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Private Enterprises

Private enterprises reporting uncer Canadlan GAAP Gao choos e hotween two sets of standards: decounting standards for ;
nriviate ontorprives (ASPE) or Internatianal Finangial :h-p-:)rhnr; Standards {IFRSSY. "

-~ Can chodse ko adopt IFRSE

..;’j“'
Private Enturprises on

% Can chooso to adopt a

i, set of accounting standards
for private enterprises

ASHE were developed o meet e speiic needs of prvate onterposos aned ugers of their financsl stalements, Motable
Chinges, as compared tn pre-changeover standurds, Incucle simplitication of recagnition, measgesment and presentallon m
vredt that veere Weotfed os being averly comples, fur cromple, aceouating for linancil matrumaents, The aew standares
alne signinicantly redece the burdoen of declosure reqgulrcimenl s,

Belvate enterprises are required €0 adopt ASHE or IFRSE tar tiscal years beginnmyg on or after January 1, 2011,

Humonrees dngt traimma apportunilies gy avaitable to asaisl feivate colerprises and accounting professionats,



INTRODUCTION

This document is intended to help enterprises that will use the new Accaunting
Standards tor Private Entorprises (ASPES) analyze Lhe various options available and
make informed decisions,

These now accounling standards simplify a number of concepts thot weare prewvi-
ously included in Part V of the C/CA Handbook - Accounting. The disclosure
requirements have been significantly reduced in the new set of accounting stan-
dards 1o take account of the unigue private entorprise environment. The concept of
diftorential reporting has heen replaced by aceounting policy choices or by simpli-
fied requirements.

These new standards were also designed to encourage their adoption by enter-
prises that had previously opted for non-GAAR financial reporting (often usod

in compilation engagoments), Many ontitivs moved away from GAAP becauss
thoy helieved that the costs of presenting GAAP-compliant financial statements
outweighed the banatits for users, Under the new standards, the costs to prepare
financial statements are lowor, which should result in broader apptication among
private enterprises,

Many private enterprises do not have complex, transactions. Although It {s [mport-

a Rl 'Vate enterprises to undorstand the Implleations of the new *‘tandards and: i
how' they affect thair buslness. ‘many small businesses applying tho pre- chanaeover:
acmuntlng ctandarcts will not be slgn[ﬂcnntly affected and might see virtually no »
‘change to thelr financial statements, .

It is impaortant to understane the options available under the new sot of accounting
standards before preparing the opening balance sheet. Some of the choicos affect
the accounting in both current and luturo years and othors apply only to the open-
ing balance sheet presentation on the date of transition to ASPES,

More specitically, the choices and decisions to be made in applying these standards
revolve around the followlng two questions:

1. What are the transitional oplions avallable on first-time adoption of the stan-
dards that could be used?

o5

What are the maln accounting pelicy choices available In applying ASPE an an
ongoing basis and which anes should be selectod?

This document surnmarizos, by decision type, the varlous options avallable and
provides numerical oxamples,

When making decisions about the accounting policy ehoices, private enterprises
should communicate with their lendors and other users of their financial statoments
to ensure their needs for infortation will be taken into consideration and that they
will be aware of the patential changes in the finanalal statermonts and their tmpact
on financlal ratios and dabt covenants.



