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Accounting framework for ‘Service concession arrangements’

IFRIC 12 - Service concession arrangements

IAS 17/IFRIC 4

IAS 11 -
'Construction contracts'

IAS 18 -
Revenue

IAS 37 : Provisions,
contingent liab. & assets

Accounting for Leases -
Operating and finance
leases —

Right to control the use of

Accounting for Revenue
and costs relating to SCA
1. Construction services

2. Upgrade services

A
Accnuntlng fnr regenue \

and costs reiqtlng fo SCA
| A Ifiperator services

WV
\ \

.mt

Accounting for contractual
obligation for replacement
and maintenance expenditure

2. Maintain or restore

al S \ infrastructure (Asset
the asset. IFRS 15 — Revenue from contracts with customers itaomatooigaking)
IAS 39/IFRS 9: IAS 38: IAS 23: IAS 36 :
Financial Instruments Intangible Asset Borrowing costs Impairment of assets
> N

Accounting for Receivable to
the extent that it has an
unconditional contractual right
to receive cash irrespective of

the usage of the infrastructure.

-~ " b

Acgounting for Receivable

to the extent that it receives
a right (a license) to charge

users of the public service

Accounting for financing costs
in each case -

1. financial asset and
2. Intangible Asset

Impairment of assets — i.e.
recoverable value is equal to
or higher than the gross

carrying amount of the asset

b 4

Presentation by : CA Varun Sethi

2015




IFRIC 12 - Service Concession Arr’angéments
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IFRIC 12 - Service concession arrangements

Application scope
This IFRIC applies to public-to-private service concession arrangements if:

|. the grantor controls or regulates what services the operatﬁr must provide with the

™\

infrastructure, to whom it must provide them, and atWhatpﬁce AND
[l. the grantor controls—through ownership, beneﬂcnai entltlement or otherwise—any

significant residual interest in the |njra_st{_u\cture at the end of the term of the

VA T
| WL

arrangement. 1 a0

Infrastructure used in a public-to-private service concession arrangement for its entire
e B PN
useful life (whole of life assets) is within the scope of this IFRIC if the conditions in ‘I

above are met.
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‘Operator’ Accounting under IFRS

Category Cl’per'ﬂ‘“r Service/ 100%
assi?:?fnm O&M ROT BOT BOO divestment/
grantor contracts _ Privatization
a
g \
A |( ‘*._x \
Asset ownership Grantor Grantor __ —~\ |\ Operator
o {.- - ’
- -—--.‘II £
Capital Investment Grantor Grantor _,Operator Operator
— AN
A | 1‘\ \ A
Demand Risk Shared Grantor | Grantor and /or Operator Operator
5 ~ . N
. . - | 25-30
Typical duration 8-20 yrs f_;\ -5 years 25-30 yrs R | | s
—i\h T
Residual interest Grantor Grantor Operator

Primary IFRS

applicable to
Operator
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IFRIC 12 - Service concession arrangements

Grantor ‘controls or regulates’
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IFRIC 12 - Service concession arrangements

‘Significant residual interest’
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‘IFRIC 12 - Service Concession___Arzféﬁé‘ements’
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IFRIC 12 - Service concession arrangements

Financial Asset
Cash Flow Statement of Sample Toll Road Limited

Y1 Y2 Y3 Y4 Y5 Y6 Y7 Y8 Y9 || Y10 | | Total
Receipts/Collection | [ 0 o |[ 250 | [ 250 | [ 250 | [ 250 || 250 || 250 | | 250 | | 250 | [ 2000
a0 VN VS
L \
(-)Contract costs 500 500 20 20 20 20| [ 20 |5 2220 20 20 1180
(-) Borrowing costs | [ 0 34 || 69 || 61 || 53 43 || 34 || 23 || 19 || 7 |[ 343
L ’ \‘1\ _'K'h__ L WA
Net Cash Flow -500 | | -524 | | 121 | | /129 | 137 || 147 || 156 || 67 171 | | 183 77
\\ \ III| - 4
__} III_- \

\ )
In accordance with IAS 23, borrowing costs attributable to the arrangement shall be
recognized as an expense in the period in which they are incurred
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IFRIC 12 - Service concession arrangements
Financial Asset

Y1 Y2 Y3 Y4 Y5 Y6 Y7 Y8 Y9 Y10 Total

\ 17
In accordance with IAS 23, borrowing costs attributable to the arrangement shall be
recognized as an expense in the period in which they are incurred

P 12 Presentation by : CA Varun Sethi 2015



IFRIC 12 - Service concession arrangements

Financial Asset
Debt Cash flows of Sample Toll Road Limited

Y1 Y2 Y3 Y4 Y5 Y6 Y7 Y8 Y9 Y10 Total
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IFRIC 12 - Service concession arrangements

Financial Asset

Grantor balance — Amounts due

Opening Balance

Amounts duein Y

(-) Repayments

~Amount due before
interest

Interest due/income

Closing Balance

Y1 Y2 Y3 Y4 Y5 Y6 Y7 Y8 Y9 Y10 Total
-
\\\ \‘
\ 1256
P : - 2000
| I ;""-.
'III ( 'y \ 344
~ N\
iz L \
I\kx__x--,-l rll
Presentation by : CA Varun Sethi 2015




‘IFRIC 12 - Service Concession___Arzféﬁé‘ements’
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Practical example Il — Intangible Asset

I"“ =
N

2015




IFRIC 12 - Service concession arrangements
gible Asset

Intan
Cash flow Statement- Sample Toll Road Limited

Receipts

Contract Costs 500 500 20 20 (2007 20 20 20 20  -20
Borrowing costs -34 59_._\---'{-\&3 53 43 34 -23 19 Ey
. W N
Net cash flow - used for -500  -534 121 129 137 147 156 67 171 183

debt repayment - 1\N
—L:} IIL .
|"‘\_- _f] |
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IFRIC 12 - Service concession arrangements

Intangible Asset
Income Statement— Sample Toll Road Limited

Y2 Y3 Y4 Y5 Y6 Y7  ¥Y8 Y9 Y10
Revenue 600 600 250 250 250 250 \ 250 250 250 250
Amortization of intangible asset -185 -185 < 185~ -185 -185 -185 -185 -185
-
Resurface expense 0 0 12 14 A5 -17 -20 -22 0 0
a QD
Contract costs 500 500 .7-29 \ 20 20 20 20 -20  -20  -20
- '-,\. /
Borrowing costs ﬁ\ \ 'D"L:_\,\\. 69 -61 -53 -43 -34 -23 -19 -7
I\\\ .III
Net Income . 1100 100
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IFRIC 12 - Service concession arrangements
_Intangible Asset

Opening balance |
Cost = FV of consideration Aa 0N
Borrowing costs capitalized PR _ W W

Less: Amortization

Closing Balance

Y1 v2 | ¥3\ va Y5 Y6 Y? Y8 ¥ Y10
NN

Debt Z .
Interest/ Borrowing costs —

Closing balance \

Less: Repaid

Net debt Outstanding
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IFRIC 12 - Service concession arrangements

Separable and Ancillary unregulated services:
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IFRIC 12 - Service concession arrangements

This Appendix applies to both:

| infrastructure that the operator constructs or acquires from a third party for the

Ay \K .\\\'\ \‘

purpose of the service arrangement; and SR\
o 5 R
[l. existing infrastructure to which the grantor gi%gﬁhé‘ operator access for the

™

purpose of the service arrangement. "

W L 1\\\ b \"-..__ :
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