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This paper has been prepared for discussion at a public meeting of the IFRS Interpretations Committee
(Committee) and does not represent the views of the International Accounting Standards Board (Board), the
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the Board are made in public and reported in IASB® Update. Decisions by the Committee are made in public
and reported in IFRIC® Update.

Introduction

1. In November 2019, the IFRS Interpretations Committee (Committee) published a
tentative agenda decision in response to a submission asking whether a football club
recognises a transfer payment received as revenue applying IFRS 15 Revenue from
Contracts with Customers or, instead, recognises the gain or loss arising from the
derecognition of an intangible asset in profit or loss applying IAS 38 Intangible

Assets.
2. In the fact pattern described in the submission:

(a) a football club (entity) transfers a player to another club (receiving club).
When the entity recruited the player, the entity registered the player in an
electronic transfer system. Registration means the player is prohibited from
playing for another club, and requires the registering club to have an
employment contract with the player that prevents the player from leaving
the club without mutual agreement. Together the employment contract and
registration in the electronic transfer system are referred to as a ‘registration
right’.

(b)  the entity had recognised costs incurred to obtain the registration right as an
intangible asset applying IAS 38. The entity uses and develops the player
through participation in matches, and then potentially transfers the player to

The IFRS Interpretations Committee is the interpretative body of the International Accounting Standards Board (Board). The Board is the independent

standard-setting body of the IFRS Foundation, a not-for-profit corporation promoting the adoption of IFRS Standards. For more information, visit
www.ifrs.org..
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another club. The entity views the development and transfer of players as

part of its ordinary activities.

(©) the entity and the receiving club enter into a transfer agreement under
which the entity receives a transfer payment from the receiving club. The
transfer payment compensates the entity for releasing the player from the
employment contract. The registration in the electronic transfer system is
not transferred to the receiving club but, legally, is extinguished when the

receiving club registers the player and obtains a new right.

(d)  the entity derecognises its intangible asset upon the receiving club

registering the player in the electronic transfer system.

In considering the question, the Committee noted that the entity had classified the
registration right as an intangible asset applying IAS 38. Accordingly, the Committee
concluded that, in the fact pattern described in the submission, the entity recognises
the transfer payment received as part of the gain or loss arising from the derecognition

of the registration right applying paragraph 113 of IAS 38.

The Committee also observed that it is conceivable that circumstances exist in which
registration rights associated with some players meet the definition of inventories in
IAS 2 Inventories. In those circumstances, the entity would apply IFRS 15 in

accounting for the transfer payment received.
In addition, the Committee discussed:

(a) the presentation of cash receipts from transfer payments in an entity’s

statement of cash flows; and

(b) the disclosure of accounting policies for the classification of registration
rights and the recognition of transfer payments received applying IAS 1

Presentation of Financial Statements.
The objective of this paper is to:
(a) analyse the comments on the tentative agenda decision; and

(b) ask the Committee whether it agrees with our recommendation to finalise

the agenda decision.

Player Transfer Payments (IAS 38) | Comment letters on tentative agenda decision
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There are two appendices to this paper:
(a) Appendix A—Proposed wording of the agenda decision; and

(b) Appendix B—Comment letters.

Comment letter summary

10.

11.

We received 18 comment letters by the comment letter deadline. All comments
received, including any late comment letters, are available on our website'. This
agenda paper includes analysis of only the comment letters received by the comment

letter deadline, which are reproduced in Appendix B to this paper.

Eight respondents (the Accounting Standards Committee of Germany (ASCQ),
Bridge Advisory Pty Ltd, David Hardidge, the Accounting Standards Board of the
Institute of Chartered Accountants of India (ICAI), the Malaysian Accounting
Standards Board (MASB), Md. Mazedul Islam, Shady Fouad Mehelba and the
Universidad de Chile) agree with the Committee’s analysis of the requirements in
IFRS Standards. Two of these respondents (the ASCG and Shady Fouad Mehelba)

suggest the Committee consider amending IFRS Standards.

Five respondents (the Autorité des Normes Comptables (ANC), Deloitte, Mazars,
PwC and Union of European Football Associations (UEFA)) agree with the
Committee’s analysis of the requirements in IAS 38 regarding the disposal of
intangible assets, but express concerns about an entity classifying registration rights as

inventory.

Two respondents (Olympique Lyonnais Groupe (OL Groupe) and Saudi Organisation
for Certified Public Accountants (SOCPA)) disagree with the Committee’s technical
analysis. Those respondents say, in the fact pattern in the submission, the entity can
recognise revenue applying IFRS 15 even though it classifies the registration right as

an intangible asset applying IAS 38. Sultan Muhammad Kakar says, in the fact pattern

! At the date of posting this agenda paper, there were no late comment letters.

Player Transfer Payments (IAS 38) | Comment letters on tentative agenda decision
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in the submission, the entity should classify the registration right as inventory and

recognise revenue applying IFRS 15 when the right is sold.

Some respondents (ANC, EY, PwC and SOCPA) suggest the Committee recommend
amending IAS 38 to include an exception to the derecognition requirements, similar to

that in paragraph 68A of IAS 16 Property, Plant and Equipment.

Some respondents suggest the Committee clarify particular aspects of the tentative
agenda decision—for example, EY suggests the Committee clarify why paragraph

68A of IAS 16 is not relevant in the fact pattern in the submission.

Further details about the matters raised by respondents, together with our analysis, are

presented below.

Staff analysis

Classification of the registration right as inventory

15.

Respondents’ comments

Eight respondents (ANC, David Hardidge, Deloitte, Mazars, OL Groupe, PwC, UEFA
and the Universidad de Chile) raise concerns about the tentative agenda decision, and
in particular the Committee’s observation that it is conceivable that circumstances
exist in which registration rights associated with some players meet the definition of

inventories. Those respondents say:

(a) discussing a fact pattern in which an entity classifies a registration right as

inventory goes beyond the fact pattern in the submission;

(b)  if the Committee decides to discuss the possibility of an entity classifying
registration rights as inventory, then there are a number of questions that
the Committee should also address to provide helpful and informative

material. This would include, for example:

(1) how, on initial recognition, an entity determines whether a
registration right is inventory or an intangible asset—such an

assessment would need to be made on a player-by-player

Player Transfer Payments (IAS 38) | Comment letters on tentative agenda decision
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basis; however a football club does not know on initial
recognition which players will eventually be transferred before

their contract ends;

(i)  how an entity measures an inventory asset on initial
recognition—for example, how an entity accounts for any

variable consideration paid to acquire the registration right;

(i11))  subsequent measurement—for example, how to determine (1)
the net realisable value of the inventory, or (2) the
development costs to include as part of the cost of the

inventory; and

(iv)  whether it is possible to transfer a registration right between

inventory and intangible assets.

(c) football clubs currently do not report registration rights as inventory;
therefore addressing it in an agenda decision could create differences in

reporting practice.

Some respondents also question whether a registration right could meet the definition

of inventories in IAS 2. For example, PwC questions whether the registration right:

(a) is ‘sold’, and therefore whether the registration right is ‘an asset that is held
for sale in the ordinary course of business’ as described in IAS 2’s

definition of inventories; and
(b) is inventory if third-party approval is required to sell the right.
Staff analysis
Can a registration right be classified as inventory?

The Committee observed that, for an entity whose ordinary activities include the
development and transfer of players, it is conceivable that circumstances exist in
which registration rights associated with some players meet the definition of

inventories.

As discussed in paragraphs 42—47 of Agenda Paper 6 to the Committee’s November

2019 meeting, in our view the registration right associated with some players could

meet the definition of inventories if (a) the club expects to develop and transfer the

Player Transfer Payments (IAS 38) | Comment letters on tentative agenda decision
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player before the end of the employment contract, and (b) the development and

transfer of players is part of the club’s ordinary activities.

Paragraphs 37—41 of Agenda Paper 6 to the Committee’s November 2019 meeting

discussed whether the registration right is disposed of or sold. In our view, the action
the entity is required to take in transferring the player—which results in derecognising
the registration right in exchange for consideration—is the entity disposing of or

selling the registration right.

In the fact pattern submitted, mutual agreement between the entity and the transferred
player is necessary for the transfer to take place. Nonetheless, the registration right
could meet the following description that is part of IAS 2’s definition of inventories—
‘in the process of development for...sale [in the ordinary course of business]’—as
long as the entity intends to sell the right. In addition, the fact that a third party may
need to approve the sale of an asset before it is completed does not, alone, result in
that asset failing to meet the definition of inventories. For example, we note other
items of inventory may require third-party approval before sale (for example, the sale
of military equipment to particular countries may require such approval but that
equipment could nonetheless be inventory for an entity that sells military equipment

in the ordinary course of business).
Why did the tentative agenda decision include reference to inventory?

As mentioned in paragraph 15(a) above, some respondents say including a section in
the tentative agenda decision about the classification of a registration right as

inventory goes beyond the question in the submission.

We acknowledge that the submission outlined a fact pattern in which an entity
classifies registration rights as an intangible asset applying IAS 38, and not as

inventory. However, the submitter asked the following question:

The question arises as to whether presentation of the gross
transfer payments as revenue is acceptable in the light of the

specific business model of our club.
Accordingly, discussing the circumstances in which recognition of the transfer

payment received as revenue is required by IFRS Standards (ie when an entity

Player Transfer Payments (IAS 38) | Comment letters on tentative agenda decision
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classifies a registration right as inventory) directly responds to the question in the
submission. Therefore, in our view it was appropriate to include a discussion of

inventory in the tentative agenda decision.

Should the agenda decision address the possibility of classifying a registration

right as inventory?

Although addressing the circumstances in which an entity could classify a registration
right as inventory could assist in responding to the question in the submission, some

respondents have questioned whether the Committee should do so.

The tentative agenda decision noted that whether a registration right meets the
definition of inventories (and thus whether it is acquired for development and sale in
the ordinary course of business) requires an assessment of the facts and
circumstances. The tentative agenda decision included no further explanation as to
how an entity might make that assessment. We note that the main objective of the
tentative agenda decision was to explain, in the fact pattern in the submission, the

recognition of transfer payments received in the entity’s statement of profit or loss.

As mentioned in paragraph 15(b), if the agenda decision includes a discussion about
the classification of registration rights as inventory, respondents highlight a number of
matters they suggest the Committee clarify about the application of IAS 2 to those
rights. Including such information, in our view, would go beyond an agenda decision
responding to a question about how an entity recognises income from the sale of a

registration right in its statement of profit or loss.

In addition, and importantly the matters highlighted (including, for example, how to
assess whether a registration right is inventory, how to account for variable
consideration, and whether and when inventory might be transferred to intangible
assets) would require judgement considering the particular facts and circumstances. It
would be difficult—if not impossible—for the Committee to provide information
addressing those matters in an agenda decision, ie within the boundaries of not adding

or changing IFRS requirements.

Feedback on the tentative agenda decision also indicates that football clubs do not

classify registration rights as inventory (UEFA noted that it is unaware of any

Player Transfer Payments (IAS 38) | Comment letters on tentative agenda decision
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European clubs that do). Respondents say including a discussion about inventory may
create differences in reporting practice, unless the Committee also provides
information on how an entity applies IAS 2 to player registration rights. The feedback
therefore suggests that including a discussion about inventory in the agenda decision
is likely to give rise to more questions than answers. We note that the objective of
including explanatory material in an agenda decision is to improve consistency in the

application of IFRS Standards.
Staff conclusion

For the reasons outlined in paragraphs 24-28, we recommend deleting references to
IAS 2 from the tentative agenda decision. We therefore recommend deleting the
section of the tentative agenda decision titled ‘Is there a circumstance in which the
entity would recognise the transfer payment received as revenue applying IFRS 15°,
and related wording included within the section titled ‘Statement of cash flows’. If the
Committee agrees with our recommendation to delete references to IAS 2, we then
see little reason to include the section on disclosures and have also recommended
deleting that section. These recommended changes are reflected in our proposed

agenda decision in Appendix A.

Recognition of revenue applying IFRS 15

30.

Respondents’ comments

SOCPA says, in its view, an entity can apply the principle in paragraph 68A of
IAS 16 to the disposal of intangible assets if the entity’s ordinary activities include
using, developing and subsequently selling the intangible assets. Paragraph 68A of
IAS 16 states:

However, an entity that, in the course of its ordinary activities,
routinely sells items of property, plant and equipment that it has
held for rental to others shall transfer such assets to inventories
at their carrying amount when they cease to be rented and
become held for sale. The proceeds from the sale of such
assets shall be recognised as revenue in accordance with
IFRS 15 Revenue from Contracts with Customers. IFRS 5 [Non-

Player Transfer Payments (IAS 38) | Comment letters on tentative agenda decision
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current Assets Held for Sale and Discontinued Operations] does
not apply when assets that are held for sale in the ordinary

course of business are transferred to inventories.

As a consequence, SOCPA says an entity applying IAS 38 to player registration rights
can transfer those rights to inventory and, on the sale of those rights, recognise

revenue applying IFRS 15.
OL Groupe also includes reference to paragraph 68A of IAS 16 in its letter.

David Hardidge and EY say the Committee should state explicitly why it is not
possible to apply paragraph 68A of IAS 16 and reclassify the registration right to

inventory at the time of player transfer.

Staff analysis

We continue to agree with the Committee’s analysis that an entity cannot apply
paragraph 68A of IAS 16 to the fact pattern in the submission. This is because IAS 38
contains derecognition requirements that specifically apply on disposal of an
intangible asset. In other words, the circumstances in which an entity applies IAS 8
Accounting Policies, Changes in Accounting Estimates and Errors to determine an
accounting policy do not exist—there is an IFRS Standard that specifically applies to

the transaction.

Paragraph 68 A is written as an exception to the general derecognition requirements in
paragraph 68 of IAS 16, which are mirrored in paragraph 113 of IAS 38. We therefore
see no basis on which to apply those requirements in paragraph 68A to the fact pattern

in the submission.

The tentative agenda decision explains that the derecognition requirements in
paragraph 113 of IAS 38 are applicable to the fact pattern submitted. Accordingly, in
our view the tentative agenda decision already explains with sufficient clarity which
IFRS requirements are applicable to that fact pattern. We consider it unnecessary to
explain why an exception in another Standard—that is, the exception in paragraph
68A of IAS 16—does not apply to the fact pattern in the submission. Accordingly, we

recommend no change to the agenda decision in this respect.

Player Transfer Payments (IAS 38) | Comment letters on tentative agenda decision
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Amendments to IFRS Standards

37.

38.

39.

40.

41.

Respondents’ comments

Four respondents (ANC, EY, PwC and SOCPA) suggest the Committee consider an
amendment to IAS 38 to introduce a requirement similar to that in paragraph 68A of
IAS 16. Such an amendment would provide an exception to the general derecognition
requirements in paragraph 113 of IAS 38 for the disposal of intangible assets that,
after being used by the entity for a period of time, are sold to customers in the
ordinary course of business. Such an amendment would require an entity to transfer
those intangible assets to inventory when they are held for sale in the ordinary course
of business—the entity would then recognise any proceeds received on that sale as

revenue applying IFRS 15.

EY and PwC say such an amendment would be likely to be applicable to entities in
industries other than football—for example, life sciences, media and entertainment,

and pharmaceuticals.

The ASCG says the submission highlights that the Board should revisit and possibly
revise some aspects of IAS 38, in particular in the light of an increasing number and

variety of arrangements involving intangible assets.

Shady Fouad Mehelba suggests an amendment to clarify which Standard—IAS 2 or
IAS 38—applies to player registration rights.

Staff analysis

The Board started work on its 2020 Agenda Consultation in September 2019. As part
of this process the Board has sought feedback from its advisory bodies and the
Committee to identify possible projects to include in a Request for Information to be
published for public comment. The process has identified intangible assets as a
potential topic for the Board to consider in the coming years. However, to date those
consulted have not identified the transfer of intangible assets to inventories as an
aspect of IAS 38 for the Board to consider. Although some respondents to the

tentative agenda decision suggest the matter is more widespread than the football

Player Transfer Payments (IAS 38) | Comment letters on tentative agenda decision
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industry, at this stage we have insufficient information to assess whether those

transactions are common.

The football club in the submission has explained why it views the recognition of
revenue from the sale of registration rights as providing the most useful information to
investors about its business model. We would anticipate that there are other entities
and industries that would also view the recognition of revenue from the sale of items
of property, plant and equipment or intangible assets as providing useful information
about their respective businesses. As mentioned above, paragraph 68A of IAS 16
includes an exception to IAS 16’s derecognition requirements in this respect.
However, that exception applies only in one particular situation—when an entity
holds items of property, plant and equipment for rental to others and then
subsequently sells those items in the ordinary course of business. If the Board were to
undertake a project regarding the transfer of intangible assets to inventories when they
are held for sale in the ordinary course of business, we would also suggest including
the disposal of items of property, plant and equipment within the scope of such a

project.

In the light of the information available at the moment, we recommend that the
Committee not refer the matter to the Board. However, we will share the comment
letters suggesting amendments to IFRS Standards with the staff engaged in the
Board’s 2020 Agenda Consultation so that the Board might consider these comments
as part of that consultation. Stakeholders will also have an opportunity to provide

input to the Board in providing comments on the Board’s Request for Information.

Other comments

44.  The following table summarises respondents’ other comments together with our
analysis and conclusions.
Respondents’ comments Staff analysis and conclusions

1. Clarification of the fact pattern in the We recommend no change to the tentative

submission agenda decision in this respect.

Player Transfer Payments (IAS 38) | Comment letters on tentative agenda decision
Page 11 of 17



Agenda ref 5

Bridge Advisory Pty Ltd and GAAP Paragraphs 19-33 of Agenda Paper 6 to the

Advisory Private Limited suggest Committee’s November 2019 meeting
clarifying why the registration right explained why the registration right meets the
meets the definition of an intangible definition of an intangible asset.

asset.

The fact pattern in the submission assumes

Sultan Muhammad Kakar says the the entity classifies the registration right as an

entity should classify the registration intangible asset. It would therefore go beyond

right as inventory and apply TFRS 15 to the scope of the agenda decision to explain

the transfer payment received because the fact pattern in the submission.
the registration right is an intangible
asset held for sale, which is excluded

from the scope of TAS 38.

2. Other drafting suggestions We recommend some editorial changes to the
Deloitte suggests editorial amendments | fact pattern in the agenda decision to add
to more faithfully describe the fact clarity. Appendix A includes our

pattern. recommended changes.

Staff recommendation

45.  On the basis of our analysis, we recommend finalising the agenda decision as
published in IFRIC Update in November 2019, with the changes recommended in
paragraph 29 of this paper. Appendix A sets out the proposed wording of the final

agenda decision.

Question for the Committee

Does the Committee agree with our recommendation to finalise the agenda decision as

explained in paragraph 45 of this paper?

Player Transfer Payments (IAS 38) | Comment letters on tentative agenda decision
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Appendix A—Proposed wording of the agenda decision

Al.  We propose the following wording for the final agenda decision (new text is

underlined, and deleted text is struck through).

Player Transfer Payments (IAS 38 Intangible Assets)

The Committee received a request about the recognition of player transfer payments

received. In the fact pattern described in the request:

a. a football club (entity) transfers a player to another club (receiving club). When the
entity recruited the player, the entity registered the player in an electronic transfer
system. Registration means the player is prohibited from playing for another club,
and requires the registering club to have an employment contract with the player
that prevents the player from leaving the club without mutual agreement. Together
the employment contract and registration in the electronic transfer system are

referred to as a ‘registration right’.

b. the entity had recognised costs incurred to obtain the registration right as an

intangible asset applying IAS 38. As part of its ordinary activities, the Fhe-entity

uses and develops the player through participation in matches, and then potentially

transfers the player to another club. Fhe-entityviews-the-development-and-transfer
ol . y ities,
c. the entity and the receiving club enter into a transfer agreement under which the
entity receives a transfer payment from the receiving club. The transfer payment
compensates the entity for releasing the player from the employment contract

before the contract ends. The registration in the electronic transfer system is not

transferred to the receiving club but, legally, is extinguished when the receiving

club registers the player and obtains a new right.

d. the entity derecognises its intangible asset upon the receiving club registering the

player in the electronic transfer system.

The request asked whether the entity recognises the transfer payment received as revenue

applying IFRS 15 Revenue from Contracts with Customers or, instead, recognises the gain

Player Transfer Payments (IAS 38) | Comment letters on tentative agenda decision
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or loss arising from the derecognition of the intangible asset in profit or loss applying

IAS 38.
Recognition of transfer payment received

In the fact pattern described in the request, the entity classified the registration right as an
intangible asset applying IAS 38. Accordingly, the entity applies the derecognition

requirements in IAS 38 on derecognition of that right.

Paragraph 113 of IAS 38 states that ‘the gain or loss arising from the derecognition of an
intangible asset shall be determined as the difference between the net disposal proceeds, if
any, and the carrying amount of the asset. It shall be recognised in profit or loss when the
asset is derecognised...Gains shall not be classified as revenue’. Applying that paragraph,
the entity recognises in profit or loss, but not as revenue, the difference between the net

disposal proceeds and the carrying amount of the registration right.
Does the transfer payment represent disposal proceeds?

The transfer payment arises from the transfer agreement, which requires the entity to
release the player from the employment contract. The entity is therefore required to
undertake some action for the right to be extinguished; the right does not expire or
dissipate. Accordingly, the transfer payment compensates the entity for its action in
disposing of the registration right and, thus, is part of the net disposal proceeds described in

paragraph 113 of TAS 38.

The Committee concluded that, in the fact pattern described in the request, the entity
recognises the transfer payment received as part of the gain or loss arising from the
derecognition of the registration right applying paragraph 113 of IAS 38. In the fact pattern
described in the request (in which the entity reecegnises classifies the registration right as an

intangible asset), the entity does not recognise the transfer payment received, or any gain

arising, as revenue applying IFRS 15.

Player Transfer Payments (IAS 38) | Comment letters on tentative agenda decision
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Statement of cash flows

IAS 7 Statement of Cash Flows lists cash receipts from sales of intangibles as an example

of cash flows arising from investing activities. tAS7-alse-lists-cash-receiptsfromrevenue
los of cash £l ine & ) vities.

Accordingly, in the fact pattern described in the request, the an entity presents cash receipts

from transfer payments:

& as part of investing activities. H+thad recognised-the registrationright asan
. bl ;

Player Transfer Payments (IAS 38) | Comment letters on tentative agenda decision
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The Committee concluded that the principles and requirements in IFRS Standards provide

an adequate basis for the entity to determine the recognition of player transfer payments
received. Consequently, the Committee fdecided not to add the matter to its standard-

setting agenda.

Player Transfer Payments (IAS 38) | Comment letters on tentative agenda decision
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Appendix B—Comment letters
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International Accounting Standards Board
7 Westferry Circus,

Canary Wharf,

London E14 4HD, UK.

RE: Tentative Agenda Decision—Player Transfer Payments (IAS 38)

Dear Sir/Madam
| am writing in regard to the tentative agenda decision detailed above.

| commend the committee for their diligence in addressing this matter in
a timely and effective manner. The logic displayed in the
aforementioned document is of value and should be considered as
correct.

| was however am wondering if more clarity can be provided around the
scenario. Is the commenting on players that are transferred to the club
and for which a new transfer out of the club is made or are is the
committee talking about players that have been developed by the club.

If the purpose is the former, then one may argue that the definitions
contained in IAS38 may be satisfied. The problematic issue here is
regards the definitions on control and future economic benefits given the
uncertainties in professional sport to satisfy initial recognition.

Thankyou for considering this letter.

Yours Sincerely,

Damian Bridge



Player Transfer Standard
Md. Mazedul Islam
Cell#+8801816041478

Email:keinsmith58@gmail.com

Yes, | agree with the Board. Since the standard covers the total accounting system.

But since the category doesn't meet with the other accounting systems and it creates

difficulty to recognize the assets or revenues | recommend to consider it as new standard.

However the answer of questions are:

Question A) :Does the transfer payment represent disposal proceeds?
Recommend: Yes with contract agreement.

Question B)Is there a circumstance in which the entity would recognise the transfer
payment received as revenue applying IFRS 15?
Recommend:Yes the following :
1. When the player joined "A"Club with contract. Monthly payment will be recognized as
Expenses and treated in Profit & Loss Account.
Journal:
Player's Salary
To, Bank/Cash

2) Development Expenses:
Intangible Asset
To, Bank/Cash

When the transfer took place to B Company:
Journal into A company account:
Bank/Cash

This paper was created by BlackBerry app: TXT TO PDF. If you want remove this sentence, please buy the Pro Edition.



To,Sale

(against contract salary)
Bank/Cash

To,capital Gain
To,Intangible Assets

This paper was created by BlackBerry app: TXT TO PDF. If you want remove this sentence, please buy the Pro Edition.



GAAP ADVISORS PRIVATE LIMITED S'D ﬁSAo RI:

(Erstwhile : Sure Management Consultancy Private Limited) EXCELLENGE IN FINANCIAL REPORTING

Comments on Tentative Agenda Decision on Player Transfer Payments

1. Our comments are on the following:
a. Recognition as intangible asset
b. Measurement on conversion of intangible asset to inventory
2. The agenda decision assumes that the recognition of the registration fees as intangible asset
is proper and addresses whether the derecognition results in revenue or gain / loss. In our
view, the issue is whether the recognition of intangible asset is proper. The agenda decision
must dwell upon recognition.
3. Paragraph 15 of IAS 38 states as under:

“An entity may have a team of skilled staff and may be able to identify incremental staff
skills leading to future economic benefits from training. The entity may also expect that
the staff will continue to make their skills available to the entity. However, an entity
usually has insufficient control over the expected future economic benefits arising from
a team of skilled staff and from training for these items to meet the definition of an
intangible asset. For a similar reason, specific management or technical talent is
unlikely to meet the definition of an intangible asset, unless it is protected by legal rights
to use it and to obtain the future economic benefits expected from it, and it also meets
the other parts of the definition.”

4. Paragraph 15 suggests that human resource, howsoever skilled, is unlikely to meet the
definition of an intangible asset. In the given case, by registering a player, the club gets the
right to use that player for a defined period of time for earning revenues from matches. If this
provides control, then the expenses for recruiting staff must also be intangible asset.
Therefore, the agenda decision must dwell upon how the club can be said to have obtained
control by registering a human resource and why the same does not apply for recruitment of
employees. In case of employment contract also, the employee could be prevented from
leaving for a defined period of time. In such a case, whether the expenses incurred for
recruiting such staff satisfies the definition of intangible asset. Except for the issue of control,
the given case is a very simple one which does not warrant IFRS Interpretations Committee to
contribute its time.

5. Once anassetis recognised as intangible asset, derecognition follows by itself unless the entity
starts to hold the asset for sale in the normal course of business. The agenda decision is silent
on how an entity accounts for an intangible asset that is subsequently held for sale in the
ordinary course of business. Whether the measurement of the asset on conversion to
inventory is at lower of original cost and net realisable value or the lower of carrying amount
and net realisable value or simply the carrying amount becomes deemed cost. Also, if there
prevails an active market for transfer, the entity could have revalued the intangible asset. In
that case, would the measurement be different from the cost model. Whether the revaluation
reserve is transferred to retained earnings on conversion to inventory or on sale of inventory.
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Accounting Standards Committee of Germany

Deutsches Rechnungslegungs Standards Committee e.V. ’ l l

DRSC / ASCG e Zimmerstr. 30 ¢ 10969 Berlin

Sue Lloyd IFRS Technical Committee
Chair of the IFRS Interpretations Committee Phone:  +49 (0)30 206412-12
30 Cannon Street E-Mail:  info@drsc.de

London EC4M 6XH

. . Berlin, 14 January 2020
United Kingdom

Dear Sue,
IFRS IC’s tentative agenda decisions in its November 2019 meeting

On behalf of the Accounting Standards Committee of Germany (ASCG), | am writing to com-
ment on the tentative agenda decisions taken by the IFRS Interpretations Committee (IFRS IC)
and published in the November 2019 IFRIC Update.

Whilst we agree with the technical conclusions of the tentative agenda decision on IAS 38,
we deem the line of argument of gross vs. net presentation and the relation to IAS 2 or IFRS
15 to have much broader relevance beyond the specific issue discussed (especially as regards
arrangements concerning the development and use of intellectual property). Although we
agree with the Committee’s application of the current standard to the specific fact pattern, we
are concerned that the accounting treatment may not be the most decision-useful and, hence,
most appropriate in other scenarios. Against the background of an increasing humber and
variety of arrangements over intangibles, and irrespective of the appropriate conclusion on the
issue discussed, we believe that the agenda item request highlights again that IAS 38 deserves
being revisited and possibly revised.

ree with the conclusions of the tentative agenda decision on IAS 12.
However, we suggest makKi why the Committee believes that a “capital gains tax”
undoubtedly falls in the scope of IAS 12 — as iS in the respective Agenda Paper. As
this is an important element in the IFRS IC’s tentative decision, we larifying this point
explicitly in the final wording of the agenda decision.

If you would like to discuss our views further, please do not hesitate to contact Jan-Velten
Grole (grosse@drsc.de) or me.

Yours sincerely,

Andreas Barckow

President

Contact: Bank Details: Register of Associations:

Zimmerstr. 30, D-10969 Berlin- Deutsche Bank Berlin District Court Berlin-Charlottenburg, VR 18526 Nz
(via Markgrafenstr.19a) IBAN-Nr. President:

Phone: +49 (0)30 206412-0 DE26 1007 0000 0070 0781 00 Prof. Dr. Andreas Barckow

Fax: +49 (0)30 206412-15 BIC (Swift-Code) Executive Director:

E-Mail: info@drsc.de DEUTDEBBXXX Prof. Dr. Sven Morich
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January 23, 2020

IFRS Foundation
7 Westferry Circus
Canary Wharf
London E14 4HD
United Kingdom

Dear Colleagues,

The Saudi Organization for Certified Public Accountants (SOCPA) appreciates the efforts
of the IFRS Interpretations Committee (Committee) and welcomes the opportunity to
comment on the Tentative Agenda Decision—Player Transfer Payments (IAS 38).

We disagree with the Committee conclusion that the principles and requirements in IFRS
Standards provide an adequate basis for the entity to determine the recognition of player
transfer payments received.

According to the fact pattern described in the request, "The entity uses and develops the
player through participation in matches, and then potentially transfers the player to another
club. The entity views the development and transfer of players as part of its ordinary
activities." From the fact pattern described in the request, the entity has two purposes of
acquiring the registration right: use, development and transfer, all of which are in the course
of ordinary business. In such case, IAS 38 is short in describing this situation.

According to IAS 8, an entity shall, among other things, refer to, and consider the
applicability of the requirements in IFRSs dealing with similar and related issues in the
absence of an IFRS that specifically applies to a transaction, other event or condition.
Therefore, we would like to bring to your attention the requirement in IAS 16 for a similar
situation (rent and sell the same asset in the course of an entity's ordinary activities):

68A ..., an entity that, in the course of its ordinary activities, routinely sells
items of property, plant and equipment that it has held for rental to others
shall transfer such assets to inventories at their carrying amount when they
cease to be rented and become held for sale. The proceeds from the sale of
such assets shall be recognised as revenue in accordance with IFRS 15
Revenue from Contracts with Customers. IFRS 5 does not apply when assets
that are held for sale in the ordinary course of business are transferred to
inventories.

The basis for conclusion behind adding paragraph 68A to IAS 16, as stated in paragraphs
BC35A-BC35F, applies perfectly to the player registration rights for use, development and
transfer in the course of an entity's ordinary activities. We replicate here the same conclusion
reached by the Board regarding adding paragraph 68A to IAS 16. That is, we view that
entities whose ordinary activities include using, developing and subsequently selling the
same intangible assets should recognise revenue from both using and selling the assets. The
presentation of gross selling revenue, rather than a net gain or loss on the sale of the assets,
would better reflect the ordinary activities of such entities.
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Unlike assets subject to IAS 16, the entity that uses and develops the player through
participation in matches with the intent for transfer would enhance the value of the
registration right for sale of such right as another course of the entity's ordinary activities.
This fact supports our view that the principle stated in paragraph 68A of IAS 16 would apply
to entities whose ordinary activities include using, developing and subsequently selling the
same intangible assets.

Accordingly, our recommendation to the Committee is to consider raising the issue to the
Board for a limited amendment to IAS 38 to be in line with the principle stated in IAS 16
where there are more than one purpose of acquiring an intangible asset in the course of the
entity's ordinary activities. The suggested amendment will align requirements of IAS 38
with those of IAS 16, which will enhance similarity of cross cutting issues among IFRSs
and consequently enhance the faithful representation of these transactions.

Please feel free to contact Dr. Abdulrahman Alrazeen at (razeena@socpa.org.sa) for any
clarification or further information.

Sincerel
C/,% \

Dr. Ahmad Almeghames
Secretary General
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Dear (Sir(s) /madam(s)):

First, | would like to thank committee for giving opportunity to comment on decision regard the
inquiry,

| agree that IFRSs’ (IAS 38 <IFRS 15 )principles and requirements are adequate in light of circumstances
of aforementioned query, that has to be considered in context with assumptions that asset was
appropriately in scope and recognize criteria of applicable IFRS ( IAS 38 Par 2-7 & Par.18 ,21-23).

It was concluded by the club that asset is within IAS 38 scope, so if that was presumed to be
appropriate , in accordance to the circumstances and in context to Par 113, no need for any addition
or modification

But due to language of inquiry, | found that the issue is surround scope of two standards (IAS 2 and
IAS 38) and determination of which is applicable if deliberated with other comments and more analysis
to the transaction considering the unique of club business activities will improve IFRSs in whatever
decision the committee concluded finally . So that | have some concerns if we exclusively view this in
light of sale and derecognition criteria that relate to each standard rather than focusing on
appropriateness of standard scope . Consequently, reaching to conclusion based on limitedly
responding to which is appropriate gain or revenues may not be the most relevant to issue to clarify
the query in best of public interest even beyond inquirer’s stated fact and circumstances.(i.e the
inquiry regard recognition which mean whether scope of IFRS adequately include the case or not )

So that, If question is intended about Scope due to confusion arose surrounding circumstances
between IAS 38 And IAS 2 and seller club seeks determination whether Asset within IAS 38, and that
most probably what can be concluded from inquiry as committee analysis in the response leaded to
consider it as gain or revenues alternatives . In that case, future deliberation in conjunction with other
comments may have to be considered in light of determination of recognition criteria in conformity
with the appropriate IFRS’s scope. That will be always after determine whether the scope of applicable
standard, which include such right in agreement of registration, was considered in IFRSs. Accordingly
and for that purpose, | proposed such modifications for your kind consideration, collectively with other
comments, this may improve in future project in such area

In consequence, modification may be suggested for those entities having contractual defined rights
that indicate circumstances for those businesses activity having both rights, right to use Asset’ service
& right of sale the asset. In addition, these both rights may be exist and represent the probable
economic benefits since inception and recognition of an asset so that (IAS 38, Par.17) lacks indication
for such cases. In consequences, assessment by clubs, for which is relevant right, standing alone, will
be the best use. IFRS 15 has not considered those such type of contractual right in its scope when
referred to partially considered contract shared with other standards in Par.7. Although right of
registration is contractual defined separated and controllable with economic benefits. This
registration right affected by Asset in which is in substance not contractual rights ,but The human
underlying biological resource (the player) is improved and subject to age’s changes that affect
assessment of rights and using applicable measurement criteria .

This was not considered in scope of any other standards, in this context the lacking of underlying of
asset’s evaluation, subsequent development and derecognition criteria for such unit of account with
multiple rights, this may create mismatch. When subsequently the player is sold while development
cost was recognized within previous reporting periods while player’s used if IAS 38]|(par.113) was
applied, while benefiting club in service provided , is not feature of inventory . That assessment for



such rights, neither’s IAS 38 nor is |As 2 Scope clarified. In light of lacking of criteria for this unique
asset, diversity may lead to be treated as either intangible or inventory.

The basis for such exceptional conclusion is based on the inquirer’s indication that club’s intent since
inception is to develop and to potentially sell the player (both are determined criteria in date of
acquisition). In reference to IFRSs, ( IAS 2, Par. 6 ) it does not include this criteria which includes
developing while use and sell based on assessment of probability(certainty ) of economic benefits
because such registration’s rights produces benefits while being developed . Take in consideration
that IAS 38 Par 17 did not include assessment of use and sale’s economic benefits since recognition to
be recognized as intangible. In addition, for the club, this sale may not instantly occurred. This issue
may have under circumstances indicated lacking of criteria described in both standards IAS 38 and IAS
2 to be considered for determination of scope of such registration’s right which also may affect IFRS
15’s application as consequence

Thanks & Regards

Shady Fouad Mehelba

CPA California board of accountancy

ESAA- Egypt

Professional standards Technical esearcher

Registered chartered accountant —Egypt No 17899



Comment and basis of opinion

| agree that IFRSs’ principles and requirements are adequate in light of circumstances of
aforementioned query. However, it may be so confusing in the inquiry to link the proceeds of net
payment received in conjunction with determination of the applicable IFRS for revenue recognition.
As It is so clear that revenue recognition criteria stated in IAS 38 Par .112 and the net proceed as stated
in committee response relate to measurement in the subsequent paragraph in the standard.

The case is surround scope of two standards so that | have concerns if we exclusively view it in light of
sale and derecognition only even if seller club determines that Asset within IAS 38 , the response to
inquirer should be seen in light of applicable recognition and measurement in accordance to
appropriate scopa .

Under IAS 38, Using same criteria to differentiate of inventory and intangible , committee referred to
inthe response using (Par.113 ), If entity received payment before 31 December and the derecognition
criteria occurred later when risk and rewards completely transferred that no right remained in hand
of seller club . in conjunction with the point 3 in the case in which the club surrenders all rights while
adequate consideration if it was considered inventory , analysis of performance obligation concept
would have different suggestion in same case based on IFRS 15

In accordance to IFRS 15 . Par 5-8 , the scope of IFRS 15 precluded from its scope specific types of
contract. in context of IFRS 15’s objective , Par.6 it requires to have contract with counterparty as
customer be involved .in addition , in Same previous paragraph customer was defined as party that
has contracted with an entity to obtain goods or services that are an output of the entity’s ordinary
activities in exchange for consideration. In the case, the inquirer indicated that transfers of player
occurred after development, after usage in matches, then benefits are generated of registration right
in ordinary course of activities .after satisfying of this condition then Selling is potential. It is known
that the selling of right of use was not precluded from IFRS 16 unless to extent of lease under IFRS 16

Such transfer agreement need to be assessed whether either fully within IFRS 15 or IAS 38, and due
to development phase of player while being used and generate usage’s economic benefits, benefits
partially relate to use and in part to right of sale. In addition, in light of the significance of received
benefits in each phase by seller club, the intent of club should be considered and scope is determined
(this may be similar features to biological assets).

when that intangible carry both right of use of player and right of sale that make it ,under some
circumstances , more likely to sell rather than to use or preferred to be used rather than to sell based
on future player’s performance . The asset response to development is essential for determination
and decision of IFRS’s scope, consequently decision will affect significantly the benefits of each right
attached of such asset and Club’s decision. In addition, then it is concluded that as a unit of account,
benefits will be essentially different due to different characteristics of right of sale and right of use
while development, this may request assessment of separation of both rights relat to same account
unit and with different benefits . (Conceptual framework of financial reporting, authorized march
2018, Ref. Par. 4.51( ¢ ) ¢« Par.4.11 — unit of account )



If the committee, think this project is sophisticated and may be deliberated in future in considerations
with other intended changes or modifications in IFRS . It may be suggested to refer only in IFRS 15 to
initial assessment whether contract benefits are expected from sale of right to customer or getting
service benefits from such intangible in conjunction with using criteria stated in IAS 38 Par. 17

IAS 38 Par.17 clarifies that economic benefits which will be flowing from an intangible asset may
include revenue from the sale of products or services, cost savings, or other benefits resulting from
the use of the asset by the entity revenues from sale of right of use. This may need to be assessed
whether the case is in conformity with entity’s intention to obtain that benefit and whether player
developed or not during matches for the potential sale. There might be assumptions to be used in
assessment that balance such judgement in applying paragraphs (IAS 2, Par.6 «IAS 38 ,Par .17 ) to
determine whether applying IFRS 15 is applicable. The need for this assessment to support use of IAS
2 and consequently recognize sale as revenues, in accordance with IFRS 15, in so far as right embodied
within these hybrid features of unit of account ‘s use and sale of asset will represent economic benefits
from sale rather than usage in ordinary activities.

The modification required:

IFRS 15 ,Par.7 after modification

"7. A contract with a customer may be partially within the scope of this Standard and partially within the
scope of other Standards listed in paragraph 5.

(a) If the other Standards specify how to separate and/or initially measure one or more parts of the
contract, then an entity shall first apply the separation and/or measurement requirements in those
Standards. An entity shall exclude from the transaction price the amount of the part (or parts) of the
contract that are initially measured in accordance with other Standards and shall apply paragraphs
73-86 to allocate the amount of the transaction price that remains (if any) to each performance
obligation within the scope of this Standard and to any other parts of the contract identified by
paragraph 7(b).

(b) If the other Standards do not specify how to separate and/or initially measure one or more parts
of the contract, then the entity shall apply this Standard to separate and/or initially measure the part
(or parts) of the contract

(c) in case of those Asset acquired matching Scope’s criteria (IAS 38 , Par 2-7) and for which
contractual right assessed in accordance with IAS 38 Par 17.1 , if satisfied criteria of those
contractual service rights acquired for potential significant benefits from right of sale of the
underlying asset . They would be accounted for under this standard to the extent of theses assessed
contractual rights that represent inventory in accordance with IAs 2, Par.6”

IAS 38, Par.17 after modification

17 . The future economic benefits flowing from an intangible asset may include revenue from the sale of
products or services, cost savings, or other benefits resulting from the use of the asset by the entity.
For example, the use of intellectual property in a production process may reduce future production
costs rather than increase future revenues.

“17.1 In some type of assets, Future economic benefits may be flowed from right to use and right of sale
attached to asset, in which case an entity has to assess whether its acquisition was intended




potentially for sale of right of service of underlying Asset. This probably occurred when Benefits
From revenues of sale will be significant if compared to benefits from using of such asset. For that
purpose, entity must assess as at contract date the significance of each right based on probability
and magnitude of expected economic benefits expected to flow of each right to determine whether
it satisfies criteria of 1AS 2, Par.2 or intangible asset as defined by IAS 38 ,Par 9-16 .”
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Dear IFRS Interpretations Committee members,

Tentative Agenda Decision - Player Transfer Payments (IAS 38 Intangible Assets)

Ernst & Young Global Limited, the central coordinating entity of the global EY organisation,
welcomes the opportunity to offer its views on the above tentative agenda decision of the
IFRS Interpretations Committee (the Committee) published in the November 2019 IFRIC
Update.

The Committee discussed the question whether, upon sale, “... an entity recognises the
transfer payment received as revenue applying IFRS 15 Revenue from Contracts with
Customers or, instead, recognises the gain or loss arising from the derecognition of the
intangible asset in profit or loss applying IAS 38."”

We understand the Committee's interpretation in the tentative agenda decision (TAD) of
the standards as they are currently drafted. However, we believe the Committee should
state explicitly why it is not possible to analogise to paragraph 68A of IAS 16 Property,
Plant and Equipment or paragraph 57 of IAS 40 Investment Property (in accordance with
paragraphs 10 - 12 of IAS 8 Accounting Policies, Changes in Accounting Estimates and
Errors). Paragraph 68A of IAS 16 acknowledges that an entity may, in the course of its
ordinary business, routinely sell items of property, plant and equipment that it has held for
rental to others. We believe that such mixed business models exist not only for tangible
assets, but also for intangible assets, for example, in the football, pharmaceutical, life
sciences, and media and entertainment industries.

More generally, we believe that the Committee should refer the broader issue of ‘'mixed
business models' in the context of intangible assets to the Board. We specifically recommend
the Board to consider amending IAS 38 either as part of its Annual Improvements process

or as a limited scope amendment to introduce guidance, similar to paragraph 68A of IAS 16
and paragraph 57 of 1AS 40, that addresses the accounting by entities that routinely sell
intangible assets (e.q., football players, licences, digital content, media, films etc.) in

the course of their ordinary activities that are held for own use. We believe that such

an approach would provide useful information and properly reflect the nature of the business
activities of such entities.

Ernst & Young Global Limited is a company limited by guarantee registered in England and Wales No. 4328808.
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at the above address or on +31 88 407 5035.
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December 2019 — IFRS-IC Tentative Agenda Decision on IFRS 15 and IAS 38: Presentation of
Player Transfer Payments

Dear Mrs Lloyd, ﬁe“’l .\[ be .

I am writing on behalf of the Autorité des normes comptables (ANC) to express our views on the IFRS-
IC tentative agenda decision published in the November 2019 Update, regarding IFRS 15 and IAS 38:
Presentation of Player Transfer Payments.

While we agree on many aspects of the analysis (existence of an intangible asset, presentation of the
transfer payment received when such an asset is sold), some questions remain, especially regarding the
possible recognition of the right paid as inventory and its consequences, which are according to us not
fully addressed by the tentative agenda decision. This letter sets out the most critical issues identified
by interested stakeholders involved in ANC’s due process. They relate to the possibility of recognising
registration right as inventory (Part 1) and its subsequent measurement (Part 2).

We are of the opinion that the final agenda decision should not include any reference to the possibility
of recognising transfer payment as inventory. This question does not appear to be relevant, as the fact
pattern limits itself to the possibility of recognising the gain or loss arising from derecognition of an
intangible asset when applying IFRS 15.

Should it nonetheless be decided to address the possibility of recognising the transfer payment as
inventory, it would be strongly advised to contemplate a standard-setting process as to properly tackle
the issues under review in this letter (Part 3).

Part 1: Identifying a registration right

The tentative agenda decision specifies that, if the ordinary activities of a club include the development
and transfer of players, the corresponding registration right could meet the definition of an inventory.
According to the wording of the agenda decision, we understand that this determination would occur on
a player-by-player basis, provided that evidence of the existence of such a business model could have
been provided at the club level. This position raises difficult implementation questions.
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First, this decision is bound to be mostly based on a judgement call, due to the frequent changes in the
prospective use of a particular player, depending on his individual performance as well as his inclusion
within a team. As underlined by our constituents, the underlying rationale could be frail and therefore
difficult to assess, be it by the club itself or by its auditors. This could potentially impair the relevance
of the club’s financial statements.

It could be argued that these difficulties are the same as those encountered in other contexts (investment
properties held for sale for example), but we would like to underline that they could be even more
prevalent in a business where the decision to sell the right owned on a player could be construed as a
question of opportunity rather than the result of a decision taken years before. For example, in the car
rental business, the business model relies on the systematic sale of the fleet after a relatively short period
of time, so as to renew the vehicles. By contrast, the business model of football clubs is much more fluid
and difficult to characterise at individual player’s level, even if the transfer of rights can repreéent a
sizable portion of their total income for some of them. The difficulty would be all the more daunting in
practice, as this assessment has to be made on a player-by-player basis. If this line of reasoning is
nevertheless retained in the final decision, it would appear necessary that some guidance be provided as
to how to assess the business model that should be applied to an individual player.

Part 2: Subsequent measurement of inventory

Should the Committee decide to proceed with the possibility to classify the transfer right as inventory,
some remaining aspects ought to be clarified, especially regarding its subsequent valuation. More
precisely, two different aspects should be dealt with: the use of the inventory prior to its selling on the
one hand, the accounting treatment of expenses during the training period on the other.

First of all, the players will contribute to the revenue of the club during the course of its development,
be it from ticket sales, media rights or even competition prize money. Even if the intention to sell the
right on the players underlies all this process, it remains that the accounting performance of the club will
be driven by the accounting policy: whereas a right recognised under IAS 38 will affect the performance
through its amortisation, no cost would be accounted for against the revenue stream if the same right is
considered as inventory. This difference in accounting treatment does not appear to be underpinned by
any convincing facts and circumstances, other than an expected transfer of the right, which consequences
will not affect the periods prior to its occurrence.

Secondly, on a related but different basis, we are of the opinion that the question of the accounting
treatment of expenses related to this player during the development period should also be dealt with.
The costs of his development are incurred in order to maintain or increase the value of the right acquired,
and thus generate a profit when the player is sold. Therefore, the right to transfer the player should be
considered as part of an “inventory in the process of production for sale in the ordinary course of
business