinations, issued in
January 2017. An entity shall apply these amendments
prospectively for annual financial statements covering
periods beginning on or after a date to be determined
by the IPSASB. Earlier application is permitted. If an
entity applies the amendments earlier, it shall disclose
that fact and, if it has not already done so, apply IPSAS

40 at the same time.

clball dulaall jheo 3o 68all 0am Cuvan] 279
35 plall

lglaal cithasei buip lgill 8j68ll 03s Cis3n
wogay olell glbsl) ddgall duwlball pleo ulao
ole dalizo aylgly vjao sl wljlan] gf jleo
wleal jlabl Gaol e dioll olell glball

20lg glpw i plell elbsl) adqall dnwball

79E. Paragraphs 22, 45, 52, 55A, 56, 58 and AG105 were

amended by IPSAS 41, issued in August 2018. An entity
shall apply these amendments for annual financial
statements covering periods beginning on or after
January 1, 2023. Earlier application is encouraged. If an
entity applies the amendments for a period beginning
before January 1, 2023 it shall disclose that fact and
apply IPSAS 41 at the same time.

clbsll auulhall oo go 8j8all 0am Cuban] 279
35 ol

lglaal viihaei buiy lgidl 8j68ll 0am Cis3n
wiogay olell glbsl) dgall duwlbaall pleo gulao
Gle dalizo Ayla cyan ol ciljlan)] of wleo
s anwball pleo Gubi d@loall L6 aaicl g
wleal jlabl Gaol Gle aiall ololl clball

20lg glpw 2yl olell clbsl) ddgall duwlbaoll
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80. When an entity adopts the accrual basis IPSASs as

defined in IPSAS 33, First-time Adoption of Accrual Basis
International Public Sector Accounting Standards
(IPSASs)for financial reporting purposes subsequent to

this effective date, this Standard applies to the entity's

olall clball duulaall pleo dgall @b loaic .80

—T_ 9

@620 @ lopws (@lantwll gulwl Gle diall
wleo Guhi 33 plol clball duslholl juso 6
wlwl o duall  olell  clbsl  dulaoll

(U/ psi) paall

annual financial statements covering periods beginning | Ayl 2y (PJLQ_” il Lp”_ﬁ_ﬂ 610 Jg_f/(_c'j[o"_v_&u_z// 1l
on or after the date of adoption of IPSASs Lo @b jbeal 13m glo b=l 13 glpw
Ty wiljio ey Lill agall dygiwdl aylall odlgal
a9 gl plell glhall duulaall pleo Gubi 2yl Lo
2yl el
Withdrawal and Replacement of IPSAS 6 (December 2006) nouyd) 6 olell elhsl duwlaoll jieo Jlauiwlg Lia
(2006
81. This Standard is issued concurrently with IPSAS 34 | 5l9]l clbhall duulooll jueo (o 6j8all 03 Ci6an] .81 LQbJT cidasiy by LQJ-jJ 6100l 0a® WO
Together, the two Standards supersede IPSAS 6 (35 Lingay ololl glball dgall duwlaoll wlso
(December 2006) IPSAS 6 remains applicable until o o il T " ""l i Lsz_o
IPSAS 34 and IPSAS 35 are applied or become effective, 0% ole e e i e S

whichever is earlier

awboll pleo Gubi asloall o aaicl oo
wleal jlabl Gaol e aioll olell glbal
-20lg glpw 2y olell clbsl) ddgall duwlaall
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This Appendix is an integral part of IPSAS 35.

Gubill tilaly)
35 ololl clbsl) duwlaall Jieo o fini U 6o Galall 13 22/

1. The examples in this appendix portray hypothetical situations although some aspects of the | 26 daliodl Liilgy (A= QT o ol aolisl b @aloll s 6 63)lgll aliodl angi .1
examples may be present in actual fact patterns, all facts and circumstances of a particular | 26lq buail Logihllg @ilanll 200 ougdi winy dledll 26lgll blail 0 639290 gai
fact pattern would need to be evaluated when applying IPSAS 35, Consolidated Financial .6a0gall dlall ailgéll 35 plell clbhsll duulhall jueo @ubhi aic (ueo
Statements.

Assessing Control 8ybuull pugds
2. To determine whether it controls another entity an entity shall assess whether it has all the | LgyaJ gl 15] Lo ,05_6_7 QT dgoll Gle vy dilo A(Sp'T dgo e phuwd ciils 5] o ayand 2
following: ‘Sl lo Js
a. Power over the other entity; g (Il dagall e dblw 1
b. Exposure, or rights, to variable benefits from its involvement with the other entity; and q sl dgall 20 lgblijl (o lgio Ggén Lgsal g4 gT opio golial (pPreii .

c. The ability to use its power over the other entity to affect the nature or amount of the | (0 206lall jlaéo gT doub e }.ULLU sl dagall Gle lgibluw olasiwl e 6jaall .o
benefits from its involvement with the other entity. sl agall lgbli)l
3. Considerationofthefollowing factors mayassistinmakingthatdetermination: :y20dl s ] aice ULL_um_Il 0 alull J.olg_v_ll 350 acluy U| Ghay .3

a. The purpose and design of the other entity (see paragraphs AG5-AGS8);

b. What the relevant activities are and how decisions about those activities are made (see
paragraphs AG13-AG15);

Whether the rights of the entity give it the current ability to direct the relevant activities of

the other entity (see paragraphs AG16-AG56);

C.

d. Whether the entity is exposed, or has rights, to variable benefits from its involvement with
the other entity (see paragraph AG57-AG58); and

e. Whether the entity has the ability to use its power over the other entity to affect the nature

oramount of the benefits from its involvement with the other entity (see paragraphs AG60-

AG74).

Gl = 5 @Guhil wblyl” wlisell }le lgaoniq (gl ch:,\JI g0 ol i
("8 Gubill
Gilisall }b.li) abuiidll el glin ciljlall sl dawrsg andl vils db.ﬁu’ill w2 b

UJ
q:("15 @ubil cilaliy) - 13 @uhil cilsbi)”

égall anll vy dbuiidll apngi le @bl 828l Lgaiod dgall @gan cuils 15 o .o
q:("56 @uhill culalil - 16 @uhill calalil” cilgall thail) sl

20 Lgbluijl go lguo @§gas lgia) gg4i gl dusio golial dnpeo dgall vuils 13 Lo .
q ("58 @uhill culaliy) - 57 @uhil calalil" calaall tail) . sys 1l agall

Gle wlil Il agall Lle lgiblw olasiwl (e 638l lgyal dgall ciils 15l o .o

60 Gubidll cilalin)” ciligall il (a0l dgally Lgblil o 2slioll jlago of dsub
(74 @ubill Cilaliy] -
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4. When assessing whether it controls another entity, an entity shall consider the nature of its

relationship with other parties (see paragraphs AG75-AG77).

@uhil cilaldy]
asub gluuall (o 350 ol agall Gle Loy sl dgo e phyws ciils 13] bo gy aic 4
('76 @ubill cilaliy) - 75 @ubill calabiy)” calyaall i) sl wslib il 2o Lgisile

Purpose and Design of another Entity

lgaranig sl dgall go gl

5. An entity shall consider the purpose and design of the entity being assessed for control in
order to identify the relevant activities, how decisions about the relevant activities are made,

who has the current ability to direct those activities and who benefits from those activities.

L0319 lgilc B3bw 3929 0681 il dgall atanig (pye oluwall 6 dgall 33U ol Liay .5
o)l 8jaall awal (o abuiidll el Jgo calyljall sladl s alodl cils abuiidl yani
Abugi Il elli (o auaiuy ¢oq dbuin Il elli angi le

6. When the purpose and design of the entity being assessed for control are considered, it may
be clear that the entity being assessed for controlis controlled by means of equity instruments
that give the holder proportionate voting rights, such as ordinary sharesg In this case, in the
absence of any additional arrangements that alter decision-making, the assessment of control
focuses on which party, if any, is able to exercise voting rights sufficient to determine the
operating and financing policies of the entity being assessed for control (see paragraphs
AG32-AG52). In the most straightforward case, the entity that holds a majority of those voting

rights, in the absence of any other factors, controls the other entity

of any 28 lgile By 2929 pga] il dgall ajanig ()¢ gluunll 6 25 loaic .6
arslall @980 Wilgal Gub ge 8buull 2045 lgde 8ihpw 2929 @1g8i aly il dgall
wlie o dlall oas o dolell aguwll Jio duwliio cygni @gén lglob aiai il
ayalo Ll opbyuul pighT Sy Jhall 2Ll dylac Jasi of lgilis oo aola] iy ol
Glwlpadl 20 @old Cygni §géo dwjlao Lo a0g gl 1P ggl Ul Lopbll
L] cljaell i) lgde 8jbuw 5929 @08l o) Ul dgall diligoilly &l
aplel elliay Ll dgall fhywi Bgog sl Al o (52 @Gubi wlaliy)-32 Gubs
sl agall Gle (sl dolge o wlie 6 Ll cygoill Ggan

7.  To determine whether an entity controls another entity in more complex cases, it may be

necessary to consider some or all of the other factors in paragraph AG3

japall 5o ggsy 26 J3usei 151 lb 6 ol dga Gle thuwidgall l8 15] o 2yaailg 7
"3 @uhill cilaliyl” seall (6 83jlgll s Il Jolgell J5 ol iy gluwall (6 231l

8. \oting rights may not be the dominant factor in deciding who controls the entity being
assessed for control. If there are voting rights they may be limited in scope. The relevant
activities of the entity being assessed for control may be directed by means of binding
arrangements or provisions in founding documents such as articles of association or a
constitution.In such cases, an entity's consideration of the purpose and design of the entity
being assessed for control shall also include consideration of the risks to which the other
entity was designed to be exposed, the risks it was designed to pass on to the parties involved
and whether the entity is exposed to some or all of those risks. Consideration of the risks

includes not only the downside risk, but also the potential for upside.

Gl agall Gle thuwy sall go 2335 o gosgall Jolall oo cugnill §gas aei U 25 .8
albill 639300 9947 26 Lgild ygni @§gas wlia iils 15]g Lgule sphyw 3909 098
Sl @ub oc laile 8ibyw 9929 g8y il dgall dlnll vl dbulill gl joaug
0aa Jio ;09 .(P_uJLqu.” ol gl yupwldl 28e Jio dpuwli @ilig 0 olaol gl dojlo
2929 098] Ul dgall aanig (pie gluwall o dgall 351 Jabiy of Loy il
0943 Il agall ciaod Sl pblall gluwall o 3501 Gle - eyl - lgie sy
agall cuils 13] Log WLgy dbuijoll Lolib Il | el croad il iblaollg lg) dsyeo
iblan bao gluuall (o yblaall 231 Jaidy Ug jblaall el gwas of ey dojeo
Ggoa 8lal aous 6 dgenll duldo] loul galg adlall Ggan 6lal aous o baigll
a4lall

75



dogeuull dyjell ddlaoll o plell glbsl duulbnall pleog aualao Juo
"8a0gall ddloll pilgall” 35 plall clball duwball jieoy 486 pall dwljall
02024 jlap]

Application Guidance

Gubill tilaly)

Power

dbJull

9. To have power over another entity, an entity must have existing rights that give it the current
ability to direct the relevant activities For the purpose of assessing power, only substantive

rights and rights that are not protective shall be considered (see paragraphs AG25-AG31).

6128l Lgaiaj dail (§eio dgall gg4i ol iy (sl 3go e dblu lgial vt A 9

olundl (56 25§ ol vuny éblull a)gél dpelg dlnll vils dbuii Il apgi Gl allall

cilsliyl wihsall ihil) wlos Ggan asi U Gl @ganllg gulwll Ggeall clli bao
(31— 25 @Guhill

10. The determination about whether an entity has power depends on the relevant activities, the | il agybll leq .alnll «ils dbuiidll e @bl Lgyad dgall cuild 13] bo ayani casgiy 10
way decisions about the relevant activities are made and the rights of the entity and other | ilgallg dall (sa) Sl Ggdall Lleg Jdlnll wils dbuiiIb asleiall culjlall Lgy aaii
entities in relation to the potentially controlled entity. Lode 6pbull Jainall dgall @lei lows (gl

11. An entity normally will have power over an entity that it has established when the constituting | syl gT U.LLLLLJLL” déyiq 22aj loaic l_g_uJ.LuJLLJ Ciols dgo e dblw 8ale dgall g4y .11
document or enabling legislation specifies the operating and financing activities that are to be | ol .25 (o acl dgall Iy Jud (o 35ilw il dlygaillg dulye il dhdu ] L'BE).E)JI
carried out by that entity. However, the impact of the constituting document or legislation is | L1y cuo (oIl 625wl Logihll cqn 0 Giball 2yl gT UJ.LLUJLL” déyiq }JT pJgQ_I
evaluated in the light of other prevailing circumstances, as all facts and circumstances need | (e dblw cllai dgo ciils 5] Lo pJgQJ_ aic gl 6 cogibllg @il6all 2100 2545 (_'JT
to be considered in assessing whether an entity has power over another entity. For example, | Jo=i pgbig duny dgo (e dbluw LsT doqanll ellai J 26 Jliall Juuw Sle .(SpT dgo
a government may not have power over a research and development corporation that | (sle (s jol upisi gT 2l ells gls 15] =0 2100l (6 32009 ade (Panio Hygal
operates under a mandate created, and limited, by legislation if that or other legislation doginll 6] emai U (SpT wilgo Gl alodl wils abuii Il angl) abludl Jygod
assigns power to direct the relevant activities to other entities that are not controlled by the
government

Regulatory Control dwouidl 6 byl

12. Regulatory control does not usually give rise to power over an entity for the purposes of this
Standard Governments and other public sector bodies, including supranational bodies, may
have wide ranging powers to establish the regulatory framework within which entities
operate, to impose conditions or sanctions on their operations and to enforce those conditions
or sanctions. For example, governments and other public sector bodies may enact regulations
to protect the health and safety of the community, restrict the sale or use of dangerous goods
or specify the pricing policies of monopolies However, when regulation is so tight as to

effectively dictate how the entity performs its business, then it may be necessary to consider

169 Jueall las phed dgn Gle dhlw ¢iliol ] 8ale dobiil syl (sa8i 1.12
wilolny aibgll wligll ells Lo Ll (spdl plell elhall wilieg wloginll gioi
lgiblac Gle vlige of bopd gajely wilgall ap Josi ol jlb] aog) doulg
wliys go opég Wlogiall pgai 26 Jlall Juw Gle .wlgasll gl bgpidl elli sleilg
spball 2Ll olaaiwl gf 2y awdiq 2ainall dollwg éao dlon) aflg) quw olell clball
Cuy 130 dojlo @bl gg4d loaic w3 o aedl ciljlaiv Ul pouwd lwluw 2395 gl
0 01 gl sjgpnll go gady 280 gllac D dgall Aol dars Jelo gai Gle Glaj
Apouhidl agall u6 o ayle yhyiall ¢gill o g dgall apanig aie L8 13] Lo gluusll
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whether the purpose and design of the entity is such that it is controlled by the regulating

entity.

Gubill tilaly)

Relevant Activities and Direction of Relevant Activities

alndl il dhuvdll awogig dlodl cils dhuiidl]

13. For many entities, a range of operating and financing activities significantly affect the benefits
they generate. Any activity that assists in achieving or furthering the objectives of a controlled
entity may affect the benefits to the controlling entityExamples of activities that, depending on

the circumstances, can be relevant activities include, but are not limited to:

goliall Gle ago Jauiy abgaillg ddye il abhuii Ul §lbi g8y lgall go pis) il 13

0 Lgle Jbyuoll dgall Lolaal i of @46 ;6 acluy bL ST 58 289 Laalgi il

wils bl a7 of ghoy il dbuii Dl dliol (og .6pbuwall dgall Lle agei il 2oliall
(lgile 6yol6 Cuyg) Sl o woghll Luway dlo

a. Using assets and incurring liabilities to provide services to service recipients; g :do3all élio) wiloaall aya6il wiloljil Ul auhig Jandll olaaiwl 1
b. Distributing funds to specified individuals or groups; g 63200 Wlcgooo gl D|}.O| e Jlgol jgi
c. Collecting revenue through non-exchange transactions; g ddolil pe Gdloleall JUS o clalpll Juood .o
d. Selling and purchasing of goods or services; g 'wloas gT 2oy clpg 2u 2
e. Managing physical assets; g :@aloll Joodl gjla] .
f. Managing financial assets during their life (including upon default); {(5lawll ge calaill aic els o ly) pac J1b dllall Jandlgjlal g
g. Selecting, acquiring or disposing of assets; q ‘l@sloyiwl gT LaSliisl gT Jao Il sl
h. Managing a portfolio of liabilities; q 'Wlolfil go dbano 6)la] .o
i. Researching and developing new products or processes; and q 62520 Whlac gT Cilaiial pabillg cundl b
j. Determining a funding structure or obtaining funding. Jrgadll e Jgpall gl Jgai JAum 2y (s
14. Examples of decisions about relevant activities include but are not limited to: Llgile yoisi U lgislg (ol Lo dlnll wils dbhuii JI ULuu gl éliol g0 .14
i

a. Establishing operating and capital decisions of an entity, including budgets; and
b. Appointing and remunerating an entity's key management personnel or service providers

and terminating their services or employment

g9 'Wlijlgall ells (6 Loy dgall chLo.uJIJg duluo i Caljlps aladl
08B g7 gl agiloas clgilg doaall o280 gl jlaul Labgo jus slolbog gusi .o

15. In some situations, activities both before and after a particular set of circumstances arises or
event occurs, may be relevant activities When two or more entities have the current ability to
direct relevant activities andthose activities occur at different times, those entities shall
determine which entity is able to direct the activities that most significantly affect those

benefits consistently with the treatment of concurrent decision-making rights (see paragraph

Jib ol Loghll o dwo dcgano cgii anig Jib abuindl 2y a5 bl hey o .15
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(28 syaall phil) aioljiall jljall 5ladl Ggao dalleo 20 Gui J4uiy goliall clli Jc ogo

77



dogeuull dyjell ddlaoll o plell glbsl duulbnall pleog aualao Juo
"8a0gall ddloll pilgall” 35 plall clball duwball jieoy 486 pall dwljall
02024 jlap]

Application Guidance
28). The entities concerned shall reconsider this assessment over time if relevant facts or

circumstances change

Gubill tilaly)

sl Jb 6 cibgll jap0 0 ughlll 1am (46 il el of usall Cilgall Lle Linyg
Aol cils gl of @ilaa

16. Power arises from rights. To have power over another entity, an entity musthave existing rights | lgiaJ g4y ol Loy A(S}jT dgo e dblw dall gy Alg .(Gganll o dblull Lo 16
that give the entity the current ability to direct the relevant activities ofthe other entityThe rights | 36q .1l dgall dlnll wily dbuiilll angi e adlall 6jaall lgaiai dafls (Gqan
that may give an entity power can differ. ablull bo dgo aind 26 Il Gganll caliag

17. Examples of rights that, either individually or in combination, can give an entity power include | I Lo .dbluwll doaino gT 61j0i0 6jgny dgo odaj UT ohoy Gl (@génll éliol oog 17

but are not limited to:

a. Rights to give policy directions to the governing body of another entity that give the holder
the ability to direct the relevant activitiesof the other entity;

b. Rights in the form of voting rights (or potential voting rights) of another entity (see
paragraphs AG32-AG52);

c. Rights to appoint, reassign or remove members of another entity’s key management
personnel who have the ability to direct the relevant activities;

d. Rights to appoint or remove another entity that directs the relevant activities;

e. Rights to approve or veto operating and capital budgets relating tothe relevant activities of
another entity;

f.  Rights to direct the other entity to enter into, or veto any changes to, transactions for the
benefit of the entity;

g. Rights to veto key changes to the other entity, such as the sale of a major asset or of the
other entity as a whole; and

h. Otherrights (such as decision-making rights specified in a management contract) that give

the holder the ability to direct the relevant activities.

:(Lg_l_LC ......-IJ (P’.ulg)
ohei Gill sl dgall daslall dfgll Gl ilwluwl dalsio gy dlbe] @gan |
g s 0l dgall doll vuls dbuin Il angi e 8jaall Lglob
wilgall (hil) sl agall (didao cygni Ggéo gl) cugni Ggén JAu 6 @§géo
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q:(52 @uhil cilaliy) - 32 @Gubil vilaly)

0l agall 6 ola Ll abgo 15 4o clirel Jic gf gusi o3le] of gusi @ead> 2
q &l vily dabuiidll gy Lle 8ja8ll agya) gl

q @l vils abuiidl angi ol dgo Jjc gl pusi @gés .o
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Aol caly dbuii Il angi e 6)a8l

18. In considering whether it has power, an entity will need to consider the binding arrangements
that are in place and the mechanism(s) by which it has obtained powerWays in which an
entity may have obtained power, either individually or in combination with other

arrangements, include:

a. Legislative or executive authority;

olwnll o 350 of agall Gle gueinw bl Ll cwld 15] b gluwal 6 3501 aic .18
@bl Jouinig ablull e lgingas vulns Gill (W) & Dlg daflall aoplall colusiyll
il 20 glyis Ul of &34 8igoy Lol dblull Gl Lgws Joai ol o agal gioy il
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b. Administrative arrangements;
c. Contractual arrangements;
d. Founding documents (for example, articles of association); and

e. \oting or similar rights
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19. To determine whether an entity has rights sufficient to give it power, the entity shall also | 0 2l UT dgall Gle vy abluldl Igaind @wsld (Ggdn dago (sa) g 15] o yanilg .19
consider the purpose and design of the other entity (see paragraphs AG5-AG8) and the | culdhiallg (8 @Guhi—5 @ubi ciligall }in) sl agall awanig e LEUTULuu:)JI
requirements in paragraphs AG53-AG56 together with paragraphs AG20-AG22. 22 Gubhi - 20 Gubhiulgall Liib (JI 56 Gubi - 53 Gubi wilgaell (6 8a)lgll

20. Insome circumstances it may be difficult to determine whether an entity's rights aresufficient | lgaial &ol5 Lo dgo (Ggéo il 15] lo 33205 Logihll hey 0 Lienll go gady 25 .20

to give it power over another entity. In such cases, to enable the assessment of power to be
made, the entity shall consider evidence of whether it has the practical ability to direct the
relevant activities unilaterally.Consideration is given, but is not limited, to the following, which,
when considered together with its rights and the indicators in paragraphs AG21 and AG22, may

provide evidence that the entity’'s rights are sufficient to give it power over the other entity:

a. The entity can, without having the contractual right to do so, appoint or approve the other

entity's key management personnel who have the ability to direct the relevant activities;

b. The entity can, without having the contractual right to do so, direct the other entity to enter

into, or can veto any changes to, significant transactions for the benefit of the entity;

c. Theentity can dominate either the nominations process for electing members of the other

entity’'s governing body or the obtaining of proxies from other holders of voting rights;

d. Theother entity’'s key management personnel are related parties of the entity (for example,

the chief executive officer of the other entity and the chief executive officer of the entity

are the same person); or

e. The majority of the members of the other entity’s governing body are related parties of the

entity
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21. Sometimes there will be indications that the entity has a special relationship with the other
entity, which suggests that the entity has more than a passive interest in the other entity. The
existence of any individual indicator, or a particular combination of indicators, does not
necessarily mean that the power criterion is metHowever, if an entity has more than a passive
interest in another entity this may indicate that the entity has other related rights sufficient to
give it power or provide evidence of existing power over another entity For example, the
following suggests that the entity has more than a passive interest in the other entity and, in
combination with other rights, may indicate power:

a. Therelationship between the entity and the other entity’s operations is one of dependence,
such as in the following situations:

i. The entity funds a significant portion of the other entity’'s operations and the other
entity depends on this.

The entity guarantees a significant portion of the other entity’s obligations, and the
other entity depends on this.

iii. The entity provides critical services, technology, supplies or raw materials to the

other entity, and the other entity depends on this.

iv. The entity controls assets such as licenses or trademarks that are critical to the
other entity’s operations and the other entity depends on this
V. The entity provides key management personnel to the other entity (for example,

when the entity’'s personnel have specialized knowledge of the other entity's
operations) and the other entity depends on this.
b. A significant portion of the other entity’s activities either involve or are conducted on
behalf of the entity.
c. The entity's exposure, or rights, to benefits from its involvement with the other entity is
disproportionately greater than its voting or other similar rights. For example, there may

be a situation in which an entity is entitled, or exposed, to more than half of the benefits of

the other entity but holds less than half of the voting rights of the other entity.
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22. Public sector entities often have special relationships with other parties as a result of the | Culpi§all dauii (gl Lolibll 20 dnly wils e ololl clhall cilgs (s g4y bo Wle .22
indicators listed in paragraph AG21. Public sector entities often fund the activities of other | <ulgall &bl ol elball wilgs Jgai o Wleg .21 @ubil cilaliy] syaall 0 83lg]l
entities Economic dependence is discussed in paragraphs AG41 to AG42 aydll s 42 @ubhill aibliy] - 41 Gubil bl whssll usli (sl

Aolnis Ul

23. The greater an entity's exposure, or rights, to variability of benefits from its involvement with | 20 labljjl 4o d88aioll golioll Ui (6 lgdgsn gT 20liall el dgall (=i olj lals .23
another entity, the greater is the incentive for the entity to obtain rights sufficient to give it | . Jllbg .dbluwll lgaial d16l5 g6 (e Jgnall dgall 2615 olj Lol oIl agall
power. Therefore, having a large exposure to variability of benefits is an indicator that the | ¢yl .dblw lgia) yg4y 26 dgall QT Sle Tbgo a9) goliall wsil sl el ulo
entity may have power. However, the extent of the entity's exposure does not, in itself, | .1l dgall Lo dbluw dgall cuils 13] bo .aild any dgall (B (s20 330y U .2lls o
determine whether an entity has power over the other entity

24. When the factors set out in paragraph AG20 and the indicators set out in paragraphs AG21- | Wlpwgallg 20 @Gubhill Wislwy] 6j6all o6 diyall Jolgell gluuall (6 2587 loaic .24
AG23 are considered together with an entity's rights, greater weight shall be given to the | .dgall §géo wiily I 23 Gubill I_J|3LUJJ1 =21 Gubil Wilbluy] whsall (6 63)lg]l
evidence of power described in paragraph AG20. 20 Gubil wlalu)] 860l (L6 agall dbludl e Jdall p.ST ujq clbe] Ly

Substantive Rights wulw Il Gqaall

25. An entity, in assessing whether it has power, considers only substantive rights relating to | déleioll Gulwll GgaJl dblw lg) cuils 13] lo pygdi aic luwall 0 dgall 35l .25
another entity (held by the entity and others). For a right to be substantive, the holder must | «iolo g4y UT Y] Ll Gl 2y (Sing (ggplg dgall lgalia L_,.L”) ol agall
have the practical ability to exercise that right GoJl 13 duwjloo e ddosll 6ja8)l aya) gall

26. Determining whether rights are substantive requires judgment, taking into account all facts | @&Jléall 2100 éleljo 20 duigo p[ﬁ.:)T aladl uul.uJT Gganll ciils 15 lo ayani by .26

and circumstances. Factors to consider in making that determination include but are not
limited to:
a. Whether there are any barriers (economic or otherwise) that prevent the holder (or holders)
from exercising the rights. Examples of such barriers include but are not limited to:
i. Financial penalties and incentives that would prevent (or deter) the holder from
exercising its rights.
ii. An exercise or conversion price that creates a financial barrier that would prevent
(or deter) the holder from exercising its rights.
iii. Terms and conditions that make it unlikely that the rights would be exercised, for

example, conditions that narrowly limit the timing of their exercise.
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iv. The absence of an explicit, reasonable mechanism in the founding documents of
another entity or in applicable laws or regulations that would allow the holder to

exercise its rights

V. Theinability of the holder of the rights to obtain the information necessary to exercise
its rights.
vi. Operational barriers or incentives that would prevent (or deter) the holder from

exercising its rights (eg., the absence of other managers willing or able to provide
specialized services or provide the services and take on other interests held by the
incumbent manager)

vii. Legal or regulatory requirements that limit the manner in which rights may be
exercised or that prevent the holder from exercising its rights (eg., where another
entity has statutory powers which permit it to operate independently of the
government or where a foreign entity is prohibited from exercising its rights)

b.  When the exercise of rights requires the agreement of more than one party, or when the
rights are held by more than one party, whether a mechanism is in place that provides
those parties with the practical ability to exercise their rights collectively if they choose to
do so.The lack of such a mechanism is an indicator that the rights may not be substantive
The more parties that are required to agree to exercise the rights, the less likely it is that
those rights are substantive. However, a board of directors (or other governing body)
whose members are independent of the decision maker may serve as a mechanism for
numerous entities (or other parties) to act collectively in exercising their rights Therefore,
removal rights exercisable by an independent board of directors (or other governing body)
are more likely to be substantive than if the same rights were exercisable individually by

a large number of entities (or other parties).
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c. Whether the party or parties that hold the rights would benefit from the exercise of those | «Jliall Juw (slc) (S}jTITJLJ,UJ_U agoll auoiwi oaic gT daypo 6lal (yg4i loaic bl
rights For example, the holder of potential voting rights in another entity (see paragraphs | .6ladll Jigai gT dwjloo 30 (sl dgallg dgall g ggled vals e sl @Guyb e
AG49-AG52) shall consider the exercise or conversion price of the instrument. The terms
and conditions of potential voting rights are more likely to be substantive when the
instrument is in the money or the entity would benefit for other reasons (eg., by realizing
synergies between the entity and the other entity) from the exercise or conversion of the
instrument
27. To be substantive, rights also need to be exercisable when decisions about the direction of UcLuu Slylpall slaid sl aic dwjlaol) alls (jgad UT lgojl uuhuT Ggéall 29j Jin .27
the relevant activities need to be made Usually, to be substantive, the rights need to be | alild (yg4j UT vy Lgilo UJJLLLJT @Ggdall 29i (5 oleg Aol wilb dbhuiidl angy
currently exercisable However, sometimes rights can be substantive, even though the rights | oIl A= &0 uulmT Ggd]l 2xi U'T ghoy els go el Jbll cusgll (6 duwjlool)
are not currently exercisable. Sl cusgll (o duylool) alls couy LQJT a0 acpl
28. Substantive rights exercisable by other parties can prevent an entity from controlling the | éybuull (1o dgall (SpT l_Dl}bT J16 0 duwjloal) ablall (_}JJ[JJJT G986l 2i0i QT GAoug .28
entity being assessed for control, to which those rights relate Such substantive rights do not | o wuhii g .§gdall elli lgy @leii Ulg lgile 8ibuw 1gag 098 il agall e
require the holders to have the ability to initiate decisions As long as the rights are not merely | (§q&all UT Lollbg .wljlall aladl Sle 6ja8)l agial gg4 UT lgiloby (o Gulwill Ggaall
protective (see paragraphs AG29-AG31), substantive rights held by other parties may prevent QT Aoy (31 @Gubill bbby - 29 @ubdl wlbbdy] ailjsall }J:ui) aloo (§gdo iyl
the entity from controlling the entity being assessed for control even if the rights give the pgﬁj Sl dgall Gle 6yl o dgall (_ng LOlJ.bT lgaliai Ul owlwill gganll eiai
holders only the current ability to approve or block decisions that relate to the relevant activities gT slaicl e dadbll 6jaall hao lgdolby adnd (Ggandl cuild glg i Lgule 6w 3g0g
alpll culs dbuin b @l (Ul calylall Aoy
Protective Rights alan]l Ggén
29. In evaluating whether rights give an entity power over another entity, the entity shall assess | ug&j dgall (Jle iy A(Spi dgo e dblull dgall aind (§gandl cuils 5] bo oygéi aic .29
whether its rights, and rights held by others, are protective rights Protective rights relate to | (§qé5 huijiq .alon §gén 297 (gl Lgaliay Sl @génllg (ladgdn wuils 13] Lo
fundamental changes to the activities of another entity or apply in exceptional circumstances. | acyly .aliiw Ul cogihll o Gihi gT (Sp'T dgo abuiil o0 auwlw I lpueill dlanll
However, not all rights that apply in exceptional circumstances or are contingent on events | ulanb dbgpirall gT aliw Ul Logihll o (Gibi Gl (§gdall gran axi U wells o
are protective (see paragraphs AG15 and AG55) (55 @ubill cilaliyl” g 15 @Gubill cilaliy]" pujsall J.bJT) alan §géo (o@
30. Because protective rights are designed to protect the interests of their holder without giving | (sl dbdul Lophll 3 aio g Llgallo allow @lon] doano dlanll Ggén o Tk .30
that party power over the entity to which those rights relate, an entity that holds only protective OT Aoy U dloo (Ggdn bhao cllini il dgall ylo (Gganll elli lgy buiy il dgall
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rights cannot have power or preventanother party from having power over the entity to which | (§gaaJl elli lgy bhuip Ul dgall (e dbluwll ad diol o p'T wopb 2007 gT abluwll elliaj
those rights relate (see paragraph 29). (29 aps0ll )b_li)
31. Examples of protective rights include but are not limited to: (Sl Lo- Gle ppisi Il oag- dilan]l (§gén éliol o .31

a. A lender's right to restrict a borrower from undertaking activities that could significantly | yblho 30 ago JAuy psi UT Aoy &bl 40l yo PHG0 2nbi (6 P80 (G 1
change the credit risk of the borrower to the detriment of the lender. ool wlbus e (ppigall gl Ul

b. The right of a party holding a non-controlling interest in an entity to approve capital | il d_lJ[o_mTJJl wlseill e dasolgall dgo (0 6o pe dpo elliog Loib @ .
expenditure greater than that required in the ordinary course of business, orto approve the ulg:i JIao| Gle dsolgall gT el Jlacdl Gluw 0 wolbo ga o e yji
issue of equity or debt instruments. W2 QIgJT gT aslo §gén

c. The right of a lender to seize the assets of a borrower if the borrower fails to meet | 3louw bgj clogiuwl 0 dpsall Juuo) loaic goyisall Jg.DI 8)olbo (6 PRi0 G 2
specified loan repayment conditions. 63200l (ool

d. The right of a regulator to curtail or close the operations of entities that are not complying gT daohill pjili U Sl wigall wldae @1le] gT pulsi o dohio dgy G >
with regulations or other requirements.For example, a pollution control authority may be | @§dl¢| le 6)3l6 Cuglill daslbo dhlw g4i 26 Jladl Juw e s oldbhiall
able to close down activities of an entity that breaches environmental regulations Al daabilll callag il dgall abuiul

e. The right to remove members of the governing body of another entity under certain | .JUaJl Juuw (sle 63160 Log cuai s Il dgall daslall dlgll clerel Jic 0@l
restricted circumstances. For example, a state government may be able to remove or | Cuil4 13] j3T gueig &l gud) Joc @ulei gT Jic e 8216 *aylgll dogan gl
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f. The right of the government to remove tax deductibility for contributions to a not-for-profit 000 JAuuy LQJb.u.UT gT Lg_ob@T agall
entity if the entity significantly changes its objectives or activities QT.; Apall deeasll @eni db o dllball o dpd dueonl ojlgall jogidgn Go

g. The right of an entity providing resources to a charity to demand that, if the charity were | (o o¢ll) .dlilao abuil 0087 duw§o (Sle apall danll JgDT oo 2ijgi aiy
to be liquidated, the net assets of the charity would be distributed to an organization | 0lo lgile gjgiuw Ul dgall b Jhuy 2201 dblully giall dgall vuils 15] wells
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specifically to where the charity's net assets would be distributed upon liquidation, the Slaupadl aeanlly
entity would have substantive rights in relation to the charity).
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32. Where an entity has voting or similar rights in respect of another entity, an entity should
consider whether those rights give it the current ability to direct the relevant activities of the
other entity. An entity considers the requirements in this section (paragraphs AG33-AG52) in

making thatassessment.
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Power with a Majority of the Voting Rights

cugndll Ggan duwel 20 bkl

33. An entity that holds more than half of the voting rights of another entity has power in the
following situations, unless paragraph AG34 or paragraph AG35 applies:
a. The relevant activities are directed by a vote of the holder of the majority of the voting
rights; or
b. A majority of the members of the governing body that directs the relevant activities are

appointed by a vote of the holder of the majority of the voting rights.
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Majority of the Voting Rights but no Power
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34. For an entity that holds more than half of the voting rights of another entity, to have power
over that other entity, the entity's voting rights must be substantive, in accordance with
paragraphs AG25-AG28, and must provide the entity with the current ability to direct the
relevant activities, which often will be through determining operating and financing policies. If
another entity has existing rights that provide that entity with the right to direct the relevant
activities and that entity is not an agent of the entity making the assessment of control, the

entity making the assessment of control does not have power over the other entity.
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35. An entity does not have power over another entity, even though the entity holds the majority
of the voting rights in the other entity, when those voting rights are not substantive For
example, an entity that has more than half of the voting rights in another entity cannot have
power if the relevant activities are subject to direction by a government, court, administrator,

receiver, liquidator or regulator.
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Power without a Majority of the Voting Rights
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36. An entity can have power even if it holds less than a majority of the voting rights of another
entityAn entity can have power with less than a majority of the voting rights of another entity,

for example, through:

a. The power to appoint or remove a majority of the members of the board of directors (or
other governing body), and control of the other entity is by that board or by that body (see
paragraph AG38);

b. A binding arrangement between the entity and other vote holders (see paragraph AG39);

c. Rightsarising from other binding arrangements (see paragraph AG40);

d. The entity’s voting rights (see paragraphs AG37 and AG43-AG48);

e. Potential voting rights (see paragraphs AG49-AG52); or

f. A combination of (a)-(e).
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Special Voting Rights Attaching to Ownership Interests (Golden Shares)
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37. An entity may have the right of decisive vote, thus to veto all other voting rights of another
entity This type of right is sometimes referred to as a “golden share” Such special voting
rights may give rise to powerUsually these rights are documented in the founding documents
of the other entity (such as articles of association), and are designed to restrict the level of
voting or other rights that may be held by certain parties They may also give an entity veto
powers over any major change in the other entity, such as the sale of a major asset or the sale

of the other entity as a whole.
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Control of the Board or Other Governing Body
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38. An entity may have the power to appoint or remove a majority of the members of the board of
directors (or other governing body) as a result of binding arrangements (including existing

legislation, executive authority, regulation, contractual, or other arrangements).
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Binding Arrangement with Other Vote Holders
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39. Abinding arrangement between an entity and other vote holders can give the entity the right
to exercise voting rights sufficient to give the entity power, even if the entity does not have
voting rights sufficient to give it power without the binding arrangement However, a binding
arrangement might ensure that the entity can direct enough other vote holders on how to vote

to enable the entity to make decisions about the relevant activities.

@983 dwjlao ;6 @l agall gyl wignl lobog &g ¢ plo L aiay of g 39

@ubill cilalid]
lgoial @uols Cugni @§gen dgall (sa) g4y @l 15] b dblull lgaie) @sls Cugnd
dgall bl gl pjlo v iy gany gl ghoy s go aé b ofloll cuipill gga dblull
s slail go dgall el cugnill ders Jgo wld Jauiy gl cilgnl Lol gl
Aol el abuiudl gliy

Rights from Other Binding Arrangements
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40. Other decision-making rights, in combination with voting rights, can give an entity the current
ability to direct the relevant activities. For example, the rights specified in a binding
arrangement in combination with voting rights may give an entity the current ability to direct
the operating or financing policies or other key activities of another entity that significantly
affect the benefits received by the entity. However, an entity would not control another entity if
that other entity were able to determine its policy or program to a significant extent, (for
example, by failing to comply with the binding arrangement and accepting the consequences,

or by changing its constitution or dissolving itself).
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Economic Dependence
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41. Economic dependence, alone, does not give rise to power over an entity for the purposes of
this Standard. Economic dependence may occur when:

a. An entity has a single major client and the loss of that client could affect the existence of
the entity’s operations; or

b. Anentity's activities are predominantly funded by grants and donations and it receives the

majority of its funding from a single entity.
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42. An entity may be able to influence the financial and operating policies of another entity that

is dependent on it for funding. However, a combination of factors will need to be considered
to determine whether the economic dependence is such that the economically dependent
entity no longer has the ultimate power to govern its own financial or operating policies. If an
economically dependent entity retains discretion as to whether it will take funding from an
entity, or do business with an entity, the economically dependent entity still has the ultimate
power to govern its own financial or operating policies. For example, a private school that
accepts funding from a government but whose governing body has retained discretion with
respect to accepting funds or the manner in which those funds are to be used, would still have
the ultimate power to govern its own financial or operating policies. This may be so even if
government grants provided to such an entity requires it to comply with specified conditions.
Although the entity might receive government grants for the construction of capital assets and
operating costs subject to specified service standards or restrictions on user fees, its
governing bodies may have ultimate discretion about how assets are used; the entity would
therefore controlits financial and operating policies. It is also important to distinguish between
the operations of an entity and an entity itself The loss of a major client might affect the viability

of the operations of an entity but not the existence of the entity itself.
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The Entity’s Voting Rights
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43. An entity with less than a majority of the voting rights has rights that are sufficient to give it

power when the entity has the practical ability to direct the relevant activities unilaterally.
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44, When assessing whether an entity’s voting rights are sufficient to give it power, an entity
considers all facts and circumstances, including:

a. Thesize of the entity’s holding of voting rights relative to the size and dispersion of holdings
of the other vote holders, noting that:

i. The more voting rights an entity holds, the more likely the entity is to have existing

rights that give it the current abilityto direct the relevant activities;
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The more voting rights an entity holds relative to other vote holders, the more likely
the entity is to have existing rights that give it the current ability to direct the relevant
activities;
iii. The more parties that would need to act together to outvote the entity, the more likely

the entity is to have existing rights that give it the current ability to direct the relevant

activities;
b. Potential voting rights held by the entity, other vote holders or other parties (see
paragraphs AG49-AG52);
c. Rightsarising from other binding arrangements (see paragraph AG40); and

d. Any additional facts and circumstances that indicate the entity has, or does not have, the
current ability to direct the relevant activities at the time that decisions need to be made,

including voting patterns at previous shareholders’ meetings
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45. When the direction of relevant activities is determined by majority vote and an entity holds
significantly more voting rights than any other vote holder or organized group of vote holders,
and the other shareholdings are widely dispersed, it may be clear, after considering the

factors listed in paragraph AG44 (a)-(c) alone, that the entity has power over the other entity.
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46. In other situations, it may be clear after considering the factors listed in paragraph AG44 (a)- | Cilalwy]” 6p8all (6 63)lg)l Jolgoll dlelio a9y anlgll o gg4y 26 .(SpT b o0 46
(c) alone that an entity does not have power. Ablw lgia) g dgall U‘T l®20g "(9) - () 44 Aubil
47. However, the factors listed in paragraph AG44 (a)-(c) alone may not be conclusive. If an entity, | l®a0q (2) - () 44 Gubhill wlalw] 6p6all 0 63)lg)l Jolgoll yg4ai U 26 wills o acdly 47

having considered those factors, is unclear whether it has power, it shall consider additional
facts and circumstances, such as whether other shareholders are passive in nature as
demonstrated by voting patterns at previous shareholders’ meetings. This includes the
assessment of the factors set out in paragraph AG20 and the indicators in paragraphs AG21-
AG23. The fewer voting rights the entity holds, and the fewer parties that would need to act
together to outvote the entity, the more reliance would be placed on the additional facts and
circumstances to assess whether the entity’s rights are sufficient to give it power. When the facts

and circumstances in paragraphs AG20-AG23 are considered together with the entity's rights,
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greater weight shall be given to the evidence of power in paragraph AG20 than to the indicators

of power in paragraphs AG21-AG23.

Gubil oL
ole ddall yig elbe] viny dilo Wdgall §gés il G| ghuwall ;0 23- 20 Gubill
whb=oll ¢lls o pﬁT 20 Gubil wiblyy] 6peall (6 guo ga Lo dhluwll 2929
.23-21 Gubil clsla)l” wligall (o 83)lg)l dbludl ilpwgel

48. Ifitis not clear, having considered the factors listed in paragraph AG44(a)-(d), that the entity

has power, the entity does not control the other entity
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Potential Voting Rights
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49. When assessing control, an entity considers its potential voting rights as well as potential
voting rights held by other parties, to determine whether it has power.Potential voting rights
are rights to obtain voting rights of another entity, such as those arising from convertible
instruments or options, including forward contracts. Those potential voting rights are

considered only if the rights are substantive (see paragraphs AG25-AG28).
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50. When considering potential voting rights, an entity shall consider the purpose and design of the
instrument, as well as the purpose and design of any other involvement the entity has with
the other entity This includes an assessment of the various terms and conditions of the
instrument as well as the entity’'s apparent expectations, motives and reasons for agreeing to

those terms and conditions.
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51. If the entity also has voting or other decision-making rights relating to the other entity’'s
activities, the entity assesses whether those rights, in combination with potential voting rights,

give the entity power
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52. Substantive potential voting rights alone, orin combination with other rights, can give an entity
the current ability to direct the relevant activities. For example, this is likely to be the case
when an entity holds 40 per cent of the voting rights of another entity and, in accordance with
paragraph AG26, holds substantive rights arising from options to acquire a further 20 per cent

of the voting rights.
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Power when Voting or Similar Rights do not have a Significant Effect on Benefits
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53. AG53. In assessing the purpose and design of another entity (see paragraphs AG5- AG8), an | wiay (8- 5 @ubill vulaldyl culjgell }in) lgaronig sl dgall (o oyl ,oug_oj aic .53
entity shall consider the involvement and decisions made at the inception of the other entity | dgall Jl_o_cT dylay o wasil Gl wihallg d4luodl gluall o 3l UT agall e
as part of its design and evaluate whether the transaction terms and features of the | d5jluall wilowg doleall bgpw cuils I5] Lo ,oéfij'g lgawoni g0 cjp bjlicl pll
involvement provide the entity with rights that are sufficient to give it power. Being involved | (sl dgall owoni 0 @luall piey Ug .dbluwll lgaial dwols bgan dgall 1ogi
in the design of another entity alone is not sufficient to give an entity control of that other entity | i UT 4oy s go acgl sl dgall el Gle spbhuw dgall adal dwls ooy
However, involvement in the design of the other entity may indicate that the entity had the | (§géa (e Jgnall dnjall lg) l_LD_lJT 26 agall (_'JT Sl spdldgall orons 0 @5)luall
opportunity to obtain rights that are sufficient to give it power over the other entity and hence | (9j¢ 24327 (Je §jasll glo . Jlillg sl agall Ll dbludl lgaial duols i
the ability to determine the purpose and design of an entity may give rise to power In the case | (2402 gT) oahso yoai dgo um_uJTJ Jb og dblull ] 508 UT gy dgo ouoniq
of an entity established with most (or all) of its relevant activities predetermined at inception, | dgall aranig gdy¢ ya0i Gle 6jaall glo .alaul 2io 181000 8320 &l il Lg_l.b_u.LJ|
having the ability to determine the purpose and design of an entity may be more relevant to S8l alail 6ol (§gén CUT 00 6l 01967 (6 docllo J.LST R[eal] UT Ay
the control assessment than any on-going decision-making rights

54. In addition, an entity shall consider rights arising from binding arrangements such as call | Glypll ge @bl Ggéall gluall o 33k QT dgoll Gle vy wells | dolodl .54
rights, put rights, liquidation rights and rights arising from legislative or executive authority | dblull e dLnlll Gganllg .auenill §géng .63lc| Fgéng wclpidl Ggén Jio doplall
established at the inception of the other entityWhen binding arrangements involve activities | Caluipill Jaids loaicq . sl dgall JLO.CT &ylay ade ol Sl dyageiill gT dueypdll
that are closely related to the other entity, then these activities are, in substance, an integral | ‘s go-dhuinll oam s Ul dgall sub dojay dbwijo abuiil e dojoll
part of the other entity's overall activities, even though they may occur outside the legal | (§g&o jlicl (6 I Ly ellal gl dgall adall abuiidl o Tp.u U Igjo-j@qall
boundaries of the other entity Therefore, explicit or implicit decision- making rights embedded | léiiq Wbl buiyi Ul dojlall byl lgale Joduwd il dgionl gT anypnll jlall aladl
in binding arrangements that are closely related to the other entity need to be considered as spdldgall Gle dblull 3yaai aic do cils abiul LQJT Il agall
relevant activities when determining power over the other entity

55. For some other entities, relevant activities occur only when particular circumstances arise or | diu20 Logib Liwii Loaic bao alodl cals abuin Jl ¢aani sl olgall ped dauudly 55
events occur the other entity may be designed so that the direction of its activities and the | (0 206liallg Lg_Lb_uJJT gl g4 Cuny s dl dgall owani Aaig Ao claol 2067 gT
benefits from those activities are predetermined unless and until those particular | .6333all (ilan Dl clli 967 gTéJl:).Q” wogpbdl el cLou',oJ Lo Brwo 220 abuiu Dl el
circumstances arise or events occur. In this case, only the decisions about the other entity's | (lc ago JAuu 1§i UT ghay ol agall abuiil UT_uu el glo .allbll oam 6
activities when those circumstances or events occur can significantly affect its benefits and | vul3 dbuii Il elli aei ells (e zZlig (ulan Tl gT cogphll el (igan aic hao lgeslio
thus be relevant activities. The circumstances or events need not have occurred for an entity | ljli6ll 0@ 31l Lle 6)al8ll dgall (jga7 A Cilandl gT Logbll 267 UT oiy Ug .o
with the ability to make those decisions to have power. The fact that the right to make | £qdq gT Loqihy dbquio caljlsll slail 0 §gdall g5 48160 Jg los .abludl 2iall
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decisions is contingent on circumstances arising or an event occurring does not, in itself,

make those rights protective.
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56.

An entity may have an explicit or implicit commitment to ensure that another entity continues
to operate as designed. Such acommitment may increase the entity’s exposure to variability of
benefits and thus increase the incentivefor the entity to obtain rights sufficient to give it power.
Therefore a commitment to ensure that another entity operates as designed may be an
indicator that the entity has power, but does not, by itself, give an entity power, nor does it

prevent another party from having power.

loJ 869 Jasll ;6 (53l g2 Jljaiul glas) lao gl ayo eIl dgall Gl Lyl 28
e elug oliall o sl agall By o pliddl 1ae Jio j) 269 .4 doono
ol glo wellal ahluwll lgaial @old Gaés e Janal dgall 2003 o ujy el
lg1a) dgall of Gle hdgo ani of whoy lg) @ano ga Los Pl dgall Jac glasy
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Exposure, or Rights, to Variable Benefits from another Entity

polioll vl -5 Goaall of (5151 2g2 g0 Susio slial yoysil

57. When assessing whether an entity has control of another entity, the entity determines whether | é&bjeo cuils [5] bo dgall 5205 A(Sp'T dgo e 6pbuw Lgyad dgall cuils 15] o ,a_lgpj aic .57
it is exposed, or has rights, to variable benefits from its involvement with the other entity. sl dgall lgbljl o épsio golio (6 Ggaall gT Opsio goliol
58. Variable benefits are benefits that are not fixed and have the potential to vary as a result of the | gl dgall clol anyii Jit-xi) UT odayg dnl ggai U Ul eoliall o opsiall golioll .58

performance of another entity. Variable benefits can be only positive, only negative or both
positive and negative (see paragraph 30).An entity assesses whether benefits from another
entity are variable and how variable those benefits are on the basis of the substance of the
arrangement and regardless of the legal form of the benefits. For example:

a. In the context of non-financial benefits an entity may receive benefits as a result of the
activities of another entity furthering its objectives The benefits may be variable benefits
for the purpose of this Standard because they may expose the entity to the performance
risk of the other entity.If the other entity were unable to perform those activities then the
entity might incur additional costs, either from undertaking the activities itself or by
providing additional funds or other forms of assistance to enable the other entity to
continue providing those activities.

b. In the context of financial benefits an entity can hold a bond with fixed interest payments.
The fixed interest payments are variable benefits for the purpose of this Standard because
they are subject to default risk and they expose the entity to the credit risk of the issuer of

the bond. The amount of variability (i.e., how variable those benefits are) depends on the

shail) oo dubg aylay) of bao dubw g has dylay] sysiall 2oliall ye4i of gAoyg
uei sa0q U ol spsio (a0l dgall o 2oliall Cuils 13] o dgall 0gaig (30 siaall

Juw Gle poliall olbill J5ull ge aill (poig il 19 gubul Gle oliall elly
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assets are variable benefits because they expose the entity to the performance risk of the
other entity. The amount of variability depends on the other entity’'s ability to generate

sufficient revenue to pay the fee.

credit risk of the bond. Similarly, fixed performance fees for managing another entity’'s

@ubill cilaldy)]
sl dgall el iblaa) dgall jei lgill ousio solio sl dgo Jgol 6)lay
Loguyl 202 dpols wilalyl algi Gle spdl dgall 6)38 (e poill jlago aaing

59. Aliquidator would not normally have rights to variable benefits from its involvement with the

Gl dgall g0 abljl (o 8psio golio le Jgnall @gés éale wenall sal ggay U .59

entity being liquidated lgiiany sjaj
Link between Power and Benefits 6liollg dblull u 4 Ul
Delegated Power dogoall dblul

60. Itis common for public sector entities to be responsible for carrying out government policy. In
some cases they may have the authority to act in their own right, in other cases they may act
as an agent for a Minister or another entity For example:

a. Agovernmentdepartment, which is authorized by a Minister to act on the Minister’s behalf,
might act solely as an agent of the responsible Minister in relation to another entity. In such
cases the department would not control the other entity and would not consolidate it
b. A government department may operate under a delegation of power from a Minister. The
department uses its own discretion in making decisions and taking actions and is not
subject to direction from the Minister. In such cases the department is acting in its own
right and would need to apply the other requirements of this Standard to determine
whether it controlled another entity The scope of the department’'s decision-making
authority over another entity would be a significant factor in distinguishing whether it is
acting as an agent or as a principal
c.  An entity may establish a trust to carry out specified activities and appoints the trustee$
The trustee is responsible for making decisions about the financing and operating
activities of the trust in accordance with the trust deed$ If the entity can replace the trustee

at its discretion, the entity would need to assess whether it controls the trust given that,

B2 9 @0g8all duwlull 31017 ge dgduo ggdl ol plell clball vilgal @il go .60
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for example, it would be exposed, or have rights, to variable benefits in terms of the extent

to which its objectives are achieved or furthered through the activities of the trust.

02024 jlan)
@uhil cilaldy]
ailodl ggaio abuiul JUs go lgolasl i gl @i 2 @lei lous liag
.a-'u ane _|J|

61. An entity may delegate its decision-making authority to an agent on some specific issues or | 83320l Wlegngall Ay (6 Judg ] wiljlall 3181 o laihlw dgy Hgai ol jgou .61
on all relevant activities. When assessing whether it controls another entity, the entity shall | dilo g1l dgall (e phywi cuils 13] o pJQQj aicq .aloll wils dbuiilll 200 w0 gT
treat the decision-making rights delegated to its agent as held by the entity directly. In | &jgou dgall d45glao LQJTDJ.C lelivg I dogaoll jliall 51451 (§gan dgall allei Ulug_l
situations where there is more than one principal, each of the principals shall assess whether | Lo 0qé) UT JJ.DT d5 e wiay dilo wanlg LJJ.DT (0 p.ST 20g) Ul wdbll oq 6pulo
it has power over the other entity by considering the requirements in paragraphs AG5- | wligall (6 83jlg)l wldhiall gluwsll o 51l 20 (g Il dgall e dbluw apal glb 5]
AG56.Paragraphs AG62-AG74 provide guidance on determining whether a decision maker is | 2y2aj Jgo lalw)| (e 74-62 Gubdl wilsli)] wlisell (piig .56-5 @Gubdl calalu)|
an agent or a principal. ,J_LDT gT J159 ga I8l aaio gl 15] bo

62. A decision maker shall consider the overall relationship between itself, the other entity being | 3929 ©g&Jg) ij_ Sl ol dagall guq diy adall @s el gluusll 0 )il 3aio J.Z)TJ .62

managed (and assessed for control) and other parties involved with that entity In particular, a

decision maker shall consider all the factors below, in determining whether it is an agent:

a. The scope of its decision-making authority over the other entity (paragraphs AGé4 and
AG65);

b. The rights held by other parties (paragraphs AG66-AG69);

c. Theremunerationto whichitis entitled in accordance with the remuneration agreement(s)

(paragraphs AG70-AG72); and
d. The decision maker’s exposure to variability of benefits from other interests that it holds
in the other entity (paragraphs AG73 and AG74)
Different weightings shall be applied to each of the factors on the basis of particular facts and

circumstances.

ole coy . gpgpall aog Gle agall elliy dbuiall Il wlib Il gug (lgile sihpw
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63. Determining whether a decision maker is an agent requires an evaluation of all the factors
listed in paragraph AG62 unless a single party holds substantive rights to remove the decision
maker (removal rights) and can remove the decision maker without cause (see paragraph

AG67)

oLy 88l 6 63)lg)l Jolgell g10a] Loygdd . Iysg jlall 350 gl8 13] Lo 2yani ik .63
@Anyg (il §gan) el 3410 Jig) gulul G anlg Loph) g4y o) b 62 Guhill
(67 @ubill cilalil sysall 1hil) L gga el Aaio Jjc

The Scope of the Decision-Making Authority

Jpall alagl dblw @Glbd

64. The scope of a decision maker's decision-making authority is evaluated by considering:

lic Ul (o6 (L Lo 1351 sl (saio o2l jlall sladl ablw b ugdi aiy .64
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a.
specified by law, and

b. The discretion that the decision maker has when making decisions about those activities.

Gubil Gl
q olhill Lingay 83300dl jhall sladl (culslail) awslail l5_bg lgs ogouual! dhudidl i
Abdi I el ULu.lJ wljliall slail aic jhell aaio ail il dpasil dblul .o

65.

A decision maker shall consider the purpose and design of the other entity, the risks to which
the other entity was designed to be exposed, the risks it was designed to pass on to the parties
involved and the level of involvement the decision maker had in the design of another entity
For example, if a decision maker is significantly involved in the design of the other entity
(including in determining the scope of decision-making authority), that involvement may
indicate that the decision maker had the opportunity and incentive to obtain rights that result

in the decision maker having the ability to direct the relevant activities.
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65

Rights held by Other Parties

@l wolbl 18 o d5gloo @Ggan

66. Substantive rights held by other parties may affect the decision maker's ability to direct the | le jljall (s33io 826 le Il wlibll gy bainj Sl wwlwl Gganll & 26 .66
relevant activities of another entity Substantive removal or other rights may indicate that the gT wulwdl Jj=ll §géo i 16g .L_ng dgo lgy 0gdi Sl dnll ils dhiudll aingi
decision maker is an agent. .J39q g Jljall aaio QT S sp Dl Gganll

67. When a single party holds substantive removal rights and can remove the decision maker | JijéJl 3350 Jjc dildol g4y loaicq .gljiidl 6 wlwl §g8s 20lg Loyhl g4y Loaic .67
without cause, this, in isolation, is sufficient to conclude that the decision maker is an agentlf | (0 pﬁl b 15lg . Judqg g jliall aaio UT olidiw J ols daily 20 o ¢ld gg4y w 393
more than one party holds such rights (and no individual party can remove the decision maker | déolgo (g3 Jljéll Aaio Jjisy (_'JT b s a0y Ug) @§génll 0am Jooy olg Lopb
without the agreement of other parties) those rights are not, in isolation, conclusive in | 2Aio QT 20§ 6 leblé dild 2ay lgio J5 yo U Ggénll 0aa Lo sl Lolib Il
determining that a decision maker acts primarily on behalf and for the benefit of others. In | walyb il 3ac alj Lol .ela ] @olo Ulg .agallnlg g Ul e aliy Luwbuwl Josy 18l
addition, the greater the number of parties required to act together to exercise rights to | @alnis I ganall aao sljg el a4io Jie 0 Gaéall dw)jloal hgw Jaslly guilhall
remove a decision maker and the greater the magnitude of, and variability associated with, the | b=y (53l a0l gjgll S8 Lgso peillg (oIl pnallg cilolball (ST) el asnial
decision maker's other economic interests (ie, remuneration and other interests), the less Jolell 1ag]
the weighting that shall be placed on this factor.

68. Substantive rights held by other parties that restrict a decision maker’s discretion shall be | JIj&Jl 3310 Loy dypn 67 Lillg (Sp'T wolib 1 dsglonll (ulwll Ggéall 3585 UT Loy .68

considered in a similar manner to removal rights when evaluating whether the decision

maker is an agentFor example, a decision maker that is required to obtain approval from a

ol .d1dg ga jlall adio L8 13 bo pugdi aie gljiill Ggan] dlilow agyhy jlicll o
G0 HeD 23c 3o d86lgo e Janall do wilby sl jhall adio asy Jliodl Juw
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small number of other parties for its actions is generally an agent. (See paragraphs AG25-

AG28 for additional guidance on rights and whether they are substantive).

28 - 25 @Gubil sl ciliall i) .Jisg ele J4uiy ga allacl Lle Dl colb

Gubill tilaly)

(bl 115 151 log §g8all Jgo culaliyll 4o 2yjol

69. Consideration of the rights held by other parties shall include an assessment of any rights
exercisable by another entity’s board of directors (or other governing body) and their effect on

the decision-making authority (see paragraph AG26 (b)).

o40) @98 sl laigdl (sl wolibl adglaall Gganll o whaill ganly of L 69
dblu Gl pilig (sl a0sb dia gi) 0l agall 8)la] yulao Jid oo lgiwjlao
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Remuneration

slolaall

70. The greater the magnitude of, and variability associated with, the decision maker's
remuneration relative to the benefits expected from the activities of the other entity, the more

likely the decision maker is a principal

g0 dedgloll poliall dijlao gy dbuipoll peill do)ag Jlall AAio slol4o a0 abe lals .70
o0l g2 Jjall 3310 yg8 of aaall 40 olS sl agall ab i

71. In determining whether it is a principal or an agent the decision maker shall also consider
whether the remuneration agreement includes only terms, conditions or amounts that are
customarily present in arrangements for similar services and level of skills negotiated on an

arm'’s length basis.

0 il 5o 25l o Loy ailo (1b8g gf Tuol 2y jljall a3io gl 1] lo 2205 aic .71
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72. Adecision maker cannotbe anagentunless the conditions setoutin paragraph AG74 (a) and (b)
are presentHowever, meeting those conditions in isolation is not sufficient to conclude that a

decision maker is an agent.

cbbliyl 8iaall Lo lgile (pgoiall bapill 345 o) Lo Mdg Jlall 2aio asy of ghay .72
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Exposure to Variability of Benefits from Other Interests

sl pooll go eoliadl (6 psil il

73. Adecision maker that holds other interests in another entity (e.g., investments in the other
entity or provides guarantees with respect to the performance of the other entity), shall
consider its exposure to variability of benefits from those interests in assessing whether it is
an agent. Holding other interests in another entity indicates that the decision maker may be a

principal.
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74. In evaluating its exposure to variability of benefits from other interests in the other entity a
decision maker shall consider the following:

a. The greater the magnitude of, and variability associated with, its economic interests,

considering its remuneration and other interests in aggregate, the more likely the decision

maker is a principal
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b. Whether its exposure to variability of benefits is different from that of the other entities

that receive benefits from the entity being assessed for control and, if so, whether this
might influence its actions. For example, this might be the case when a decision maker
holds subordinated interests in, or provides other forms of credit enhancement to, another
entity.
The decision maker shall evaluate its exposure relative to the total variability of benefits of the other
entity. This evaluation is made primarily on the basis of benefits expected from the activities of the
other entity but shall notignore the decision maker's maximum exposure to variability of benefits of

the other entity through other interests that the decision maker holds.
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Relationship with Other Parties

Il Lolb il 20 a5l

75. When assessing control, an entity shall consider the nature of its relationship with other
parties and whether those other parties are acting on the entity’s behalf (i.e., they are "de facto
agents”). The determination of whether other parties are acting as de facto agents requires
judgment, considering not only the nature of the relationship but also how those parties

interact with each other and the entity.
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76. Sucharelationship need notinvolve abinding arrangement. Such relationships could also arise
from legislative or executive authority that does not meet the definition of a binding
arrangement. Aparty is a de facto agent when the entity has, or those that direct the activities
of the entity have, the ability to direct that party to act on the entity's behalf. In these
circumstances, the entity shall consider its de facto agent’s decision-making rights and its
indirect exposure, or rights, to variable benefits through the de facto agent together with its

own when assessing control of another entity.
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77. The following are examples of such other parties that, by the nature of their relationship, might

act as de facto agents for the entity:
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Application Guidance

a. The entity’s related parties.

b. A party that received its interest in the other entity as a contribution or loan from the entity
making the assessment of control.

c. A party that has agreed not to sell, transfer or encumber its interests in the other entity
without the entity's prior approval (except for situations in which the entity and the other
party have the right of prior approval and the rights are based on mutually agreed terms
by willing independent parties).

d. A party that cannot finance its operations without subordinated financial support from the
entity.

e. Another entity for which the majority of the members of its governing body or for which its

key management personnel are the same as those of the entity.
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f. A party that has a close business relationship with the entity, such as the relationship .cogall dilloc :L:)Tg
between a professional service provider and one of its significant clients.
Control of Specified Assets 63200 Jgol Je 6yl

78.

An entity shall consider whether it treats a portion of another entity as a deemed separate

entity and, if so, whether it controls the deemed separate entity.
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79.

An entity shall treat a portion of another entity as a deemed separate entity if and only if the
following condition is satisfied:

Specified assets of the other entity (and related credit enhancements, if any) are the only
source of payment for specified liabilities of, or specified other interests in, the other entity.
Parties other than those with the specified liability do not have rights or obligations related to
the specified assets or to residual cash flows from those assets. In substance, none of the
benefits from the specified assets can be used by the remaining portion of the other entity and
none of the liabilities of the deemed separate entity are payable from the assets of the
remainder of the other entity. Thus, in substance, all the assets, liabilities and equity
instruments of that deemed separate entity are ring-fenced from the overall other entity. Such

a deemed separate entity is often called a “silo”.
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80. When the condition in paragraph AG79 is satisfied, an entity shall identify the activities that
significantly affect the benefits of the deemed separate entity and how those activities are
directed in order to assess whether it has power over that portion of the other entity. When
assessing control of the deemed separate entity, the entity shall also consider whether it has
exposure or rights to variable benefits from its involvement with that deemed separate entity
and the ability to use its power over that portion of the other entity to affect the amount of the

benefits from that entity.
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81. If the entity controls the deemed separate entity, the entity shall consolidate that portion of
the other entity. In that case, other parties exclude that portion of the other entity when

assessing control of, and in consolidating, the other entity.
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Continuous Assessment
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82. An entity shall reassess whether it controls another entity if facts and circumstances indicate

that there are changes to one or more of the three elements of control listed in paragraph 20
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83. If there is a change in how power over another entity can be exercised, that change must be
reflected in how an entity assesses its power over another entity.For example, changes to
decision-making rights can mean that the relevant activities are no longer directed through
voting rights, but instead other agreements, such as contracts, give another party or parties

the current ability to direct the relevant activities
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84. Aneventcan cause an entity to gain or lose power over another entity without the entity being
involved in that event. For example, an entity can gain power over another entity because
decision-making rights held by another party or parties that previously prevented the entity

from controlling another entity have lapsed
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85. An entity also considers changes affecting its exposure, or rights, to variable benefits from its

involvement with another entity. For example, an entity that has power over another entity can
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lose control of that other entity if the entity ceases to be entitled or have the ability to receive
benefits or to be exposed to obligations, because the entity would fail to satisfy paragraph 20(b)

(eg., if acontract to receive performance-related fees is terminated).
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86. An entity shall consider whether its assessment that it acts as an agent or a principal has
changed Changes in the overall relationship between the entity and other parties can mean
that an entity no longer acts as an agent, even though it has previously acted as an agent, and
vice versa.For example, if changes to the rights of the entity, or of other parties, occur, the

entity shall reconsider its status as a principal or an agent.
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87. An entity’'s initial assessment of control or its status as a principal or an agent would not
change simply because of a change in market conditions (e.g., a change in the other entity’s
benefits driven by market conditions), unless the change in market conditions changes one or
more of the three elements of control listed in paragraph 20 or changes the overall

relationship between a principal and an agent.
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Determining Whether an Entity is an Investment Entity

dylatiul g3 oo dgall cuils 13] bo ayani

88. Anentity shallconsider allfacts and circumstances when assessing whetheritis an investment
entity, including its purpose and design. Paragraphs AG89- AG106 describe aspects of the

definition of an investment entity in more detail.
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Number of Investors
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89. The definition of an investment entity requires that the entity have one or more investors. An
investment entity may have several investors who pool their funds to gain access to
investment management services and investment opportunities that they might not have had
access to individually. Having several investors would make it less likely that the entity, or
other members of the economic entity containing the entity, would obtain benefits other than

capital appreciation or investment revenue.

095y 289 .gupadimall o 4T of a0lg dgall (s g4y of dyjlatiuwll dgall Lajer Lulbhi .89
8)l] viloas | Jepgll agligol ggeany cuall uatiuall 4o 23c &yjlaiiul dgo (52l
o3¢ 3g2g Jlig opeio J4dy gl Jgodll agisay I Ul dyleiiuwlll (pjallg jloliw il
Gl @loisll agall o gy Il el gl- dgall Jgno Jlaidl go gupadiwall (o
ol syl ol daéll aljl Lodlay gslio (le- dgall il Jaidi

100



dogeuull dyjell ddlaoll o plell glbsl duulbnall pleog aualao Juo
"8a0gall ddloll pilgall” 35 plall clball duwball jieoy 486 pall dwljall
02024 jlap]

Application Guidance
90. However, in the public sector it is also common for an investment entity to be formed by, or
for, a single controlling entity that represents or supports the interests of a wider group of

investors (e.g., a pension fund, government investment fund or trust).
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Ownership Interests
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91. Aninvestment entity is typically, butis not required to be, a separate legal entity. The investors
in an investment entity will often, but not always, have ownership interests in the form of
equity or similar interests (e.g., partnership interests), to which proportionate shares of the
net assets of the investment entity are attributed. The definition of an investment entity does
not specify that all investors must have the same rights. Having different classes of investors,
some of which have rights only to a specific investment or groups of investments or which
have different proportionate shares of the net assets, does not preclude an entity from being

an investment entity.
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92. The definition of an investment entity does not specify that the investors must have an
ownership interest that meets the definition of net assets/equity in accordance with other
applicable IPSASs. An entity that has significant ownership interests in the form of debt that
does not meet the definition of net assets/equity may still qualify as an investment entity,
provided that the debt holders are exposed to variable returns from changes in the fair value

of the entity’'s net assets.
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Purpose
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93. The definition of an investment entity requires that the purpose of the entity is to invest solely
for returns from capital appreciation, investment revenue. (Such as dividends or similar
distributions, interest or rental revenue), or both Documents that indicate what the entity's
investment objectives are, such as the entity’s mandate, constitution, offering memorandum,
publications distributed by the entity and other corporate or partnership documents, will
typically provide evidence of an investment entity's purpose Further evidence may include the
manner in which the entity presents itself to other parties; for example, an entity may present

its objective as providing medium-term investment for capital appreciation.
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94. Anentity that has additional objectives that are inconsistent with the purpose of an investment
entity would not meet the definition of an investment entity. Examples of when this may occur
are as follows:

a. An investor whose objective is to jointly develop, produce or market products with its
investees. The entity will earn returns from the development, production or marketing
activity as well as from its investments;

b. An investor whose objectives require it to be aligned with the economic, social or
environmental policies of another entity.For example, if an entity is required to align its
investment policies with other objectives such as owning certain businesses or improving
employment outcomes in a jurisdiction; and

c. An investor whose individual investment decisions have to be ratified or approved by a
controlling entity or which is required to follow the direction of a controlling entity. Such
ratifications, approvals or decisions are likely to be inconsistent with the purpose of an

investment entity.
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95. An entity’s purpose may change over time. In assessing whether it continues to meet the
definition of an investment entity, an entity would need to have regard to any changes in the

environment in which it operates and the impact of such changes on its investment strategy.
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Demonstrating Purpose through Holding More than One Investment
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96. Aninvestment entity may have a number of ways in which it can demonstrate that its purpose
is to invest funds for capital appreciation, investment revenue or both.One way is by holding
several investments to diversify its risk and maximize its returns An entity may hold a portfolio
of investments directly or indirectly, for example by holding a single investment in another

investment entity that itself holds several investments.
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97. There may be times when the entity holds a single investment However, holding a single
investment does not necessarily prevent an entity from meeting the definition of an
investment entity. For example, an investment entity may hold only a single investment when

the entity:
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a. lsinits start-up period and has not yet identified suitable investments and, therefore, has
not yet executed its investment plan to acquire several investments;
b. Has notyet made other investments to replace those it has disposed of;
c. Is established to pool investors’ funds to invest in a single investment when that
investment is unobtainable by individual investors (eg., when the required minimum
investment is too high for an individual investor); or

d. Isinthe process of being disestablished
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Investment-Related Services and Activities
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98. An investment entity may provide investment-related services (eg, investment advisory
services, investment management, investment support and administrative services), either
directly or through a controlled entity, to third parties as well as to its controlling entity or other
investors, even if those activities are substantial to the entity, subject to the entity continuing

to meet the definition of an investment entity.
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99. Aninvestment entity may also participate in the following investment-related activities, either
directly or through a controlled entity, if these activities are undertaken to maximize the
investment return (capital appreciation or investment revenue) from its investees and do not
represent a separate substantial activity or a separate substantial source of revenue to the
investment entity:

a. Providing management services and strategic advice to an investee; and
b. Providing financial support to an investee, such as a loan, capital commitment or

guarantee.
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100. If an investment entity has a controlled entity that is not itself an investment entity and whose
main purpose and activities are providing investment- related services or activities that relate
to the investment entity's investment activities, such as those described in paragraphs AG98-
AG99, to the entity or other parties, it shall consolidate that controlled entity in accordance

with paragraph 57. If the controlled entity that provides the investment-related services or
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Application Guidance
activities is itself an investment entity, the controlling investment entity shall measure that

controlled entity at fair value through surplus or deficit in accordance with paragraph 56.
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Exit Strategies

2951 Culouiliwl

101.

An entity’s investment plans also provide evidence of its purpose. One feature that
differentiates an investment entity from other entities is that an investment entity does not
plan to hold its investments indefinitely; it holds them for a limited period. Because equity
investments and non-financial asset investments have the potential to be held indefinitely, an
investment entity shall have an exit strategy documenting how the entity plans to realize
capital appreciation from substantially all of its equity investments and non-financial asset
investments. An investment entity shall also have an exit strategy for any debt instruments
that have the potential to be held indefinitely, for example perpetual debt investments. The
entity need not document specific exit strategies for each individual investment but shall
identify different potential strategies for different types or portfolios of investments, including
a substantive time frame for exiting the investments. Exit mechanisms that are only put in
place for default events, such as a breach of contract or non-performance, are not considered

exit strategies for the purpose of this assessment.
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102.

Exit strategies can vary by type of investment. For investments in private equity securities,
examples of exit strategies include an initial public offering, a private placement, a trade sale
of a business, distributions (to investors) of ownership interests in investees and sales of
assets (including the sale of an investee's assets followed by a liquidation of the investee). For
equity investments that are traded in a public market, examples of exit strategies include
selling the investment in a private placement or in a public market. For real estate
investments, an example of an exit strategy includes the sale of the real estate through

specialized property dealers or the open market.
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103.

An investment entity may have an investment in another investment entity that is formed in

connection with the entity for legal, regulatory, tax or similar business reasons. In this case,
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the investment entity investor need not have an exit strategy for that investment, provided

that the investment entity investee has appropriate exit strategies for its investments.
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Fair Value Measurement
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104. An essential element of the definition of an investment entity is that it measures and evaluates
the performance of substantially all of its investments on a fair value basis, because using fair
value results is more relevant information than, for example, consolidating its controlled
entities or using the equity method for its interests in associates or joint ventures. In order to
demonstrate that it meets this element of the definition, an investment entity:

a. Provides investors with fair value information and measures substantially all of its
investments at fair value in its financial statements whenever fair value is required or
permitted in accordance with IPSASs; and

b. Reports fair value information internally to the entity’s key management personnel (as
defined in IPSAS 20, Related Party Disclosures), who use fair value as the primary
measurement attribute to evaluate the performance of substantially all of its investments

and to make investment decisions.
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105. In order to meet the requirement in AG104(a), an investment entity would:
a. Elect to account for any investment property using the fair value model in IPSAS 16,
Investment Property;,
b. Elect the exemption from applying the equity method in IPSAS 36 for its investments in
associates and joint ventures; and

c. Measure its financial assets at fair value using the requirements in IPSAS 41
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106. An investment entity may have some non-investment assets, such as a head office property | (il Lii4all (siwo Jio «yjlaiiwdl pe Jondl hey dyjlaiiwl dga sl gg4u ol jgoy . 106

and related equipment, and may also have financial liabilities. The fair value measurement | @oudll quwls pnic @ihig .ddlo ciloljill T_DJT lgile Ly 26qg Laslell Wil Wilasollg
element of the definition of an investment entity applies to an investment entity's investments. | dgaJl oling U . Jllg .&yjloliw Ul dgall wiljlaliwl le dylaiiwdl dgall coypeil) dlolell
Accordingly, an investment entity need not measure its non-investment assets or its liabilities dlalell dousll Lgiloljdll gT dyjladiw Ul pe Lg_lg.DT wls] dyjloiiw Ll

at fair value.
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These examples accompany, but are not part of, IPSAS 35.
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1. The examples in this appendix portray hypothetical situations. Although some aspects of the
examples may be present in actual fact patterns, all facts and circumstances of a particular

fact pattern would need to be evaluated when applying IPSAS 35.
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Power (paragraphs AG9-AG56)
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2. The following example illustrates an assessment of whether power exists for the purposes of
this Standard.
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Example 1

A state government partially funds the activities of a local government. Some of this funding is
required to be spent on specified activities. The local government has a council that is elected every
four years by the local community. The council decides how to use the local government's
resources for the benefit of the local community. The activities of the local government are diverse
and include library services, provision of leisure facilities, management of refuse and wastewater,
and enforcement of building and health and safety regulations. These activities are the relevant
activities of the local government. Many of these activities also coincide with the interests of the
state government.

Despite its partial funding of the local government’s activities, the state government does not have
the power to direct the relevant activities of the local government. The rights of the local

government over the relevant activities preclude the state government from having control.
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Regulatory Control (paragraph AG12)
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3. The following examples illustrate various forms of regulatory control. None of these forms of
regulatory control give rise to power over the relevant activities for the purposes of this

Standard. However, those examples do not rule out that there may be instances where power
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over the relevant activities for the purposes of this Standard may derive from regulatory

control.

Example 2
A pollution control authority has the power to close down the operations of entities that are not
complying with environmental regulations.

The existence of this power does not constitute power over the relevant activities.
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Illustrative Examples

Example 3
A city has the power to pass zoning laws to limit the location of fast food outlets or to ban them
altogether.
The existence of this power does not constitute power over the relevant activities of the fast food

outlets.
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Example 4

A central government has the power to impose regulatory control on monopolies. A wholly owned
government agency has the power to regulate monopolies that are subject to such regulatory
control and has established price ceilings for entities that distribute electricity. The central
government does not have an ownership interest in the electricity distributors and does not receive

financial benefits from the electricity distributors. Neither the central government, nor the
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government agency, has control as a result of the power to impose regulatory control. Any other Jpaio Jhu sl wlblw sl pugm_
powers would need to be separately assessed.
Example 5 5 Jlio

A gaming control board (GCB) is a government agency that regulates casinos and other types of
gaming in a state, and enforces state gaming legislation. The GCB is responsible for promulgating
rules and regulations that govern the conduct of gaming activities in the state. The rules and
regulations stem from legislation. The legislation was passed by the legislature and sets forth the
broad policy of the state with regard to gaming; while the rules and regulations provide detailed
requirements that must be satisfied by a gaming establishment, its owners, employees, and
vendors. The rules and regulations cover a broad range of activity, including licensing, accounting
systems, rules of casino games, and auditing.

The GCB also has authority to grant or deny licenses to gaming establishments, their ownership,
employees, and vendors. In order to obtain a license, an applicant must demonstrate that they

possess good character, honesty and integrity. License application forms typically require detailed
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Illustrative Examples

personal information. Based upon the type of license being sought, an applicant may also be
required to disclose details regarding previous business relationships, employment history,
criminal records, and financial stability.

Although the rules and regulations have an impact on how gaming establishments operate, the
GCB does not have power over the relevant activities (as defined in this Standard) of the gaming
establishments. The regulations apply to all gaming establishments and each establishment has a
choice as to whether it wishes to engage in gaming or not. The purpose of the gaming legislation
and regulations is to protect the public, rather than to establish a controlling interest in the gaming

establishments.

Relevant Activities and Direction of Relevant Activities (paragraphs AG13-AG15)
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4. The following examples illustrate assessments of whether an entity has the power to direct

the relevant activities of another entity for the purposes of this Standard.
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Illustrative Examples

Example 6
Entities A and B, form another entity, entity C, to develop and market a medical product. Entity A is
responsible for developing and obtaining regulatory approval of the medical product—that
responsibility includes having the unilateral ability to make all decisions relating to the
development of the product and to obtaining regulatory approval. Once the regulator has approved
the product, entity B will manufacture and market it—entity B has the unilateral ability to make all
decisions about the manufacture and marketing of the product. If all the activities—developing and
obtaining regulatory approval as well as manufacturing and marketing of the medical product—
are relevant activities, entity A and entity B each needs to determine whether they are able to direct
the activities that most significantly affect the benefits from entity C. Accordingly, entity A and B
each need to consider whether developing and obtaining regulatory approval or the manufacturing
and marketing of the medical product is the activity that most significantly affects the benefits from
entity C and whether they are able to direct that activity. In determining which entity has power,
entities A and B would consider:
a. The purpose and design of entity C;
b. The factors that determine the surplus, revenue and value of entity C as well as the value of
the medical product;
c. The effect of their decision-making authority on entity C's performance with respect to the
factors in (b); and
d. Their exposure to variability of benefits from entity C.
In this particular example, the entities would also consider:
a. The uncertainty of, and effort required in, obtaining regulatory approval (considering their
record of successfully developing and obtaining regulatory approval of medical products); and

b. Which entity controls the medical product once the development phase is successful.
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Illustrative Examples

Example 7

An investment vehicle is created and financed with a debt instrument held by an entity (the debt
investor) and equity instruments held by a number of other investors. The equity tranche is
designed to absorb the first losses and to receive any residual benefit from the investment vehicle.
One of the equity investors who holds 30 per cent of the equity instruments is also the asset
manager. The investment vehicle uses its proceeds to purchase a portfolio of financial assets,
exposing the investment vehicle to the credit risk associated with the possible default of principal
and interest payments of the assets. The transaction is marketed to the debt investor as an
investment with minimal exposure to the credit risk associated with the possible default of the
assets in the portfolio because of the nature of these assets and because the equity tranche is
designed to absorb the first losses of the investment vehicle. The benefits from the investment
vehicle are significantly affected by the management of the investment vehicle's asset portfolio,
which includes decisions about the selection, acquisition and disposal of the assets within portfolio
guidelines and the management upon default of any portfolio assets. All those activities are
managed by the asset manager until defaults reach a specified proportion of the portfolio value
(i.e., when the value of the portfolio is such that the equity tranche of the investment vehicle has
been consumed). From that time, a third-party trustee manages the assets according to the
instructions of the debt investor. Managing the investment vehicle’'s asset portfolio is the relevant
activity of the investment vehicle. The asset manager has the ability to direct the relevant activities
until defaulted assets reach the specified proportion of the portfolio value; the debt investor has
the ability to direct the relevant activities when the value of defaulted assets surpasses that
specified proportion of the portfolio value. The asset manager and the debt investor each need to
determine whether they are able to direct the activities that most significantly affect the benefits
from the investment vehicle, including considering the purpose and design of the investment

vehicle as well as each party's exposure to variability of benefits.
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Rights that Give an Entity Power over another Entity (paragraphs AG16-AG28)

Gubill caliy)- 16 Guhill cilaliy)" cissll) (y5] dga (e dhlw dgo aia il Ggdal
(28

112



dogeuull dyjell ddlaoll o plell glbsl duulbnall pleog aualao Juo
"8a0gall ddloll pilgall” 35 plall clball duwball jieoy 486 pall dwljall
02024 jlap]

Illustrative Examples

5. The following examples illustrate assessments of whether an entity has the power to direct

the relevant activities of another entity for the purposes of this Standard
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Example 8
A government housing agency establishes a community housing program that provides low-cost
housing. The program is operated under an agreement with an incorporated association. The
association’s only activity is to manage the community housing facility. The association has no
ownership instruments.
The relevant activities of the association comprise:

¢ Reviewing and selecting applicants for housing;

e The day-to-day operation of the housing program;

¢ Maintaining the houses and common facilities; and

¢ Improving and extending the housing facilities$
The board of governors of the association has 16 members, with eight appointed by (and subject
to removal by) the government housing agency. The chair is appointed by the board from amongst
the appointees of the government housing agency, and has a casting vote that is rarely exercised.
The board meets regularly and reviews reports received from the association's management.
Based on these reports, the board may confirm or override management decisions. In addition, the
board makes decisions on major issues such as significant maintenance and investing further
capital to build additional housing, after reviewing vacancy levels and the demand for housing.
The government housing agency owns the land on which the housing facilities stand and has
contributed capital and operating funds to the association since it was established. The association
owns the housing facilities.
The association retains any surplus resulting from the operation of the facilities and under its
constitution is unable to provide a direct financial return to the government housing agency. The
above fact pattern applies to examples 8A and 8B described below. Each example is considered in

isolation.
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Example 8A

8 Jlio

113



dogeuull dyjell ddlaoll o plell glbsl duulbnall pleog aualao Juo
"8a0gall ddloll pilgall” 35 plall clball duwball jieoy 486 pall dwljall
02024 jlap]

Illustrative Examples

Based on the facts and circumstances outlined above, the government housing agency controls the
association.

The government housing agency has rights that give it the current ability to direct the relevant
activities of the association, regardless of whether it chooses to exercise those rights.

The government housing agency appoints eight members of the board of governors, one of whom
will become the chair, who has a casting vote. As a result, the government housing agency has
power over the association through substantive rights that give it the current ability to direct the
relevant activities of the association, regardless of whether the government housing agency
chooses to exercise those substantive rights.

The government housing agency also has exposure or rights to variable benefits from its
involvement with the association. The government housing agency obtains non-financial benefits
through the association furthering its social objective of meeting the need for low-cost community
housing. Although not able to receive direct financial benefits, the government housing agency
obtains indirect benefits through its ability to direct how the financial returns are to be employed
in the community housing program.

The government housing agency also satisfies the final control criterion. Through its appointees on
the board, the government housing agency has the ability to use its power to affect the nature or
amount of its benefits from the association.

The government housing agency satisfies all three criteria for control and therefore the

government housing agency controls the association.

&moall Gle d10g4al gl il &llsg by ollel aipall Logybilg @flanll e &l

alnll iy dbuiidl aogi Gle adlall 628l lgaiad Bgés dwoginll glhwll dlsg ¢llaj
@g8all ey duwjloo jliai cuils 1] lac il by ol

09419 LT} aunyw agio 10lg eliodl gulao o elerel dploi dpoganll glawl dllsg gues
JAs o deanll Gle dbluwll dwoginll glhuwll @lsg elloi wllal angiig .cygnill @
15] lac il (s éymaal) dlodl ol abuii Dl angi Gle @dlall jaall lgaiai gulwl @gén
olwill @g8al 0am duwjlao jliag dogiall glhuwll @l culs

898> cllini of &yeoall 20 lgbljl o ousiall esliall LAyl dioganll glawl dldg (il
pjsi JU5 go @l pe psliall e droganll gl &lsg Jnaig bpsioll poliall elli 6
Gle dameaio aaldi Cild Gidw gainal bl auli o golall Gelaisll lgoag) doall
Jnai duoganll gl @lsg of U 8o dllo 20lio Gle Jgnall e 6305 e Lgil acl
20lip ;6 @llall aflgell plasiwl &ard agi Gle lgins Jis go spilio pe polio e
w2oinall gléhwl

0 ouizeoll @alpol Jus gog oyl il bulel Loyl duoganl glwl dlldg (ogiuws
dapb Gle il lgibly plaiwl Gle 826l d1oganll gliwlll @lsg sal g4y gulaal
aueonll o dssaioll golioll jlasog

amanll Gle il phywig &I 6pbyull bulgn 2100 dwogiall glawl dldg (ogiuwi

Example 8B
In this example, the facts of Example 8A apply, except that:

a. The association's board of governors is elected through a public nomination and voting
process that does not give rights to the government housing agency to appoint board
members; and

b. Decisions made by the association’s board are reviewed by the government housing agency,

which may offer advice to the association.
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Illustrative Examples

Based on the revised facts and circumstances outlined above, the government housing agency
does not have substantive rights relating to the association and therefore does not have power
over the association.

The government housing agency’s social objectives in relation to low-cost community housing are
still being achieved and therefore it will still obtain direct non-financial benefits. However,
congruence of objectives alone is insufficient to conclude that one entity controls another entity
(refer paragraph 36).

The government housing agency does not have power and consequently does not have the ability
to use power to affect the nature or amount of the agency’'s benefits. The government housing
agency is unable to satisfy two of the three control criteria and therefore the government housing

agency does not control the association.
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Example 9

A government has the right to appoint and remove the majority of members of a statutory body.
This power has been used by previous governments. The current government has not done so
because it does not wish, for political reasons, to be regarded as interfering in the activities of the
statutory body. In this case the government still has substantive rights, even though it has chosen

not to use them.
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Example 10

A local government has a policy that, where it holds land that is surplus to its requirements,
consideration should be given to making the land available for affordable housing. The local
government establishes terms and conditions to ensure that the housing provided remains
affordable and available to meet local housing needs.

In accordance with this policy, the local government sold part of a site to a housing association for
CU1 to provide 20 affordable homes. The remainder of the site was sold at open market value to a
private developer.

The contract between the local government and the housing association specifies what the land

can be used for, the quality of housing developments, ongoing reporting and performance
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Illustrative Examples

management requirements, the process for return of unused land and dispute resolution. The land
must be used in @ manner consistent with the local government’s policy for affordable housing.
The agreement also has requirements regarding the housing association’s quality assurance and
financial management processes. The housing association must demonstrate that it has the
capacity and authority to undertake the development. It must also demonstrate the added value
that can be achieved by joining the local government’'s resources with that of the housing
association to address a need within a particular client group in a sustainable way.

The Board of the housing association is appointed by the members of the housing association. The
local government does not have a representative on the Board.

Based on the facts and circumstances outlined above, the government housing agency does not
hold sufficient power over the association to direct its relevant activities and therefore does not
control the association. The local government may receive indirect, non-financial benefits from the
association in that the local government’'s social objectives in relation to low-cost community
housing are being furthered by the activities of the housing association. However, congruence of
objectives alone is insufficient to conclude that one entity controls another (see paragraph 36). In
order to have power over the housing association the local government would need to have the
ability to direct the housing association to work with the local government to further the local

governments’ objectives.
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Example 11

An entity being assessed for control has annual shareholder meetings at which decisions to direct
the relevant activities are made. The next scheduled shareholders’ meeting is in eight months.
However, shareholders that individually or collectively hold at least 5 per cent of the voting rights
can call a special meeting to change the existing policies over the relevant activities, but a
requirement to give notice to the other shareholders means that such a meeting cannot be held for
at least 30 days. Policies over the relevant activities can be changed only at special or scheduled
shareholders’ meetings. This includes the approval of material sales of assets as well as the

making or disposing of significant investments.
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Illustrative Examples

The above fact pattern applies to examples 11A-11D described below.

Each example is considered in isolation.
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Example 11A

An entity holds a majority of the voting rights in the other entity. The entity’s voting rights are
substantive because the entity is able to make decisions about the direction of the relevant
activities when they need to be made. The fact that it takes 30 days before the entity can exercise
its voting rights does not stop the entity from having the current ability to direct the relevant

activities from the moment the entity acquires the shareholding.
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Example 11B

An entity is party to a forward contract to acquire the majority of shares in the other entity. The
forward contract’'s settlement date is in 25 days. The existing shareholders are unable to change
the existing policies over the relevant activities because a special meeting cannot be held for at
least 30 days, at which point the forward contract will have been settled. Thus, the entity has rights
that are essentially equivalent to the majority shareholder in example 11A above (i.e., the entity
holding the forward contract can make decisions about the direction of the relevant activities when
they need to be made). The entity’s forward contract is a substantive right that gives the entity the

current ability to direct the relevant activities even before the forward contract is settled.
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Example 11C
An entity holds a substantive option to acquire the majority of shares in the other entity that is
exercisable in 25 days and is deeply in the money. The same conclusion would be reached as in

example 11B.
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Illustrative Examples

Example 11D

An entity is party to a forward contract to acquire the majority of shares in the other entity, with no
other related rights over the other entity. The forward contract’s settlement date is in six months.
In contrast to the examples above, the entity does not have the current ability to direct the relevant
activities. The existing shareholders have the current ability to direct the relevant activities because
they can change the existing policies over the relevant activities before the forward contract is
settled.
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Power without a Majority of the Voting Rights and Special Voting Rights Attaching to Ownership
Interests (paragraphs AG36-AG37)
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6. The following examples illustrate assessments of whether special voting rights attaching to

ownership interests in another entity give rise to power for the purposes of this Standard.
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Example 12

Acentral government has privatized a company and, in order to protect its national interests, it has
used a “golden share” mechanism§ The “golden share” does not have any value or give any
percentage rights to the capital of the company} The golden share states that control of the
company, or a 24 percent stake in the company cannot be sold without the permission of the central
governmentg

The central government has protective rights, not substantive rights¢
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Example 13

A central government sold all of its shares in a company, but kept a golden share (with a nominal
value of one currency unit). The golden share granted the Secretary of State (as the holder of the
share) a 15 percent shareholding in the company, and consequently the ability to block any
potential takeover of the business. It also required that the chairman of the board and the chief
executive be citizens of the country. The rationale for the golden share was to protect the company
from an overseas acquisition, principally on the grounds of national security.

The central government has protective rights, not substantive rights.
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Example 14
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A central government does not own any shares in defense companies. However it has passed

legislation which specifies that, with respect to companies carrying out strategic activities for the
defense and national security system, in the event that fundamental interests of national defense
or security could be materially affected, the government may:

a. Impose specific conditions on the purchase of an interest in any such company — by any person
— relating to the security of procurement and of information, the transfer of technologies and
export controls;

b. Veto the purchase by any person - other than the state (whether directly or indirectly,
individually or jointly) — of an interest in the voting share capital in any such company that,
given its size, may jeopardize defense or national security; and

c. Veto the adoption of resolutions by the shareholders or the board of directors of any such
company relating to certain extraordinary transactions (such as mergers, de-mergers, assets
disposals, winding up, and bylaws amendments concerning the corporate purpose or equity
ownership caps in certain state-controlled companies).

The central government has protective rights, not substantive rights, in respect of these

companies.
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Control of the Board or Other Governing Body (paragraph AG38)
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7. The following example illustrates assessments of whether an entity has control of the board
or governing body of another entity for the purposes of this Standardj The existence of such
control may provide evidence that an entity has sufficient rights to have power over another

entity.
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Example 15
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Illustrative Examples

A national museum is governed by a board of trustees who are chosen by the government
department responsible for funding the museum. The trustees have freedom to make decisions
about the operation of the museum.

The department has the power to appoint the majority of the museum’s trustees. The department

has the potential to exercise power over the museum.
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Economic Dependence (paragraphs AG41-AG42)
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8. The following examples illustrate assessments of whether dependence on funding from

another entity gives rise to power in the context of this Standard.
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Example 16

A research institution is one of many institutions that receive the majority of their funding from a
central government. The institutions submit proposals and the funding is allocated through a
tendering process. The research institution retains the right to accept or decline funding.

The central government does not control the research institution because the research institution
can choose to decline funding from the government, seek alternative sources of funding or cease

to operate.
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Example 17

A catering entity has a binding arrangement to supply food to a government- owned school. The
arrangement is between the company and the school. The school contracts generate the majority
of the revenue of the catering entity. There are general requirements, set out in regulations, which
are applicable to all such arrangements including nutritional standards and policies on
procurement. For example, the arrangements specify how much produce must be purchased
locally.

Current arrangements are for a period of five years. At the end of this period, if the catering entity
wishes to continue supplying school meals it is required to go through a tendering process and
compete with other entities for the business.

The school does not control the catering entity because the catering entity can choose to stop

supplying school meals, seek other work, or cease to operate.
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Illustrative Examples

Example 18

Aninternational donor funds a project in a developing country. The donor uses a small, local agency
in the country to run the project. The local agency has its own management board but is highly
dependent on the donor for funding. The agency retains the power to turn down funding from the
donor.

The international donor does not control the local agency because the agency can choose not to

accept funding from the donor and seek alternative sources of funding, or cease to operate.
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Voting Rights (paragraphs AG43-AG48)

(48— 43 @ubi cilgall) cnygnill Ggan

9. The following examples illustrate assessments of whether an entity with less than a majority
of the voting rights in another entity has the practical ability to direct the relevant activities
unilaterally, and whether its rights are sufficient to give it power over that other entity for the

purposes of this Standard.
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Example 19

An entity acquires 48 per cent of the voting rights of another entity. The remaining voting rights are
held by thousands of shareholders, none individually holding more than 1 per cent of the voting
rights. None of the shareholders have any arrangements to consult any of the others or make
collective decisions. When assessing the proportion of voting rights to acquire, on the basis of the
relative size of the other shareholdings, the entity determined that a 48 per cent interest would be
sufficient to give it control. In this case, on the basis of the absolute size of its holding and the
relative size of the other shareholdings, the entity concludes that it has a sufficiently dominant
voting interest to meet the power criterion without the need to consider any other evidence of

power.
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Example 20
Entity A holds 40 per cent of the voting rights of another entity and twelve other investors each

hold b per cent of the voting rights of the other entity. A shareholder agreement grants Entity A the
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Illustrative Examples

right to appoint, remove and set the remuneration of management responsible for directing the
relevant activities. To change the agreement, a two-thirds majority vote of the shareholders is
required. In this case, Entity A concludes that the absolute size of its holding and the relative size
of the other shareholdings alone are not conclusive in determining whether it has rights sufficient
to give it power. However, Entity A determines that its contractual right to appoint, remove and set
the remuneration of management is sufficient to conclude that it has power over the other entity.
The fact that Entity A might not have exercised this right or the likelihood of Entity A exercising its
right to select, appoint or remove management shall not be considered when assessing whether

Entity A has power.
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Example 21

Entity A holds 45 per cent of the voting rights of another entity. Two other investors each hold 26
per cent of the voting rights of the other entity. The remaining voting rights are held by three other
shareholders, each holding 1 per cent. There are no other arrangements that affect decision-
making. In this case, the size of Entity A's voting interest and its size relative to the other
shareholdings are sufficient to conclude that Entity A does not have power. Only two other investors
would need to co-operate to be able to prevent Entity A from directing the relevant activities of the

other entity.
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Example 22

An entity holds 35 per cent of the voting rights of another entity. Three other shareholders each
hold 5 per cent of the voting rights of the other entity. The remaining voting rights are held by
numerous other shareholders, none individually holding more than 1 per cent of the voting rights.
None of the shareholders has arrangements to consult any of the others or make collective
decisions. Decisions about the relevant activities of the other entity require the approval of a
majority of votes cast at relevant shareholders’ meetings—75 per cent of the voting rights of the
other entity have been cast at recent relevant shareholders’ meetings. In this case, the active
participation of the other shareholders at recent shareholders’ meetings indicates that the entity

would not have the practical ability to direct the relevant activities unilaterally, regardless of

22 Jlio
I &1l quosbuall 4o aolg clliosg (sl dgo 0 Cygndl §g6o go %35 dgo clliaj
0 3a2ll J1b go ddiall Cuygnill §gan clliad (sl agall o vugnill §gan o %5
1 eygnill @gin %1 go 48l ajaio Jadiy agio 2l (sl ellay U ¢uallg s Dl grosbuol
Jao ciljlall Lilhi auclas ciljlys slail ol gus 1 8)liiw ) Ol gwasluall go sl elloy
0 g G Gl wilgndl aulel asolgo e Jgoall ol dgall aloll wils abuidl
Il agall cugnill Gg8s o %75 divw loy GJal 31 - @slsll vild uomluall wilelaisl
ahuull @8jliall iy albll oae o asell cily epall pwosbwall wilelaisl 0
alasll 6)28) lgia) gga o dgall of Il 8ps Il gwasbwall vilelaisl 6 BTl grasbuol
"igog 28 dgall viils 13] lac (hill hs) anlg wily o dlodl cils dabuii Il aogi e

122



dogeuull dyjell ddlaoll o plell glbsl duulbnall pleog aualao Juo
"8a0gall ddloll pilgall” 35 plall clball duwball jieoy 486 pall dwljall
02024 jlap]

Illustrative Examples

whether the entity has directed the relevant activities because a sufficient number of other

shareholders voted in the same way as the entity.

cuign il dgybll guely s Il groslutall go wolb 2ac Cygni oy dlodl il abudi DI

dgall L)

Potential Voting Rights (paragraphs AG49-AG52)
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10. The following examples illustrate assessments of whether potential voting rights are

substantive for the purposes of this Standard.
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Example 23

Entity A holds 70 per cent of the voting rights of another entity. Entity B has 30 per cent of the voting
rights of the other entity as well as an option to acquire half of Entity A's voting rights. The option
is exercisable for the next two years at a fixed price that is deeply out of the money (and is expected
to remain so for that two-year period). Entity A has been exercising its votes and is actively directing
therelevant activities of the other entity. In such a case, Entity A is likely to meet the power criterion
because it appears to have the current ability to direct the relevant activities. Although Entity B has
currently exercisable options to purchase additional voting rights (that, if exercised, would give it a
majority of the voting rights in the other entity), the terms and conditions associated with those

options are such that the options are not considered substantive.
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Example 24

Entity A and two other investors each hold a third of the voting rights of another entity. The other
entity’'s business activity is closely related to Entity A. In addition to its equity instruments, Entity A
also holds debt instruments that are convertible into ordinary shares of the other entity at any time
for a fixed price that is out of the money (but not deeply out of the money). If the debt were
converted, Entity A would hold 60 per cent of the voting rights of the other entity. Entity A would
benefit from realizing synergies if the debt instruments were converted into ordinary shares. Entity
A has power over the other entity because it holds voting rights of the other entity together with

substantive potential voting rights that give it the current ability to direct the relevant activities.
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Power when Voting or Similar Rights do not have a Significant Effect on Benefits (paragraphs
AG53-AG56)
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Illustrative Examples

11. The following examples illustrate assessments of whether an entity has power in the absence

of voting rights or similar rights for the purposes of this Standard.
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Example 25

A central government has legislation that governs the establishment of cultural and heritage
boards. These boards have a separate legal status and have limited liability. The powers and
objectives of the boards, along with their reporting requirements are specified by legislation. The
main function of each board is to administer the board’s assets, mainly property, for the general
benefit of beneficiaries. Boards are permitted to spend money on the promotion of health,
education, vocational training, and the social and economic welfare of the beneficiaries. They have
limited authority to spend money unless it is for a purpose specifically mentioned in the legislation.
Each board must deliver an annual financial report to the government. The beneficiaries (as defined
by each board and comprising people from a specified area) elect the members of the board.
Trustees are appointed for a three-year term by way of voting by beneficiaries at the annual general
meeting. Each board determines its own operating and financial policies and strategy. The activities
that have the biggest impact on the achievement of the boards’ objectives are the management of
property and the distribution of funds to the beneficiaries.

The central government does not control the boards. The government was involved in establishing
the legislation that governs the activities of the boards, but does not have rights over the relevant

activities of the boards.
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Example 26

Five local authorities create a separate company to deliver shared services to participating
authorities. The company operates under contract to these local authorities. The company’s major
objective is the provision of services to these local authorities.

The company is owned by all of the participating local authorities with each owning one share and
allowed one vote. The chief executive of each local government is permitted to be a board member
of the company. The board of the company is responsible for strategic direction, approval of

business cases and monitoring of performance.
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Illustrative Examples

For each shared activity there is an advisory group that is responsible for operational management
and decision-making in relation to that activity. Each advisory group consists of one representative
from each local government.
The benefits of the shared services arrangement are:

e Improved levels and quality of service;

e A co-ordinated and consistent approach to the provision of services;

¢ Reductions in the cost of support and administrative services;

e QOpportunities to develop new initiatives; and

e Economies of scale resulting from a single entity representing many councils in

procurement.

If further shared service activities are established that lead to the need for further capital, the
company will either issue a new class of equity instrument or will form a controlled entity to hold
the interest in the new assets.
The company covers its costs in two ways. It retains a percentage of savings from its bulk
purchasing activities and it charges an administrative transaction cost of services provided to the
local authorities.
None of the local authorities individually controls the company. In deciding how to account for its
interest in the company each local authority would also need to consider whether it is a party to a

joint arrangement as defined in IPSAS 37, Joint Arrangements.
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Example 27

A leisure trust was established as a charity, limited by guarantee, to operate and manage sport
and leisure facilities on behalf of a local government. Under the terms of the agreement with the
local government, the leisure trust is responsible for the operational management, delivery and
development of the city’'s sports and leisure facilities. The trust is required to operate the existing
leisure facilities of the local government. The level of service required, including hours of operation
and staffing levels, are specified by the local government. The leisure trust's activities must be

consistent with the long-term plan of the local government and a significant portion of the trusts
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Illustrative Examples

activities are funded by the local government. The leisure trust may not create new facilities nor
may it engage in any other activities without the approval of the local government.

If the leisure trust ceases to operate the proceeds must be distributed to another charity with
similar purposes. The local government is not responsible for the debts of the leisure trust (its
liability is limited to one currency unit).

The local government controls the leisure trust. By specifying in detail the way in which the leisure
trust must operate the local government has predetermined the leisure trust's activities and the

nature of benefits to the local government.
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Example 28

A local government transfers its leisure centers, libraries and theatres into a charitable trust.

In creating the trust the local government expects to benefit from cost savings, increased use of
facilities by the public, a more favorable taxation treatment, and better access to funding restricted
to charities. The trust can decide the nature and extent of facilities to be provided and can engage
in any other charitable purpose. The board of the trust is elected by the community. The local
government is entitled to have one representative on the board. The trust is required to retain any
surplus and use it for the objectives of the trust.

The local government benefits from the trust's activities but it does not control the trust. The local

government cannot direct how the trust uses its resources.
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Example 29

Trust A promotes, supports and undertakes programs, actions and initiatives to beautify City A. It
receives funding from the local government for various services, including graffiti removal,
beautification projects and running environmental events. It reports back to the local government
on its performance in delivering these services. If the trust did not exist the local government would
need to find some other way to deliver these services. The trust also receives assistance through
donations and volunteer work by the local community including local businesses, schools,

community groups and individuals.
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The trust was originally established by an elected official of the local Government.
The governing body of the local government appoints all the trustees (having regard to certain
requirements such as balance in gender and location of trustees). There are between five and 12
trustees. The trustees appoint the officers.
Changes to the trust deed must be approved by the trustees and the governing body of the local
authority.
If the trustis wound up, surplus assets must be transferred to a similar charitable body in the same
geographical area. This transfer of assets is subject to the approval of the local government.
The local government has a mix of rights over the trust including rights to:
a. Appoint, reassign or remove members of the trust's key management personnel who have the
ability to direct the relevant activities;
b. Approve or veto operating and capital budgets relating to the relevant activities of the trust;
and
c. Veto key changes to the trust, such as the sale of a major asset or of the trust as a whole.
The local government is able to direct the relevant activities (the services) of the trust through its
arrangements in such a way that it is able to affect the costs and quality of the services being
provided. The local government is exposed to variable returns (both the economic effects of the
service and the quality of the service). As it uses its power to affect these returns, the local

government controls the trust.
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Example 30

Entity A is a public sector body that promotes the construction of new houses, the repair and
modernization of existing houses, and the improvement of housing and living conditions. It also
facilitates access to housing finance and promotes competition and efficiency in the provision of
housing finance.

Entity A established a separate trust which has narrowly defined objectives. The trust’'s functions
are to acquire interests in eligible housing loans and issue mortgage bonds. Entity A guarantees

the bonds issued by the trust but does not provide ongoing funding — the trust finances its activities
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Illustrative Examples

through the revenue from its investments. If the trust is wound up the trust's assets are to be
distributed to one or more charitable organizations. Entity A does not have on-going decision-
making rights over the trust's activities.

Entity A has power over the relevant activities of the trust because it determined the relevant

activities of the trust when it established the trust. Entity A is also exposed to variable benefits both
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through its exposure to the guaranteed bonds and because the trust's activities, determined by Lgob_a)T Guéni Sle T
Entity A in establishing the trust, help Entity A to achieve its objectives.
Example 31 31 Jlo

A funding agency was established by legislation. It is owned by ten local authorities and the central
government. It operates on a for-profit basis. The funding agency will raise debt funding and
provide that funding to the participating local authorities. Its primary purpose is to provide more
efficient funding costs and diversified funding sources for the local authorities. It may undertake
any other activities considered by the board to be reasonably related or incidental to, or in
connection with, that business.
The main benefits to the participating local authorities are the reduced borrowing costs. The board
of the funding agency may decide to pay dividends but dividend payments are expected to be low.
The board is responsible for the strategic direction and control of the funding agency's activities.
The board will comprise between four and seven directors with a majority of independent directors.
There is also a shareholders’ council which is made up of ten appointees of the shareholders
(including an appointee from the central government). The role of the shareholders’ council is to:
e Review the performance of the funding agency and the Board, and report to
shareholders on that performance;
¢ Make recommendations to shareholders as to the appointment, removal, replacement
and remuneration of directors; and
e (Coordinate shareholders’ governance decisions.
The funding agency purchases debt securities in accordance with its lending and/or investment

policies, as approved by the board and/or shareholders.
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To participate in the funding agency as a principal shareholding authority, each local government
made an initial capital investment of CU100, 000, provided security against future property taxes
and agreed to borrow a set portion of its borrowing needs from the funding agency for a period of
three years.

Neither the central government nor the participating local authorities control the funding agency.

In deciding how to account for their interest in the funding agency the central government and
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participating local authorities would also need to consider whether they are parties to a joint 37 plell
arrangement as defined in IPSAS 37.
Example 32 32 Jlio

Entity A's only business activity, as specified in its founding documents, is to purchase receivables
and service them on a day-to-day basis for Entity B. The servicing on a day-to-day basis includes
the collection and passing on of principal and interest payments as they fall due. Upon default of a
receivable Entity A automatically puts the receivable to Entity B as agreed separately in a put
agreement between Entity A and Entity B. The only relevant activity is managing the receivables
upon default because it is the only activity that can significantly affect Entity A’s financial
performance. Managing the receivables before default is not a relevant activity because it does not
require substantive decisions to be made that could significantly affect Entity A's financial
performance—the activities before default are predetermined and amount only to collecting cash
flows as they fall due and passing them on to Entity B. Therefore, only Entity B's right to manage
the assets upon default should be considered when assessing the overall activities of Entity A that
significantly affect Entity A's financial performance. In this example, the design of Entity A ensures
that Entity B has decision-making authority over the activities that significantly affect the financial
performance at the only time that such decision-making authority is required. The terms of the put
agreement are integral to the overall transaction and the establishment of Entity A. Therefore, the
terms of the put agreement together with the founding documents of Entity A lead to the conclusion
that Entity B has power over Entity A even though Entity B takes ownership of the receivables only

upon default and manages the defaulted receivables outside the legal boundaries of Entity A.
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Illustrative Examples

Exposure, or Rights, to Variable Benefits from another Entity (paragraph AG57)
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12. The following examples illustrate assessments of whether an entity receives variable benefits

from another entity for the purposes of this Standard.
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Example 33

Research has shown that family friendly policies at universities, which include the provision of
quality early childhood education services, are critical in attracting and retaining students and staff.
This is particularly important for attracting high-level staff and post-graduate students, which in
turn help uphold the reputation of the University and its ability to obtain research funding.

The above background information is relevant to examples 33A and 33B described below. Each

example is considered in isolation.
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Example 33A

University A has established seven childcare centers (although University A receives government
funding for its educational programs, the childcare centers have been established by the university,
not by the government). The centers operate in University owned buildings. Each center has its own
manager, staff and budget. The centers are able to be used by university staff and students only.
The University is the licensed provider of childcare services. The University has the right to close
centers or relocate them to other properties. Because the childcare center is on university property
the staff and parents are required to comply with University health and safety policies. The
management team of the childcare center has the ability to determine all other operating policies.
University A receives non-financial benefits from having childcare services available on campus.
Although University A is not involved in the day-to-day running of the centers, it has the ability to
close the centers or change their hours of operation.

University A controls the childcare centers.

133 Jlio
anganll go Jigoi e Jnai asolall of acjg) Jleb Il dley j8lko dopw T dsoly Cilil
{aogaall Jib go yuylg asolall 15 go Gl Jleb Il aley j8lo of ] dsoyleill Lgaolul
¢Aoy diijlgog ogabgog Pl opao d j5p0 J5g deolall lgalai glo 6 Sl Jasi
Wloaa) papoll agjall @ deolallg .bao deolall ulbg ebgo Ji6 o jSliall plaaiul
dley joy0 odlg sl Wil I Lglai of j8lall Gale] o Gl deolall elliat JlabIl dlc)
bl pljildl cilgedlg cbDlg puabgall go wilb) asolall ciljlée o agago Jab
2102 3295 e [p18 Jebll &lej 510 8)la] @b g94ug deolall sal éolluwllg &anll

s adss il cbwlul
oleg .oeolall ol (o Jlab Tl dlej tiloas pogi go ddlo pe 20lio e T dsolall Jnai
e 8pa0l lgya) of Wl j8lall oag) drogdl 6ol o ddjlito cuw) T dolall ¢l o acl

lglac cilebw pusi of Blall @ie]
Jebll ale) Bl e T asolall fhyus

Example 33B
University B has made a building available free of charge for the provision of childcare services on

the grounds of the University. The childcare services are provided by an incorporated society. All
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parents using the childcare center are members of the society. The members appoint the Board of
the incorporated society and are in charge of the childcare center’s operating and financial policies.
The childcare center is able to be used by staff, students and the general public, with students
having priority. Because the childcare center is on University property the staff and parents are
required to comply with University health and safety policies. The incorporated society is the
licensed provider of childcare services. If the incorporated society ceases to operate, its resources
must be distributed to a similar non-profit organization. The incorporated society could choose not
to use the University's buildings in providing its services.

Although the University receives non-financial benefits from having childcare services available on
campus it does not have power to direct the relevant activities of the incorporated society. The
members of the incorporated society, being the parents of the children, have the power to direct
the relevant activities of the incorporated society. The University does not control the incorporated

society.
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Link between Power and Benefits
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Delegated Power (paragraphs AG60-AG63)
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13. The following examples illustrate assessments of whether an entity is acting as a principal or

an agent for the purposes of this Standard.
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Example 34

A government department may be responsible for monitoring the performance of another public
sector entity. The role of the monitoring department is to make sure the other entity's approach is
consistent with the government’s goals, provide Ministers with quality assurance about delivery
and results and assess and notify the Minister of any risks. The department has an explicit
agreement with the Minister which sets out its monitoring responsibilities. The department has the
authority to request information from the other entity and provides advice to the Minister on any

funding requests from that entity. The department also advises the Minister as to whether the other
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entity should be permitted to undertake certain activities. The department is acting as an agent of

the Minister.

Example 35
A provincial government establishes a trust to co-ordinate fundraising efforts for the benefit of
health programs and other health initiatives in the region. The trust also invests and manages
designated endowment funds. The funds raised are applied to the government-owned hospitals
and aged care facilities in the region.
The provincial government appoints all the trustees on the board of the trust and funds the trust's
operating costs. The trust is a registered charity and is exempt from income tax.
Based on the following analysis, the provincial government controls the trust:

a. The provincial government can give directions to the trustees, and the trustees have the
current ability to direct the relevant activities of the trust The trustees have power over
the trust and the provincial government can replace the trustees at its discretion§ The
trustees’ fiduciary obligation to act in the best interest of the beneficiaries does not
prevent the provincial government from having power over the trust;

b. The provincial government has exposure and rights to variable benefits from involvement
with the trust;

c. Theprovincial government can use its power over the trust to affect the nature or amount
of the trust's benefits; and

d. The activities of the trust are complementary to the activities of the provincial

government.
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Example 36
A statutory body is established under legislation to deliver services to the community. The statutory

body has a governing council that oversees the body's operations and is responsible for its day-to-
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day operations. The Minister of Health for the provincial government appoints the statutory body's
governing council and, subject to the Minister's approval, the statutory body’s governing council
appoints the chief executive of the body.
The provincial government’'s Health Department acts as the “system manager” for the provincial
public health system. This role includes:

a. Strategic leadership, such as the development of provincial-wide health service plans;

b. Directions for the delivery of health services, such as entering into service agreements,
capital works approval and management of provincial-wide industrial relations, including
employment terms and conditions for the statutory body’'s employees; and

c. Monitoring of performance (e.g., quality of health services and financial data) of the
authority and taking remedial action when performance does not meet specified
performance measures.

The Minister’'s approval is specifically required for the following major decisions:

a. Entering into service agreements with the body;

b. Issuing binding health service directives;

c. Finalization of health service plans and capital works planning; and

d. Employment and remuneration of the statutory body’'s executive staff.

The Health Department receives all its operating and capital funding from the provincial
government.

Based on the facts and circumstances outlined above, the Health Department generally acts as an
agent of the Minister in relation to the statutory body. This is evident from the restricted decision-
making authority held by the Department. The Health Department does not control the statutory
body.

As the Minister appoints the statutory body’'s governing council and approves the major decisions

affecting the body's activities, the Minister has the power to direct the relevant activities of the
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body. Assuming that the other control criteria (variable returns and link between power and
benefits) are satisfied, as would be expected, then the Minister would control the statutory body.
As a result, the statutory body would be consolidated in the provincial government's whole of

government general purpose financial statements

Example 37
The facts are the same as in Example 36 except that:
a. The Minister has delegated the power to appoint members of the statutory body's
governing council to the Health Department’s head;
b. The appointment of the statutory body’s chief executive by the governing council does not
require the Minister’'s approval;
c. The Minister has delegated the power to approve the major decisions to the Health
Department’s head; and
d. Assessments of the Health Department’s performance encompass the performance of the
statutory body.
The Minister could still exercise the powers that have been delegated to the Health Department’s
head, but in practice, is unlikely to do so.
In this example, the scope of the decision-making authority held by the Health Department has
increased significantly as a result of the delegations by the Minister to the Health Department head.
As the Health Department acts as a principal under the delegations, the Department has the
current ability to direct the relevant activities of the statutory body so as to achieve the health
service objectives of the Health Department. As the Health Department also has the ability to use
its power over the authority to affect the nature or amount of the Department’'s benefits, the

Department controls the statutory body.
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Example 38
The head of the government department related to finance and taxation (the Treasury) is
designated by law as the managing trustee for a number of investment funds. The investment

funds are funded by designated taxes and are used to deliver federal welfare programs. The
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Treasury collects most of the designated tax revenue that relates to these funds. Other agencies

also collect some of the revenues and forward these to the Treasury.

The Treasury is delegated the responsibility for administering the funds. For each of the funds, the
Treasury immediately invests all receipts credited to the fund, and maintains the invested assets
in a designated trust fund until money is needed by the relevant agency.

When the relevant agencies determine that monies are needed, the Treasury redeems securities
from the funds’ investment balances, and transfers the cash proceeds, including interest earned
on the investments, to the program accounts for disbursement by the agency. The Treasury

provides monthly and other periodic reporting to each agency. The Treasury charges a
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management fee for its services. Qualindl
The Treasury does not control the funds.
Example 39 39 dLLo

A local government administers ten funds, each relating to a specific district. The funds hold
specified assets (such as land, property and investments) that belonged to districts that previously
had their own local government but which have since been amalgamated with other districts. The
funds receive the revenue associated with the assets and certain taxes such as the property taxes
for that district. The rights of the funds to hold these specified assets and receive the specified
revenue are set out in legislation. The assets and revenue of the fund may be applied solely for the
benefit of the inhabitants of the former districts.

The local government has wide discretion over spending by the funds. Funds must be applied for
the benefit of the community in such a manner as using reasonable judgment the local government
thinks proper and having regard to the interests of the inhabitants of the former district. The local
government may apply the fund to spending which is not covered by council taxation. Expenditure
charged to the fund must be for purposes permitted by law.

The funds are controlled by the local government.
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Example 40
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A sovereign wealth fund (the fund) is a constitutionally established permanent fund, managed by a
government corporation. Legislation specifies that the fund is entitled to receive at least 25% of
proceeds from oil sales. The fund sets aside a certain share of these revenues to benefit current
and future generations of citizens.

The corporation manages the assets of both the fund and certain other state investments and is
remunerated for doing so. The corporation may not spend the fund revenue. Decisions on spending
fund revenue are made by the Parliament. Each year, the fund's revenue is split between operating
expenses and an annual payment to residents that meet certain criteria specified in legislation.

The corporation does not control the sovereign wealth fund. It acts solely as an agent.
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Example 41

A decision maker (fund manager) establishes, markets and manages a publicly traded, regulated
fund according to narrowly defined parameters set out in the investment mandate as required by
its local laws and regulations. The fund was marketed to investors as an investment in a diversified
portfolio of equity securities of publicly traded entities. Within the defined parameters, the fund
manager has discretion about the assets in which to invest. The fund manager has made a 10 per
cent pro rata investment in the fund and receives a market-based fee for its services equal to 1
per cent of the net asset value of the fund. The fees are commensurate with the services provided.
The fund manager does not have any obligation to fund losses beyond its 10 per cent investment.
The fund is not required to establish, and has not established, an independent board of directors.
The investors do not hold any substantive rights that would affect the decision-making authority of
the fund manager, but can redeem their interests within particular limits set by the fund.
Although operating within the parameters set out in the investment mandate and in accordance
with the regulatory requirements, the fund manager has decision-making rights that give it the
current ability to direct the relevant activities of the fund—the investors do not hold substantive
rights that could affect the fund manager’'s decision-making authority. The fund manager receives
a market-based fee for its services that is commensurate with the services provided and has also

made a pro rata investment in the fund. The remuneration and its investment expose the fund
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manager to variability of benefits from the activities of the fund without creating exposure that is
of such significance that it indicates that the fund manager is a principal.

In this example, consideration of the fund manager’'s exposure to variability of benefits from the
fund together with its decision-making authority within restricted parameters indicates that the

fund manager is an agent. Thus, the fund manager concludes that it does not control the fund.
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Example 42

A decision maker establishes, markets and manages a fund that provides investment opportunities
to a number of investors. The decision maker (fund manager) must make decisions in the best
interests of all investors and in accordance with the fund's governing agreements. Nonetheless,
the fund manager has wide decision-making discretion. The fund manager receives a market-
based fee for its services equal to 1 per cent of assets under management and 20 per cent of all
the fund's surplus if a specified level of surplus is achieved. The fees are commensurate with the
services provided.

Although it must make decisions in the best interests of all investors, the fund manager has
extensive decision-making authority to direct the relevant activities of the fund. The fund manager
is paid fixed and performance- related fees that are commensurate with the services provided. In
addition, the remuneration aligns the interests of the fund manager with those of the other
investors to increase the value of the fund, without creating exposure to variability of benefits from

the activities of the fund that is of such significance that the remuneration, when considered in
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isolation, indicates that the fund manager is a principal. B2 Sle
The above fact pattern and analysis applies to examples 42A-42C described below. Each example

is considered in isolation.

Example 42A () 42 Jlio

The fund manager also has a 2 per cent investment in the fund that aligns its interests with those
of the other investors. The fund manager does not have any obligation to fund losses beyond its 2
per cent investment. The investors can remove the fund manager by a simple majority vote, but

only for breach of contract.
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The fund manager’s 2 per cent investment increases its exposure to variability of benefits from the
activities of the fund without creating exposure that is of such significance that it indicates that the
fund manageris a principal. The other investors’ rights to remove the fund manager are considered
to be protective rights because they are exercisable only for breach of contract. In this example,
although the fund manager has extensive decision-making authority and is exposed to variability
of benefits from its interest and remuneration, the fund manager’s exposure indicates that the fund

manager is an agent. Thus, the fund manager concludes that it does not control the fund.
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Example 42B

The fund manager has a more substantial pro rata investment in the fund, but does not have any
obligation to fund losses beyond that investment. The investors can remove the fund manager by
a simple majority vote, but only for breach of contract.

In this example, the other investors’ rights to remove the fund manager are considered to be
protective rights because they are exercisable only for breach of contract. Although the fund
manager is paid fixed and performance-related fees that are commensurate with the services
provided, the combination of the fund manager’s investment together with its remuneration could
create exposure to variability of benefits from the activities of the fund that is of such significance
that it indicates that the fund manager is a principal. The greater the magnitude of, and variability
associated with, the fund manager’s economic interests (considering its remuneration and other
interests in aggregate), the more emphasis the fund manager would place on those economic
interests in the analysis, and the more likely the fund manager is a principal.

For example, having considered its remuneration and the other factors, the fund manager might
consider a 20 per cent investment to be sufficient to conclude that it controls the fund. However, in
different circumstances (i.e., if the remuneration or other factors are different), control may arise

when the level of investment is different.
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Example 42C
The fund manager has a 20 per cent pro rata investment in the fund, but does not have any

obligation to fund losses beyond its 20 per cent investment. The fund has a board of directors, all
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of whose members are independent of the fund manager and are appointed by the other investors.

The board appoints the fund manager annually. If the board decided not to renew the fund
manager’s contract, the services performed by the fund manager could be performed by other
managers in the industry.

Although the fund manager is paid fixed and performance-related fees that are commensurate
with the services provided, the combination of the fund manager’'s 20 per cent investment together
with its remuneration creates exposure to variability of benefits from the activities of the fund that
is of such significance that it indicates that the fund manager is a principal. However, the investors
have substantive rights to remove the fund manager—the board of directors provides a mechanism
to ensure that the investors can remove the fund manager if they decide to do so.

In this example, the fund manager places greater emphasis on the substantive removal rights in
the analysis. Thus, although the fund manager has extensive decision-making authority and is
exposed to variability of benefits of the fund from its remuneration and investment, the substantive
rights held by the other investors indicate that the fund manager is an agent. Thus, the fund

manager concludes that it does not control the fund.

@92inll pao gulaall greig udl guotiuoe J16 g0 ggifeig @gainl yao ge ggléiuo

Sl wloaall CIJDTJ GAay dilo «(§gaindl pao a8 1397 pac gulaall 16 15lg (sgiw JAuiu
aclinll 6 gl ganao H8 go Ggainll pao lgog

ol 1 .doasoll viloasll g0 Liwlidld oIl dalsio aili loguwj (§gainll paal 262y dil ac)q
20liall 0 poil popeill Gl so§) 26 arygeig %20 duud Ggaindl yao jleiiwl gy gooll
Jiol 9o @gainl yao of G iy Cus deedl 4o 136 Gle g4y Geaindl dhuinl o
8)> 41 k2o 16g “ud = @gaindl pao Jjol gulwl B98s ggpaliuall ellay 5 go acyllg
U3y olsll 1g)p6 15] Ggainll pao Jje agifoy gpaibwall gl o 250 ayl

clug Jubidll 0 wwlwdl gliil Ggaall e pﬁl Jauy @gaindl yao by JUall 15 0
Wig Wljlall 31551 6 dewlg dbluy gialy @Ggqaindl yao UT o0 acdl oo el Lle
uo gy hoinall (ulwll Ggaall UT Al .ojloliwlg arygei (o dséniall (Ggainl golio poil
@931l 20 ity <l13) 159 dasy Josy §9ainll 120 of ] il 03 ppoliauo Jid
89aindl le by U il

Example 43

Entity A is created to purchase a portfolio of fixed rate asset-backed securities, funded by fixed rate
debt instruments and equity instruments. The equity instruments are designed to provide first loss
protection to the debt investors and receive any residual benefits from Entity A. The transaction
was marketed to potential debt investors as an investment in a portfolio of asset-backed securities
with exposure to the credit risk associated with the possible default of the issuers of the asset-
backed securities in the portfolio and to the interest rate risk associated with the management of
the portfolio. On formation, the equity instruments represent 10 per cent of the value of the assets
purchased. A decision maker (the asset manager) manages the active asset portfolio by making
investment decisions within the parameters set out in Entity A's prospectus. For those services,

the asset manager receives a market-based fixed fee (i.e., 1 per cent of assets under management)
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and performance-related fees (i.e., 10 per cent of surplus) if Entity A's surpluses exceed a specified

level. The fees are commensurate with the services provided. The asset manager holds 35 per cent
of the equity instruments of Entity A. The remaining 65 per cent of the equity instruments, and all
the debt instruments of Entity A, are held by a large number of widely dispersed unrelated third
party investors. The asset manager can be removed, without cause, by a simple majority decision
of the other investors.

The asset manager is paid fixed and performance-related fees that are commensurate with the
services provided. The remuneration aligns the interests of the fund manager with those of the
other investors to increase the value of the fund. The asset manager has exposure to variability of
returns from the activities of the fund because it holds 35 per cent of the equity instruments and
from its remuneration.

Although operating within the parameters set out in Entity A's prospectus, the asset manager has
the current ability to make investment decisions that significantly affect Entity A's benefits in the
form of returns—the removal rights held by the other investors receive little weighting in the
analysis because those rights are held by a large number of widely dispersed investors. In this
example, the asset manager places greater emphasis on its exposure to variability of returns of
the fund from its net asset/ equity interest, which is subordinate to the debt instruments. Holding
35 per cent of the equity instruments creates subordinated exposure to losses and rights to returns
of Entity A, which are of such significance that it indicates that the asset manager is a principal.

Thus, the asset manager concludes that it controls Entity A.
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Example 44

A decision maker (the sponsor) sponsors a multi-seller conduit, which issues short-term debt
instruments to unrelated third party investors. The transaction was marketed to potential investors
as an investment in a portfolio of highly rated medium-term assets with minimal exposure to the
credit risk associated with the possible default by the issuers of the assets in the portfolio. Various
transferors sell high quality medium- term asset portfolios to the conduit. Each transferor services

the portfolio of assets that it sells to the conduit and manages receivables on default for a market-
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Illustrative Examples

based servicing fee. Each transferor also provides first loss protection against credit losses from
its asset portfolio through over- collateralization of the assets transferred to the conduit. The
sponsor establishes the terms of the conduit and manages the operations of the conduit for a
market-based fee. The fee is commensurate with the services provided. The sponsor approves the
sellers permitted to sell to the conduit, approves the assets to be purchased by the conduit and
makes decisions about the funding of the conduit. The sponsor must act in the best interests of all
investors.

The sponsor is entitled to any residual benefit from the conduit and also provides credit
enhancement and liquidity facilities to the conduit. The credit enhancement provided by the
sponsor absorbs losses of up to 5 per cent of all of the conduit’s assets, after losses are absorbed
by the transferors. The liquidity facilities are not advanced against defaulted assets. The investors
do not hold substantive rights that could affect the decision-making authority of the sponsor.
Even though the sponsor is paid a market-based fee for its services that is commensurate with the
services provided, the sponsor has exposure to variability of benefits from the activities of the
conduit because of its rights to any residual benefits from the conduit and the provision of credit
enhancement and liquidity facilities (i.e., the conduit is exposed to liquidity risk by using short-term
debt instruments to fund medium-term assets). Even though each of the transferors has decision-
making rights that affect the value of the assets of the conduit, the sponsor has extensive decision-
making authority that gives it the current ability to direct the activities that most significantly affect
the benefits from the conduit (i.e., the sponsor established the terms of the conduit, has the right
to make decisions about the assets (approving the assets purchased and the transferors of those
assets) and the funding of the conduit (for which new investment must be found on a regular
basis)). The right to residual benefits from the conduit and the provision of credit enhancement and
liquidity facilities expose the sponsor to variability of benefits from the activities of the conduit that
is different from that of the other investors. Accordingly, that exposure indicates that the sponsor
is a principal and thus the sponsor concludes that it controls the conduit. The sponsor’s obligation

to act in the best interest of all investors does not prevent the sponsor from being a principal.

L}qug.DTdb_é_'wuc&ogLUI dwilaif Ul Slwall o dyloo Jgoo J5 pogs Los (§audl Sle duuo

wleil Jlso Lgillac paig slall bopi Jiesll 330y slisll Sl dasiall Jogodl glon Jus
il Gle Juedll Golaig CLDJQ_QJ| Wloaall 20 wleidl wwliig (Gl Sl duiwo
el aadyg 6lisll Jud (o (S}J_Lu_l.uJ Sl Jandl Lle @olgig .sliall ] 21l 0g) ogouall

ieiiuall 210 dalno 6 winy loy Jiesll Josy of Loy slall Jigai Jgo

dquw lliguig LEULLLLﬂ loco :Loleong 6l (o auéyio dedio LsTu.Lc Jaooll Juesl) §aug
Jool 2109 g0 %5 | Joi flus Jwasll Jud go ogiaall Gilaiiil acall iegiuyg 8lsll
Jandl Wléo dguull wulligui 0387 1g .glgaall Jib o flwsll l_L(_Zg,I_U.LT OT axy BlaJl

Jall 3l Lo Juedll @bl Gle 1§ of g4ay gulwl Bgan ggpaiiuwall ellay g 8isiall

ilo2all 20 wuwliiy Loy ailoas Jilao Ggudl Gl dgio ileil Jyasll goaf ail go acyllg
0 diio 20lio T 6 avgen L 8Ll abuiil o goliall peil el al U] doasall
ac dguull pblaol sliall oy ) Wl tiliguig el acal pogi Liung slisll
(oIl abuwgioll Jgodl Jigai) Jodll 6pms o cilgal oladiwl Giyb

Jool daid le J85 il sl 51l @gaay sials pgaall go Jgao U5 of wo el Gleg
abuiidl apgi Gle alall 828l aniai caljlyall 315l dewlg dhlw ¢llay Jieall of U1 .slisll
G8g 6lsll bapd 330y J1eall of ) sliall o daéniall goliall Lo ago J4uiy J§i il
Jigaig (Jgo Il el LLobs leg slytivall Jgodl e dasolgall) Jen Il gliu ciljlall slasl al
oo Jgnall o @all of s ((abiio J4udu lg) 63320 cljlatiwl alay] go 2 4 SIl) lisll
R Gl Jwedll oy dgpudl williguiig Gilaiiul acall pogig sliall go duaiioll goliall
piy el Towg up Il gupadiwall goliall poi ge waliay Ll slall abuiil go goliall
slall Gle phyy ail Gl dwasll gaday wells Gle elig .Gl Jiodl ga Jwadll of Gl gyl
Tuol digh gios U gupadiwall 2100 @alno o Jasll Jiosll Liolg of Las

141



dogeuull dyjell ddlaoll o plell glbsl duulbnall pleog aualao Juo
"8a0gall ddloll pilgall” 35 plall clball duwball jieoy 486 pall dwljall
02024 jlap]
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Accounting requirements. loss of control (paragraphs 52—-554)

(155-52 wilaall) bl glags duwwlball cllbiall

13A.The following example illustrates the treatment of a sale of an interest in a controlled entity

that does not contain an operation.

Example 44A

A controlling entity has a 100 per cent interest in a controlled entity that does not contain an
operation. The controlling entity sells 70 per cent of its interest in the controlled entity to an
associate in which it has a 20 per cent interest. As a consequence of this transaction, the controlling
entity loses control of the controlled entity. The carrying amount of the net assets of the subsidiary
is CU100 and the carrying amount of the interest sold is CU70 (CU70 = CU100 x 70%). The fair value
of the consideration received is CU210, which is also the fair value of the interest sold. The
investment retained in the former controlled entity is an associate accounted for using the equity
method and its fair value is CU90. The gain determined in accordance with paragraphs 54-55,
before the elimination required by paragraph 55A, is CU200 (CU200 = CU210 + CU90 - CU100). This
gain comprises two parts:

a. The gain (CU140) resulting from the sale of the 70 per cent interest in the controlled entity to
the associate. This gain is the difference between the fair value of the consideration received
(CU210) and the carrying amount of the interest sold (CU70). According to paragraph 55A, the
controlling entity recognizes in its surplus or deficit the amount of the gain attributable to the
unrelated investors' interests in the existing associate. This is 80 per cent of this gain, that is
CU112 (CU112 = CU140 x 80%). The remaining 20 per cent of the gain (CU28 = CU140 x 20%)
is eliminated against the carrying amount of the investment in the existing associate.

b. The gain (CU40) resulting from the remeasurement at fair value of the investment directly
retained in the former controlled entity. This gain is the difference between the fair value of
the investment retained in the former controlled entity (CU90) and 30 per cent of the carrying
amount of the net assets of the controlled entity (CU30 = CU100 x 30%). According to
paragraph 55A, the controlling entity recognizes in its surplus or deficit the amount of the gain

attributable to the unrelated investors' interests in the new associate. This is 56 per cent (70%
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x 80%) of the gain, that is CU34 (CU34 = CU0 x 56%). The remaining 44 per cent of the gain
CU26 (CU26 = CUb0 x 44%) is eliminated against the carrying amount of the investment

retained in the former controlled entity.
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Investment Entities (paragraphs AG88-AG106)
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14. The following examples illustrate assessments of whether an entity is an investment entity

for the purposes of this Standard.
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Example 45

An entity, Limited Partnership, is formed in 20X1 as a limited partnership with a 10-year life. The
offering memorandum states that Limited Partnership’s purpose is to invest in entities with rapid
growth potential, with the objective of realizing capital appreciation over their life. Entity GP (the
general partner of Limited Partnership) provides 1 per cent of the capital to Limited Partnership
and has the responsibility of identifying suitable investments for the partnership. Approximately
75 limited partners, who are unrelated to Entity GP, provide 99 per cent of the capital to the
partnership.

Limited Partnership begins its investment activities in 20X1. However, no suitable investments are
identified by the end of 20X1. In 20X2 Limited Partnership acquires a controlling interest in one
entity, ABC Corporation. Limited Partnership is unable to close another investment transaction until
20X3, at which time it acquires equity interests in five additional operating companies. Other than
acquiring these equity interests, Limited Partnership conducts no other activities. Limited
Partnership measures and evaluates its investments on a fair value basis and this information is

provided to Entity GP and the external investors.
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Limited Partnership has plans to dispose of its interests in each of its investees during the 10year
stated life of the partnership. Such disposals include the outright sale for cash, the distribution of
marketable equity securities to investors following the successful public offering of the investees’

securities and the disposal of investments to the public or other unrelated entities.
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Example
From the information provided, Limited Partnership meets the definition of an investment entity
from formation in 20X1 to 31 December 20X3 because the following conditions exist:

a. Limited Partnership has obtained funds from the limited partners and is providing those
limited partners with investment management services;

b. Limited Partnership’s only activity is acquiring equity interests in operating companies
with the purpose of realizing capital appreciation over the life of the investments. Limited
Partnership has identified and documented exit strategies for its investments, all of which
are equity investments; and

c. Limited Partnership measures and evaluates its investments on a fair value basis and
reports this financial information to its investors.

In addition, Limited Partnership displays the following characteristics that are relevant in assessing
whether it meets the definition of an investment entity:

a. Limited Partnership is funded by many investors; and

b.  Ownership in Limited Partnership is represented by units of partnership interests
acquired through a capital contribution.

Limited Partnership does not hold more than one investment throughout the period. However, this

is because it was still in its start-up period and had not identified suitable investment opportunities.
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Example 46

High Technology Fund was formed by Technology Corporation to invest in technology start-up
companies for capital appreciation. Technology Corporation holds a 70 per cent interest in High
Technology Fund and controls High Technology Fund; the other 30 per cent ownership interest in

High Technology Fund is owned by 10 investors. Technology Corporation holds options to acquire
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investments held by High Technology Fund, at their fair value, which would be exercised if the
technology developed by the investees would benefit the operations of Technology Corporation. No
plans for exiting the investments have been identified by High Technology Fund. High Technology
Fund is managed by an investment adviser that acts as agent for the investors in High Technology
Fund.

Even though High Technology Fund’s purpose is investing for capital appreciation and it provides
investment management services to its investors, High Technology Fund is not an investment
entity because of the following arrangements and circumstances:

a. Technology Corporation, the controlling entity of High Technology Fund, holds options to
acquire investments in investments held by High Technology Fund if the assets developed by
those entities would benefit the operations of Technology Corporation. This provides a benefit
in addition to capital appreciation or investment revenue; and

b. The investment plans of High Technology Fund do not include exit strategies for its
investments, which are equity investments. The options held by Technology Corporation are

not controlled by High Technology Fund and do not constitute an exit strategy.
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Example 47

Real Estate Entity was formed to develop, own and operate retail, office and other commercial
properties. Real Estate Entity typically holds its property in separate wholly owned controlled
entities, which have no other substantial assets or liabilities other than borrowings used to finance
the related investment property. Real Estate Entity and each of its controlled entities report their
investment properties at fair value in accordance with IPSAS 16, /nvestment Property. Real Estate
Entity does not have a set time frame for disposing of its property investments, but uses fair value
to help identify the optimal time for disposal. Although fair value is one performance indicator, Real

Estate Entity and its investors use other measures, including information about expected cash

47 Jlio
oIl aylaillg auidallg daylasll cilblinall Jusdig ¢iliolg pgbil dyjléell dgall il
Jols Jasiy d5gloog dybuwl] denls dnaio tilgs (o lgiljlasy 6ale dyjlasll dgall Baing
wililasll Jgail aoariwall pguall Lol sl spud wboljill ol Jeof T elliai U illg
lailjlac Laile fhywall lgilgn g0 dgo J5g dylasll dgall Jouwi o tlell wild dylatiw Ul
oulg dylaiivtl Cilsel 16 plall elbsl duwlhall Jueal og dlalell dawsll dy)jlaiiwlll
aale)l dousll pasiwi lgid) dylesll lgillaiiwl Lopnill 5330 (ioj jlb] dyjlasll dgall (g2
Wlpigo o oo aalell ansll ol go acdl Lo oleiwl JioDl cisgll 5335 6 6acluall
oc wilogleo cll (6 Loy (ol Luyléo (goaaiuy lgyaiinog aylasll dgall of 1] l2 T

145



dogeuull dyjell ddlaoll o plell glbsl duulbnall pleog aualao Juo
"8a0gall ddloll pilgall” 35 plall clball duwball jieoy 486 pall dwljall
02024 jlap]

Illustrative Examples

flows, rental revenues and expenses, to assess performance and to make investment decisions.
The key management personnel of Real Estate Entity do not consider fair value information to be
the primary measurement attribute to evaluate the performance of its investments but rather a

part of a group of equally relevant key performance indicators.
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Example 48

Real Estate Entity undertakes extensive property and asset management activities, including
property maintenance, capital expenditure, redevelopment, marketing and tenant selection, some
of which it outsources to third parties. This includes the selection of properties for refurbishment,
development and the negotiation with suppliers for the design and construction work to be done to
develop such properties. This development activity forms a separate substantial part of Real Estate
Entity's activities.

Real Estate Entity does not meet the definition of an investment entity because:

a. Real Estate Entity has a separate substantial activity that involves the active management
of its property portfolio, including lease negotiations, refurbishments and development
activities, and marketing of properties to provide benefits other than capital appreciation,
investment revenue, or both;

b. The investment plans of Real Estate Entity do not include specified exit strategies for its
investments. As a result, Real Estate Entity plans to hold those property investments
indefinitely; and

c. Although Real Estate Entity reports its investment properties at fair value in accordance
with IPSAS 16, fair value is not the primary measurement attribute used by management
to evaluate the performance of its investments. Other performance indicators are used

to evaluate performance and make investment decisions.
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Example
An entity, Master Fund, is formed in 20X1 with a 10-year life§ The equity of Master Fund is held by

two related feeder funds. The feeder funds are established in connection with each other to meet
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Illustrative Examples

legal, regulatory, tax or similar requirements§ The feeder funds are capitalized with a 1 per cent
investment from the general partner and 99 per cent from equity investors thatare unrelated to the

general partner (with no party holding a controlling financial interest).

Example 48
The purpose of Master Fund is to hold
GP Third party Third party GP a portfolio of investments in order to
1% 99% 99% 1% . .
generate capital appreciation and

Ifl |—*—' investment  revenue  (such as

) dividends, interest or rental revenue).
Domestic Offshore

Feeder Feeder The investment objective
[ . | communicated to investors is that the
sole purpose of the Master-Feeder
Master structure is to provide investment
¢ opportunities for investors in separate
market niches to invest in a large pool
Portfolio of of assets. Master Fund has identified

Investments . .
and documented exit strategies for the

equity and non-financial investments that it holds. Master Fund holds a portfolio of short and
medium term debt investments, some of which will be held until maturity and some of which will
be traded but Master Fund has not specifically identified which investments will be held and which
will be traded. Master Fund measures and evaluates substantially all of its investments, including
its debt investments, on a fair value basis. In addition, investors receive periodic financial
information, on a fair value basis, from the feeder funds. Ownership in both Master Fund and the

feeder funds is represented through units of equity.
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Example
Master Fund and the feeder funds each meet the definition of an investment entity. The following

conditions exist:
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a. Both Master Fund and the feeder funds have obtained funds for the purpose of providing
investors with investment management services;

b. The Master-Feeder structure’'s purpose, which was communicated directly to investors
of the feeder funds, is investing solely for capital appreciation and investment revenue
and Master Fund has identified and documented potential exit strategies for its equity and
non- financial investments;

c. Although the feeder funds do not have an exit strategy for their interests in Master Fund,
the feeder funds can nevertheless be considered to have an exit strategy for their
investments because Master Fund was formed in connection with the feeder funds and
holds investments on behalf of the feeder funds; and

d. Theinvestments held by Master Fund are measured and evaluated on a fair value basis
and information about the investments made by Master Fund is provided to investors on

a fair value basis through the feeder funds.
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Example
Master Fund and the feeder funds were formed in connection with each other for legal, regulatory,
tax or similar requirements. When considered together, they display the following characteristics:

a. The feeder funds indirectly hold more than one investment because Master Fund holds a
portfolio of investments;

b. Although Master Fund is wholly capitalized by the feeder funds, the feeder funds are
funded by many investors who are unrelated to the feeder funds (and to the general
partner); and

c.  Ownershipinthe feeder funds is represented by units of equity interests acquired through

a capital contribution.
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Example 49
Government Corporation A was established with the principal activity of providing equity finance to

both existing and new enterprises. Its investment objective is to seek capital appreciation and
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returns. All acquisitions are made on that basis. The strategy of the Corporation is to increase the
fair value of investments in order to realize a gain on disposal. Management assesses and monitors
fair value of the investments on a regular basis. The Corporation regularly disposes of investments
when they reach a certain stage of maturity so as to provide funds for ongoing investment
opportunities. Any surplus is distributed to the government in the form of dividends.

The Corporation also provides investment related services to the government regarding the
government’s policies for assisting entities in financial distress. It acts as an agent in managing
and implementing some of the government’s business incentive schemes. The Corporation is not
exposed to any losses or risks as a result of its involvement with these schemes.

The Corporation is an investment entity. It meets all three aspects of the definition of an investment

entity.
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