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IFRS 2 Share-based Payment
SCOPE
IFRS 2 applies to all share-based payment transactions, which are defined as follows:






Equity-settled, in which the entity receives goods or services as consideration for
equity instruments of the entity (including shares or share options);
Cash-settled, in which the entity receives goods or services by incurring a liability to
the supplier that is based on the price (or value) of the entity's shares or other equity
instruments of the entity
Transactions in which the entity receives goods or services and either the entity or the
supplier of those goods or services have a choice of settling the transaction in cash (or
other assets) or equity instruments.

IFRS 2 also applies:




To transfers by shareholders to parties (including
employees) that have transferred goods or services to
the entity. This would include transfers of equity
instruments of the entity or fellow subsidiaries by the
entity's parent entity to parties that have provided goods
and services
When an entity does not receive any specifically
identifiable goods/services.

IFRS 2 does not apply to:






Transactions in which the entity acquires goods as part of the net assets acquired in a
business combination to which IFRS 3 Business Combinations applies or to the
contribution of a business on the formation of a joint venture to which IFRS 11 Joint
Arrangements applies
Share-based payment transactions in which the entity receives or acquires goods or
services under a contract within the scope of IAS 32 Financial Instruments: Presentation
and IFRS 9 Financial Instruments
Transactions with an employee in his/her capacity as a holder of equity instruments.

IDENTIFYING THE SHARE-BASED PAYMENT CONDITIONS

RECOGNITION

VESTING CONDITIONS
A condition that determines whether the entity receives the services that entitle the counterparty to receive the share-based payment and is either: a service condition, or a
performance condition.

SERVICE CONDITION

PERFORMANCE CONDITION

Requires the counterparty to
complete a specified period
of service during which
services are provided to the
entity. If the counterparty,
regardless of the reason,
ceases to provide service
during the vesting period, it
has failed to satisfy the
condition. A performance
target is not required to be
met.

Requires:
 The counterparty to complete a specified period of service (i.e. service condition) - the service requirement can be explicit or implicit, and
 Specified performance target(s) to be met while the counterparty is rendering that service.
The period of achieving the performance target(s):
 Shall not extend beyond the end of the service period, and
 May start before the service period on the condition that the commencement date of the performance target is not substantially before the
commencement of the service period.
A performance target is defined by reference to:
 The entity's own operations (or activities) or the operations or activities of another entity in the same group (ie a non-market condition), or
 The price (or value) of the entity's equity instruments or the equity instruments of another entity in the same group (including shares and
share options) (ie a market condition).
A performance target might relate either to the performance of the entity as a whole or to some part of the entity (or part of the group), such
as a division or an individual employee.

NON-VESTING
CONDITIONS
A condition that
determines whether the
entity receives the
services that entitle the
counterparty to receive
the share-based payment
and is either: a service
condition, or a
performance condition.



Excluded from grant date fair
value calculation
Adjustment to the number of
shares and/or vesting date
amount for actual results.

NON-MARKET CONDITION

MARKET CONDITION

Relates to operations of the entity or to the
operations of another entity in the same group.

I Performance condition, upon which the exercise price, the vesting or exercisability of
an equity instrument depends, that is related to the market price of the entity's equity
instruments (including share options) or those of another entity within the group.














Included in the grant
date fair value
calculation
No adjustment to the
number of shares or
vesting date amount
for actual results.

Recognise the goods or
services received or
acquired in a sharebased payment
transaction when the
goods are obtained or as
the services are received
Recognise an increase in
equity for an equitysettled share-based
payment transaction
Recognise a liability for
a cash-settled sharebased payment
transaction
When the goods or
services received or
acquired do not qualify
for recognition as assets,
recognise an expense.
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IFRS 2 Share-based Payment
MEASUREMENT
EQUITY-SETTLED
Transactions with employees






Measure at the fair value of
the equity instruments granted
at grant date
The fair value is never
remeasured
The grant date fair value is
recognised over the vesting
period.

Transactions with nonemployees




Measure at the fair value of
the goods or services received
at the date the entity obtains
the goods or receives the
service
If the fair value of the goods
or services received cannot be
estimated reliably, measure by
reference to the fair value of
the equity instruments
granted.

CHOICE OF SETTLEMENT
Share-based payment transactions where there
is a choice of settlement




If the counterparty has the right to choose
whether a share-based payment transaction is
settled in cash or by issuing equity instruments,
the entity has granted a compound instrument
(a cash-settled component and an equitysettled component)
If the entity has the choice of whether to settle
in cash or by issuing equity instruments, the
entity shall determine whether it has a present
obligation to settle in cash and account for the
transaction as cash-settled or if no such
obligation exists, account for the transaction as
equity-settled.

CASH-SETTLED
Cash-settled share-based
payment transactions






Measure the liability at the
fair value at grant date
Re-measure the fair value of
the liability at each reporting
date and at the date of
settlement, with any changes
in fair value recognised in
profit or loss for the period
Liability is recognised over
the vesting period (if
applicable).

GROUP SETTLED SHARE-BASED PAYMENTS
An entity that receives goods or services
(receiving entity) in an equity-settled or a
cash-settled share-based payment
transaction is required to account for the
transaction in its separate or individual
financial statements.




The entity receiving the goods or services
recognises them, regardless of which
entity settles the transaction, this must be
on an equity-settled or a cash-settled basis
assessed from the entities own perspective
(this might not be the same as the amount
recognised by the consolidated group)
The term 'group' has the same definition as
per IFRS 10 Consolidated Financial
Statements that it includes only a parent
and its subsidiaries.

Contact
For further information about how BDO can assist you and your organisation,
please get in touch with one of our key contacts listed below.
Alternatively, please visit www.bdo.global where you can find full lists of regional
and country contacts.
EUROPE

NORTH AMERICA & CARIBBEAN

Armand Capisciolto

Canada

acapisciolto@bdo.ca

Wendy Hambleton

USA

whambleton@bdo.com

LATIN AMERICA

Anne Catherine Farlay

France

annecatherine.farlay@bdo.fr

Marcello Canetti

Argentina

mcanetti@bdoargentina.com

Jens Freiberg

Germany

jens.freiberg@bdo.de

Victor Ramirez

Colombia

vramirez@bdo.com.co

Teresa Morahan

Ireland

tmorahan@bdo.ie

Ernesto Bartesaghi

Uruguay

ebartesaghi@bdo.com.uy

Ehud Greenberg

Israel

ehudg@bdo.co.il

Stefano Bianchi

Italy

stefano.bianchi@bdo.it

Roald Beumer

Netherlands

roald.beumer@bdo.nl

Ayez Qureshi

Bahrain

Ayez.qureshi@bdo.bh

Reidar Jensen

Norway

reidar.jensen@bdo.no

Antoine Gholam

Lebanon

agholam@bdo-lb.com

David Cabaleiro

Spain

david.cabaleiro@bdo.es

René Füglister

Switzerland

rene.fueglister@bdo.ch

Moses Serfaty

United Kingdom

moses.serfaty@bdo.co.uk

Aletta Boshoff

Australia

aletta.boshoff@bdo.com.au

Hu Jian Fei

China

hu.jianfei@bdo.com.cn

Fanny Hsiang

Hong Kong

fannyhsiang@bdo.com.hk

Pradeep Suresh

India

pradeepsuresh@bdo.in

Khoon Yeow Tan

Malaysia

tanky@bdo.my

Ng Kian Hui

Singapore

kianhui@bdo.com.sg

SUB SAHARAN AFRICA

Theunis Schoeman

South Africa

tschoeman@bdo.co.za

MIDDLE EAST

ASIA PACIFIC

This publication has been carefully prepared, but it has been written in general terms and should be seen as broad guidance only.
The publication cannot be relied upon to cover specific situations and you should not act, or refrain from acting, upon the
information contained therein without obtaining specific professional advice. Please contact your respective BDO member firm to
discuss these matters in the context of your particular circumstances. Neither BDO IFR Advisory Limited, Brussels Worldwide
Services BV, BDO International Limited and/or BDO member firms, nor their respective partners, employees and/or agents accept
or assume any liability or duty of care for any loss arising from any action taken or not taken by anyone in reliance on the
information in this publication or for any decision based on it.
Service provision within the international BDO network of independent member firms (‘the BDO network’) in connection with IFRS
(comprising International Financial Reporting Standards, International Accounting Standards, and Interpretations developed by the
IFRS Interpretations Committee and the former Standing Interpretations Committee), and other documents, as issued by the
International Accounting Standards Board, is provided by BDO IFR Advisory Limited, a UK registered company limited by guarantee.
Service provision within the BDO network is coordinated by Brussels Worldwide Services BV, a limited liability company incorporated
in Belgium with its statutory seat in Zaventem.
Each of BDO International Limited (the governing entity of the BDO network), Brussels Worldwide Services BV, BDO IFR Advisory
Limited and the member firms is a separate legal entity and has no liability for another such entity’s acts or omissions. Nothing
in the arrangements or rules of the BDO network shall constitute or imply an agency relationship or a partnership between BDO
International Limited, Brussels Worldwide Services BV, BDO IFR Advisory Limited and/or the member firms of the BDO network.
BDO is the brand name for the BDO network and for each of the BDO member firms.
© 2022 BDO IFR Advisory Limited, a UK registered company limited by guarantee. All rights reserved.
www.bdo.global

