IFRIC 8

International Financial Reporting Standards (IFRBggther with their accompanying
documents are issued by the International Accogritandards Board (IASB):

30 Cannon Street, London, EC4M 6XH, United Kingdom.
Tel: +44 (0)20 7246 6410 Fax: +44 (0)20 7246 6411
Email: info@ifrs.orgWeb: www.ifrs.org

Copyright © 2006 IFRS Foundation

IFRSs (which include International Accounting Starts and Interpretations) are
copyright of the IFRS Foundation. The authoritatigxt of IFRSs is that issued by the
IASB in the English language. Copies may be olktifrom the IFRS Foundation
Publications Department. Please address publicatid copyright matters to:

IFRS Foundation Publications Department

30 Cannon Street, London, EC4M 6XH, United Kingdom.
Tel: +44 (0)20 7332 2730 Fax: +44 (0)20 7332 2749
Email: publications @ifrs.orgVeb:www.ifrs.org

All rights reserved. No part of this publicationayn be translated, reprinted or
reproduced or utilised in any form either in whale in part or by any electronic,
mechanical or other means, now known or hereafiegrited, including photocopying
and recording, or in any information storage antfieeal system, without prior
permission in writing from the IFRS Foundation.

IFRS

The IFRS Foundation logo, the IASB logo, the IFR® $MEs logo, the ‘Hexagon
Device’, ‘IFRS Foundation’, ‘elFRS’, ‘IAS’, 1ASB’,'IASC Foundation’, ‘IASCF’,

‘IFRS for SMEs’, 'IASs’, ‘IFRS’, ‘IFRSs’, ‘Interndbnal Accounting Standards’ and
‘International Financial Reporting Standards’ arade Marks of the IFRS Foundation

© IASCF 1



IFRIC 8 IE

IFRIC Interpretation 8
lllustrative Example

This example accompanies, but is not part of, IFRIC 8.

IE1

IE2

IE3

IE4

An entity granted shares with a total fair vaii€€U100,000to parties other than
employees who are from a particular section of tbenrounity (historically
disadvantaged individuals), as a means of enhaiitsingnage as a good corporate
citizen. The economic benefits derived from eniranits corporate image could
take a variety of forms, such as increasing itéauer base, attracting or retaining
employees, or improving or maintaining its abilily tender successfully for
business contracts.

The entity cannot identify the specific consat®n received. For example, no
cash was received and no service conditions were setpo Therefore, the
identifiable consideration (nil) is less than tlaér fvalue of the equity instruments
granted (CU100,000).

Although the entity cannot identify any speci§joods or services received, the
circumstances indicate that goods or services haea (or will be) received, and
therefore IFRS 2 applies.

In this situation, because the entity cannentily the specific goods or services
received, the rebuttable presumption in paragrépbf1FRS 2, that the fair value
of the goods or services received can be estimafeably, does not apply. The
entity should instead measure the goods or serveeived by reference to the
fair value of the equity instruments granted.

" In this example, monetary amounts are denomiriatedirrency units’ (CU).
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Basis for Conclusions on
IFRIC Interpretation 8

This Basis for Conclusions accompanies, but is not part of, IFRIC 8.

BC1

BC2

BC3

BC4

BC5

This Basis for Conclusions summarises the IFR@Onsiderations in reaching its
consensus. Individual IFRIC members gave greateghvéo some factors than to
others.

IFRS 2 Share-based Payment applies to share-based payment transactions in
which the entity receives or acquires goods or sesvi However, in some
situations, it might be difficult to demonstratathhe entity has received goods or
services. This raises the question of whether IERSplies to such transactions.

This question arose in the context of particulansactions, similar to the
transaction described in the lllustrative Exampleatt accompanies the
Interpretation. The IFRIC concluded that determgnivhether such transactions
were within the scope of IFRS 2 raised a further tioesif the entity has made a
share-based payment and the identifiable considaregceived (if any) appears to
be less than the fair value of the share-based @atyrdoes this situation indicate
that goods or services have been received, evewmglthitnose goods or services are
not specifically identified, and therefore that R applies?

The IFRIC noted that, when the International Agtmg Standards Board
developed IFRS 2, the Board concluded that thectdire of an entity would
expect to receive some goods or services in rdturmquity instruments issued
(IFRS 2 paragraph BC37). This implies that it & necessary to identify the
specific goods or services received in return figr ¢quity instruments granted to
conclude that goods or services have been (or wijlrbceived. Furthermore,
paragraph 8 of the Standard establishes thatribishecessary for the goods or
services received to qualify for recognition asaaset in order for the share-based
payment to be within the scope of IFRS 2. In thise; the Standard requires the
cost of the goods or services received or receiveitbbe recognised as expenses.

Accordingly, the IFRIC concluded that the scopdéFRS 2 includes transactions
in which the entity cannot identify some or all betspecific goods or services
received. If the identifiable consideration reegivappears to be less than the fair
value of the equity instruments granted or liapilincurred, typically;, this
circumstance indicates that other consideration yiedentifiable goods or
services) has been (or will be) received.

! In some cases, the reason for the transfer woylthi@ why no goods or services have been or \ill b
received. For example, a principal shareholdepaasof estate planning, transfers some of hiseshi@ a
family member. In the absence of factors thatdatdi that the family member has provided, or iseted to
provide, any goods or services to the entity inmefor the shares, such a transaction would faBide of
the scope of IFRS 2 and thus this Interpretation.
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BC6

BC7

BC8

BC9

BC10

BC11

BC12

BC13

The IFRIC also noted that IFRS 2 presumes tti@tconsideration received for
share-based payments is consistent with the fainevalf those share-based
payments. For example, if the entity cannot egmeliably the fair value of the
goods or services received, IFRS 2 requires thieygatmeasure the fair value of
the goods or services received by reference tddinevalue of the share-based
payment made to acquire those goods or services.

The IFRIC noted that it is neither necessany apropriate to measure the fair
value of goods or services as well as the fairealuthe share-based payment for
every transaction in which the entity receives goodsion-employee services.

However, when the identifiable consideration receiappears to be less than the
fair value of the share-based payment, measureafdrith the goods or services

received and the share-based payment may be necéssader to measure the

value of the unidentifiable goods or services nesei

Paragraph 13 of IFRS 2 stipulates a rebutatdeumption that identifiable goods

or services received can be reliably estimatede HRIC noted that goods or

services that are unidentifiable cannot be reliabdasured and that this rebuttable
presumption is relevant only for identifiable goadsservices.

The IFRIC noted that when the goods or servieesived are identifiable, the
measurement principles in IFRS 2 should be appligthen the goods or services
received are unidentifiable, the IFRIC concludedt tthe grant date is the most
appropriate date for the purposes of providing arogate measure of the
unidentifiable goods or services received (or todueived).

The IFRIC noted that some transactions incliggatifiable and unidentifiable
goods or services. In this case, it would be necgss measure the fair value of
the unidentifiable goods or services received atgtant date and to measure the
identifiable goods or services in accordance wifR3R2.

For cash-settled transactions in which unifiebte goods or services are
received, it is necessary to remeasure the lighgliteach subsequent reporting
date in order to be consistent with IFRS 2.

The IFRIC noted that the IFRS 2 requirememt€spect of the recognition of the
expense arising from share-based payments wouldy applidentifiable and
unidentifiable goods or services. Therefore, tRRIC decided not to issue
additional guidance on this point.

When considering the transitional provisioredating to first-time adopters
applying the Interpretation, the IFRIC concludedittht was not necessary
to amend IFRS 1First-time Adoption of International Financial Reporting
Sandards, because the Interpretation will have no effectessl IFRS 2 is
effective.
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