
 
 

Project 

Topic 
 

 

 

This paper h

The views ex
any individua

Comments m
IFRS—only t

The tentative
the IASB, inc
its full due pr

 

Objectiv

1. In

gr

wh

2. Th

(a)

(b

(c)

3. Th

In

an

Structur

4. Th

(a)

(b

IAS

Sta
Rev

Tra

has been prepar

xpressed in this
al members of t

made in relation
the IFRS Interp

e decisions mad
cluding Discuss
rocess, includin

ve of this 

n June the IA

ranted for th

hether those

hroughout th

) the effe

applies 

) the date

earliest 

under IF

) the first

entity’s

he staff reco

ternational 

ny transition

re of the p

he paper is o

) backgro

) should 

B Meeting

aff Pape
venue from

ansition re

red by the techn

s paper are thos
he IASB.   

 to the applicati
retations Comm

de by the IASB a
sion Papers, Exp
g appropriate p

paper 

ASB and FA

he applicatio

e transition 

his paper: 

ctive date is

the new sta

e of transitio

period for w

FRSs in its 

t IFRS repo

s first IFRS 

ommend tha

l Financial R

nal reliefs w

paper 

organised a

ound 

the transitio

g 

er 

m Contracts

eliefs for f

nical staff of the 

se of the staff pr

on of an IFRS d
mittee or the IAS

at its public mee
posure Drafts, IF
ublic consultatio

ASB tentativ

on of the pro

reliefs shou

s the beginn

andard, 

on to IFRSs

which an en

first IFRS f

orting period

financial st

at the IASB

Reporting S

with respect 

s follows: 

on reliefs be

Ag

s with Cust

first-time a

IFRS Foundati

reparing the pap

do not purport to
SB can make su

etings are repor
FRSs and Inter
on and formal v

vely decide

oposed reve

uld also be g

ning of the p

s (‘transition

ntity presen

financial sta

d is the late

tatements. 

B do not ame

Standards to

to the propo

e extended t

genda referenc

Da

tomers 

adopters o

on for discussio

per.  They do no

o be acceptable
uch a determina

rted in IASB Up
pretations are p

voting procedure

d that four t

enue standa

given to firs

period in wh

n date’) is th

nts full comp

atements, 

st reporting

end IFRS 1 

o grant first

osed revenu

to first-time

ce 

te 28 Ju

of IFRSs 

on at a public me

ot purport to rep

e or unacceptab
tion. 

date.  Official pr
published only a
es.   

transition re

ard. This pap

st-time adop

hich an enti

he beginnin

parative info

g period cov

First-time A

-time adopt

ue standard.

e adopters? 

7 

uly 2011  

eeting of the IA

present the view

ble application o

ronouncements
after it has comp

Page 1

eliefs should

per discusse

pters of IFR

ity first 

ng of the 

formation 

vered by the

Adoption of

ters of IFRS

.  

SB. 

ws of 

of that 

s of 
pleted 

 

1 of 1 

d be 

es 

RSs.   

e 

f 

Ss 



Agenda paper 7 
 

IASB Staff paper 
 

 
 

 
 

Page 2 of 2 
 

(c) summary and staff recommendation. 

Background 

5. In June 2011 the boards tentatively decided to require retrospective application of 

the proposed revenue standard in order to ensure comparability of revenue across all 

reporting periods. In the boards’ view, retrospective application is required to 

ensure that trend information about revenue is preserved and financial information 

is comparable.   

6. The boards were mindful, however, of the concerns of comment letter respondents 

and others who thought that full retrospective application would impose a burden on 

preparers disproportionate to the benefit gained by comparability. Accordingly, the 

boards tentatively decided to grant four transitional reliefs to full retrospective 

application. These reliefs were that an entity: 

(a) should not be required to restate contracts that begin and end within the 

same annual reporting period 

(b) should be permitted to use hindsight in estimating variable consideration in 

the comparative reporting periods 

(c) should be required to perform the onerous test only at the effective date 

unless an onerous contract liability was recognised previously in a 

comparative period  

(d) should not be required to disclose the maturity analyses of remaining 

performance obligations for prior periods. 

7. These reliefs were selected because they: 

(a) reduce the number of contracts that required restatement, thereby reducing 

the burden on preparers, or 

(b) reduce the amount of hindsight employed in the restatement process by 

making estimation contemporaneous or removing the need for estimation, 

and 
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(c) do not significantly reduce comparability across reported periods. 

Should the transition reliefs be extended to first-time adopters?  

 

8. Paragraph 9 of IFRS 1 states that the transitional provisions in other IFRSs do not 

apply to a first-time adopter’s transition to IFRSs. 

9. Therefore, the Board needs to decide whether any specific exemptions should be 

added to IFRS 1 with respect to the proposed revenue standard.  

 

Option 1 - do not grant first-time adopters any of the reliefs given to entities already using 
IFRSs 

10. The primary objective of IFRS 1 is comparability of accounting policies across all 

reporting periods from the transition date onwards. To achieve this, IFRS 1:  

(a) requires that the accounting policies effective at the end of the first IFRS 

reporting period are applied to all reported periods from the transition date 

onwards, and 

(b) assumes most first-time adopters will plan the transition process on a 

timely basis with most information needed to prepare its opening IFRS 

balance sheet collected at, or very soon after, the transition date.  

11. In transitioning in accordance with IFRS 1, therefore, the opening IFRS balance 

sheet is prepared in real-time and all relevant IFRSs are applied from the transition 

date. This ensures an ordered transition and full comparability across all periods 

after the transition date.  

12. One view says that to remain consistent with the objective of IFRS 1, the boards 

should not grant any transition reliefs to first-time adopters.  
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Option 2 - grant first-time adopters some of the same transition reliefs given to entities 
already using IFRSs 

13. Some think the burden on first-time adopters is analogous to the burden imposed on 

existing users of IFRSs applying the proposed standard retrospectively. That view 

would suggest the following reliefs granted to existing users of IFRSs could also be 

granted to first-time adopters of IFRSs if the objectives of the two processes are 

identical: 

(a) an entity should not be required to restate contracts that begin and end 

within the same annual reporting period 

(b) an entity should be permitted to use hindsight in estimating variable 

consideration in the comparative reporting periods 

(c) an entity should not be required to disclose the maturity analyses of 

remaining performance obligations for prior periods. 

14. The boards’ discussion in June 2011 concluded that the above proposed reliefs are 

compatible with the objective of maintaining comparability across reported periods. 

Comparability across reported periods is also the primary objective of IFRS 1. 

15. The staff excluded the relief for the onerous test (in paragraph 6(c)) because this 

does affect the comparability of the reported information. 

Adoption compared with application 

16. The staff think the position of a first-time adopter is different from that of an 

existing user of IFRSs applying the revenue standard for the first time. First-time 

adoption assumes an orderly adoption of IFRSs from the transition date. 

Retrospective application takes the effective date as its starting point and restates 

the prior period(s).  

17. The reliefs granted to existing IFRS preparers in the proposed standard are designed 

to simplify the restatement process by either not requiring non-contemporaneous 

estimates or judgements or by reducing the number of contracts requiring 

restatement. These reliefs provide little benefit to the adoption process because first-
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time adopters will be able to make those estimates and judgements in real time from 

the transition date and individual contracts will not be identified for restatement. In 

first-time adoption, all contracts will be accounted for on a go-forward basis from 

the transition date. 

Summary and staff recommendation 

18. The objective of the two exercises, retrospective application and first-time adoption, 

are the same, but the task of first-time adoption is different from that of 

retrospective application. The reliefs proposed for retrospective application will not 

significantly help first-time adopters in their task of accounting for all transactions 

in accordance with IFRSs from the transition date. 

19. Granting first-time adopters the transitional reliefs would introduce complexity into 

IFRS 1 out of proportion to any benefit gained and, therefore, the staff do not 

recommend amending IFRS 1 to include any of the transitional reliefs of the 

proposed revenue standard. 

Question  

Do the boards agree with the staff recommendation that IFRS 1 should not 
be amended to grant first-time adopters of IFRSs any transitional reliefs with 
respect to the proposed revenue standard? 

 
 
 
 


