
 

 

 
The IASB is the in
information visit w

 

STAF
IASB Me

Project 

Paper to

CONTACT(

This paper 
IASB and d
the applicat
Technical d

Introduct

1. The

add

con

Arr

2. Spe

 (a)

 (b)

3. The

mee

ame

Imp

 

 

                 
1 Refer to Ag

ndependent standard
www.ifrs.org  

FF PA
eeting 

Ann

pic Clas

(S) Gary 

has been prep
oes not repres
tion of IFRSs d
ecisions are m

tion  

e IFRS Inter

dress an issu

ncession arr

rangements.

ecifically, th

Cash in

concess

cash flo

Cash ou

concess

cash flo

e Committe

eting, the C

endment to 

provements 

                  

genda paper 1

d-setting body of th

 

APER 

nual Impro

ssification o

Berchowitz 

pared by the s
sent the views
do not purport
made in public

rpretations 

ue related to

angement w

. 

he submitter

nflows relat

sion arrange

ows or a com

utflows rela

sion arrange

ows. 

ee discussed

Committee r

paragraph 

to IFRSs. 

 

              

1 - http://www

e IFRS Foundation,

ovements

of cash flow

gbe

staff of the IFR
s of the IASB o
t to set out acc
c and reported

Committee 

o classificati

within the sc

r requested 

ing to const

ement shou

mbination o

ating to con

ement shou

d the issue a

ecommende

14 of IAS 7

w.ifrs.org/Mee

, a not-for-profit cor

ws for serv

erchowitz@ifrs

RS Foundation
or any individu
ceptable or un
d in IASB Upda

(the Comm

ion of cash 

cope of IFR

that the Co

truction serv

uld be classi

of both; and

nstruction se

uld be classi

at its meetin

ed that the B

7 within the 

etings/Interpre

rporation promoting

IA

2

vice conce

s.org +

n for discussio
ual member o
nacceptable a
ate.   

mittee) recei

flows for an

RIC 12 Servi

ommittee cla

vices under

fied as oper

d 

ervices unde

fied as oper

g in Novem

Board shoul

next expos

etations+Com

g the adoption of IF

ASB Agend

25 - 27 Jan

Prev

IFR

ession arra

+44 (0) 20 724

on at a public m
f the IASB. Co
pplication of IF

ived a reque

n operator i

ice Concess

arify whethe

r a service 

rating or inv

er a service 

rating or inv

mber 20111. 

ld include a

ure draft of

mmittee+Nov+

FRSs.  For more 

Page 1 of 1

da ref 7C

 

nuary 201

vious meeting

S IC: Nov 201

ngements 

46 6914 

meeting of the
omments on 
FRSs.  

est to 

in a service 

sion 

er: 

vesting 

vesting 

 At that 

a proposed 

f 

+11.htm 

5 

C 

 

2 

s: 

11 

e 



 

 
Purpose 

 

4. The

ann

ens

wit

con

5. Thi

 (a)

 (b)

 (c)

 (d)

 

Explanat

 

6. IFR

the 

7. Bec

an i

cou

8. The

app

serv

extr

whi

pre

 

 

Annual 

of the pap

e purpose o

nual improv

suring that th

thin the scop

nsistent man

is paper wil

provide

provide

for incl

make a

present

ask the 

ion of the 

RIC 12 and 

classificati

cause constr

intangible a

uld in turn im

e submitter 

ply IAS 7 to

vices within

racts from t

ich explain 

sented to th

Improvement

per 

f this paper 

vement to IA

he cash flow

pe of IFRIC

nner. 

l therefore: 

e a brief exp

e an assessm

lusion in An

a recommen

ted in Appen

Board whe

issue 

IAS 7 State

on of cash f

ruction serv

asset or fina

mpact the c

explained t

o the relevan

n the scope 

the Novemb

the rational

he Committe

 

ts │ Classifica

is to ask th

AS 7 paragr

w classifica

C 12 Service

 

planation of

ment of the p

nnual Impro

ndation for t

ndix A; and

ether they ag

ement of cas

flows relatin

vices under 

ancial asset, 

lassification

that there ar

nt cash inflo

of IFRIC 12

ber 2011 Co

le for the al

ee are summ

ation of cash fl

he Board wh

aph 14, whi

ation for con

e Concessio

f the issue;

proposed am

ovements; 

the proposed

d 

gree with th

sh flows do 

ng to servic

IFRIC 12 re

the submitt

n of the rela

re various w

ows and out

2 (for ease o

ommittee M

ternative vi

marised in th

lows for servic

hether it app

ich would h

nstruction or

n Arrangem

mendments 

d amendme

he recomme

not provide

ce concessio

esult in the 

ter of the iss

ated cash flo

ways in whic

tflows for co

of reference

Meeting pape

iews). The a

he followin

Agenda r

ce concession

proves the p

have the effe

r upgrade se

ments is mad

against the

ent to IAS 7 

endation. 

e explicit gu

on arrangem

recognition

sue stated th

ows. 

ch an entity 

onstruction 

e, we have i

er in Appen

alternatives 

ng table: 

ref 7C

n arrangement

Page 2 of 1

proposed 

ect of 

ervices 

de in a 

e criteria 

as 

uidance for 

ments. 

n of either 

hat this 

might 

or upgrade

included 

ndix B 

that were 

C 

ts 

5 

e 



 

 

 

 

Vi

Vi

Vi

Vi

 

9. Aft

all 

arra

10. In s

 (a)

 (b)

 (c)

                 
2 Assume tha

 

Annual 

Ca

iew 1 

iew 2 

iew 3 

iew 4 

ter analysing

the cash flo

angement sh

summary, w

If an en

service

present

operatin

princip

that are

IAS 7 p

outflow

inflows

concess

service

appear 

paragra

The dif

financi

                  

at the entity’s 

Improvement

Financi

ash outflow

Operating 

Operating 

n/a 

Operating 

g the issue, 

ows from co

hould be cla

we reached t

ntity is in th

 concession

tation of the

ng. IAS 7 p

pal revenue-

e not invest

paragraph 1

ws that woul

s and the ou

sion arrange

s and the pa

to most clo

aphs 14(a) a

fferent acco

al asset) are

              

policy for inte

ts │ Classifica

ial asset mo

ws Cash

Inv

Op

Op

we present

onstruction o

assified as o

this prelimin

he business o

n arrangeme

e cash flows

paragraph 6 

-producing 

ing or finan

4 provides 

ld be consid

utflows from

ement repre

ayments to 

osely align w

and 14(c)).

ounting mod

e not the rel

erest income i

ation of cash fl

odel 

h inflows 

vesting2 

perating 

n/a 

perating 

ed our view

or upgrade 

operating ca

nary conclu

of providing

ents, then w

s related to t

defines ope

activities of

ncing activit

examples o

dered opera

m the constr

esent receip

suppliers fo

with operati

dels in IFRIC

levant factor

is to present th

lows for servic

Inta

Cash ou

Opera

n/a

Invest

Opera

w to the Com

services in 

ash flows (V

usion for the

g constructi

we think that

this activity

erating activ

f the entity a

ties.’ 

of the types 

ting in natu

ruction servi

ts from the 

or goods and

ing cash flow

C 12 (intang

r in determi

his as an inves

Agenda r

ce concession

angible asse

utflows C

ating 

a 

ting 

ating 

mmittee whi

a service co

View 4). 

e following 

ion services

t the most fa

y would be 

vities as ‘the

and other a

of inflows a

ure. Since th

ices under a

rendering o

d services, t

ws (Refer IA

gible asset o

ining cash f

sting cash flow

ref 7C

n arrangement

Page 3 of 1

et model 

Cash inflow

Operating

n/a 

Operating

Operating

ich was that

oncession 

reasons: 

s under 

aithful 

e 

ctivities 

and 

he 

a service 

of 

these 

AS 7 

or 

flow 

w 

C 

ts 

5 

ws 

g 

g 

g 

t 



 

 

 (d)

 

Annual 

present

service

definiti

does no

other w

contrac

service

a servic

produc

an oper

As note

amende

Project

activiti

As exp

service

entity i

equipm

constru

position

operatin

Improvement

tation. The d

s, are a con

ions of a fin

ot change th

words, regar

ctually from

s to the pub

ce concessio

ing activity

rating cash 

ed by the su

ed IAS 7 pa

t. This amen

es would be

14. …Som

item o

that is

The ca

are c

Howev

acquire

subseq

in para

Equipm

The ca

sales o

operat

lained abov

 concession

n that busin

ment paragra

ucted and re

n, the expen

ng cash out

ts │ Classifica

different ac

nsequence o

nancial asset

he activity to

rdless of wh

m the govern

blic (intangi

on arrangem

y of an entity

flow.  

ubmitter in t

aragraph 14 

ndment was

e classified 

me transact

of plant, ma

s included 

ash flows r

cash flows

ver, cash 

e assets h

quently he

agraph 68A

ment are ca

ash receipt

of such ass

ting activitie

ve, we think

n arrangeme

ness. In addi

aph BC35E 

ecognised as

nditure relat

tflow if it re

ation of cash fl

counting m

f the differe

t versus an 

o which the

hether the ca

nment (finan

ible asset m

ment is expe

y which und

their explan

as part of th

s made to en

as operating

tions, such 

ay give rise

in recogni

relating to 

s from in

payments 

held for ren

eld for sa

A of IAS 16 P

ash flows o

ts from ren

sets are als

es. 

k that in mos

ent are in fa

ition to this

explains th

s an asset in

ted to this s

elates to the 

lows for servic

models, for c

ent types of 

intangible a

e constructio

ash inflows 

ncial asset m

model), the a

ected to be a

dertakes suc

nation of Vi

he 2008 An

nsure that an

g activities:

as the sa

e to a gain

sed profit 

such tran

nvesting a

to manufac

ntal to oth

ale as de

Property, P

operating a

ts and sub

so cash flo

st cases the 

ct ordinary 

, IAS 16 Pr

at even thou

n the statem

hould be pr

ordinary ac

Agenda r

ce concession

construction

f arrangemen

asset. Howe

on services 

will be obta

model) or th

activity of sa

a principal r

ch arrangem

ew 2, the B

nnual Impro

n entity’s or

: 

le of an 

n or loss 

or loss. 

sactions 

activities. 

cture or 

ers and 

escribed 

Plant and 

activities. 

bsequent 

ows from 

cash inflow

activities fo

roperty, pla

ugh an asse

ent of finan

resented as a

ctivities of t

ref 7C

n arrangement

Page 4 of 1

n 

nts and 

ever this 

relate. In 

ained 

hrough 

atisfying 

revenue 

ments i.e. 

oard 

ovements 

rdinary 

ws from a 

or an 

nt and 

t may be 

ncial 

an 

the 

C 

ts 

5 



  Agenda ref 7C 

 

Annual Improvements │ Classification of cash flows for service concession arrangements 

Page 5 of 15 

entity. In other words, if an outflow of cash results in the recognition of 

an asset, this does not mean that the cash flow should automatically be 

presented as an investing activity. 

11. The Committee agreed with our recommendation that all the cash flows from 

construction or upgrade services in a service concession arrangement should be 

classified as operating cash flows.  

 

Annual Improvements criteria assessment 

 

12. We assessed the potential amendment to IAS 7 to clarify the classification of cash 

inflows and cash outflows for construction or upgrade services in the scope of 

IFRIC 12 against the annual improvements criteria. The assessment is reproduced 

in full in Appendix C to this paper. 

13. Based on the assessment, we recommended to the Committee that the proposed 

amendment be made through Annual Improvements.  The Committee agreed with 

this recommendation. 

Transition provisions 

14. We think that the proposed amendment should be applied retrospectively as of the 

beginning of the annual period in which it is initially applied in order to ensure 

comparability. Consequently, we are not proposing any specific transitional 

guidance and the requirements of IAS 8 Accounting Policies, Changes in 

Accounting Estimates and Errors would apply to the proposed amendment. 

The Committee’s recommendation to the Board 

15. The Committee recommends that the Board should proceed with the proposed 

improvement to amend paragraph 14 of IAS 7. We have included the draft 

wording that was presented to the Committee for the proposed amendment in 

Appendix A to this paper. 
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Questions for the Board  

1. Does the Board agree with the Interpretations Committee’s 

recommendation to amend paragraph 14 of IAS 7 through Annual 

Improvements? 

2. If the Board agrees with the Interpretation Committee’s recommendation, 

does the Board agree with the proposed wording for the Annual Improvement 

in Appendix A? 
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Appendix A – proposed annual improvement to IAS 7  

A1. The proposed amendment to IAS 7 is presented below.  

Amendment to IAS 7 Statement of Cash Flows 

Paragraph 14 is amended as follows (new text is underlined): 

14 Cash flows from operating activities are primarily derived from the 
principal revenue-producing activities of the entity. Therefore, they 
generally result from the transactions and other events that enter into 
the determination of profit or loss. Examples of cash flows from 
operating activities are: 

 (a) cash receipts from the sale of goods and the rendering of services; 

 … 

 (f) cash payments or refunds of income taxes unless they can be 
specifically identified with financing and investing activities; and 

(g) cash receipts and payments from contracts held for dealing or 
trading purposes.; and 

 (h) cash receipts and payments from construction or upgrade services 
related to service concession arrangements within the scope of IFRIC 
12. 

  

Basis for Conclusions on proposed amendments to IAS 7 Statement 
of Cash Flows  

  

This Basis for Conclusions accompanies, but is not part of, the proposed 
amendments.     

 

Cash payments for contingent and deferred considerations 

BC1  The Board received a request to clarify how an operator, in a service 
concession arrangement within the scope of IFRIC 12 Service 
Concession Arrangements, should classify the cash inflows and cash 
outflows resulting from construction or upgrade services.   

The Board thinks that the different accounting models in IFRIC 12 
(intangible asset or financial asset) are not the relevant factor in 
determining cash flow presentation. The different accounting models, for 
construction or upgrade services, are a consequence of the different types 
of arrangements and definitions of a financial asset versus an intangible 
asset. However the Board noted that this does not change the activity to 
which the construction services relate. In other words, regardless of 
whether the cash inflows will be obtained contractually from the grantor 
(financial asset model) or through services to the public (intangible asset 
model), the activity of satisfying a service concession arrangement is 
expected to be a principal revenue producing activity of an entity which 
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undertakes such arrangements, ie an operating cash flow. For this reason, 
the Board proposes to include these types of arrangements in IAS 7 
paragraph 14(h) to clarify that the cash inflows and cash outflows 
resulting from construction or upgrade services should be classified as 
operating cash flows. 
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Staff recommendation 

17. On the basis of our analysis and the assessment under the annual improvements 

criteria, we think that the Committee should recommend to the Board to amend 

IAS 7 to clarify the classification in the statement of cash flows of cash inflows 

and outflows related to construction services in the scope of IFRIC 12. This 

amendment should be included in the 2010-2012 AIP cycle. 

18. We support the presentation of both cash inflows and cash outflows as operating 

cash flow, regardless of the model (financial or intangible) applied in IFRIC 12, 

for the reasons set out in the Staff Analysis. 
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Appendix C – Annual Improvements assessment criteria  

 

C1.  In planning whether an issue should be addressed by amending IFRSs within the 

annual improvements project, the IASB assesses the issue against the following 

criteria.  All criteria (a)–(d) must be met to qualify for inclusion in annual 

improvements. 

(a) The proposed amendment has one or both of the following characteristics: 

(i) clarifying–the proposed amendment would improve IFRSs by: 

 clarifying unclear wording in existing IFRSs, or providing guidance 
where an absence of guidance is causing concern. 

 A clarifying amendment maintains consistency with the existing 
principles within the applicable IFRSs. It does not propose a new 
principle, or a change to an existing principle. 

(ii) correcting–the proposed amendment would improve IFRSs by: 

 resolving a conflict between existing requirements of IFRSs and 
providing a straightforward rationale for which existing requirement 
should be applied, or. 

 addressing an oversight or relatively minor unintended consequence 
of the existing requirements of IFRSs. 

A correcting amendment does not propose a new principle or a change to 
an existing principle. 

 [Staff analysis—this criterion is satisfied. The proposed amendment 
clarifies the classification in the statement of cash flows for cash inflows 
and cash outflows related to construction services in the scope of IFRIC 
12 where the absence of explicit guidance is causing diversity in practice. 
The proposed amendment maintains consistency with the existing 
principles in IAS 7 for the presentation of a statement of cash flows.] 

(b) The proposed amendment is well-defined and sufficiently narrow in scope such 

that the consequences of the proposed change have been considered. 

[Staff analysis— this criterion is satisfied.  The issue is sufficiently narrow in 
scope to ensure that the proposed change has been considered sufficiently and 
identified.]  

(c) It is probable that the IASB will reach conclusion on the issue on a timely basis. 

Inability to reach a conclusion on a timely basis may indicate that the cause of the 

issue is more fundamental than can be resolved within annual improvements. 
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[Staff analysis—this criterion is satisfied.  We think that the Committee will be 
able to address these issues on a timely basis and we think that the Board should 
be in a position to also reach a conclusion on a timely basis.]    

 (d) If the proposed amendment would amend IFRSs that are the subject of a current 

or planned IASB project, there must be a need to make the amendment sooner 

than the project would. 

[Staff analysis—this criterion is satisfied.  There is no current IASB project on 
IAS 7.] 


