1.5 Financial Instruments (continued)

Tax Expenses

Derecognition

Current and deferred taxes are recognised as income or an expense and included in surplus or deficit for the
period, except to the extent that the tax arises from:

Financial Assets
A financial asset (or, where applicable a part of a financial asset or part of a group of similar financial assets) is
derecognised where:
•
•
•

the rights to receive cash flows from the asset have expired;
the entity retains the right to receive cash flows from the asset, but has assumed an obligation to pay them
in full without material delay to a third party under a ‘pass-through’ arrangement; or
the entity has transferred its rights to receive cash flows from the asset and either
-- has transferred substantially all the risks and rewards of the asset, or
-- has neither transferred nor retained substantially all the risks and rewards of the asset, but has
transferred control of the asset.

•
•

a transaction or event which is recognised, in the same or a different period, to net assets; or
a business combination.

Current tax and deferred taxes are charged or credited to net assets if the tax relates to items that are credited
or charged, in the same or a different period, to net assets.
1.7 Leases
A lease is classified as a finance lease if it transfers substantially all the risks and rewards incidental to
ownership. A lease is classified as an operating lease if it does not transfer substantially all the risks and
rewards incidental to ownership.

Financial Liabilities

Finance Leases - Lessee

A financial liability is derecognised when the obligation under the liability is discharged, cancelled or expires.
Where an existing financial liability is replaced by another from the same lender on substantially different
terms, or the terms of an existing liability are substantially modified, such an exchange or modification is
treated as a derecognition of the original liability and the recognition of a new liability, and the difference in
the respective carrying amounts is recognised in surplus or deficit.

Finance leases are recognised as assets and liabilities in the statement of financial position at amounts equal
to the fair value of the leased property or, if lower, the present value of the minimum lease payments. The
corresponding liability to the lessor is included in the statement of financial position as a finance lease
obligation.

1.6 Current and Deferred Tax
Current Tax Assets and Liabilities
The tax currently payable is based on taxable income for the year. Taxable income differs from surplus as
reported in the statement of financial performance, because it includes income and expenses that are taxable
or tax deductible in other years and it further excludes items that are never taxable or tax deductible.
Current tax for current and prior periods is, to the extent unpaid, recognised as a liability. If the amount already
paid in respect of current and prior periods exceeds the amount due for those periods, the excess is recognised
as an asset.

The discount rate used in calculating the present value of the minimum lease payments is the interest rate
implicit in the lease.
Minimum lease payments are apportioned between the finance charge and reduction of the outstanding
liability. The finance charge is allocated to each period during the lease term so as to produce a constant
periodic rate of on the remaining balance of the liability.
Finance charges are charged to surplus or deficit, unless they are directly attributable to qualifying assets, in
which case they are capitalised in accordance with the company’s general policy of borrowing costs.
Operating Leases - Lessee

Current tax liabilities / (assets) for the current and prior periods are measured at the amount expected to be
paid to / (recovered from) the tax authorities, using the tax rates (and tax laws) that have been enacted or
substantively enacted by the reporting date.

Operating lease payments are recognised as an expense on a straight-line basis over the lease term. The
difference between the amounts recognised as an expense and the contractual payments are recognised as an
operating lease asset or liability. Payments made in entering into or acquiring leasehold that is accounted for as
an operating lease are amortised over the lease term.

Deferred Tax Assets and Liabilities

1.8 Impairment of Assets

A deferred tax liability is recognised for all taxable temporary differences, except to the extent that the deferred
tax liability arises from the initial recognition of an asset or liability in a transaction which at the time of the
transaction, affects neither accounting surplus nor taxable profit (tax loss).
A deferred tax asset is recognised for all deductible temporary differences to the extent that it is probable that
taxable surplus will be available against which the deductible temporary difference can be utilised. A deferred
tax asset is not recognised when it arises from the initial recognition of an asset or liability in a transaction at
the time of the transaction, affects neither accounting surplus nor taxable profit (tax loss).
A deferred tax asset is recognised for the carry forward of unused tax losses and unused STC credits to the
extent that it is probable that future taxable surplus will be available against which the unused tax losses and
unused STC credits can be utilised.
Deferred tax assets and liabilities are measured at the tax rates that are expected to apply to the period when
the asset is realised or the liability is settled, based on tax rates (and tax laws) that have been enacted or
substantively enacted by the end of the reporting period.
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Cash-generating assets are assets managed with the objective of generating a commercial return. An asset
generates a commercial return when it is deployed in a manner consistent with that adopted by a profitoriented entity.
Impairment is a loss in the future economic benefits or service potential of an asset, over and above the
systematic recognition of the loss of the asset’s future economic benefits or service potential through
depreciation (amortisation).
Carrying amount is the amount at which an asset is recognised in the statement of financial position after
deducting any accumulated depreciation and accumulated impairment losses thereon.
A cash-generating unit is the smallest identifiable group of assets managed with the objective of generating
a commercial return that generates cash inflows from continuing use that are largely independent of the cash
inflows from other assets or groups of assets.
Costs of disposal are incremental costs directly attributable to the disposal of an asset, excluding finance costs
and income tax expense.
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