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practical financial accounting ifrs 5th is a critical topic for finance
professionals, accountants, and organizations applying International
Financial Reporting Standards. This article delves into the practical
application of IFRS 5, which addresses the accounting treatment for non-
current assets held for sale and discontinued operations. Understanding IFRS
5 is essential for accurate financial reporting and compliance, particularly
in recognizing, measuring, and presenting assets that are intended to be
disposed of. The 5th edition of practical financial accounting IFRS provides
updated guidance and examples to facilitate correct application. This
comprehensive article covers the key principles, recognition criteria,
measurement rules, and disclosure requirements stipulated by IFRS 5.
Additionally, it explains how to handle discontinued operations and the
impact on financial statements. Readers will gain valuable insights into the
nuances of IFRS 5 and learn best practices for practical financial accounting
under this standard.
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Overview of IFRS 5

IFRS 5, titled “Non-current Assets Held for Sale and Discontinued
Operations,” provides guidance on the accounting treatment of assets and
disposal groups that an entity intends to sell. This standard ensures that
such assets are presented separately in the financial statements to provide
users with clear and relevant information. The main objective of IFRS 5 is to
improve the comparability and transparency of financial reporting when
entities discontinue parts of their operations or plan to dispose of certain
assets. The standard applies when the asset or disposal group is available
for immediate sale and the sale is highly probable within one year from the
classification date.



Scope and Applicability

IFRS 5 applies to all non-current assets, or disposal groups, classified as
held for sale. It excludes assets arising from employee benefits, income tax
assets, and certain other types of assets covered by other IFRSs. The
standard is relevant for companies across various industries and is essential
for practical financial accounting IFRS 5th edition users to understand the
classification and measurement criteria clearly.

Key Objectives
The key objectives of IFRS 5 include:
e Ensuring assets held for sale are measured appropriately.

e Separating discontinued operations from continuing operations in
financial statements.

e Enhancing transparency about the financial impact of asset disposals.

e Providing consistent disclosure requirements to inform stakeholders.

Recognition and Classification of Assets Held
for Sale

Recognition and classification are fundamental aspects of IFRS 5. For an
asset or disposal group to be classified as held for sale, specific criteria
must be met. Recognizing these criteria correctly is vital for compliance and
accurate financial reporting under practical financial accounting IFRS 5th
guidelines.

Criteria for Classification

An asset or disposal group is classified as held for sale when:

e The asset is available for immediate sale in its present condition.
e The sale is highly probable, typically expected within 12 months.

e The asset is actively marketed at a price reasonable in relation to its
fair value.

e The sale is expected to complete within one year.



e Actions required to complete the plan indicate that it is unlikely the
plan will be significantly changed or withdrawn.

Disposal Groups

A disposal group is a group of assets to be disposed of together, including
any related liabilities. IFRS 5 requires that disposal groups be classified
as held for sale if they meet the classification criteria. Proper
identification and classification of disposal groups are crucial for
reflecting the financial position accurately.

Measurement of Non-Current Assets Held for Sale

Measurement under IFRS 5 is distinct from other accounting standards because
assets held for sale are measured differently than those held for continued
use. Practical financial accounting IFRS 5th edition emphasizes measurement
at the lower of carrying amount and fair value less costs to sell.

Lower of Carrying Amount and Fair Value Less Costs
to Sell

When an asset is classified as held for sale, it must be measured at the
lower of its carrying amount and fair value less costs to sell. This approach
ensures that the asset is not overstated on the balance sheet and reflects
the expected economic benefit from the sale.

Impairment Considerations

If the fair value less costs to sell is lower than the carrying amount, an
impairment loss must be recognized immediately in profit or loss. Subsequent
reversals of impairment are prohibited under IFRS 5, which aligns with the
principle of conservatism in financial reporting.

Depreciation Ceases

Assets classified as held for sale are no longer depreciated or amortized.
This treatment reflects the change in the asset’s use and the expectation
that the asset will soon be sold rather than used in operations.



Accounting for Discontinued Operations

Discontinued operations are a critical aspect of IFRS 5, requiring separate
presentation and disclosure in financial statements. This helps users
understand the impact of disposals on an entity’s financial performance and
position.

Definition of Discontinued Operations

A discontinued operation is a component of an entity that has been disposed
of or is classified as held for sale and represents a separate major line of
business or geographical area of operations. It also includes subsidiaries
acquired exclusively with a view to resale.

Presentation Requirements

Results of discontinued operations must be presented separately in the
statement of profit or loss, showing post-tax profit or loss of the
discontinued operation and the gain or loss on disposal. This separate
presentation enhances comparability and provides clear insights into the
continuing versus discontinued parts of the business.

Impact on Financial Statements
Discontinued operations affect various financial statement components,
including:

e Income statement - separate line items for discontinued operations.

e Balance sheet - classification of related assets and liabilities as held
for sale.

e Cash flow statement - disclosure of cash flows attributable to
discontinued operations.

Disclosure Requirements under IFRS 5

IFRS 5 mandates specific disclosures to ensure transparency and provide users
with sufficient information regarding assets held for sale and discontinued
operations. These disclosure requirements assist in practical financial
accounting IFRS 5th edition implementations by enhancing clarity.



Required Disclosures

Entities must disclose the following information about non-current assets
held for sale and discontinued operations:

e Description of the non-current assets or disposal groups classified as
held for sale.

e The facts and circumstances of the sale or disposal plan.
e Carrying amount of assets and liabilities classified as held for sale.
e Gain or loss recognized on disposal.

e Revenue, expenses, and pre-tax profit or loss of discontinued
operations.

e Cash flow information related to discontinued operations.

Timing and Frequency

Disclosures are required in the financial statements in the period when the
classification as held for sale or discontinued operation occurs, as well as
in subsequent periods until the disposal is complete. This ongoing disclosure
provides continuous transparency to stakeholders.

Practical Challenges and Implementation Tips

Applying IFRS 5 can present challenges in practical financial accounting,
especially in determining the timing of classification, identifying disposal
groups, and estimating fair value less costs to sell. The 5th edition
practical financial accounting IFRS resource provides strategies to mitigate
these challenges.

Common Challenges

e Determining when a sale is “highly probable.”

e Accurately measuring fair value less costs to sell amid market
volatility.

e Separating discontinued operations from continuing operations
appropriately.



e Ensuring timely and accurate disclosure.

Implementation Tips

To address these challenges effectively, entities should:

1. Maintain clear documentation of disposal plans and management
intentions.

2. Engage qualified valuation experts for fair value assessments.

3. Develop robust internal controls to monitor classification criteria
continuously.

4. Train accounting staff on IFRS 5 requirements and updates.

5. Use detailed checklists to ensure compliance with disclosure
requirements.

Frequently Asked Questions

What is the scope of IFRS 5 in practical financial
accounting?

IFRS 5 applies to non-current assets held for sale and discontinued
operations, providing guidance on how to classify, measure, and present these
assets and operations in financial statements.

How should an asset classified as 'held for sale' be
measured under IFRS 5?

Under IFRS 5, an asset held for sale should be measured at the lower of its
carrying amount and fair value less costs to sell.

What are the criteria for classifying an asset as
'held for sale' according to IFRS 57

The asset must be available for immediate sale in its present condition, and
the sale must be highly probable, expected to complete within one year from
classification date.



How does IFRS 5 affect the presentation of
discontinued operations in financial statements?

Discontinued operations are presented separately in the income statement,
showing the post-tax profit or loss of the discontinued operation, to provide
clear information about ongoing versus disposed businesses.

Can depreciation continue for assets classified as
held for sale under IFRS 57

No, once an asset is classified as held for sale, depreciation ceases because
the asset is no longer used by the entity.

What disclosures are required for assets held for
sale and discontinued operations under IFRS 57

Entities must disclose a description of the non-current assets or disposal
groups, the facts and circumstances of the sale, the gain or loss recognized,
and the segment information if applicable.

How does IFRS 5 impact impairment testing of non-
current assets?

IFRS 5 requires impairment testing before classifying an asset as held for
sale to ensure it is not carried at more than its fair value less costs to
sell, adjusting the carrying amount if necessary.

Additional Resources

1. Practical Financial Accounting IFRS 5th Edition

This comprehensive guide provides a clear and concise overview of
International Financial Reporting Standards (IFRS) with practical
applications. It focuses on helping accountants and finance professionals
understand the latest IFRS guidelines and how to implement them effectively.
The 5th edition includes updated standards and real-world examples to enhance
learning.

2. IFRS Explained: A Practical Approach to Financial Accounting

Designed for practitioners and students alike, this book breaks down complex
IFRS principles into easy-to-understand concepts. It covers key accounting
standards, including those relevant to financial reporting and disclosures,
with practical case studies. The book aims to bridge the gap between theory
and practice in financial accounting.

3. Mastering IFRS: A Practical Guide to Financial Reporting
This title focuses on mastering the application of IFRS in daily accounting
tasks. Featuring step-by-step explanations, it helps readers prepare accurate



financial statements under IFRS rules. The 5th edition emphasizes the latest
changes and interpretations in the accounting landscape.

4. Financial Accounting under IFRS: Practical Applications and Case Studies
A resourceful book that combines theoretical frameworks with real-life case
studies, this edition enables readers to apply IFRS principles in practical
scenarios. It covers essential topics like asset recognition, liabilities,
equity, and financial disclosures. Ideal for both learners and professionals
seeking hands-on experience.

5. IFRS for Practitioners: Practical Financial Accounting Techniques

This book serves as a practical handbook for accountants applying IFRS in
their organizations. It highlights common challenges and solutions faced when
implementing IFRS standards. The content is enriched with examples,
checklists, and tips for accurate financial reporting.

6. Applied IFRS: A Practical Guide to Financial Accounting Standards
Offering detailed explanations and practical guidance, this book assists
professionals in interpreting and applying IFRS standards correctly. It
includes illustrative examples and exercises to reinforce understanding. The
5th edition reflects the most current IFRS updates and amendments.

7. International Financial Reporting Standards: Practical Implementation and
Compliance

This title focuses on the compliance aspect of IFRS, providing strategies and
tools for effective implementation. It addresses regulatory requirements and
the impact of IFRS on financial statements. The book is suitable for finance
managers, auditors, and consultants.

8. Practical Guide to IFRS Reporting and Disclosure

Concentrating on reporting and disclosure requirements under IFRS, this guide
offers practical insights into preparing transparent and compliant financial
reports. It covers disclosure notes, presentation standards, and reporting
frameworks. The book is valuable for ensuring clarity and accuracy in
financial communication.

9. IFRS Accounting: Practical Skills for Financial Professionals

Targeted at finance professionals looking to enhance their IFRS accounting
skills, this book provides hands-on exercises and practical examples. It
delves into complex topics such as revenue recognition, leases, and financial
instruments under IFRS. The 5th edition includes updated content aligned with
current standards.
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practical financial accounting ifrs 5th: CIMA Official Exam Practice Kit Financial
Accounting and Tax Principles Mike Rogers, John Dunn, 2008-05 HELPING YOU TO PREPARE
WITH CONFIDENCE, AVOID PITFALLS AND PASS FIRST TIME Supplementing the Official CIMA
Learning Systems and Revision Cards the CIMA Exam Practice Kits consolidate learning by
providing an extensive bank of practice questions. Each solution provides an in depth analysis of the
correct answer, it is ideal for independent study or tutored revision course, helping you prepare with
confidence and pass first time. The CIMA Exam Practice Kit includes: . Exam level questions with
type and weighting to match the format of the exam . Fully worked model answers . Access to CIMA
Official Q&As from May and November 2007 . Summaries of key theory . Designed to follow the
structure of the Official Learning Systems and CIMA's Learning Outcomes OFFICIALLY ENDORSED
BY CIMA AND WRITTEN BY LEADING CIMA TUTORS, THE EXAM PRACTICE KITS PROVIDE A
VALUABLE INSIGHT ON HOW TO SCORE TOP MARKS * Helps CIMA students to prepare and pass
the new syllabus first time * Practice applying and displaying knowledge so CIMA examiners can
award you marks * Provides worked answers to fully explain the correct answer, and analysis of
incorrect answers - helping CIMA students avoid common pitfalls

practical financial accounting ifrs 5th: Financial Accounting, 5th Edition S.N.
Maheshwari, S.K. Maheshwari & Sharad K. Maheswari, Financial Accounting provides a
comprehensive coverage to course requirements of students appearing in the paper Financial
Accounting at BCom, BCom (Hons) examinations of different Indian universities and Foundation
Examination (NS) of the Institute of Company Secretaries of India. The book is divided into four
sections: Section I explains the fundamental principles necessary for understanding the subject. It
covers the entire accounting cycle—from recording of financial transactions to the preparation of
final accounts. Section II deals with accounting problems related to certain specific types of business
transactions. Section III deals with partnership accounts. Section IV provides suggested answers to
recent examinations’ questions.

practical financial accounting ifrs 5th: FINANCIAL ACCOUNTING FOR BUSINESS
MANAGERS, Fifth Edition ASISH K. BHATTACHARYYA, 2016-09-14 Primarily intended for the first
course in financial accounting for the postgraduate students of management, this systematically
organized text discusses the essential concepts, principles and methods of financial accounting. It
covers all important financial concepts and corporate financial reporting practices. The book, in its
Fifth Edition, includes Revised Schedule III to the Companies Act, 2013, which provides Balance
Sheet and Profit and Loss Account Format. Besides, more illustrations have been provided for easy
grasping of the concept. The Schedule VI has also been explained at the appropriate places. While
the emphasis throughout is given on the fundamentals, the book also skilfully analyzes advanced
topics such as financial instruments, earnings management, internal control and internal audit,
business combination and the logit model.

practical financial accounting ifrs 5th: CIMA Official Exam Practice Kit Financial
Management Jo Watkins, 2009-07-29 HELPING YOU PREPARE WITH CONFIDENCE, AVOID
PITFALLS AND PASS FIRST TIME CIMA's Exam Practice Kits contain a wealth of practice exam
questions and answers, focusing purely on applying what has been learned to pass the exam. Fully
updated to meet the demands of the new 2010 syllabus, the range of questions covers every aspect
of the course to prepare you for any exam scenario. Each solution provides an in-depth analysis of
the correct answer to give a full understanding of the assessments and valuable insight on how to
score top marks. - The only exam practice kits to be officially endorsed by CIMA - Written by leading
CIMA examiners, markers and tutors - a source you can trust - Maps to CIMA's Learning Systems
and CIMA's Learning Outcomes to enable you to study efficiently - Exam level questions with type
and weightings matching the format of the exam - Fully worked model answers to facilitate learning
and compare against your own practice answers - Includes summaries of key theory to strengthen
understanding

practical financial accounting ifrs 5th: Financial Accounting with International




Financial Reporting Standards Jerry J. Weygandt, Paul D. Kimmel, 2022-07-20 An essential and
intuitive treatment of financial accounting with an international perspective The use of International
Financial Reporting Standards is growing rapidly, both outside of the United States and within,
especially as IFRS incorporates more US GAAP rules. In the newly updated fifth edition of Financial
Accounting with International Financial Reporting Standards, a team of accomplished financial
practitioners and educators delivers the newest version of their highly anticipated text. This
important work offers practical end-of-chapter exercises and practice problems complete with
foreign currency examples, as well as an emphasis on non-US companies and examples. It is perfect
for accounting students seeking exposure to internationally utilized accounting standards.

practical financial accounting ifrs 5th: Financial Accounting Jamie Pratt, Michael F. Peters,
2020-12-15 Financial Accounting, 11th Edition, provides students with a clear understanding of
financial accounting by framing accounting processes in the context of real-world business practices.
Concepts are presented in an engaging story-telling approach and help answer key questions such
as why, what, and how financial accounting connects to business success. By building a solid
foundation in the mechanics of preparing and analyzing financial statements, performance
measurement (Return on Equity), and decision-making with the help of data analytics, Financial
Accounting, 11th Edition helps students better prepare to be effective and successful business
professionals.

practical financial accounting ifrs 5th: ACCA Paper P2 - Corporate Reporting (INT and
UK) Practice and revision kit BPP Learning Media, 2013-01-01 The examiner-reviewed P2
Practice and Revision Kit provides invaluable guidance on how to approach the exam and contains
many of the long, case study questions that you will find in the exam. Three mock exams provide you
with more essential practice and marking schemes show you how the examiner awards marks.

practical financial accounting ifrs 5th: Intermediate Accounting, Volume 1 Donald E.
Kieso, Jerry J. Weygandt, Terry D. Warfield, Irene M. Wiecek, Bruce J. McConomy, 2021-11-15
Intermediate Accounting, 13th Canadian Edition has always been, and continues to be, the gold
standard that helps connect students to the what, the why, and the how of accounting information.
Through new edition updates, you will be able to spark efficient and effective learning and inspire
and prepare students to be the accounting professionals of tomorrow. To help develop a deeper
understanding of course concepts and move beyond basic understanding, students work through a
high-quality assessment at varying levels, helping them learn more efficiently and create
connections between topics and real-world application. This course also presents an emphasis on
decision-making through Integrated Cases and Research and Analysis questions that allow students
to analyze business transactions, apply both IFRS and ASPE, and explore how different accounting
standards impact real companies. Throughout the course, students also work through a variety of
hands-on activities including Data Analytics Problems, Analytics in Action features, Excel templates,
and a new emphasis on sustainability, all within the chapter context. These applications help
students develop an accounting decision-making mindset and improve the professional judgement
and communication skills needed to be successful in the evolving accounting world.

practical financial accounting ifrs 5th: ACCA Paper P2 - Corporate Reporting (INT and
UK) Practice and revision kit (Revised Edition) BPP Learning Media, 2011-06-01 Question
practice is essential for all papers, but particularly for P2 as it has a strong 'fear factor'. Questions
look intimidating, and it is only once you get into the detail that you realise that there are easy
marks on offer. Our examiner-reviewed Practice and Revision Kit gives ample opportunity to practice
the long, case study questions, so important in the exam. Three mock exams provide essential exam
rehearsal practice. Many questions have marking schemes, so that you can see that the examiner
awards marks for these techniques.

practical financial accounting ifrs 5th: International GAAP 2020 Ernst & Young LLP,
2020-02-25 International GAAP 2020 is a comprehensive guide to interpreting and implementing
International Financial Reporting Standards (IFRS), setting IFRS in a relevant business context, and
providing insights into how complex practical issues should be resolved in the real world of global



financial reporting. This book is an essential tool for anyone applying, auditing, interpreting,
regulating, studying, or teaching IFRS. Written by financial reporting professionals from around the
world, this guide to reporting under IFRS provides a global perspective, clearly explaining complex
technical accounting issues and setting IFRS in a practical context. Numerous worked examples and
hundreds of illustrations from the published financial reports of major listed companies from around
the world are included. The 2020 edition has been fully revised and updated with information on the
latest IFRS changes and current issues.

practical financial accounting ifrs 5th: The Timing of Income Recognition in Tax Law and the
Time Value of Money Moshe Shekel, 2009-05-28 Introduction -- Accounting background -- Tax values
-- Between GAAP and fiscal accounting -- Timing of recognition of income from deposits -- Timing of
recognition of income from advances -- Timing of the deduction of future expenses -- Alternative
models.

practical financial accounting ifrs 5th: Financial Accounting (University of Mumbai) Minaxi
Rachchh, Siddheshwar T. Gadade & Gunvantrai A. Rachchh, Financial Accounting' has been written
by three highly experienced teachers for T.Y.B.Com students of University of Mumbai. It has been
designed as a textbook to provide comprehensive coverage of the syllabus prescribed by the
University of Mumbai. This book covers all the topics mentioned in the syllabus in a simple and lucid
style. Due consideration has been given to practical questions. A variety of problems on each topic
has also been included. This book is divided into two parts: the first part covers the theory and the
problems on each topic and the second part covers University problems with solutions for every
chapter. Key Features [] For each topic, practical illustrations have been divided into different types
to understand the topic easily. [] In each chapter, theoretical questions are given along with answers.
0 A large number of problems have been solved. [] Numerous solved problems are given from
previous university examinations. [] Students will easily know the trend and pattern of examinations
by using this book.

practical financial accounting ifrs 5th: SEC Docket United States. Securities and Exchange
Commission, 2007

practical financial accounting ifrs 5th: The Routledge Companion to Financial Accounting
Theory Stewart Jones, 2015-05-22 Financial accounting theory has numerous practical applications
and policy implications, for instance, international accounting standard setters are increasingly
relying on theoretical accounting concepts in the creation of new standards; and corporate
regulators are increasingly turning to various conceptual frameworks of accounting to guide
regulation and the interpretation of accounting practices. The global financial crisis has also led to a
new found appreciation of the social, economic and political importance of accounting concepts
generally and corporate financial reporting in particular. For instance, the fundamentals of capital
market theory (i.e. market efficiency) and measurement theory (i.e. fair value) have received
widespread public and regulatory attention. This comprehensive, authoritative volume provides a
prestige reference work which offers students, academics, regulators and practitioners a valuable
resource containing the current scholarship and practice in the established field of financial
accounting theory.

practical financial accounting ifrs 5th: Financial Accounting Jerry J. Weygandt, Paul D.
Kimmel, Donald E. Kieso, 2019-12-12 To understand a business, you have to understand the financial
insides of a business organization. Through a focus on accounting transactions, real-world
problem-solving, and engaging industry examples, Weygandt Financial Accounting, 11th edition
demonstrates how accounting is an exciting field of study and helps connect core financial
accounting concepts to students' everyday lives and future careers. Continuing to help students
succeed in their introductory financial accounting course for over two decades, this edition brings
together the trusted Weygandt, Kimmel, and Kieso reputation with fresh, timely, and accurate
updates to help build confidence and engage today's students.

practical financial accounting ifrs 5th: CIMA Exam Practice Kit Financial Accounting and
Tax Principles Colin Channer, Mike Rogers, 2007-03-21 CIMA Exam Practice Kits consolidate




learning by providing an extensive bank of practice questions. Each solution provides an in depth
analysis of the correct answer and highlights why the alternatives are incorrect. CIMA Exam
Practice Kits are ideal for students studying independently or attending a tutored revision course. It
supplements the Official CIMA Learning Systems and CIMA Revision Cards with a wealth of
additional questions and material focused purely on applying what has been learnt to passing the
exam. CIMA Exam Practice Kits help students prepare with confidence for exam day, and to pass
first time. * Helps CIMA students to prepare and pass the new syllabus first time * The only Exam
Practice material recommended by CIMA* Provides worked answers to fully explain the correct
answer, and analysis of incorrect answers - helping CIMA students avoid common pitfalls

practical financial accounting ifrs 5th: Student's Guide to Auditing Practice ,

practical financial accounting ifrs 5th: Financial and Managerial Accounting. Pn/r Uk/us -
Rental Only]. ,

practical financial accounting ifrs 5th: Intermediate Accounting Donald E. Kieso, Jerry J.
Weygandt, Terry D. Warfield, 2016-03-28 This text is an unbound, binder-ready edition. Kieso,
Weygandt, and Warfield’s Intermediate Accounting, Sixteenth Edition continues to set the standard
for students and professionals in the field. The 16th edition builds on this legacy through new,
innovative student-focused learning. Kieso maintains the qualities for which the text is globally
recognized, including its reputation for accuracy, comprehensiveness, accessibility, and quality
problem material that best prepares students for success on the CPA exam and accounting careers.
The 16th edition offers the most up-to-date coverage of US GAAP & IFRS in a format suited to the
complex challenges of teaching intermediate accounting in these changing times. WileyPLUS sold
separately from text.

practical financial accounting ifrs 5th: ACCA Paper F7 - Financial Reporting (INT and
UK) Practice and revision kit BPP Learning Media, 2013-01-01 The examiner-reviewed F7
Practice and Revision Kit provides invaluable guidance on how to approach the exam, contains past
ACCA exam questions for you to try and covers all areas of the F7 syllabus in the same order as the
Study Text. The detailed solutions and marking schemes show you how the examiner awards marks.
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PRACTICAL Definition & Meaning - Merriam-Webster The meaning of PRACTICAL is of,
relating to, or manifested in practice or action : not theoretical or ideal. How to use practical in a
sentence
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project, etc., as being more concerned with or relevant to practice than theory: he is a very practical
person; the idea had no practical application
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ideas or desires
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