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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.] 


