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Disclaimer

The information contained herein is of a general nature and is not intended
to address the circumstances of any particular individual or entity. Although
we endeavor to provide accurate and timely information, there can be no
guarantee that such information is accurate as of the date it is received or
that it will continue to be accurate in the future. No one should act on such
information without appropriate professional advice after a thorough
examination of the particular situation.
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Overview of standards

Conceptual Framework

CF Framework for the Preparation and Presentation of Financial Statements
Main standards

IAS 1 Presentation of Financial Statements

IAS 2 Inventories

IAS 7 Cash Flow Statements

IAS 8 Accounting Policies, Changes in Accounting Estimates and Errors

IAS 10 Events after the Balance Sheet Date

IAS 11 Constructions Contracts

IAS 12 Income Taxes

IAS 16 Property, Plant and Equipment

IAS 17 Leases

IAS 18 Revenue

IAS 19 Employee Benefits

IAS 20 Accounting for Government Grants and Disclosure of Government Assistance
IAS 21 The Effects of Changes in Foreign Exchange Rates

IAS 23 Borrowing Costs

IAS 24 Related Party Disclosures
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Overview of standards

Main standards (cont.)

IAS 26 Accounting and Reporting by Retirement Benefit Plans
IAS 27 Consolidated and Separate Financial Statements

IAS 28 Investments in Associates

IAS 29 Financial Reporting in Hyperinflationary Economies
IAS 32 Financial Instruments: Presentation

IAS 33 Earnings per Share

IAS 34 Interim Financial Reporting

IAS 36 Impairment of Assets

IAS 37 Provisions, Contingent Liabilities and Contingent Assets
IAS 38 Intangible Assets

IAS 39 Financial Instruments: Recognition and Measurement
IAS 40 Investment Property

IAS 41 Agriculture
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Overview of standards

Main standards (cont.)

IFRS 1 First-time Adoption of International Financial Reporting Standards
IFRS 2 Share-based Payment

IFRS 3 Business Combinations

IFRS 4 Insurance Contracts

IFRS 5 Non-current Assets Held for Sale and Discontinued Operations
IFRS 6 Exploration for and Evaluation of Mineral Resources

IFRS 7 Financial Instruments: Disclosures

IFRS 8 Operating Segments

IFRS 9 Financial Instruments (2015)

IFRS 10 | Consolidated Financial Statements (2013)

IFRS 11 | Joint Arrangements (2013)

IFRS 12 | Disclosure of Interests in Other Entities (2013)

IFRS 13 | Fair Value Measurement (2013)

IFRS 14 | Regulatory deferral accounts (2014)

IFRS 15 | Revenue from contracts with customers (2014)

IFRS 16 | Leases (2016)

Document Classification: KPMG Confidential

Overview of major IFRS concepts and
differences with Belgian GAAP

Accounting principles

~ Intangible assets: internally generated intangibles/ intangibles acquired in a business combination
Property, plant & equipment: component approach
Borrowing costs: capitalisation
Leasing: economic ownership
Impairment of assets: recoverable amount
Inventories: LIFO not allowed / full cost
Financial instruments: fair value / hedge accounting
Provisions: present obligation / past event
Employee benefits: pension liability / asset
Share-based payments: compensation expense at fair value
Deferred taxes: on all temporary differences
Revenue recognition: transfer of risks and rewards
Construction contracts: percentage of completion
Exchange differences: unrealized gains
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Intangible assets (IAS 38) - Internally
generated intangibles

development phase
research phase‘ P l P ‘ not clear

— recognition criteria fulfilled? Recognition criteria:

Technical feasibility
Intention to complete and

use or sell it

Ability to use or sell

Probable future economic
Capitalise as intangible asset benefits ,

Adequate technical and
financial resources to
complete the development
Ability to measure the
expenditure attributable to
the intangible asset

Expense as incurred —
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Intangible assets (IAS 38) - Intangible
assets acquired in a business combination (1)

All identifiable intangible assets
recognised separately from goodwill

Arises from contractual or other

Separable legal rights

) [ Measured at fair value
(\ without consideration
of intended use
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Intangible assets (IAS 38) - Intangible
assets acquired in a business

combination (2)
Marketing related
In-process research Customer-related
and development
<

Technology-based Artistic-related

Contract-based

Intangible assets (IAS 38) - Costs to be
expensed

Start-up
establishment costs
pre-opening costs
pre-operating costs
Training
Advertising and promotional activities
Relocating and re-organising (restructuring)
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Overview of major IFRS concepts

Accounting principles

Intangible assets: internally generated intangibles/ intangible assets acquired in a business combination

Borrowing costs: capitalisation

Leasing: economic ownership

Impairment of assets: recoverable amount
Inventories: LIFO not allowed / full cost

Financial instruments: fair value / hedge accounting
Provisions: present obligation / past event
Employee benefits: pension liability / asset
Share-based payments: compensation expense at fair value
Deferred taxes: on all temporary differences
Revenue recognition: transfer of risks and rewards
Construction contracts: percentage of completion
Exchange differences: unrealized gains
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PP&E (IAS 16) - Parts of an item
“‘component accounting”

On initial recognition, allocate cost to significant parts of asset

Separate depreciation of each “component”

Plant costs 150 Shutdown after 5 years
Useful life 20 years Estimated shutdown costs 30

depreciate over 20 years a) depreciate over 5 years
b) capitalise shutdown costs as incurred
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Overview of major IFRS concepts and
differences with Belgian GAAP

Accounting principles
Intangible assets: internally generated intangibles/ intangible assets acquired in a business combination
Property, plant & equipment: component approach

Leasing: economic ownership

Impairment of assets: recoverable amount
Inventories: LIFO not allowed / full cost

Financial instruments: fair value / hedge accounting
Provisions: present obligation / past event
Employee benefits: pension liability / asset
Share-based payments: compensation expense at fair value
Deferred taxes: on all temporary differences
Revenue recognition: transfer of risks and rewards
Construction contracts: percentage of completion
Exchange differences: unrealized gains

Kbt .
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Borrowing costs (IAS 23)

Core principle

entity should capitalise borrowing costs directly attributable to the
acquisition, construction or production of a qualifying asset

other borrowing costs are recognised as an expense
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Overview of major IFRS concepts and
differences with Belgian GAAP

Accounting principles

Intangible assets: internally generated intangibles/ intangible assets acquired in a business combination
Property, plant & equipment: component approach
Borrowing costs: capitalisation

 Leasing: cconomic ownership
Impairment of assets: recoverable amount
Inventories: LIFO not allowed / full cost
Financial instruments: fair value / hedge accounting
Provisions: present obligation / past event
Employee benefits: pension liability / asset
Share-based payments: compensation expense at fair value
Deferred taxes: on all temporary differences
Revenue recognition: transfer of risks and rewards
Construction contracts: percentage of completion
Exchange differences: unrealized gains
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Leases (IAS 17) - Definition of a lease

use an asset
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Agreement that transfers right
to use an asset for agreed In return for payment
amount of time

Juimpma) 201 KNG i 5 BASCAL K 16
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Leases (IAS 17) — Classification -The key
question

Have substantially all risks and
rewards of ownership of leased

asset been transferred
to the lessee?

Off — balance On balance sheet
Straight line expense Higher cost in beginning
All above ebit line Part of cost below ebit
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Also P&L
impact

Leases (IAS 17) — Classification —
indicators of finance lease

Ownership transfers at end of lease?
Bargain purchase option?

Lease for majority of economic life?

Present value of minimum lease payments equals at least
substantially all of fair value of leased asset?

Lease assets specialised?
no

Additional indicators...
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Leases (IAS 17) — Classification — more
indicators of finance lease

. yes
Cancellation losses borne by lessee?
| no
s . yes
Changes in fair value of residual borne by lessee?

jes
Bargain lease renewal option?

Operating lease

Finance lease
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New IFRS 16 : Model overview

Effective Date: 1 January 2019 Right to use
underlying
asset

Lessor Lessee
‘Accelerated ROU’

Model

Finance or Operating
Model

Lease payments

- - o
Type A Type B RQU Model
L Right to use
Receivable No derecognition underlying asset
. of underlying and lease
Residual Asset asset liability

Impact lessees: All significant leases on-balance
with expense recognition generally front-loaded, similar to current finance leases

Excluded: 1) leases < 12 months and containing no purchase option
2) underlying asset with low value (eg PC, small office furniture)
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10



BIMAC Evening seminar: IFRS Update for Controllers —21/04/2016

Overview of major IFRS concepts and
differences with Belgian GAAP

Accounting principles
Intangible assets: internally generated intangibles/ intangible assets acquired in a business combination
Property, plant & equipment: component approach
Borrowing costs: capitalisation
Leasing: economic ownership

Inventories: LIFO not allowed / full cost

Financial instruments: fair value / hedge accounting
Provisions: present obligation / past event

Employee benefits: pension liability / asset

Share-based payments: compensation expense at fair value
Deferred taxes: on all temporary differences

Revenue recognition: transfer of risks and rewards
Construction contracts: percentage of completion

Exchange differences: unrealized gains
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Overview of major IFRS concepts:
Impairment of Assets (IAS 36)

Assess at each balance sheet date to determine whether there are indications of impairment
Asset impaired when carrying amount > recoverable amount
Recoverable amount is the higher of :

Fair value less costs of disposal (FVLCOD)

Value in use
Carrying 100 100 100
amount
FVLCOD 110 90 90
Value in use 90 110 80
Impairment? No No 10
kbl 22
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Impairment of Assets (IAS 36) -
Frequency of testing depends on the asset

Goodwill,
Indefinite-lived intangible, Everything else
Intangible not yet ready

Any time during the
year, but same time
each year

Mandatory annual testing
+
If indicator of impairment

If indicator of impairment
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Overview of major IFRS concepts and
differences with Belgian GAAP

Accounting principles
Intangible assets: internally generated intangibles/ intangible assets acquired in a business combination
Property, plant & equipment: component approach
Borrowing costs: capitalisation
Leasing: economic ownership

Impairment of assets: recoverable amount

Financial instruments: fair value / hedge accounting
Provisions: present obligation / past event

Employee benefits: pension liability / asset

Share-based payments: compensation expense at fair value
Deferred taxes: on all temporary differences

Revenue recognition: transfer of risks and rewards
Construction contracts: percentage of completion

Exchange differences: unrealized gains
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Inventories (IAS 2) - Measurement

At the lower of

Net realisable value

Apply either

—Actual cost

—first-in, first-out = FIFO LIFO is NOT
—weighted average Acceptable

25
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Overview of major IFRS concepts and
differences with Belgian GAAP

Accounting principles
Intangible assets: internally generated intangibles/ intangible assets acquired in a business combination
Property, plant & equipment: component approach
Borrowing costs: capitalisation
Leasing: economic ownership
Impairment of assets: recoverable amount
Inventories: LIFO not allowed / full cost

Provisions: present obligation / past event

Employee benefits: pension liability / asset

Share-based payments: compensation expense at fair value
Deferred taxes: on all temporary differences

Revenue recognition: transfer of risks and rewards
Construction contracts: percentage of completion

Exchange differences: unrealized gains
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Accounting for Financial Instruments -
(IAS 39) - Overview
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Overview of major IFRS concepts and
differences with'Belgian GAAP

Accounting principles
Intangible assets: internally generated intangibles/ intangible assets acquired in a business combination
Property, plant & equipment: component approach
Borrowing costs: capitalisation
Leasing: economic ownership
Impairment of assets: recoverable amount
Inventories: LIFO not allowed / full cost

Financial instruments: fair value / hedie accountini

Employee benefits: pension liability / asset

Share-based payments: compensation expense at fair value
Deferred taxes: on all temporary differences

Revenue recognition: transfer of risks and rewards
Construction contracts: percentage of completion

Exchange differences: unrealized gains

Kbt 2
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Overview of major IFRS concepts:
Provisions (IAS"37)

Recognition criteria

Present obligation as a result of a past event

Prudence is No

Legal or constructive nature Longer a Virtue

Probable outflow of economic benefits

Reliably measurable

Do not provide for ...

To be discounted ... future operating losses (rainy days)
Reversal of discount

below ebit | ... currency risks
... political risks
.. maintenance / refurbishment

... general restructuring projects

BASCRL he KPI

29
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Provisions (IAS 37) -Types of obligations

Legal obligation Constructive obligation

-

Accept responsibilities via:

— Contract — Established pattern of past practice

— Law or legislation

— Published policies

— Current statement
Examples:

Provision for onerous contracts
Provision for litigation Create valid expectation
Provision for warranties

Provision for environmental obligations D i S e il

Provision for early retirement
Provision for restructuring costs
m 2016 KPA ‘L‘ R urs d'Er s Belgi BA/SCRL he KPN " "

! 30
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Provisions (IAS 37) - Application:
Restructuring costs

Restructuring provisions require detailed formal plan or binding sale
agreement

Entity must illustrate a demonstrable commitment by either:
Starting to implement that plan; or
Announcing its main features to those affected

Timing: begin/end in a timeframe that makes significant changes
unlikely

A board decision alone is not sufficient!
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Overview of major IFRS concepts and
differences with Belgian GAAP

Accounting principles
Intangible assets: internally generated intangibles/ intangible assets acquired in a business combination
Property, plant & equipment: component approach
Borrowing costs: capitalisation
Leasing: economic ownership
Impairment of assets: recoverable amount
Inventories: LIFO not allowed / full cost
Financial instruments: fair value / hedge accounting

Provisions: present obligation / past event

Share-based payments: compensation expense at fair value
Deferred taxes: on all temporary differences

Revenue recognition: transfer of risks and rewards
Construction contracts: percentage of completion

Exchange differences: unrealized gains
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Employee benefits (IAS 19) - Post-
employment benefit plans

Defined contribution
Obligation limited to the amount of contributions paid

Plans under which the entity has no further obligation, legal or constructive, to pay
amounts in addition to contributions as set out in plan documentation

Defined benefit
All other plans
Obligation to pay the agreed benefits

Plans for which the entity has a legal or constructive obligation to make good any
shortfall in benefits levels as set out in plan documentation

Kbt =
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Defined benefit obligation

Actuarial technique
Projected unit credit method

* Discounted using high quality
corporate bonds (principle)

Estimate of ultimate cost*

Includes taxes and social security contributions on premiums paid to pension funds and group insurance

Obijective :
To recognise the employee benefit expense as the employee provides services

Document Classification: KPMG Confidential

17



BIMAC Evening seminar: IFRS Update for Controllers —21/04/2016

Employee Benefits (IAS 19) — Defined
benefif plans

Demographic assumptions such as:
— Mortality
— Rate of employee turnover, disability, early retirement

Financial assumptions such as:
— Discount rate
— Future salary and benefit levels

Usually requires involvement of an actuary

Kbt &
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Employee Benefits (IAS 19) — Statement
of financial position

Defined benefit obligation

Presented net

on Balance sheet
Fair value of plan assets

Effect of asset ceiling (if any)

Net defined benefit liability (asset)

II+
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Movements for the period in net defined
benefit liabilit

Opening net defined benefit liability (asset)

Service cost

Profit or Loss
Impact on P&L

and

Remeasurements equity (OCI)

Benefit payments

Statement of
financial position

Contributions

OCI = other
Net defined benefit liability (asset) comprehensive income
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Employee Benefits (IAS 19) —
Contribution-based promises

— Belgian DC plans qualify as defined benefit plans under IAS 19;
— DBO should (theoretically) be equal to plan assets;

— If the technical reserves calculated using the guaranteed return of the WAP/LPC
exceed the actual technical reserves there is an underfunding;

— If a defined contribution plan has a funding shortfall on the minimum funding
basis in respect of services already received and the employer has to pay
additional contributions to cover this shortfall, these minimum funding
requirements have to be recognized as a liability;

— Disclosure requirements in respect of DB plan remain applicable.

Kbt g
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Overview of major IFRS Concepts and
differences with Belgian GAAP

Accounting principles
Intangible assets: internally generated intangibles/ intangible assets acquired in a business combination
Property, plant & equipment: component approach
Borrowing costs: capitalisation
Leasing: economic ownership
Impairment of assets: recoverable amount
Inventories: LIFO not allowed / full cost
Financial instruments: fair value / hedge accounting
Provisions: present obligation / past event
Employee benefits: pension liability / asset

Deferred taxes: on all temporary differences
Revenue recognition: transfer of risks and rewards
Construction contracts: percentage of completion
Exchange differences: unrealized gains
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Share-based payments (IFRS 2)

This includes:
Grants to employees (and others providing similar services)
Grants to non-employees, e.g., suppliers
Employee share purchase plans
Payments by another group company

Main tvpes: P&L impact

ypes: Cash settled more volatile
Cash settled plan (liability) (fair value remeasured
Equity settled plan (in equity) each reporting date)

How measured:

Employee services measured indirectly based on fair value of equity instruments granted
Fair value of options usually estimated by applying an option pricing model

Kb “
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Share-based Payments (IFRS 2) -
Timelye of a share option award

Vesting period. Period during which all

In P&L over specified vesting conditions are to be satisfied
vesting period

» Time

Grant dat.e Vesting date Exercise date
Date at which Date that vesting DEVCRUEVEVET[
entity and conditions for exercised
counterparty have entitlement
shared satisfied
understanding of
terms and
conditions of
arrangement

41
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Overview of major IFRS concepts and
differences with Belgian GAAP

Accounting principles
Intangible assets: internally generated intangibles/ intangible assets acquired in a business combination
Property, plant & equipment: component approach
Borrowing costs: capitalisation
Leasing: economic ownership
Impairment of assets: recoverable amount
Inventories: LIFO not allowed / full cost
Financial instruments: fair value / hedge accounting
Provisions: present obligation / past event
Employee benefits: pension liability / asset
Share-based payments: compensation expense at fair value

Revenue recognition: transfer of risks and rewards

Construction contracts: percentage of completion
Exchange differences: unrealized gains
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Income Taxes (IAS 12) — Deferred taxes -
Steps to accounting for deferred taxes

Core principle:
Deferred tax is recognised for the estimated future tax effects of temporary differences

Step 1: Determine the tax base of assets / liabilities
Step 2: Identify temporary differences
Step 3: Determine if an exemption applies

Step 4: Measure deferred taxes using the enacted or substantively
enacted tax rates / laws expected to apply

Step 5: Recognise deferred taxes

Step 6: Determine where to recognise deferred tax: in profit/loss, OCl /
equity, goodwill

Document Classification: KPMG Confidential

Incolncome Taxes (IAS 12) — Deferred
taxes — Step 2: Identify temporary
giilerence

Accounting book value - tax base — Temporary difference
Carrying amount Carrying amount
< tax base < tax base

Taxable Deductible
temporary difference temporary difference

Deferred tax liability Deferred tax asset

b =
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Inlncome Taxes (IAS 12) — Deferred
taxes — Step 5: Recognise deferred taxes

Deferred tax liabilities Deferred tax assets

-

Recognise to extent
probable that future
taxable profit will be

Recognise in full available against
which deductible
temporary differences
can be used

Jumpa) 2016 KPMG B 5 BASCAL K 45
K
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Income Taxes (IAS 12) — Deferred taxes
— Step 6: Recognising deferred tax

Deferred tax is recognised in the same place as the
underlying transaction or events (i.e. item) to which it relates

Item recognised in a
business combination

Deferred tax Deferred tax Generally, deferred tax
recognised in recognised in recognised
profit or loss OClI / equity in goodwill

Document Classification: KPMG Confidential
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Overview of major IFRS concepts and
differences with Belgian GAAP

Accounting principles
Intangible assets: internally generated intangibles/ intangible assets acquired in a business combination
Property, plant & equipment: component approach
Borrowing costs: capitalisation
Leasing: economic ownership
Impairment of assets: recoverable amount
Inventories: LIFO not allowed / full cost
Financial instruments: fair value / hedge accounting
Provisions: present obligation / past event
Employee benefits: pension liability / asset
Share-based payments: compensation expense at fair value
Deferred taxes: on all temporary differences

Exchange differences: unrealized gains

Kb “
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Revenue recognition (IAS 11) -
Construction contracts

Percentage of completion

Completed contract
only if stage or profit
not reliable

Provision of loss making contracts
kbl

48
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Revenue recognition (IAS 18) - Principal
vs agent

Agent acts on behalf of
the principal: net

Principal has risks and .
responsibilities: gross
. . Inventory risk
+ Modifications ’
. . Price discretion
+ Supplier discretion _
. ificati [
Specifications . Credit risk

m 2016 KPMG Bec i Réviseurs d'Entreprises, a Belgian civil CVBA/SCRL and a member firm of the KPMG network of inc ‘ nember firms affiliated with KPMG Internati 49
c ive (‘KPMG Internat Swiss entity. All rights reservec
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Performs services on a commission / fee basis: fixed in
L$ or %

Primary responsibility to the customer

New IFRS 15: Five Step Model

Effective date: 1 January 2018
‘ Identify the contract with a customer

P v.” m)%
()
5 . . .
1 ' Identify the performance obligations
4 g ° Determine the transaction price
2 A

¢,

i?y ‘ Allocate the transaction price
) STED O g

Recognise revenue

2016 KPMG Bedrisrevisoren/Révisewrs d'Enlreprises, a Belgian civl CVBA/SCRL and a memberitm of the KPMG network of independent membes fims afiiated with KPMG internat
%NSERT)HEADEﬁ ' FOOTER TO ENTER YOUR COUNTRY'S COPYRIGHT INFO (PER THE FORMAT SHOWN ON THE THANK YOU 50
SLIDE IN THIS DECK,) THIS IS A GLOBAL KPMG BRANDING REQUIREMENT AND MUST APPEAR ON ALL SLIDES EXCEPT TITLE AND

50

SECTION SLIDES. Document Classification: KPMG Confidential
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Overview of major IFRS concepts and
differences with Belgian GAAP

Accounting principles
Intangible assets: internally generated intangibles/ intangible assets acquired in a business combination
Property, plant & equipment: component approach
Borrowing costs: capitalisation
Leasing: economic ownership
Impairment of assets: recoverable amount
Inventories: LIFO not allowed / full cost
Financial instruments: fair value / hedge accounting
Provisions: present obligation / past event
Employee benefits: pension liability / asset
Share-based payments: compensation expense at fair value
Deferred taxes: on all temporary differences
Revenue recognition: transfer of risks and rewards
Construction contracts: percentage of completion

Kbt d
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Transactions in foreign currency (IAS 21) -
Monetary assets — Exchange differences at
reporting date

Monetary assets
Realised Unrealised
exchange differences exchange differences

Recognised in P/L Also unrealized
(both gains and losses) » gainsin P&L

Document Classification: KPMG Confidential
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The information contained herein is of a general nature and is not intended to address the circumstances of any particular individual or entity.
Although we endeavor to provide accurate and timely information, there can be no guarantee that such information is accurate as of the date it is
received or that it will continue to be accurate in the future. No one should act on such information without appropriate professional advice after a
thorough examination of the particular situation

016 KPMG Bedrijfsrevisoren/Réviseurs d'Entreprises, a Belgian civil CVBA/SCRL and a member firm of the KPMG network of independent
member firms affiliated with KPMG International Cooperative (‘KPMG International”), a Swiss entity. All rights reserved

The KPMG name and logo are registered trademarks or trademarks of KPMG International.
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