its contractual requirements.Units of account which may be used include:a. an individual right or individual obligation;b. all rights, all obligations, or all rights and all obligations, arising from a single source,for example a contract;c. a subgroup of those rights and obligations, for example a subgroup of rights overan item of property, plant and equipment for which the useful life and pattern ofconsumption differ from those of the other rights over the item;d. a group of rights and/or obligations arising from a portfolio of similar items;e. a group of rights and/or obligations arising from a portfolio of dissimilar items, for example a portfolio of assets and liabilities to be disposed of in a single trans- action; andf. a risk exposure within a portfolio of items--if such a portfolio is subject to a com- mon risk, some aspects of accounting for that portfolio could focus on the aggregate exposure to risk within that portfolio.Recognition is the process of capturing for inclusion in the statement of financial position or the statement(s) of financial performance an item that meets the defin- ition of one of the elements of financial statements--an asset, a liability, equity, income or expenses.As already noted, income is defined as increases in assets, or decreases in liabilities, that result in increases in equity, other than those relating to contributions from holders of equity claims.The unit of account is selected to provide useful information, which means that information provided about an asset or liability and any related income and expenses must be relevant and must faithfully represent the substance of the transaction or other event from which they have arisen.Nor- mally, the single inherent assets or liability in an unperformed or equally performed execu- tory contract are not recognised until performance.The legal frameworks applying to such entities may differ from those which govern corporate entities, but the definition of equity for the purposes of the 2018 framework remains the same in all cases.Expenses are decreases in assets, or increases in liabilities, that result in decreases in equity, other than those relating to distributions to holders of equity claims.The chapter emphasises that the definitions of income and expenses mean that contri- butions from holders of equity claims are not income, and distributions to holders of equity claims are not expenses.The chapter defines the unit of account as the right or the group of rights, the obligation or the group of obligations, or the group of rights and obligations, to which recognition criteria and measurement concepts are applied.Business activities are often undertaken through non-corporate entities such as sole proprietorships, partnerships, trusts or government undertakings.An item so recognised is represented in one of the statements by words and amonetary amount, which may be aggregated with other items, and included in one or more of the totals in that statement.The 2018 framework states that these rights and obligations are interde- pendent and therefore cannot be separated, resulting in a single asset or liability.Similarly, if one party makes a prepayment on a purchase contract, the prepayment creates and asset for the party to obtain the goods and a liabilityfor the other to deliver the goods.On the other hand, if a single contract creates two or more sets of rights and obligations that could have been created through two or more separate contracts, faithful representation may require each set of rights and obligations to be accounted for as though it arose from a separate contract.In determining the appropriate unit of account, it is necessary to consider whether the benefits arising from selecting that unit of account justify the costs of providing and using that information.Meaning that no party to the contract has per- formed (fulfilled their obligations) or both parties have partially performed to an equal extent.Executory contracts establish a combination of rights and obligations to exchange eco- nomic resources.The recognition of executory contracts is dependent on the recognition criteria (chapter 5), the measurement basis (chapter 6) and whether the contract is onerous.The basic principle is that executory contracts are not recognised until one party performed, except if it is onerous.The chapter notes that equity claims are claims on the residual interest in the assets of the entity after deducting all of its liabilities.Therefore, despite income and expenses being defined in terms of changes in assets and liabilities, information about income and expenses is equally important as information about assets and liabilities.An executory contract is defined as a contract, or a portion of a contract, that is equally underperformed.An asset exits when the contract is favourable and a liability when the contract is unfavourable.Performance changes the rights and obligations in executory contracts and therefore triggers recognition.Where a group or series of contracts are put in place to achieve an overall commercial effect, careful analysis will be necessary to identify the appropriate unit of account, depend- ent upon the nature of the overall commercial effect.Equity claims fall into different classes, such as ordinary shares and preference shares, which may confer different rights, for example to the receipt of dividends.Users of financial statements need information about both an entity's financial position and its finan- cial performance.Definitions of income and expenses.5.
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