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Editorial Spring  is c oming a long with severa l key steps for standards setting . In Marc h, the 

IASB will rec eive the c omment letters on ma jor p rojec ts: Consolida tion, 
Rela tionship  with the Sta te and  Constitution Review. Then they will rec eive the 

answers to Revenue Rec ognition and  Financ ia l Sta tement Presenta tion. We  

kind ly invite you to pay partic ula r a ttention to the study on the p resenta tion of 
financ ia l sta tements in this issue. Changes p roposed  by the Board  should  be 

examined  c arefully. 

 

Happy read ing! 

Mic hel Barbet-Massin     Jean-Louis Lebrun  

News 
�

A Frenc hman at the helm of the IVSC 

 
On 4 Marc h, the Interna tiona l Va lua tion Standards Counc il 

(IVSC) announc ed  the appointment of a  new Board  of 

Trustees. It will be c ha ired  by Mic hel Prada , former p resident 
of the AMF, the Frenc h market regula tor.  

 

The IVSC develops va lua tion p roc edures based  on a  sing le 
c ollec tion of va lua tion standards rec ognised  worldwide. 

 

On taking  up  his position, Mic hel Prada  sta ted  tha t there was 
a  grea ter need  than ever for c la rity in va lua tion standards.  

 

The standard isa tion of va lua tion, under the ausp ic es of an 
independent g loba l organisa tion, was in his view a  vita l step  

in reduc ing investment risk, inc reasing c onfidenc e in financ ia l 

sta tements and  p rovid ing a  c onsistent approac h to the 
va lua tion of portfolios and  assets.  

 

Fina lly, he noted  tha t in the c urrent c risis he feared  c onflic ting  
responses, and  reitera ted  the IVSC’s intention of working  in 

c lose c o-opera tion with other standard  setters and  

interna tiona l regula tory organisa tions. 
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�  Regulated ac tivities 

In Dec ember 2008, the Board  dec ide to inc lude a  p rojec t 

on regula ted  ac tivities on its agenda .  In February 2009, the 
Board  defined  the sc ope of the future standard  as p ric e 

regula tions sa tisfying  the following c riteria : 

�  emanating  from a  body duly authorised  to fix p ric es 
app lic ab le to the c lient, 

�  being  of the "c ost-of-servic e" type (or "time & 
materia ls" c ontrac ts under IAS 11). 

 

Ac c ord ing to the Board , only these regula tory reg imes c an 
c rea te an asset or a  liab ility, insofa r as p ric es a re set in 

order to enab le the rec overy of spec ific  c osts borne by the 

entity for the supp ly of goods or servic es (minimum profit or 
within a  range).   

 

The Board  will pub lish an exposure d ra ft by June 2009. 
 

�  Derec ognition of financ ia l instruments 

In February the IASB c ompleted  its delibera tions p rior to the 

pub lic a tion of an exposure d ra ft on the c ond itions for the 
derec ognition of financ ia l instruments. 

 

This p rojec t has been energetic a lly pursued  as part of the 
measures to be taken to remedy the p rob lems highlighted  

by the financ ia l c risis.  

 
Having examined  two possib le approac hes, the Board  has 

c ome down in favour of the more restric tive op tion whic h 

is a lso c loser to the p rovisions of IAS 39. The sec ond  - more 
c onc ep tua l – approac h will, however, a lso be p resented  

as an a lterna tive in the exposure d ra ft. The two 

approac hes a re ac c ompanied  by requirements for 
add itiona l d isc losures. 

 

The pub lic a tion of the exposure d ra ft is expec ted  a t the 
end  of Marc h. 

�  Valuation of insuranc e liabilities  

Continuing its delibera tions of Sep tember and  Oc tober 

2008, a  tiny ma jority of members of the Board  sa id  they 
would  p refer a  "fulfilment va lue" approac h to insuranc e 

liab ilities.  

 
Under this approac h, insuranc e liab ilities a re measured  

on the basis of the forec ast c ash outgoings to whic h the 

entity is exposed  (and  not on the basis of those to whic h 
any market partic ipant might be exposed ).  

 

The Board  has reitera ted  the need  for c onsistenc y 
between the standard  on insuranc e liab ilities, the 

standards on p rovisions and  other non-financ ia l liab ilities 

(IAS 37 revised ) and  the standard  on revenue rec ognition 
(c urrent DP ahead  of revision of IAS 11 and  IAS 18).  

 

Some would  like to see this as a  tipp ing-point in the 
Board©s delibera tions, a lthough the members of the Board  

rema in very d ivided . 

 

�  Fair value measurement spec ific ations 

In January, spec ific a tions for the measurement of 

liab ilities a t fa ir va lue were d isc ussed , spec ific a lly under 

illiquid  market c ond itions.  
 

The Board  c ontinued  its work in February and  dec ided  

tha t the fa ir va lue of a  liab ility was nec essarily equa l to 
the fa ir va lue of the c orrespond ing asset held  by the 

c red itor. 
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�  XBRL at the heart of the work of the IASCF 

XBRL (eXtended  Business Reporting  Language) is a  

c omputer format for enc od ing financ ia l information and  
p roduc ing standard ised  financ ia l sta tements. Its 

"taxonomy" is a  d ic tionary for use in enc od ing financ ia l 

da ta . 
 

On 12 January the IASCF pub lished  the IFRS Taxonomy 2009 

for pub lic  c omment. To a llow it to be used  anywhere in the 
world , this taxonomy fa ithfully reflec ts the most rec ent 

tec hnic a l XBRL spec ific a tions. The a im is to share the same 

c od ing system so tha t information in XBRL c an be 
exc hanged  and  ac c essed  using c omparab le c riteria . 

 

This IASCF initia tive is thus part of an overwhelming trend  
towards the adop tion of XBRL throughout the world : 

�  the US  SEC rec ently pub lished  a  b ind ing text whic h 
will eventua lly c ompel a ll c ompanies quoted  on its 

sec urities market to submit their information in XBRL, 
in ac c ordanc e with the Americ an ac c ounting  

standard  (US GAAP) but a lso, for foreign entities, 

under IFRS.  

 

 

�  Simila r p rojec ts a re under way in Japan, Israel, 
China , La tin Americ a , Canada , Austra lia  and  most 
European c ountries. 

�
From an ac c ounting  point of view, a round  2700 elements 
("tags" in XBRL ja rgon) a re required  to express IFRS 

c onc ep ts. 

 
The financ ia l c ommunity is invited  to submit c omments on 

the IFRS Taxonomy by 12 Marc h. The fina l version is 

expec ted  in early April 2009. 
 

XBRL requires no tec hnic a l knowledge; only IFRS 

ac c ountanc y expertise is required  to ensure tha t the 
c onc ep ts of the most rec ent IFRS standard  have been 

c orrec tly transc ribed  in the taxonomy.  

 
The taxonomy, and  deta ils of how to submit c omments 

and  suggestions, a re ava ilab le on the IASB web site: 

http :/ / www.iasb .org / XBRL/ XBRL.htm 
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Beyond  the GAAP, MAZARS’  monthly newsletter on ac c ounting  standards, is 100% free. To subsc ribe, send  an e-mail 
to doc trine@mazars.fr inc lud ing: 

Your first and  last name, 
Your c ompany,  

Your e-mail add ress 

You will begin rec eiving  Beyond  the GAAP the following month by e-mail in pd f format. 
 

 

If you no longer wish to rec eive Beyond  the GAAP, send  an e-mail to doc trine@mazars.fr with “ unsubsc ribe”  as the sub jec t of your message. 
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Presentation of financ ia l statements: is the revolution 
just around the c orner? 

 

A Closer Look 

On 16 Oc tober 2008, the IASB and  the FASB pub lished  a  Disc ussion Paper entitled  “ Preliminary Views on Financ ia l 

Sta tement Presenta tion", as part of phase B of the Performanc e Reporting  p rojec t begun in 2004. 
 

This text p roposes ma jor c hanges in the p resenta tion of financ ia l performanc e:  

�  inc reased  c onsistenc y between d ifferent financ ia l sta tements,  

�  d istinc tion between ac tivities c rea ting  va lue (the ©business© ac tivities) and  financ ing in financ ia l sta tements,  

�  p resenta tion of c ash flows using  the d irec t method ,  

�  p resenta tion in the notes of a  sta tement rec onc iling c hanges in assets and  liab ilities over the period ,  

�  the result for the period  and  c ash flows, etc .  
 
This Disc ussion Paper is the result of severa l years of d isc ussions by the Boards, c onduc ted  in para llel with the 

c onsulta tion of experts1. Comments may be submitted  until 4 April 2009. 

 
1(JIG, Joint Interna tiona l Group  and  FIAG, Financ ia l Institution Advisory Group ) 

�  Before phase B… phase A! 

Phase A of the Performanc e Reporting  projec t (see Beyond  the GAAP N°4 of April/ May 2007) c ulmina ted  in the 

pub lic a tion of the revised  IAS 1 standard  in Sep tember 2007. The amendments rela ted  to the definition of the 
sta tements tha t c omprise a  c omplete set of financ ia l sta tements and  to the c ompara tive periods for p resenta tion.  

 

At the time, the ma in top ic  of d isc ussion c onc erned  the p resenta tion of transac tions impac ting  on equity and  
c onduc ted  with third  parties who a re not shareholders (or elements of "other c omprehensive inc ome"). For the IASB, this 

amendment was an opportunity to define the “ sta tement of c omprehensive inc ome” , the sta tement p resenting  a ll the 

inc ome and  expenses for the financ ia l year, whether these a re inc luded  in the net result or rec orded  d irec tly in equity. 
 

To foresta ll signific ant opposition, the IASB dec ided  to authorise the p resenta tion of this sta tement of c omprehensive 

inc ome in two separa te sta tements: 

�  the first – known as the “ sta tement of financ ia l position”  - p resents the inc ome and  expenses tha t c ontribute to 
the forma tion of the net result; 

�  the sec ond  – whic h is a lso known as the sta tement of c omprehensive inc ome – is based  on the net result and  
p resents only the other elements of the c omprehensive inc ome.  

 
The IASB introduc ed  this p resenta tion op tion as a  temporary measure, and  with the pub lic a tion of the Disc ussion Paper 

on phase B of the Performanc e Reporting  p rojec t it c onfirms tha t it would  like to elimina te it. 
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�  Objec tives of financ ia l statements 

The Boards identified  three p rinc ipa l ob jec tives underlying  the p roposed  model for the p resenta tion of financ ia l 

sta tements:   

�  to portray a  c ohesive financ ia l p ic ture of the entity in its financ ia l sta tements; 

�  to b reak down the information so tha t it is useful in p red ic ting  an entity©s future c ash flows; 

�  to help  the reader of financ ia l sta tements to assess an entity©s liquid ity and  financ ia l flexib ility. 
 

Cohesion 

The ma in idea  is tha t, for any g iven homogenous group  of assets or liab ilities, it should  be possib le to follow, line by line, 
the inc ome and  expenses assoc ia ted  with these groups and  the assoc ia ted  c ash flows. The items p resented  in the 
sta tement of c hanges in equity (whic h now only inc ludes transac tions with shareholders) would  be exc luded  from this 

approac h. 

 

As fa r as possib le, an entity should  therefore ensure tha t the desc rip tions used  in the ba lanc e sheet, the p rofit and  loss 
ac c ount and  the sta tement of c ash flows a re identic a l. Simila rly, the hiera rc hy of the various elements should  be the 
same from one financ ia l sta tement to another. 

 

Ac c ord ing to the Board , the c lassific a tion of assets and  liab ilities in the ba lanc e sheet d ic ta tes, in a  mec hanic a l fashion, 
the c lassific a tion of inc ome and  expenses and  of the assoc ia ted  c ash flows in the p rofit and  loss ac c ounts and  the 

c ash flow sta tement respec tively. 

Disaggregation 

In order to be ab le to assess more easily the amount, timing and  unc erta inty of future c ash flows, the Boards believe 

tha t financ ia l information should  be b roken down into homogenous groups. This b reakdown should  a lloc a te the various 
elements in the ac c ounts to the following c a tegories: 

�  Business: this c a tegory must demonstra te how an entity c rea tes va lue in the c ourse of its ac tivities (for examp le 
by p roduc ing goods or p rovid ing  servic es). This c a tegory is itself subd ivided  into two head ings: "Opera ting", 

whic h inc ludes a ll the elements rela ting  to the entity©s p rinc ipa l c urrent ac tivity, and  "Investing" whic h 
c orresponds to assets and  liab ilities outside the c ore business. Thus this sec tion has no c onnec tion with the 

©Investment© c a tegory as it c urrently exists in the c ash flow sta tement; 

�  Financ ing: this c a tegory must demonstra te how an entity financ es its opera tiona l ac tivities. Items a lloc a ted  to 
this c a tegory must be p resented  in suc h a  way as to d istinguish between d ifferent sourc es of financ e. 

 

The c lassific a tion of items in the Business and  Financ ing c a tegories should  reflec t the "management approac h". Under 

this approac h, eac h asset and  eac h liab ility should  be a lloc a ted  to the c a tegory best reflec ting  the way in whic h the 
entity uses this asset or this liab ility. Thus an entity has no c hoic e of c a tegory, this being d ic ta ted  by the manner in whic h 

it uses the assets and  liab ilities to c rea te va lue or to financ e its ac tivities. 

 
In the notes to the financ ia l sta tements, the entity should  exp la in its polic y in a lloc a ting  d ifferent items to the 

Business  and   Financ ing c a tegories, desc rib ing the ac tivities in whic h the entity is engaged  and  the way in whic h the 

management c onc eives eac h ac tivity. 

�
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Liquid ity and financ ia l flexib ility 

An entity should  p resent information in a  way tha t helps the users of financ ia l sta tements to assess the extent to whic h 
the entity:  

�  will be ab le to meet the due da tes for the repayment of its loans; 

�  will have the c apac ity to financ e the development of its opera tiona l and  investment ac tivities. 
 

In p rac tic e, the p roposa l is tha t this ob jec tive should  be met by requiring  assets and  liab ilities to be p resented  not in 
ac c ordanc e with a  d istinc tion between the c urrent and  the non-c urrent, as happens today, but by d istinguishing 

between short-term (i.e. less than one year) and  long-term. Thus the b reakdown would  no longer reflec t the length of 

the opera ting c yc le (whic h may vary from one enterp rise to another, and  whic h may exc eed  one year). 

�  What are the c onsequenc es for the presentation format for financ ia l statements? 

In p rac tic e, the app lic a tion of the p rinc ip les set out in the Disc ussion Paper would  lead  to a  p resenta tion format for 

financ ia l sta tements tha t c an be summarised  as follows: 

�
Statement of  

financ ia l position 

 

Statement of  
c omprehensive inc ome  

 

Statement of  
c ash flows  

 

Business  
 

·  Opera ting  assets 
and  liab ilities  

 
·  Investing  assets 

and  liab ilities  

Business  
 

·  Opera ting  inc ome 
and  expenses  

 
·  Investing  inc ome 

and  expenses  

Business  
 

·  Opera ting  c ash 
flows  

 
·  Investing  c ash 

flows 

Financ ing  
 

·  Financ ing assets 
 
 
·  Financ ing liab ilities 

 

Financ ing  
 

·  Financ ing asset 
inc ome 

 
·  Financ ing liab ility 

expenses  

Financ ing  
 

·  Financ ing asset 
c ash flows 

 
·  Financ ing liab ility 

c ash flows 

Inc ome taxes 
 
 

Inc omes taxes on 
c ontinuing opera tions 
(business and  financ ing)  

Inc ome taxes 
 
 

Disc ontinued operations 
 

Disc ontinued operations, 
net of tax  

Disc ontinued operations 
 

 
Other c omprehensive 
inc ome, net of tax  

 

Equity   Equity  

�
In deta il, the imp lic a tions of the p rac tic a l app lic a tion of the measures c onta ined  in the Disc ussion Paper would  be as 

follows. 
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A Closer Look 

Statement of financ ia l position 

The ba lanc e sheet would  no longer be p resented  in the trad itiona l format as we know it today, i.e. on the basis of a  
d ivision between assets and  liab ilities. 

 

Some further c la rific a tions c an be made: 

�  c ash equiva lents should  be p resented  in the same way as other short-term investments. Thus they would  no 
longer be p resented  a long with c ash. In p rac tic e, the c onc ep t of c ash equiva lent would  simply d isappear; 

�  an add itiona l b reakdown would  be c arried  out for assets and  liab ilities of a  simila r na ture whic h a re va lued  in 
d ifferent ways. For example, long-term deb ts rec ognised  a t amortised  c ost should  be rec orded  separa tely from 

long-term deb ts measured  a t fa ir va lue; 

�  tota l assets and  tota l liab ilities should  be p resented  either in the ba lanc e sheet or in the notes. Add itiona lly, sub-
tota ls should  be p resented  for short-term assets and  liab ilities respec tively, and  long-term assets and  liab ilities 

respec tively. 

Statement of c omprehensive income 

As p reviously desc ribed , phase B of the Performanc e Reporting  p rojec t goes muc h further than the c onc lusions whic h 

the IASB had  reac hed  in phase A. Nevertheless, some may welc ome the fac t tha t the c onc ep t of net result has not 

(yet?) d isappeared  from the sing le sta tement of overa ll performanc e whic h should  be p resented . Indeed , the 
Disc ussion Paper does not p ropose tha t the various items c orrespond ing to the other inc ome and  expenses booked  

d irec tly in equity (suc h as the c hanges in fa ir va lue of AFS financ ia l assets) should  be a lloc a ted  to the expenses and  

inc ome lines in the sta tement of financ ia l position. One of the ma in fears assoc ia ted  with this p rojec t seems thus to have 
been removed . However, the p rojec t does not tac kle the thorny issue of rec yc ling other elements of the 

c omprehensive inc ome in the net result, pa rtic ula rly c ash flow hedges or sec urities held  for sa le (where these shares a re 

written down or sold ). 
 

Furthermore the Disc ussion Paper p roposes b reaking down the p rofit and  loss ac c ount first by func tion, then by na ture, 

to the extent tha t eac h of these p iec es of information is useful in forec asting  the entity©s future c ash flows. If deta ils a re 
not ava ilab le by func tion, this would  ind ic a te tha t the enterp rise d id  not regard  this information as relevant. Suc h 

information c an be supp lemented  by a  c loser level of deta il if this is c onsidered  relevant. This add itiona l information c an 

be p resented  in the notes to the financ ia l sta tements, in order to avoid  overburdening the p rofit and  loss ac c ount. 
 

Fina lly, a  tax expense or benefit would  not be a lloc a ted  to the d ifferent c a tegories of inc ome and  expenses. The only 

d isaggrega tion would  result from the d istinc tion between c ontinued  and  d isc ontinued  opera tions. Taxa tion rela ting  to 
other inc ome and  expenses (p resented  net of tax below the p rofit and  loss ac c ount in the sta tement of c omprehensive 

inc ome) would  be a lloc a ted  line by line in the notes. 

 
Foreign exc hange d ifferenc es, whether resulting  from the c onversion of transac tions or from the c onversion of financ ia l 

sta tements in foreign c urrenc y, should  be a lloc a ted  to c a tegories identic a l to those used  to c lassify the assets and  

liab ilities tha t g ive rise to these d ifferenc es. 

�

Statement of c ash flows 

Severa l ma jor c hanges a re a lso p roposed  for the estab lishment of the sta tement of c ash flows.   

 
Thus this sta tement should  in the future rec onc ile not the amount of c ash and  c ash equiva lents between the opening 

and  the c losing  of a  g iven period , but simp ly the amount of c ash. However, most financ ia l ana lysts would  have 

p referred  the c hanges to move ra ther in the d irec tion of a  rec onc ilia tion of an entity©s net indeb tedness. 
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Further, IAS 7 c urrently authorises two methods for the estab lishment of a  sta tement of c ash flows: 

�  the d irec t method , in whic h the main inc oming and  outgoing c ash c a tegories a re p resented ; 

�  the ind irec t method , whic h uses net result as a  sta rting  point and  p resents va ria tions in opera ting  c ash flow,  
ad justing  for the expenses and  inc ome whic h have no impac t on c ash flow  (suc h as a lloc a tions to 
deprec ia tion). 

 

While the ind irec t method  is the method  most used  by groups, the Disc ussion Paper p roposes to elimina te this method  in 
favour of the d irec t method . Ac c ord ing to the IASB, only this method  c an ac hieve the ob jec tive of c oherenc e 

between financ ia l sta tements. This p roposa l is likely to meet with strong opposition from c ommenta tors sinc e both 

ana lysts and  p reparers favour the ind irec t method . 
 

Fina lly, the app lic a tion of the p rinc ip le of c oherenc e c ould  a lso lead  to a  c hange in the p resenta tion of c erta in flows. 

For example, the ac quisition of p roperty, p lant and  equipment and  intang ib les to meet the needs of the entity©s c ore 
business should  be c lassified  in opera ting  c ash flows ra ther than investment c ash flows. 

 

Supplementary rec onc ilia tion sc hedule to be provided in the notes: 

This is another c ruc ia l point in the Disc ussion Paper. The DP proposes to require the p resenta tion of a  sc hedule in the 

notes to the financ ia l sta tements, whic h would  rec onc ile the sta tement of c ash flows with the sta tement of 

c omprehensive inc ome. This would  make it possib le to exp la in c hanges in the assets and  liab ilities between the 
beg inning and  end  of the financ ia l period . 

 

The rec onc ilia tion sc hedule would  be estab lished  as follows: 

�  d isaggrega tion of c hanges in assets and  liab ilities into those whic h have an impac t on c ash flows and  those 
whic h do not; 

�  for non-c ash movements, d istinguishing those c hanges whic h result from remeasurements and  those whic h do 
not; 

�  fina lly, the d isaggrega tion of c hanges due to re-measurements into those resulting  from rec urring  
remeasurements (suc h as  ad justments to the fa ir va lue of sec urities ava ilab le for sa le a t eac h c losing  da te) and  
others. 

 

The rec onc ilia tion sc hedule would  thus result in the p repara tion of a  tab le with seven c olumns: 

�

Changes in assets and liabilities exc luding transac tions 

with owners 

not from remeasurements 
From 

remeasurements  

Cash 
c omponent 

Ac c rual c omponents 
 

 

A B C D E F G 

Cap tion 
in 

sta tement 
of c ash 

flows 

Cash flows Ac c ruals, 
a lloc ation 
and other 

Rec urring fa ir 
value 

c hanges/  
valuation 

adjustments 

All other Comprehensive 
inc ome 

(B+C+D+E) 

Cap tion in 
sta tement of 

c omprehensive 
inc ome 

�
The exposure d ra ft whic h will follow this d isc ussion paper is expec ted  in the first ha lf of 2010, while the fina l standard  will 
not be pub lished  before 2011. In the meantime, many c omment letters should  be written. 
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A Closer Look 

On 29 January 2009, the IASB pub lished  interp reta tion IFRIC 18 - Transfers of Assets from Customers, approved  by the 

IFRIC in November 2008.  
 

This interp reta tion dea ls with the determina tion of the c irc umstanc es and  c ond itions under whic h the revenue from the 

transfer of assets by a  c ustomer under a  c ommerc ia l c ontrac t will be rec ognised . Its app lic a tion is partic ula rly relevant 
to pub lic  servic e sec tors suc h as wa ter, elec tric ity and  telec ommunic a tions d istribution. Some subc ontrac ting  

agreements c an a lso be a ffec ted  when assets a re to be transferred  to the subc ontrac tor by a  c lient. 

 
Doc tr’ in p rovides you with an overview of the main p rovisions of this new Interp reta tion. 

�  Sc ope 

IFRIC 18 dea ls with the hand ling  of transfers of items of p roperty, p lant or equipment in the ac c ounts of entities whic h 

rec eive suc h a  transfer from a  c ustomer. The c ontrac ts c onc erned  a re those whic h make p rovision for the rec eip t by an 
entity from one of its c ustomers of a  transfer of an item of p roperty, p lant or equipment to be used  to c onnec t the 

c ustomer to a  network and / or p rovide it with ac c ess to goods or servic es. 

 
IFRIC 18 a lso app lies when an entity rec eives c ash from a  c ustomer to financ e the ac quisition or the c onstruc tion of an 

item of p roperty, p lant or equipment to be used  to c onnec t the c ustomer to a  network and / or p rovide it with ac c ess to 

goods or servic es. 
 

The IFRIC does not p rohib it the app lic a tion of this Interp reta tion by ana logy to other asset transfers, e.g . a  transfer of 

intangib le fixed  assets. 
 

However, IFRIC 18 exp lic itly exc ludes from its sc ope the situa tion where the asset transferred  is an infrastruc ture used  in 

the c ourse of a  c onc ession c ontrac t fa lling  within the sc ope of IFRIC 12 - Servic e Conc ession Arrangements. This type of 
agreement does not involve transferring  a  right to c ontrol the use of the infrastruc ture to the opera tor. 

�  Who c ontrols the transferred item of property, p lant or equipment? 

Whether a  transfer of ownership  is involved , an entity rec eiving  a  transfer from a  c ustomer must determine if it c ontrols 

the item or if the c ustomer reta ins c ontrol.  
 

IFRIC 18 refers to the definition of an asset g iven in the IASB Framework and  spec ifies tha t the fac t of an entity©s being 

ab le to dec ide how the item will be opera ted , ma inta ined  or rep lac ed  ind ic a tes tha t this entity c ontrols it.  
 

The fac t tha t the entity has to use the item of p roperty, p lant or equipment in order to c rea te the agreed  servic e or 

servic es in exc hange for the transfer is thus not signific ant in this ana lysis. 

IFRIC 18 - Transfers of Assets from Customers 
�
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�  How shall the item of property, p lant or equipment be rec ognised in the financ ia l 
statements? 

If the entity c ontrols the item of p roperty, p lant or equipment, it must rec ognise tha t item in ac c ordanc e with IAS 16 - 

Property, Plant and  Equipment.  

 
As the transferred  item of p roperty, p lant or equipment is ac quired  in exc hange for the supp ly of one or more servic es 

(c onnec tion to a  network and / or p rovision of ac c ess to goods or servic es), its initia l c ost is measured  a t the fa ir va lue of 

the item on the da te of the transfer. 

�  What is the c orresponding entry for the transferred item of property, p lant or 
equipment? 

IFRIC 18 p resumes tha t the exc hange transac tion desc ribed  above forms an integra l part of the norma l business 
ac tivities of the entity. The issue a rises of the rec ognition of revenue from norma l ac tivities on the basis of IAS 18 - 

Revenue, namely immed ia te or deferred  rec ognition. 

 
Under IFRIC 18 and  in ac c ordanc e with paragraph 13 of IAS 18, the entity must identify the servic e or servic es whic h it is 

c ontrac ted  to p rovide in exc hange for the transfer of the item of p roperty, p lant or equipment by the c ustomer: 

c onnec tion to a  network and / or p rovision of ac c ess to goods or servic es.  
 

The Interp reta tion p rovides ind ic a tors whic h a llow the identific a tion of separa tely identifiab le servic es within a  sing le 

c ontrac t. Among them, we note tha t: 

�  The fac t tha t a  reduc ed  p ric e for the p rovision of ac c ess to goods or servic es (or for the goods and  servic es 
themselves) is offered  only to c ustomers who have transferred  an item of p roperty, p lant or equipment ind ic a tes 

tha t the p rovision of ac c ess is a  separa tely identifiab le servic e; 

�  c onversely, the fac t tha t an entity©s having to c harge an identic a l p ric e to eac h of its c ustomers in order to 
c omply with a  regula tion regard less of whether they have transferred  an item of p roperty, p lant or equipment, 
ind ic a tes tha t the p rovision of ac c ess is not a  separa tely identifiab le servic e  

 
On this last point, we note tha t the IFRIC has taken into c onsidera tion the c omments submitted  on the d ra ft D24 - 

Customer Contributions. These c omments d isputed  the assertion tha t an entity should  in every c ase have an ob liga tion 
of performanc e onc e the c onnec tion to the network was made. In its fina l Interp reta tion, the IFRIC took an approac h 

based  on the p rinc ip le of identific a tion of separa tely identifiab le servic es set out in IAS 18. 
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�  Rec ognition of revenue from normal ac tivities 

If a  sing le servic e is identified , IFRIC 18 refers to paragraph 20 of IAS 18 setting  c ond itions for the rec ognition of revenue 

from the p rovision of servic es.  
 

If more than one servic e is identified , IFRIC 18 refers to paragraph 13 of IAS 18 whic h sta tes tha t the fa ir va lue of the 

c onsidera tion rec eived  or to be rec eived  must be a lloc a ted  to eac h servic e and  tha t the revenue rec ognition c riteria  
must be app lied  to eac h servic e.  

 

Fina lly, if the p rovision of ac c ess to goods or servic es is a  servic e identified  in the c ontrac t, the period  of ac c ess 
p rovision is genera lly spec ified  in the c ontrac t. If not, IFRIC 18 sta tes tha t revenue c annot be deferred  beyond  the 

period  of use of the transferred  item of p roperty, p lant or equipment. 

�  How shall a transfer of c ash by a c ustomer be rec ognised in the ac c ounts? 

Ac c ord ing to the IFRIC, a  transfer of c ash by a  c ustomer of whic h the sole ob jec t is to financ e the ac quisition or the 
c onstruc tion of an item of p roperty, p lant or equipment to be used  to c onnec t the c ustomer to a  network and / or 

p rovide ac c ess to goods or servic es p roduc es the same ec onomic  effec ts as a  transfer of an item of p roperty, p lant or 

equipment. In c onsequenc e, revenue rec ognition must be simila r. 
 

In p rac tic e, the entity ac c ounts for the item of p roperty, p lant or equipment a t its purc hase or c onstruc tion p ric e as 

defined  in IAS 16. It rec ognises a  tota l revenue equa l to the tota l c ash rec eived  from the c ustomer, whic h is either 
rec ognised  immed ia tely or deferred  depend ing on the servic es identified . 

�  Effec tive date and transitional provisions 

IFRIC 18 app lies p rospec tively to transfers of assets rec eived  on or a fter 1 July 2009. Earlier app lic a tion is permitted  

p rovided  tha t fa ir va lua tions of the items transferred  c ould  be ob ta ined  a t the time those transfers oc c urred . 
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�  Events/ public ations  

Seminars on “ Current developments in IFRS”  

Mazars’  Tec hnic a l Department will host a  number of seminars 

throughout 2009 ded ic a ted  to c urrent developments in IFRS. 
These seminars a re organised  by Franc is Lefèbvre Formation. 

Sessions will be held  on 27 Marc h, 19 June, 25 Sep tember and  

18 Dec ember 2009. 
 

Registra tion forms c an be ob ta ined  from Franc is Lefèbvre 

Formation, 13-15 rue Viète, 75017 Paris. 
 

�  Frequently asked questions 

�  Forward  sa le of emission rights; 

�  Timing of rec ognition of a  c ompensa tion indemnity 
with a  suspensive c ond ition; 

�  Deferred  tax asset rec ognition post-a lloc a tion da te 
for the c ost of a  business c ombina tion; 

�  Lease inc ome from opera ting  leases: Rec ognition 
on a  stra ight-line basis over the lease term or 

another systematic  basis? 

�  Ac c ounting  trea tment of inc ome from advertising  
agenc y: c ommissions or turnover? 

�  Financ ia l instruments: p referred  shares subsc ribed  
by the sta te in c onnec tion with the c risis. 
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Events and FAQ 

Upc oming meetings of the 
IASB, IFRIC and EFRAG 
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 IASB IFRIC EFRAG  

 16 - 20 Marc h 2009 5 - 6 Marc h 2009 26 - 27 Marc h 2009 

 23 - 25 Marc h 2009 7 - 8 May 2009 28 - 30 April 2009 

 20 - 24 April 2009 9 - 10 July 2009 4 - 5 June 2009 

 

Beyond  the GAAP is pub lished  by Mazars. The purpose of this newsletter is to keep  readers informed of ac c ounting developments. Beyond  the GAAP may under no c irc umstanc es be 
assoc ia ted , in whole or in part, w ith an op inion issued  by Mazars. Desp ite the metic ulous c are taken in p reparing this pub lic a tion, Mazars may not be held  liab le for any errors or omissions 

it m ight c onta in. 
 

The d ra fting of the p resent ed ition was c ompleted  on Marc h 12th, 2009. 
�  MAZARS – February 2009 – All rights reserved  
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