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  PREFACE

These workbooks are an update of those originally written by the project team of the European Union funded project Accounting Reform II in the Russian Federation and revised by the project team of the European Union funded project, Implementation of Accounting Reform in the Russian Federation. 

This version has been produced by the European Union funded project 

Transition to IFRS in the Banking Sector.

The workbooks cover various concepts of IFRS based accounting. They are intended to be practical self-instruction aids that professional accountants can use to upgrade their knowledge, understanding and skills.

The purpose of this version is to help bank accountants in the use of IFRS. 

Each workbook is a self-standing short course designed for approximately of three hours of study.

The members of the project team were contributed by PwC Moscow, FBK Moscow, and European Savings Bank Group Brussels. Although the workbooks are part of a series, each one is independent of the others.

A basic knowledge of accounting is assumed but if any additional knowledge is required this is mentioned at the beginning of the section.

Each workbook is a combination of Information, Examples, Self-Test Questions and Answers.

The volumes within each series are described in detail and available for download from the project web site.

The copyright of the material contained in each workbook belongs to the European Union and according to its policy may be used free of charge for any non-commercial purpose.

The project team would like to express thanks to those who have contributed their time and thoughts to the content of the workbooks. In particular:

The European Union Delegation, Moscow

The Bank of Russia, Moscow

Note: Material from the following PricewaterhouseCoopers publications has been used in this workbook:  

-Applying IFRS 

-IFRS News

-Accounting Solutions

Contact:

	e-mail
	website 

	anna.voevoda@ru.pwc.com
	www.banks2ifrs.ru 

	Tel.
	Fax.

	+ 7 495 772-7091
	+ 7 495 772-7094


Moscow, Russia, August 2008 (Updated)
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We also recommend reading the PricewaterhouseCoopers publication:

Adopting IFRS 
especially for its comprehensive example.

It is available on our website.

Main features of IFRS 1
IFRS 1 applies to first-time adopters of IFRS - when an undertaking adopts IFRSs for the first time by an explicit and unreserved statement of compliance with IFRSs.


In general, IFRS 1 requires an undertaking to comply with each IFRS effective at the reporting date for its first IFRS financial statements. In particular, 
IFRS 1 requires an undertaking to do the following in the opening IFRS balance sheet that it prepares as a starting point for its accounting under IFRSs: 

1. recognise all assets and liabilities whose recognition is required by IFRSs;

2. not recognise items as assets or liabilities if IFRSs do not permit such recognition;

3. reclassify items that it recognised under previous GAAP as one type of asset, liability or component of equity, but are a different type of asset, liability or component of equity under IFRSs; and

4. apply IFRSs in measuring all recognised assets and liabilities.

IFRS 1 grants limited exemptions from these requirements in specified areas where the cost of complying with them would be likely to exceed the benefits to users. 
IFRS 1 also prohibits retrospective application of IFRSs in some areas, particularly where retrospective application would require judgements by management about past conditions, after the outcome of a particular transaction is already known.

IFRS 1 requires disclosures that explain how the transition from previous GAAP to IFRSs affected the undertaking’s reported financial position, financial performance and cash flows. 
As new IFRS standards are adopted and existing standards modified, the needs of first-time adopters are considered. Where these differ from the needs of existing users, additions and amendments are made to IFRS 1.

IFRS 1 is therefore subject to continued changes.

Objective of IFRS 1
The objective of IFRS 1 is to ensure that an undertaking’s first IFRS financial statements, and its interim financial reports for part of the period covered by those financial statements, contain high quality information that: 

1. is transparent for users and comparable over all periods presented;

2. provides a suitable starting point for accounting under International Financial Reporting Standards (IFRSs); and 

3. can be generated at a cost that does not exceed the benefits to users.

Defined terms 

date of transition to IFRSs   The start of the earliest period for which an undertaking presents full comparative information under IFRSs in its first IFRS financial statements. 

	EXAMPLE- date of transition to IFRSs -1
You decide to publish IFRS statements for 2XX8 with comparatives for the years 2XX3-2XX7.

Your date of transition to IFRSs is 1st January 2XX3.




	EXAMPLE -Date of transition to IFRS

A listed entity prepares IFRS consolidated accounts and IFRS parent entity accounts in 2005. In 2006, they are taken over by an unlisted entity and no longer have to prepare IFRS accounts. 
The old parent is allowed to convert back to UK GAAP under the Companies Act and does so. In 2010, the new group lists and converts all its subsidiaries to IFRS.

If the structure of the group has not changed, can the group apply IFRS 1 to the IFRS accounts prepared in 2010?

FRS 1 should be applied when preparing an entity’s first IFRS financial statements. IFRS 1 defines these as the first annual financial statements in which an entity adopts IFRSs, by an explicit and unreserved statement of compliance with IFRSs.

Therefore it would appear that as such a statement was made in the 2005 accounts, IFRS 1 should not be applied in the consolidated accounts or the parent entity accounts in 2010.

However, IFRS 1 states that the standard may be applied where the entity presented its most recent previous financial statements under national requirements that are not consistent with IFRSs in all respects.

As the prior year accounts were prepared under UK GAAP, the application of IFRS 3 would allow the entity to use IFRS 1 in preparing the 2010 financial statements.

In light of the inconsistency of the definitions within the standard, we consider that the entity could apply IFRS 1 to the consolidated accounts and the parent entity accounts prepared in 2010.


deemed cost    An amount used as a surrogate for cost or depreciated cost at a given date. 
Subsequent depreciation or amortisation assumes that the undertaking had initially recognised the asset or liability at the given date, and that its cost was equal to the deemed cost.

fair value   The amount for which an asset could be exchanged, or a liability settled, between independent, knowledgeable, willing parties.

first IFRS financial statements   The first annual financial statements in which an undertaking adopts IFRSs, by an explicit and unreserved statement of compliance with IFRSs. 
	EXAMPLE- first IFRS financial statements
You decide to publish IFRS statements for 2XX8 with comparatives for the years 2XX3-2XX7. In them you make an explicit and unreserved statement of compliance with IFRSs.
Your first IFRS financial statements are for 2XX8.




	EXAMPLE -Reconciliations to Russian GAAP on first-time IFRS adoption

Entity E previously prepared its financial statements under Russian GAAP. 
During 2007, E lists on AIM and issues a prospectus prepared under IFRS in connection with the transaction including financial information from 1 January 2004 onwards. 
For the purposes of preparing the financial statements for the year ending 31 December 2007, what is the transition date? Should the financial statements include the reconciliations required by IFRS 1.

IFRS 1 is applicable to all entities’ first IFRS financial statements. The term ‘first IFRS financial statements’ is defined as an entity’s ‘first annual financial statements in which h an entity adopts IFRS by an explicit and unreserved statement of compliance with IFRS’. 
If the prospectus included such a statement, it will meet this definition and the date of transition to IFRS for both the prospectus and the annual financial statements will be 1 January 2004.
IFRS 1 will not then strictly apply to the annual financial statements for the year ending 31 December 2007. 
However, it would be sensible if the reconciliations from Russian GAAP to IFRS disclosed in the prospectus are also reproduced in the financial statements to ensure fair presentation to the reader of the results and financial

position of the business.


first IFRS reporting period   The reporting period ending on the reporting date of an undertaking’s first IFRS financial statements. 

	EXAMPLE- first IFRS reporting period
You decide to publish IFRS statements for 2XX8 with comparatives for the years 2XX3-2XX7. In them you make an explicit and unreserved statement of compliance with IFRSs.
Your first IFRS reporting period is the year ending 2XX8.




first-time adopter  An undertaking that presents its first IFRS financial statements. 

International Financial Reporting Standards (IFRSs)   Standards and Interpretations adopted by the International Accounting Standards Board (IASB). They comprise: 

1. International Financial Reporting Standards;
2. International Accounting Standards; and

3. Interpretations originated by the International Financial Reporting Interpretations Committee (IFRIC) or the former Standing Interpretations Committee (SIC).

opening IFRS balance sheet  
An undertaking’s balance sheet (published or unpublished) at the date of transition to IFRSs. 
	EXAMPLE- opening IFRS balance sheet  
You decide to publish IFRS statements for 2XX8 with comparatives for the years 2XX3-2XX7.

Your opening IFRS balance sheet is the balance sheet of 1st January 2XX3.




previous GAAP   The basis of accounting that a first-time adopter used immediately before adopting IFRSs. 
	EXAMPLE- previous GAAP
You decide to publish IFRS statements for 2XX8 with comparatives for the years 2XX3-2XX7.

You previously reported according to Russian Accounting Standards.

Russian Accounting Standards are your previous GAAP.


reporting date   The end of the latest period covered by financial statements or by an interim financial report.
	EXAMPLE- reporting date
You decide to publish IFRS statements for 2XX8 with comparatives for the years 2XX3-2XX7. In them you make an explicit and unreserved statement of compliance with IFRSs. No interim financial reports are produced.

Your first IFRS reporting date is the 31st December 2XX8.




Scope 

An undertaking shall apply IFRS 1 in: 

1. its first IFRS financial statements; and

2. each interim financial report, if any, that it presents under IAS 34 for part of the period covered by its first IFRS financial statements. 

	EXAMPLE- interim financial report
You decide to publish IFRS statements for 2XX8 with comparatives for the years 2XX3-2XX7. 

You also produce an interim financial report for January to June 2XX8. In it you make an explicit and unreserved statement of compliance with IFRSs.
You apply IFRS 1 to your interim financial report.




An undertaking’s first IFRS financial statements are the first annual financial statements in which the undertaking adopts IFRSs, by an explicit and unreserved statement in those financial statements of compliance with IFRSs. 
Financial statements under IFRSs are an undertaking’s first IFRS financial statements if, for example, the undertaking: 

1. presented its most recent previous financial statements:

i. under national requirements that are not consistent with IFRSs in all respects;

ii. in conformity with IFRSs in all respects, except that the financial statements did not contain an explicit and unreserved statement that they complied with IFRSs;

iii. containing an explicit statement of compliance with some, but not all, IFRSs;

iv. under national requirements inconsistent with IFRSs, using some individual IFRSs to account for items for which national requirements did not exist; or

v. under national requirements, with a reconciliation of some amounts to the amounts determined under IFRSs; 

2. prepared financial statements under IFRSs for internal use only, without making them available to the undertaking’s owners or any other external users; 

	EXAMPLE- for internal use only
You decide to publish IFRS statements for 2XX8 with comparatives for the years 2XX3-2XX7. In them you make an explicit and unreserved statement of compliance with IFRSs. No interim financial reports are produced.

The 2XX3-2XX7 figures come from management accounts that had been seen only by your directors.

Your first IFRS financial statements are for 2XX8.




3. prepared a reporting package under IFRSs for consolidation purposes without preparing a complete set of financial statements as defined in IAS 1; or 

4. did not present financial statements for previous periods.

IFRS 1 does not apply when, for example, an undertaking: 

1. stops presenting financial statements under national requirements, having previously presented them as well as a second set of financial statements that contained an explicit and unreserved statement of compliance with IFRSs; 

2. presented financial statements in the previous year under national requirements and those financial statements contained an explicit and unreserved statement of compliance with IFRSs; or

3. presented financial statements in the previous year that contained an explicit and unreserved statement of compliance with IFRSs, even if the auditors qualified their audit report on those financial statements.
	EXAMPLE- qualified their audit report
You decide to publish IFRS statements for 2XX8 with comparatives for the years 2XX3-2XX7. In them you make an explicit and unreserved statement of compliance with IFRSs. No interim financial reports are produced.

You had previously published your 2xx7 statements, with comparatives, but your auditors had qualified them on the basis that doubts were raised about whether the undertaking was a “going concern”.

Your first IFRS reporting date was the 31st December 2XX7. IFRS 1 does not apply to your 2XX8 statements.




IFRS 1does not apply to changes in accounting policies made by an undertaking that already applies IFRSs. Such changes are the subject of: 

1. requirements on changes in accounting policies in IAS 8; and 

2. specific transitional requirements in other IFRSs.

Recognition and measurement 

Opening IFRS balance sheet 

An undertaking shall prepare an opening IFRS balance sheet at the date of transition to IFRSs. This is the starting point for its accounting under IFRSs. An undertaking need not present its opening IFRS balance sheet in its first IFRS financial statements.

Accounting policies 

An undertaking shall use the same accounting policies in its opening IFRS balance sheet and throughout all periods presented in its first IFRS financial statements. Those accounting policies shall comply with each IFRS effective at the reporting date for its first IFRS financial statements.
An undertaking shall not apply different versions of IFRSs that were effective at earlier dates. An undertaking may apply a new IFRS that is not yet mandatory if it permits early application. 

	EXAMPLE- accounting policies

You decide to publish IFRS statements for 2XX8 with comparatives for the years 2XX3-2XX7. In them you make an explicit and unreserved statement of compliance with IFRSs.
Your accounting policies for all years should be those applicable to 2XX8.




	EXAMPLE: Consistent application of latest version of IFRSs

Background

The reporting date for undertaking A’s first IFRS financial statements is 31 December 2XX5. Undertaking A decides to present comparative information in those financial statements for one year only. 
Therefore, its date of transition to IFRSs is the beginning of business on 1 January 2XX4 (or, equivalently, close of business on 31 December 2XX3). 
Undertaking A presented financial statements under its previous GAAP annually to 31 December each year up to, and including, 31 December 2XX4.

Application of requirements 

Undertaking A is required to apply the IFRSs effective for periods ending on 31 December 2XX5 in:

1. preparing its opening IFRS balance sheet at 1 January 2XX4; and

2. preparing and presenting its balance sheet for 31 December 2XX5 (including comparative amounts for 2XX4), income statement, statement of changes in equity and cash flow statement for the year to 31 December 2XX5 (including comparative amounts for 2XX4) and disclosures (including comparative information for 2XX4).




If a new IFRS is not yet mandatory but permits early application, an undertaking is permitted, but not required, to apply that IFRS in its first IFRS financial statements.

The transitional provisions in other IFRSs apply to changes in accounting policies made by an undertaking that already uses IFRSs; they do not apply to a first-time adopter’s transition to IFRSs.

	An undertaking shall, in its opening IFRS balance sheet: 

1. recognise all assets and liabilities whose recognition is required by IFRSs;

2. not recognise items as assets or liabilities if IFRSs do not permit such recognition;

3. reclassify items that it recognised under previous GAAP as one type of asset, liability or component of equity, but are a different type of asset, liability or component of equity under IFRSs; and

4. apply IFRSs in measuring all recognised assets and liabilities.




The accounting policies that an undertaking uses in its opening IFRS balance sheet may differ from those that it used for the same date using its previous GAAP. 
The resulting adjustments arise from events and transactions before the date of transition to IFRSs. Therefore, an undertaking shall record those adjustments directly in retained earnings (or, if appropriate, another category of equity) at the date of transition to IFRSs.

	EXAMPLE- resulting adjustments arise from events and transactions before the date of transition to IFRSs
Under your previous GAAP, your recognised intangible assets that are not recognised under IFRS. 

Any adjustment is recorded in retained earnings and disclosed.


	EXAMPLE -Intangibles with indefinite lives

Undertaking D is a successful consumer products manufacturer. It owns an established brand name that it acquired in 2000 at a cost of 15m.

D has continued to grow the market share of the brand since 2000. D’s management are able to demonstrate through an analysis of all relevant factors that there is no foreseeable limit to the period over which the brand is expected to generate net cash inflows for D.

This assessment was also made when D purchased the brand in 2000.D’s management therefore believe that the brand has had an indefinite useful life since 2000.

Undertaking D will adopt IFRS in 2005 with a transition date of 1 January 2004.D’s previous GAAP required that all intangible assets were amortised over a   maximum period of 20 years.

The carrying amount of the brand in D’s previous GAAP balance sheet at 31 December 2003 is therefore 12m (15m less four years.amortisation).

At what value should D recognise the brand in its transition IFRS balance sheet?
D should recognise the brand at 15m in its transition IFRS balance sheet at

1 January 2004.

The basic principle in IFRS 1 is the retrospective application of the IFRS standards in force at the reporting date, except where an exception or an exemption permits or requires otherwise. 

D must measure the brand on its transition balance sheet as if it had always accounted for it in accordance with IAS 38.

Guidance in IFRS 1 clarifies that where useful lives applied under previous GAAP are not consistent with useful lives applied under IFRS, then the undertaking adjusts the accumulated amortisation in the opening IFRS balance sheet retrospectively.


	EXAMPLE:  Opening accounts

Entity H has a December year end. It has published interim financial statements as at 30 June 2004. 
In these statements the entity has restated the balance sheet to present an investment in own shares as a deduction in arriving at shareholders’ funds in accordance with UITF 38,Accounting for ESOP Trusts.
When preparing the opening balance sheet reconciliation for inclusion in the first IFRS financial statements, should this be based on the figures included in the financial statements to 31 December 2003 as they were originally published, or should they take account of the reclassification of the investment in own shares under UITF 38?

IFRS 1 states that an entity’s first IFRS financial statements (ie, for year ended 31 December 2005) should include reconciliations of equity at the date of transition to IFRS (1 January 2004) and a reconciliation for the end of the latest period presented in the entity’s most recent annual financial statement under previous GAAP (31 December 2004). 

In producing these reconciliations the entity should use the December 2003 figures as adjusted for the restatement caused by UITF 38.
This will allow the accounts user to determine what the differences are that have been caused by moving from UK GAAP to IFRS which is the purpose of these reconciliations, rather than also including accounting policy changes that have occurred under UK GAAP.


IFRS 1 establishes two categories of exceptions to the principle that an undertaking’s opening IFRS balance sheet shall comply with each IFRS: 

1. exemptions from some requirements of other IFRSs. 

2. prohibition of  retrospective application of some aspects of other IFRSs. 

Exemptions from other IFRSs 

An undertaking may elect to use one or more of the following exemptions: 

1. business combinations;
2. fair value or revaluation as deemed cost; 

3. staff benefits; 

4. cumulative translation differences; 

5. compound financial instruments; 

6. investments in subsidiaries, associates and joint ventures;
7. designation of previously recognised financial instruments; 

8. share-based payment transactions; 

9. insurance contracts; 

10. decommissioning liabilities included in the cost of property, plant and equipment; 

11. leases;
12. fair value measurement of financial assets or financial liabilities at initial recognition; and 
13. a financial asset or an intangible asset accounted for in accordance with IFRIC 12 Service Concession Arrangements.

An undertaking shall not apply these exemptions by analogy to other items.

Some exemptions refer to fair value. IFRS 3 Business Combinations explains how to determine the fair values of identifiable assets and liabilities acquired in a business combination. 
An undertaking shall apply those explanations in determining fair values under IFRS 1, unless another IFRS contains more specific guidance on the determination of fair values for the asset or liability in question. 
Those fair values shall reflect conditions that existed at the date for which they were determined.
Fair value or revaluation as deemed cost 

Investments in subsidiaries, jointly controlled entities and

associates

When an entity prepares separate financial statements, IAS 27 Consolidated and Separate Financial Statements requires it to account for its investments in subsidiaries, jointly controlled entities and associates either:
(a) at cost or

(b) in accordance with IAS 39 Financial Instruments.

If a first-time adopter measures such an investment at cost, it shall measure that investment at one of the following amounts in its separate opening IFRS statement of financial position:
(a) cost determined in accordance with IAS 27 or

(b) deemed cost. The deemed cost of such an investment shall be its:

(i) fair value (determined in accordance with IAS 39) at the entity’s date of transition to IFRSs in its separate financial statements or 

(ii) previous GAAP carrying amount at that date. 

A first-time adopter may choose either (i) or (ii) above to measure its investment in each subsidiary, jointly controlled entity or associate that it elects to measure using a deemed cost.
If an entity uses a deemed cost in its opening IFRS statement of financial position for an investment in a subsidiary, jointly-controlled entity or associate in its separate financial statements, the entity’s first IFRS separate financial statements shall disclose:
(a) the aggregate deemed cost of those investments for which deemed cost is their previous GAAP carrying amount;
(b) the aggregate deemed cost of those investments for which deemed cost is fair value; and

(c) the aggregate adjustment to the carrying amounts reported under previous GAAP.
Property, plant and equipment

An undertaking may elect to measure an item of property, plant and equipment at the date of transition to IFRSs at its fair value, and use that fair value as its deemed cost at that date.

A first-time adopter may elect to use a previous GAAP revaluation of an item of property, plant and equipment at, or before, the date of transition to IFRSs as deemed cost at the date of the revaluation, if the revaluation was, at the date of the revaluation, broadly comparable to: 

1. fair value; or

2. cost or depreciated cost under IFRSs, adjusted to reflect, for example, changes in a general, or specific price index.

	EXAMPLE- fair value under previous GAAP -1 
Under your previous GAAP, you revalued your property using an independent valuation. You have been advised that the values have not materially changed at the date of transition to IFRSs.

You may use these valuations as deemed cost under IFRS. 




These elections in are also available for: 

1. investment property, if an undertaking elects to use the cost model in 
IAS 40 Investment Property; and 

2. intangible assets that meet:

i. the recognition criteria in IAS 38 Intangible Assets (including reliable measurement of original cost); and 

ii. the criteria in IAS 38 for revaluation (including the existence of an active market).

An undertaking shall not use these elections for other assets or for liabilities.

A first-time adopter may have established a deemed cost under previous GAAP for some or all of its assets and liabilities by measuring them at their fair value at one particular date due to an event such as a privatisation or initial public offering. 
	EXAMPLE- fair value under previous GAAP -2 

Under your previous GAAP, you revalued various assets using an independent valuation immediately prior to a listing on the stock exchange. 

You have been advised that the values have not materially changed at the date of transition to IFRSs.

You may use these valuations as deemed cost under IFRS. 




It may use such event-driven fair value measurements as deemed cost for IFRSs at the date of that measurement.

Staff benefits (see IAS 19 workbook)
Under IAS 19, an undertaking may elect to use a ‘corridor’ approach that leaves some actuarial gains and losses unrecognised. Retrospective application of this approach requires an undertaking to split the cumulative actuarial gains and losses from the inception of the plan until the date of transition to IFRSs into a recognised portion and an unrecognised portion. 
However, a first-time adopter may elect to recognise all cumulative actuarial gains and losses at the date of transition to IFRSs, even if it uses the corridor approach for later actuarial gains and losses. If a first-time adopter uses this election, it shall apply it to all plans.

An undertaking may disclose the amounts as the amounts are determined for each accounting period prospectively from the transition date.

Cumulative translation differences (see IAS 21 workbook)
IAS 21 requires an undertaking: 

1. to classify some translation differences as a separate component of equity; and

2. on disposal of a foreign operation, to transfer the cumulative translation difference for that foreign operation (including, if applicable, gains and losses on related hedges) to the income statement as part of the gain or loss on disposal.

However, a first-time adopter need not comply with these requirements for cumulative translation differences that existed at the date of transition to IFRSs. If a first-time adopter uses this exemption: 

1. the cumulative translation differences for all foreign operations are deemed to be zero at the date of transition to IFRSs; and

2. the gain or loss on a subsequent disposal of any foreign operation shall exclude translation differences that arose before the date of transition to IFRSs, but shall include later translation differences.

Compound financial instruments 
(see IAS 32/39 workbook 1 – Initial Recognition)
IAS 32 requires an undertaking to split a compound financial instrument at inception into separate liability and equity components. If the liability component is no longer outstanding, retrospective application of IAS 32 involves separating two portions of equity. 
The first portion is in retained earnings and represents the cumulative interest accreted on the liability component. 
The other portion represents the original equity component. However, under IFRS 1, a first-time adopter need not separate these two portions if the liability component is no longer outstanding at the date of transition to IFRSs.

Assets and liabilities of subsidiaries, associates and joint ventures 

If a subsidiary becomes a first-time adopter later than its parent, the subsidiary shall measure its assets and liabilities at either: 

1. the carrying amounts that would be included in the parent’s consolidated financial statements, based on the parent’s date of transition to IFRSs, if no adjustments were made for consolidation procedures and for the effects of the business combination in which the parent acquired the subsidiary; or

2. the carrying amounts required by the rest of IFRS 1, based on the subsidiary’s date of transition to IFRSs. These carrying amounts could differ from those described in (1):
i. when the exemptions in IFRS 1 result in measurements that depend on the date of transition to IFRSs. 

ii. when the accounting policies used in the subsidiary’s financial statements differ from those in the consolidated financial statements. 
	EXAMPLE - policies used in the subsidiary’s financial statements differ from those in the consolidated financial statements 
A subsidiary may use as its accounting policy the cost model in IAS 16 Property, Plant and Equipment, whereas the group may use the revaluation model. 


	Subsidiary transitioning

Entity A has reported under IFRS since 1990. Entity A acquired entity B in 2003. B will transition from its national GAAP to IFRS in 2005, with a transition date of 1 January 2004, and will prepare consolidated financial statements for its sub-group. 
Entity B acquired a subsidiary, entity C, in 2000 and applied its previous GAAP business combinations accounting to that acquisition.
When B acquired C it recognised goodwill of 8,000 and an intangible asset of 5,000 under its previous GAAP for C’s market share. It also recognised a deferred tax liability of 1,500 in respect of the market share intangible. B amortises goodwill over 20 years under previous GAAP but does not amortise the market share intangible.
The intangible asset does not qualify for recognition under IFRS and would have been subsumed within goodwill under IAS 22, or IFRS 3, Business Combinations. 
Entity A derecognised the market share intangible when it applied IAS 22 to the business combination in which it acquired B.

Entity B intends to use the subsidiary transition exemption in IFRS 1. which allows a subsidiary to transition to IFRS using the IFRS results that it already reports to its parent (entity A).
How does this affect the market share intangible?
The corporate structure and key information is summarised as follows.

A Existing IFRS reporter

A acquired B in 2003

B Transitions to IFRS in 2005

B acquired C in 2000

C Continuing national GAAP preparer
B should de-recognise the market share intangible at 1 January 2004 and the related deferred tax liability.
B will therefore increase the goodwill to 9,900 (6,400 + 5,000 . 1,500) at

1 January 2004. The subsidiary transition exemption is applied as:
- the results for entity B’s sub-group at 1 January 2004, as reported to A

- less consolidation adjustments

- less the IAS 22 adjustments made by A on acquisition of B.
The result of applying only these adjustments would be the inclusion in B’s transition balance sheet of the previous GAAP market share intangible asset at 5,000, and goodwill of 6,400 (8,000 less four years’ amortisation).

Application of the subsidiary transition exemption does not override the requirement to apply the business combinations exemption in IFRS 1. 
B’s management must therefore apply the business combinations exemption to the market share intangible. It will therefore de-recognise the market

share intangible at 1 January 2004 and the related deferred tax liability.

The adjusted goodwill balance of 9,900 is tested for impairment at transition date. It will also be tested annually thereafter and whenever indicators of impairment are identified.


3. A similar election is available to an associate or joint venture that becomes a first-time adopter later than an undertaking that has significant influence or joint control over it.

However, if an undertaking becomes a first-time adopter later than its subsidiary (or associate or joint venture) the undertaking shall measure the assets and liabilities of the subsidiary (or associate or joint venture) at the same carrying amounts as the subsidiary (or associate or joint venture), 
except for consolidation adjustments.

	EXAMPLE - undertaking becomes a first-time adopter later than its subsidiary 

In 2XX7, your subsidiary became a first-time adopter of IFRS. In 2XX8, your undertaking becomes a first-time adopter of IFRS.

You use the same carrying amounts of assets and liabilities as the subsidiary uses (in 2XX8), except for consolidation adjustments, to produce your consolidated statements.




Similarly, if a parent becomes a first-time adopter for its separate financial statements earlier or later than for its consolidated financial statements, it shall measure its assets and liabilities at the same amounts in both financial statements, except for consolidation adjustments.

Designation of previously recognised financial instruments 
(see IAS 32/39 workbook 1 – Initial Recognition)
IAS 39 permits a financial asset to be designated on initial recognition as available for sale or a financial instrument (provided it meets certain criteria) to be designated as a financial asset or financial liability at fair value through profit or loss. 
Despite this requirement, exceptions apply in the following circumstances, 

1. any undertaking is permitted to make an available-for-sale designation at the date of transition to IFRSs. 

2. an undertaking that presents its first IFRS financial statements for an annual period beginning on or after 1 September 2006—such an undertaking is permitted to designate, at the date of transition to IFRSs, any financial asset or financial liability as at fair value through profit or loss provided the asset or liability meets the criteria of IAS 39 at that date. 

3. an undertaking that presents its first IFRS financial statements for an annual period beginning on or after 1 January 2006 and before 1 September 2006—such an undertaking is permitted to designate, at the date of transition to IFRSs, any financial asset or financial liability as at fair value through profit or loss provided the asset or liability meets the criteria of IAS 39 at that date. 
When the date of transition to IFRSs is before 1 September 2005, such designations need not be completed until 1 September 2005 and may also include financial assets and financial liabilities recognised between the date of transition to IFRSs and 1 September 2005. 

4. an undertaking that presents its first IFRS financial statements for an annual period beginning before 1 January 2006 —such an undertaking is permitted at the start of its first IFRS reporting period to designate as at fair value through profit or loss any financial asset or financial liability that qualifies for such designation in accordance with IAS 39. 
When the undertaking’s first IFRS reporting period begins before 1 September 2005, such designations need not be completed until 1 September 2005 and may also include financial assets and financial liabilities recognised between the beginning of that period and 1 September 2005. 
If the undertaking restates comparative information for IAS 39 it shall restate that information for the financial assets, financial liabilities, or group of financial assets, financial liabilities or both, designated at the start of its first IFRS reporting period. 
Such restatement of comparative information shall be made only if the designated items or groups would have met the criteria for such designation at the date of transition to IFRSs or, if acquired after the date of transition to IFRSs, would have met the criteria in IAS 39 at the date of initial recognition. 

5. for an undertaking that presents its first IFRS financial statements for an annual period beginning before 1 September 2006—any financial assets and financial liabilities such an undertaking designated as at fair value through profit or loss that were previously designated as the hedged item in fair value hedge accounting relationships shall be de-designated from those relationships at the same time they are designated as at fair value through profit or loss. 

Share-based payment transactions (see IFRS 2 workbook)
A first-time adopter is encouraged, but not required, to apply IFRS 2 to equity instruments that were granted after 7 November 2002 that vested before the later of 
(1) the date of transition to IFRSs and 
(2) 1 January 2005. 
However, if a first-time adopter elects to apply IFRS 2 to such equity instruments, it may do so only if the undertaking has disclosed publicly the fair value of those equity instruments, determined at the measurement date, as defined in IFRS 2. 
For all grants of equity instruments to which IFRS 2 has not been applied (such as equity instruments granted on or before 7 November 2002), a first-time adopter shall nevertheless disclose the information required IFRS 2. 
The undertaking is not required to apply IFRS 2 if a modification occurred before the later of 
(1)  the date of transition to IFRSs and 
(2) 1 January 2005.

A first-time adopter is encouraged, but not required, to apply IFRS 2 to liabilities arising from share-based payment transactions that were settled before the date of transition to IFRSs. 
A first-time adopter is also encouraged, but not required, to apply IFRS 2 to liabilities that were settled before 1 January 2005. 
Insurance contracts (see IFRS 4 workbook)
A first-time adopter may apply the transitional provisions in IFRS 4. IFRS 4 restricts changes in accounting policies for insurance contracts, including changes made by a first-time adopter.

Changes in existing decommissioning, restoration and similar liabilities included in the cost of property, plant and equipment 
(see IAS 16 and IAS 37 workbooks)
IFRIC 1 requires specified changes in a decommissioning, restoration or similar liability to be added to, or deducted from, the cost of the asset to which it relates; the adjusted depreciable amount of the asset is then depreciated prospectively over its remaining useful life. 
A first-time adopter need not comply with these requirements for changes in such liabilities that occurred before the date of transition to IFRSs. 
If a first-time adopter uses this exemption, it shall: 

1. measure the liability as at the date of transition to IFRSs in accordance with IAS 37;

2. estimate the amount that would have been included in the cost of the related asset when the liability first arose, by discounting the liability to that date, using its best estimate of the historical risk-adjusted discount rate(s) that would have applied for that liability over the intervening period; and

3. calculate the accumulated depreciation on that amount, as at the date of transition to IFRSs, using the current estimate of the useful life of the asset, and the depreciation policy adopted under IFRSs.

	IAS 16 component approach - How far to go - IFRS News July 2004

We consider the component approach required by IAS 16 for the recognition and depreciation of property, plant and equipment (PPE). 

The component approach requires each element of a larger item of PPE with a cost significant to the total cost to be separately identified and depreciated (the ‘component requirement’). 
Once components have been identified and useful lives established, salvage values must be determined and depreciation methods chosen. If some of the separate elements have similar useful lives, they can be grouped for depreciation purposes. 
There is no exemption in IFRS 1 for first-time adopters. Companies in many industries will be challenged by this requirement as they adopt IFRS - often for very different reasons. 

The standard uses an aircraft as the example of an asset that needs to be componentised. This is an example that is intuitively understood and simple to account for. 
The aircraft body (air frame) and the engines are most often acquired from different manufacturers and have different maintenance requirements. The useful life of an aircraft engine is much shorter than the life of the airframe. 
Engines must be regularly replaced to meet air-worthiness criteria. The separate elements of cost at acquisition are apparent and can be used to allocate historical cost or fair value at the date of transition to IFRS. 

The separate identification of the engines as a component enables them to be depreciated over their useful life. The cost is then depreciated to nil or salvage value at the date of replacement. 
The remaining cost of the component is derecognised and the replacement components’ cost capitalised when the new engines are installed. 

Of course, real life for most preparers is not as straightforward as the accounting standards might imply. Management of a privatised utility, such as an urban water and sewage network, will have a much larger task on their hands. 

Any retail distribution network for a ‘utility’, such as water, power or landline telecommunications, will present a similar set of challenges. Many will have been founded and owned by government - often for decades. The network will self-evidently provide service (put water in, turn the tap, get water out). 
The details of the system in between may literally be buried underground, with documentation of cost and elements lost in the mists of time. The record may be further muddied by the privatisation itself - with a lump sum fair value being assigned to network assets. 
The company might have little practice of distinguishing between maintenance and enhancements or replacements that need to be capitalised. 

How can management practically apply the requirements of IAS 16 in these circumstances? A practical approach will involve the company’s engineers and operational personnel as well as accounting and finance staff. 
The elements of the system should be analysed - looking first at the major elements of the system, especially those that have high-value machinery associated with them. 
For example, a water company might identify the treatment facilities for sewage, major pumping stations, large aqueducts and reservoirs. 
Machinery scheduled for replacement or removal from service for refit is a good indicator of separate components. A company’s long-term capital budget can be a good source of data for this exercise. 

Following this exercise, management might look to find similar groups of assets that can be combined for depreciation purposes. This might be groups of similar high-voltage lines in an electricity transmission grid or an extended gas pipeline network with pipes of similar dimensions and age. 

Each identified component (asset or group of similar assets) is then assigned a depreciation method and an economic useful life, including consideration of technological obsolescence. 

The search for components could be carried down to the level of the pipe fittings and fixtures. However, IAS 16 does not seem to require this level of detail for most companies. The cost benefit of finding and maintaining that level of detailed information may not make it a worthwhile exercise. 

Management of most affected companies will find themselves between the two extremes of challenge. However, the requirements of the standard will bring most capital-intensive preparers within its scope. 
A few other examples of substantial fixed assets that will require component analysis are gas pipeline systems (compressors), steel mills (furnaces), ships (engines and refits), oil and chemical refineries (corrosive chemicals) and specialised factory buildings (clean rooms). 

IFRS 1 will require a ‘project-type’ exercise for first-time adopters that have not been using components. Management also will need to ensure that the financial accounting and internal control systems properly account for newly acquired assets as well as tracking the depreciation of all identified components. 



Leases (see IAS 17 workbook)
A first-time adopter may apply the transitional provisions in IFRIC 4. Therefore, a first-time adopter may determine whether an arrangement existing at the date of transition to IFRSs contains a lease on the basis of facts and circumstances existing at that date.

Fair value measurement of financial assets or financial liabilities 

The best evidence of the fair value of a financial instrument at initial recognition is the transaction price unless:

· the fair value of that instrument is evidenced by comparison with other observable current market transactions in the same instrument (ie without modification or repackaging) or 
· based on a valuation technique whose variables include only data from observable markets.

The subsequent measurement of the financial asset or financial liability and the subsequent recognition of gains and losses shall be consistent with the requirements of IFRS 1. 
The application at initial recognition may result in no gain or loss being recognised on the initial recognition of a financial asset or financial liability. 
In such a case, IAS 39 requires that a gain or loss shall be recognised after initial recognition only to the extent that it arises from a change in a factor (including time) that market participants would consider in setting a price.

Exceptions to retrospective application of other IFRSs 

IFRS 1 prohibits retrospective application of some aspects of other IFRSs relating to: 

1. derecognition of financial assets and financial liabilities; 

2. hedge accounting; 

3. estimates; and 

4. assets classified as held for sale and discontinued operations.

Derecognition of financial assets and financial liabilities 
(see IAS 32/39 workbook 2 – Derecognition)
If a first-time adopter derecognised non-derivative financial assets or non-derivative financial liabilities under its previous GAAP as a result of a transaction that occurred before 1 January 2004, it shall not recognise those assets and liabilities under IFRSs (unless they qualify for recognition as a result of a later transaction or event).

An undertaking may apply the derecognition requirements in IAS 39 retrospectively from any date, provided that the information needed was obtained at the time of initially accounting for those transactions.

Hedge accounting (see IAS 32/39 workbook 4 – Hedge Accounting)
As required by IAS 39, at the date of transition to IFRSs, an undertaking shall: 

1. measure all derivatives at fair value; and

2. eliminate all deferred losses and gains arising on derivatives that were reported under previous GAAP as if they were assets or liabilities.

An undertaking shall not reflect in its opening IFRS balance sheet a hedging relationship that does not qualify for hedge accounting under IAS 39 
	EXAMPLE – non-qualifying hedging relationships under IAS 39

In your portfolio you have hedging relationships:

-where the hedging instrument is a cash instrument or written option; 
-where the hedged item is a net position; and 
-where the hedge covers interest risk in a held-to-maturity investment). 
These do not qualify as hedging relationships under IAS 39.


However, if an undertaking designated a net position as a hedged item under previous GAAP, it may designate an individual item within that net position as a hedged item under IFRSs, provided that it does so no later than the date of transition to IFRSs.

If, before the date of transition to IFRSs, an undertaking had designated a transaction as a hedge but the hedge does not meet the conditions for hedge accounting in IAS 39, the undertaking applies IAS 39 to discontinue hedge accounting. 
Transactions entered into before the date of transition to IFRSs shall not be retrospectively designated as hedges.

	EXAMPLE – retrospectively designated as hedges
Your date of transition to IFRSs is 1st January 2XX3.

In 2XX2, you did not document any hedging relationships, but considered them to be hedges for operational purposes. 

These relationships cannot be retrospectively documented as hedges, and therefore they do not qualify as hedging relationships under IAS 39.


Estimates (see IAS 8 and IAS 10 workbooks) 
Estimates under IFRSs at the date of transition to IFRSs shall be consistent with estimates made for the same date under previous GAAP (after adjustments to reflect any difference in accounting policies), unless there is objective evidence that those estimates were in error.

An undertaking may receive information after the date of transition to IFRSs about estimates that it had made under previous GAAP. An undertaking shall treat that information in the same way as non-adjusting events after the balance sheet date under IAS 10. 
	EXAMPLE - revision of estimates

An undertaking’s date of transition to IFRSs is 1 January 2XX4 and new information on 15 July 2XX4 requires the revision of a bad debt provision estimate made under previous GAAP at 31 December 2XX3. 
The undertaking shall not reflect that new information in its opening IFRS balance sheet (unless the estimates need adjustment for any differences in accounting policies, or there is objective evidence that the estimates were in error). 
Instead, the undertaking shall reflect that new information in its income statement (or, if appropriate, other changes in equity) for the year ended 31 December 2XX4.

An undertaking may need to make estimates under IFRSs at the date of transition to IFRSs that were not required at that date under previous GAAP. 
To achieve consistency with IAS 10, those estimates under IFRSs shall reflect conditions that existed at the date of transition to IFRSs. 
In particular, estimates of market prices, interest rates or foreign exchange rates shall reflect market conditions at that date.




The same approach to estimates also applies to a comparative period presented in an undertaking’s first IFRS financial statements. References to the date of transition to IFRSs are replaced by references to the end of that comparative period.

Assets classified as held for sale and discontinued operations 

(see IFRS 5 workbook)
IFRS 5 requires that it shall be applied prospectively to non-current assets (or disposal groups) that meet the criteria to be classified as held for sale and operations that meet the criteria to be classified as discontinued after the effective date of the IFRS. 
IFRS 5 permits the application of the requirements of IFRS 1 to all non-current assets (or disposal groups) that meet the criteria to be classified as held for sale and operations that meet the criteria to be classified as discontinued after any date before the effective date of the IFRS, provided the valuations and other information needed to apply IFRS 1 were obtained at the time those criteria were originally met.
	EXAMPLE – Assets classified as held for sale and discontinued operations 

Your date of transition to IFRSs is 1st January 2XX3.

You have assets classified as held for sale and discontinued operations that were recognised and valued under your previous GAAP.

These qualify as the valuations and other information needed to apply IFRS 1 were obtained at the time of the classification.



An undertaking with a date of transition to IFRSs on or after 1 January 2005 shall apply IFRS 5 retrospectively.

Presentation and disclosure 

IFRS 1 does not provide exemptions from the presentation and disclosure requirements in other IFRSs.

Comparative information

To comply with IAS 1 Presentation of Financial Statements, an undertaking’s first IFRS financial statements shall include at least one year of comparative information under IFRSs.

Exemption from the requirement to restate comparative information for IAS 39 and IFRS 4 

In its first IFRS financial statements, an undertaking that adopts IFRSs before 1 January 2006 shall present at least one year of comparative information, but this comparative information need not comply with IAS 32, IAS 39 or IFRS 4. 
An undertaking that chooses to present comparative information that does not comply with IAS 32, IAS 39 or IFRS 4 in its first year of transition shall: 

1. apply the recognition and measurement requirements of its previous GAAP in the comparative information for financial instruments within the scope of IAS 32 and IAS 39 and for insurance contracts within the scope of IFRS 4;

2. disclose this fact together with the basis used to prepare this information; and

3. disclose the nature of the main adjustments that would make the information comply with IAS 32, IAS 39 and IFRS 4. The undertaking need not quantify those adjustments. 
However, the undertaking shall treat any adjustment between the balance sheets:

· at the comparative period’s reporting date (ie the balance sheet that includes comparative information under previous GAAP) and 
· at the start of the first IFRS reporting period (ie the first period that includes information that complies with IAS 32, IAS 39 and IFRS 4) 
as arising from a change in accounting policy and give the disclosures required by IAS 8 Accounting. 

In the case of an undertaking that chooses to present comparative information that does not comply with IAS 32, IAS 39 and IFRS 4, references to the ‘date of transition to IFRSs’ shall mean, in the case of those Standards only, the beginning of the first IFRS reporting period. 
	EXAMPLE- date of transition to IFRSs -2

You decide to publish IFRS statements for 2XX8 with comparatives for the years 2XX3-2XX7. Your comparative information does not comply with 
IAS 32, IAS 39 and IFRS 4.

Your date of transition to IFRSs is 1st January 2XX3, but 1st January 2XX8 for information provided under IAS 32, IAS 39 and IFRS 4.




Such undertakings are required to comply to provide additional disclosures when compliance with the specific requirements in IFRSs is insufficient to enable users to understand the impact of particular transactions, other events and conditions on the undertaking’s financial position and financial performance.

Use of fair value as deemed cost 

If an undertaking uses fair value in its opening IFRS balance sheet as deemed cost for an item of property, plant and equipment, an investment property or an intangible asset, the undertaking’s first IFRS financial statements shall disclose, for each line item in the opening IFRS balance sheet: 

1. the aggregate of those fair values; and

2. the aggregate adjustment to the carrying amounts reported under previous GAAP.
Designation of financial assets or financial liabilities 

An undertaking is permitted to designate a previously-recognised financial asset or financial liability as a financial asset or financial liability at fair value through profit, or loss or a financial asset as available for sale. 
The undertaking shall disclose the fair value of financial assets or financial liabilities designated into each category at the date of designation and their classification and carrying amount in the previous financial statements.

Exemption from the requirement to present comparative information for IFRS 6  (see IFRS 6 workbook)

An undertaking that adopts IFRSs before 1 January 2006 and chooses to adopt IFRS 6 Exploration for and Evaluation of Mineral Resources before 1 January 2006 need not apply the requirements of IFRS 6 to comparative information presented in its first IFRS financial statements.

Exemption from the requirement to provide comparative disclosures for IFRS 7  (see IFRS 7 workbook)

An undertaking that adopts IFRSs before 1 January 2006 and chooses to adopt IFRS 7 Financial Instruments: Disclosures in its first IFRS financial statements need not present the comparative disclosures required by IFRS 7 in those financial statements.

Historical summaries 

	IFRS 7 for a first-time adopter

Entity A will transition to International Financial Reporting Standards (IFRS) from its previous GAAP for the year ending 31 December 2007. It will present two years of comparative information so its date of transition will be 1 January 2005.
IFRS 7 is applicable for annual periods beginning on or after 1 January 2007 and so entity A will need to apply IFRS 7 to its first IFRS financial statements.

IFRS 1 provides relief for companies that adopt IFRS before 1 January 2006.
This relief exempts a first-time adopter from presenting the comparative disclosures required by IFRS 7 in its first IFRS financial statements.

Can A apply the exemption and not provide the IFRS 7 disclosures for 2005 or 2006?
No, entity A must provide IFRS 7 disclosures for all periods presented, including 2005 and 2006. The exemption only applies to first-time adopters whose date of adoption is before 1 January 2006 and who choose to early adopt IFRS 7. 
Entity A’s date of adoption of IFRS is 1 January 2007. It therefore does not qualify for the exemption.


Some undertakings present historical summaries of selected data for periods before the first period for which they present full comparative information under IFRSs or comparative information under previous GAAP as well as the comparative information required by IAS 1. 
IFRS 1 does not require such summaries to comply with the recognition and measurement requirements of IFRSs. 
In any financial statements containing historical summaries or comparative information under previous GAAP, an undertaking shall: 

1. label the previous GAAP information prominently as not being prepared under IFRSs; and

2. disclose the nature of the main adjustments that would make it comply with IFRSs. An undertaking need not quantify those adjustments.

	EXAMPLE- historical summaries

You decide to publish IFRS statements for 2XX8 with IFRS comparatives for the years 2XX6-2XX7. 

You also provided historical summaries of selected data for 2XX3-2XX5 produced under previous GAAP.

For the historical summaries of selected data for 2XX3-2XX5, you must:

1. label the previous GAAP information prominently as not being prepared under IFRSs; and

2. disclose the nature of the main adjustments that would make it comply with IFRSs. You need not quantify those adjustments.




Explanation of transition to IFRSs 

An undertaking shall disclose how the transition from previous GAAP to IFRSs affected its reported financial position, financial performance and cash flows.

Such disclosures are essential, in the first (annual) IFRS financial statements as well as in interim financial reports (if any), as they help users understand the impact and implications of the transition to IFRSs and how they need to change their analytical models to make the best use of information presented using IFRSs. 
The required disclosures relate to both: 

1. the most recent information published under previous GAAP, so that users have the most up-to-date information; and

2. the date of transition to IFRSs. 
This is an important focus of attention for users, preparers and auditors because the opening IFRS balance sheet is the starting point for accounting under IFRSs.

IFRS 1 requires reconciliations of equity and profit or loss. Users will also find it helpful to have information about the other adjustments that affect the opening IFRS balance sheet but do not appear in these reconciliations. 
As a reconciliation could be voluminous, IFRS 1 requires disclosure of narrative information about these adjustments, as well as about adjustments to the cash flow statement.

IFRS 1 states that the reconciliations should distinguish changes in accounting policies from the correction of errors. Both components are important and their disclosure should be required because: 

1. information about changes in accounting policies helps explain the transition to IFRSs.

2. information about errors helps users assess the reliability of financial information. Furthermore, a failure to disclose the effect of material errors would obscure the ‘results of the stewardship of management, or the accountability of management for the resources entrusted to it’. 

For impairment losses (and reversals) recorded in preparing the opening IFRS balance sheet, IFRS 1 requires the disclosures that IAS 36 would require, if those impairment losses (and reversals) were recognised during the period starting with the date of transition to IFRSs. 
There is inevitably subjectivity about impairment losses. This disclosure provides transparency about impairment losses recorded on transition to IFRSs. These losses might otherwise receive less attention than impairment losses recorded in earlier or later periods.

	Recognition of impairment on transition 

Issue

Entity C will prepare its first IFRS financial statements for the year ending 31 December 2004.The date of transition to IFRS will be 1 January 2003 and the opening IFRS balance sheet will be prepared as at that date.

C has previously applied US GAAP and has tested its long-lived assets for impairment in accordance with SFAS 121.The US standard requires that assets are first tested for impairment by reference to undiscounted cashflows.

There were indications that some assets might be impaired at 31 December 2002, but C did not record any impairment in its US GAAP financial statements as a result of applying SFAS 121.

What adjustments might be required for the opening IFRS balance sheet in respect of impairment of assets?

Solution

Entity C should test the long-lived assets for which there is evidence of impairment at the date of transition using the guidance in IAS 36.

IAS 36 requires that assets are tested for impairment using discounted cash flows. When C applies IAS 36 it might identify an impairment that did not exist under US GAAP. 
The impairment should be recognised on the opening IFRS balance sheet, with a corresponding adjustment to reduce retained earnings. The disclosures required by IAS 36 should be given in the first IFRS financial statements.


IFRS 1 requires disclosures about the use of fair value as deemed cost. Although the adjustment arising from the use of this exemption appears in the reconciliations, this more-specific disclosure highlights it. 
Furthermore, this exemption differs from the other exemptions that might apply for property, plant and equipment (previous GAAP revaluation or event-driven fair value measurement). The latter two exemptions do not lead to a restatement on transition to IFRSs because they apply only if the measurement was already used in previous GAAP financial statements.
Reconciliations 

To explain the transition, an undertaking’s first IFRS financial statements shall include: 

1. reconciliations of its equity reported under previous GAAP to its equity under IFRSs for both of the following dates:

i. the date of transition to IFRSs; and

ii. the end of the latest period presented in the undertaking’s most recent annual financial statements under previous GAAP;
	EXAMPLE- reconciliations of its equity 
You decide to publish IFRS statements for 2XX8 with comparatives for the years 2XX3-2XX7. 

Your date of transition to IFRSs is 1st January 2XX3. 

You will require reconciliations of its equity reported under previous GAAP to its equity under IFRSs for both of the following dates:

1st January 2XX3 and 31st December 2XX8.




2. a reconciliation of the profit or loss reported under previous GAAP for the latest period in the undertaking’s most recent annual financial statements to its profit or loss under IFRSs for the same period; and

3. if the undertaking recorded (or reversed) any impairment losses for the first time in preparing its opening IFRS balance sheet, the disclosures that IAS 36 would have required if the undertaking had recognised those impairment losses or reversals in the period beginning with the date of transition to IFRSs. 

These reconciliations shall give sufficient detail (and narrative) to enable users to understand the material adjustments to the balance sheet and income statement. 
If an undertaking presented a cash flow statement under its previous GAAP, it shall also explain the material adjustments to the cash flow statement.

If an undertaking becomes aware of errors made under previous GAAP, these reconciliations shall distinguish the correction of those errors from changes in accounting policies.

IAS 8 does not deal with changes in accounting policies that occur when an undertaking first adopts IFRSs. Therefore, IAS 8’s requirements for disclosures about changes in accounting policies do not apply in an undertaking’s first IFRS financial statements.

If an undertaking did not present financial statements for previous periods, its first IFRS financial statements shall disclose that fact.

Multiple choice questions

1. IFRS 1 requires an undertaking to do the following in the opening IFRS balance sheet that it prepares as a starting point for its accounting under IFRSs: 

i. recognise all assets and liabilities whose recognition is required by IFRSs;

ii. not recognise items as assets or liabilities if IFRSs do not permit such recognition;

iii. reclassify items that it recognised under previous GAAP as one type of asset, liability or component of  equity, but are a different type of asset, liability or component of equity under IFRSs; 
iv. apply IFRSs in measuring all recognised assets and liabilities;

v.  deduct goodwill from equity.
1. i

2. i-ii

3. i-iii

4. i-iv

5. i-v
2. The objective of IFRS 1 is to ensure that an undertaking’s first IFRS financial statements, and its interim financial reports for part of the period covered by those financial statements, contain high quality information that: 

1. is transparent for users and comparable over all periods presented;

2. provides a suitable starting point for accounting under IFRSs; 

3. can be generated at a cost that does not exceed the benefits to users;

4. can be generated more quickly than under previous GAAP.
1. i

2. i-ii

3. i-iii

4. i-iv

3.  You decide to publish IFRS statements for 2XX8 with comparatives for the years 2XX3-2XX7.

Your date of transition to IFRSs is 

1. 1st January 2XX3.

2. 1st January 2XX7.

3. 1st January 2XX8.
4. You decide to publish IFRS statements for 2XX8 with comparatives for the years 2XX3-2XX7. In them you make an explicit and unreserved statement of compliance with IFRSs.
Your first IFRS financial statements are for 

1. 2XX3.

2. 2XX7.

3. 2XX8.

5. You decide to publish IFRS statements for 2XX8 with comparatives for the years 2XX3-2XX7. In them you make an explicit and unreserved statement of compliance with IFRSs.
Your first IFRS reporting period is the year ending:

1. 2XX3.

2. 2XX7.

3. 2XX8.

6. You decide to publish IFRS statements for 2XX8 with comparatives for the years 2XX3-2XX7.

Your opening IFRS balance sheet is the balance sheet of 1st January:

1. 2XX3.

2. 2XX7.

3. 2XX8.

7. You decide to publish IFRS statements for 2XX8 with comparatives for the years 2XX3-2XX7. In them you make an explicit and unreserved statement of compliance with IFRSs. No interim financial reports are produced.

Your first IFRS reporting date is the 31st December:

1. 2XX3.

2. 2XX7.

3. 2XX8.

8. You decide to publish IFRS statements for 2XX8 with comparatives for the years 2XX3-2XX7. 

You also produce an interim financial report for January to June 2XX8. In it you make an explicit and unreserved statement of compliance with IFRSs.
Do you apply IFRS 1 to your interim financial report?

1. Yes.

2. No.

3. You have an option to do so.

9. You decide to publish IFRS statements for 2XX8 with comparatives for the years 2XX3-2XX7. In them you make an explicit and unreserved statement of compliance with IFRSs. No interim financial reports are produced.

The 2XX3-2XX7 figures come from management accounts that had been seen only by your directors.

Your first IFRS financial statements are for:

1. 2XX3.

2. 2XX7.

3. 2XX8.

10. If, for example, the undertaking: 

. presented its most recent previous financial statements:

i. under national requirements that are not consistent with IFRSs in all respects;

ii. in conformity with IFRSs in all respects, except that the financial statements did not contain an explicit and unreserved statement that they complied with IFRSs;

iii. containing an explicit statement of compliance with some, but not all, IFRSs;

iv. under national requirements inconsistent with IFRSs, using some individual IFRSs to account for items for which national requirements did not exist; or

v. under national requirements, with a reconciliation of some amounts to the amounts determined under IFRSs; 

would those financial statements count as the first IFRS financial statements?

1. Yes.

2. No.

3. Maybe.
11. When an undertaking: 

i. stops presenting financial statements under national requirements, having previously presented them as well as a second set of financial statements that contained an explicit and unreserved statement of compliance with IFRSs; 

ii. presented financial statements in the previous year under national requirements and those financial statements contained an explicit and unreserved statement of compliance with IFRSs; or

iii. presented financial statements in the previous year that contained an explicit and unreserved statement of compliance with IFRSs, even if the auditors qualified their audit report on those financial statements.
1.  IFRS 1 applies;

2.  IFRS 1 does not apply;

3.  IFRS 1 may apply.
12. For changes in accounting policies made by an undertaking that already applies IFRSs:
1.  IFRS 1 applies;

2.  IFRS 1 does not apply;

3.  IFRS 1 may apply.
13. You decide to publish IFRS statements for 2XX8 with comparatives for the years 2XX3-2XX7. In them you make an explicit and unreserved statement of compliance with IFRSs.
Your accounting policies for all years should be those applicable to 

1. 2XX3

2. Each year presented.

3. 2XX8.

14. For the following exemptions : 

-business combinations;
-fair value or revaluation as deemed cost; 

-staff benefits; 

-cumulative translation differences; 

-compound financial instruments; 

-assets and liabilities of subsidiaries, associates and joint ventures;
-designation of previously-recognised financial instruments; 

-share-based payment transactions; 

-insurance contracts; 

-decommissioning liabilities included in the cost of property, plant and equipment; 

-leases;
-fair value measurement of financial assets or financial liabilities at initial recognition; and 
-a financial asset or an intangible asset accounted for in accordance with IFRIC 12 Service Concession Arrangements.

1. A first-time adopter may elect to use one or more;

2. A first-time adopter must choose one;

3. A first-time adopter must use all;

4. A first-time adopter may use none.

15. Under your previous GAAP, you revalued your property using an independent valuation. You have been advised that the values have not materially changed at the date of transition to IFRSs.

1. You may use these valuations as deemed cost under IFRS;

2. You must use these valuations as deemed cost under IFRS; 

3. You may not use these valuations as deemed cost under IFRS.

16. Under your previous GAAP, you revalued various assets using an independent valuation immediately prior to a listing on the stock exchange. 

You have been advised that the values have not materially changed at the date of transition to IFRSs.

1. You may use these valuations as deemed cost under IFRS;

2. You must use these valuations as deemed cost under IFRS; 

3. You may not use these valuations as deemed cost under IFRS.

17. If a subsidiary may use as its accounting policy the cost model in IAS 16 Property, Plant and Equipment, the group 
1. must use the cost model;

2. must use the revaluation model;

3. may use either.

18. Your date of transition to IFRSs is 1st January 2XX3.

In 2XX2, you did not document any hedging relationships, but considered them to be hedges for operational purposes. 

1. You may use these hedges under IFRS;

2. You must use these hedges under IFRS; 

3. You may not use these hedges.

19. An undertaking’s date of transition to IFRSs is 1 January 2XX4 and new information on 15 July 2XX4 requires the revision of a bad debt provision estimate made under previous GAAP at 31 December 2XX3. 
1. The undertaking shall reflect that new information in its opening IFRS balance sheet;

2.  The undertaking shall reflect that new information in its income statement (or, if appropriate, other changes in equity) for the year ended 31 December 2XX4;

3. The undertaking shall ignore that information as it only applies to previous GAAP.

20. Your date of transition to IFRSs is 1st January 2XX3.

You have assets classified as held for sale and discontinued operations that were recognised and valued under your previous GAAP.

1. You may use these valuations as deemed cost under IFRS;

2. You must use these valuations as deemed cost under IFRS; 

3. You may not use these valuations as deemed cost under IFRS.

21. You decide to publish IFRS statements for 2XX8 with comparatives for the years 2XX3-2XX7. Your comparative information does not comply with IAS 32, IAS 39 and IFRS 4.

Your date of transition to IFRSs is:

1. 1st January 2XX3;

2. 1st January 2XX3, but 1st January 2XX8 for information provided under IAS 32, IAS 39 and IFRS 4;

3.  1st January 2XX8.

22. You decide to publish IFRS statements for 2XX8 with comparatives for the years 2XX3-2XX7. 

Your date of transition to IFRSs is 1st January 2XX3. 

You will require reconciliations of its equity reported under previous GAAP to its equity under IFRSs for:

1. 1st January 2XX3;

2. 31st December 2XX8;

3. Both 1st January 2XX3 and 31st December 2XX8.

Answers to multiple choice questions

	Question 
	Answer

	1. 
	4

	2. 
	3

	3. 
	1

	4. 
	3

	5. 
	3

	6. 
	1

	7. 
	3

	8. 
	1

	9. 
	3

	10. 
	2

	11. 
	2

	12. 
	2

	13. 
	3

	14. 
	1

	15. 
	1

	16. 
	1

	17. 
	3

	18. 
	3

	19. 
	2

	20. 
	1

	21. 
	2

	22. 
	3


APPENDIX 1 - Interim financial reports 

(see IAS 34 workbook)

IAS 34 states that the interim financial report is ‘intended to provide an update on the latest complete set of annual financial statements’. Thus, IAS 34 requires less disclosure in interim financial statements than IFRSs require in annual financial statements. 
A first-time adopter’s first interim financial report under IAS 34 should include sufficient information to enable users to understand how the transition to IFRSs affected the previously reported annual, as well as interim, figures.
If an undertaking presents an interim financial report under IAS 34 for part of the period covered by its first IFRS financial statements, the undertaking shall satisfy the following requirements, in addition to the requirements of IAS 34: 

1. Each such interim financial report shall, if the undertaking presented an interim financial report for the comparable interim period of the immediately preceding financial year, include reconciliations of:

i. its equity under previous GAAP at the end of that comparable interim period to its equity under IFRSs at that date; and

ii. its profit or loss under previous GAAP for that comparable interim period 
(current and year-to-date) to its profit or loss under IFRSs for that period.

	EXAMPLE- equity and profit reconciliations - interim financial report
You decide to publish IFRS statements for 2XX8 and an interim financial report for the 6 months to 30th June 2XX8. 

Your comparable interim period of the 6 months to 30th June 2XX7 was produced under previous GAAP.

You will require reconciliations of equity and profit between the two sets of figures.




2. In addition to the reconciliations required by (1), an undertaking’s first interim financial report for part of the period covered by its first IFRS financial statements shall include the reconciliations listed in the above section (Reconciliations) or a cross-reference to another published document that includes these reconciliations. 

IAS 34 requires minimum disclosures, which are based on the assumption that users of the interim financial report also have access to the most recent annual financial statements. However, IAS 34 also requires an undertaking to disclose ‘any events or transactions that are material to an understanding of the current interim period’. 
Therefore, if a first-time adopter did not, in its most recent annual financial statements under previous GAAP, disclose information material to an understanding of the current interim period, its interim financial report shall disclose that information, or include a cross-reference to another published document that includes it.

APPENDIX 2 - Business combinations 
(see IFRS 3 workbook)

A first-time adopter may elect not to apply IFRS 3 Business Combinations retrospectively to past business combinations (business combinations that occurred before the date of transition to IFRSs). 
This exemption also applies to past acquisitions of investments in associates and of interests in joint ventures. 
However, if a first-time adopter restates any business combination to comply with IFRS 3, it shall restate all later business combinations and shall also apply IAS 36 Impairment of Assets and IAS 38 Intangible Assets from that same date. 
	EXAMPLE – restatement of  a business combination 
As a first-time adopter, you elect to restate a business combination that occurred on 30th June 2XX2. 
You must restate all business combinations that occurred between 30th June 2XX2 and the date of transition to IFRSs, and also apply IAS 36 and IAS 38 from 30th June 2XX2.


An undertaking need not apply IAS 21 (The Effects of Changes in Foreign Exchange Rates) retrospectively to fair value adjustments and goodwill arising in business combinations that occurred before the date of transition to IFRSs. 
If the undertaking does not apply IAS 21 retrospectively to those fair value adjustments and goodwill, it shall treat them as assets and liabilities of the undertaking rather than as assets and liabilities of the acquiree. 
Therefore, those goodwill and fair value adjustments either are already expressed in the undertaking’s functional currency or are non-monetary foreign currency items, which are reported using the exchange rate applied under previous GAAP.

An undertaking may apply IAS 21 retrospectively to fair value adjustments and goodwill arising in either: 

1. all business combinations that occurred before the date of transition to IFRSs; or

2. all business combinations that the undertaking elects to restate to comply with IFRS 3. 

If a first-time adopter does not apply IFRS 3 retrospectively to a past business combination, this has the following consequences for that business combination: 

1. The first-time adopter shall keep the same classification (as an acquisition by the legal acquirer, a reverse acquisition by the legal acquiree, or a uniting of interests) as in its previous GAAP financial statements.

	EXAMPLE – same classification as in previous GAAP financial statements
You accounted for a merger as a uniting of interests (no longer allowed under IFRS) as in previous GAAP financial statements.

You may continue to do so under IFRS, unless you restate earlier business combinations.




2. The first-time adopter shall recognise all its assets and liabilities at the date of transition to IFRSs that were acquired or assumed in a past business combination, other than:

i. some financial assets and financial liabilities derecognised under previous GAAP; and 

ii. assets, including goodwill, and liabilities that were not recognised in the acquirer’s consolidated balance sheet under previous GAAP and also would not qualify for recognition under IFRSs in the separate balance sheet of the acquiree. 

The first-time adopter shall recognise any resulting change by adjusting retained earnings (or, if appropriate, another category of equity), unless the change results from the recognition of an intangible asset that was previously subsumed within goodwill. 

3. The first-time adopter shall exclude from its opening IFRS balance sheet any item recognised under previous GAAP that does not qualify for recognition as an asset or liability under IFRSs. The first-time adopter shall account for the resulting change as follows:

i. the first-time adopter may have classified a past business combination as an acquisition and recognised as an intangible asset an item that does not qualify for recognition as an asset under IAS 38.
It shall reclassify that item (and, if any, the related deferred tax and minority interests) as part of goodwill (unless it deducted goodwill directly from equity under previous GAAP). 
ii. the first-time adopter shall recognise all other resulting changes in retained earnings. {note: Such changes include reclassifications from or to intangible assets if goodwill was not recognised under previous GAAP as an asset. This arises if, under previous GAAP, the undertaking (a) deducted goodwill directly from equity or (b) did not treat the business combination as an acquisition.} 

4. IFRSs require subsequent measurement of some assets and liabilities on a basis that is not based on original cost, such as fair value. The first-time adopter shall measure these assets and liabilities on that basis in its opening IFRS balance sheet, even if they were acquired or assumed in a past business combination. 
It shall recognise any resulting change in the carrying amount by adjusting retained earnings (or, if appropriate, another category of equity), rather than goodwill.

5. Immediately after the business combination, the carrying amount under previous GAAP of assets acquired and liabilities assumed in that business combination shall be their deemed cost under IFRSs at that date. 
If IFRSs require a cost-based measurement of those assets and liabilities at a later date, that deemed cost shall be the basis for cost-based depreciation or amortisation from the date of the business combination.

6. If an asset acquired, or liability assumed, in a past business combination was not recognised under previous GAAP, it does not have a deemed cost of zero in the opening IFRS balance sheet. 
Instead, the acquirer shall recognise and measure it in its consolidated balance sheet on the basis that IFRSs would require in the balance sheet of the acquiree. 
	EXAMPLE- asset acquired, or liability assumed, in a past business combination was not recognised under previous GAAP
If the acquirer had not, under its previous GAAP, capitalised finance leases acquired in a past business combination, it shall capitalise those leases in its consolidated financial statements, as IAS 17 Leases would require the acquiree to do in its IFRS balance sheet. 


Conversely, if an asset or liability was subsumed in goodwill under previous GAAP but would have been recognised separately under IFRS 3, that asset or liability remains in goodwill unless IFRSs would require its recognition in the financial statements of the acquiree.
7. The carrying amount of goodwill in the opening IFRS balance sheet shall be its carrying amount under previous GAAP at the date of transition to IFRSs, after the following three adjustments:

i. The first-time adopter shall increase the carrying amount of goodwill when it reclassifies an item that it recognised as an intangible asset under previous GAAP. 
Similarly, if IFRS 1 requires the first-time adopter to recognise an intangible asset that was subsumed in recognised goodwill under previous GAAP, the first-time adopter shall decrease the carrying amount of goodwill accordingly (and, if applicable, adjust deferred tax and minority interests). 

ii. A contingency affecting the amount of the purchase consideration for a past business combination may have been resolved before the date of transition to IFRSs. 
If a reliable estimate of the contingent adjustment can be made and its payment is probable, the first-time adopter shall adjust the goodwill by that amount. Similarly, the first-time adopter shall adjust the carrying amount of goodwill if a previously recognised contingent adjustment can no longer be measured reliably, or its payment is no longer probable.

iii. Regardless of whether there is any indication that the goodwill may be impaired, the first-time adopter shall apply IAS 36 in testing the goodwill for impairment at the date of transition to IFRSs and in recording any resulting impairment loss in retained earnings (or, if so required by IAS 36, in revaluation surplus). 
The impairment test shall be based on conditions at the date of transition to IFRSs. 

8. No other adjustments shall be made to the carrying amount of goodwill at the date of transition to IFRSs. For example, the first-time adopter shall not restate the carrying amount of goodwill:

i. to exclude in-process research and development acquired in that business combination (unless the related intangible asset would qualify for recognition under IAS 38 in the balance sheet of the acquiree);

ii. to adjust previous amortisation of goodwill;

iii. to reverse adjustments to goodwill that IFRS 3 would not permit, but were made under previous GAAP due to adjustments to assets and liabilities between the date of the business combination and the date of transition to IFRSs.

9. If the first-time adopter recognised goodwill under previous GAAP as a deduction from equity:

i. it shall not recognise that goodwill in its opening IFRS balance sheet. Furthermore, it shall not transfer that goodwill to the income statement if it disposes of the subsidiary, or if the investment in the subsidiary becomes impaired. 

ii. adjustments resulting from the subsequent resolution of a contingency affecting the purchase consideration shall be recognised in retained earnings.

	EXAMPLE- recognised goodwill under previous GAAP as a deduction from equity 

Under previous GAAP, goodwill has been deducted from equity.

This is not permitted under IFRS.

However, it will not be changed under IFRS for a first-time adopter.

As a result:

i. you shall not transfer that goodwill to the income statement if you dispose of the subsidiary, or if the investment in the subsidiary becomes impaired. 

ii. adjustments resulting from the subsequent resolution of a contingency affecting the purchase consideration shall be recognised in retained earnings.




10. Under its previous GAAP, the first-time adopter may not have consolidated a subsidiary acquired in a past business combination (for example, because the parent did not regard it as a subsidiary under previous GAAP or did not prepare consolidated financial statements). 
The first-time adopter shall adjust the carrying amounts of the subsidiary’s assets and liabilities to the amounts that IFRSs would require in the subsidiary’s balance sheet. The deemed cost of goodwill equals the difference at the date of transition to IFRSs between:

i. the parent’s interest in those adjusted carrying amounts; and

ii. the cost in the parent’s separate financial statements of its investment in the subsidiary.

11. The measurement of minority interests and deferred tax follows from the measurement of other assets and liabilities. Therefore, the above adjustments to recognised assets and liabilities affect minority interests and deferred tax.

Business combinations - adjustments to deemed cost
Although IFRS 1 treats amounts assigned under previous GAAP to goodwill and other assets acquired and liabilities assumed in a past business combination as their deemed cost under IFRSs at the date of the business combination, an undertaking needs to adjust their carrying amounts in its opening IFRS balance sheet, as follows. 

1. Assets and liabilities measured under IFRSs at fair value or other forms of current value: remeasure to fair value or that other current value.

2. Assets (other than goodwill) and liabilities for which IFRSs apply a cost-based measurement: adjust the accumulated depreciation or amortisation since the date of the business combination if it does not comply with IFRSs. 
Depreciation is based on deemed cost, which is the carrying amount under previous GAAP immediately following the business combination. 

3. Assets (other than goodwill) and liabilities not recognised under previous GAAP: measure on the basis that IFRSs would require in the separate balance sheet of the acquiree.

4. Items that do not qualify for recognition as assets and liabilities under IFRSs: eliminate from the opening IFRS balance sheet.

Exemptions from other IFRSs 

An undertaking may elect to use one or more of the following exemptions: 

1. business combinations; 

2. fair value or revaluations as deemed cost; 

3. staff benefits; 

4. cumulative translation differences; 

5. compound financial instruments; 

6. assets and liabilities of subsidiaries, associates and joint ventures; 

7. designation of previously recognised financial instruments; and 

8. share-based payment transactions. 

Business combinations - Fair value or revaluation as deemed cost 

IFRS 1 restricts the use of fair value as deemed cost to those assets for which reconstructing costs is likely to be of limited benefit to users and particularly onerous: 
-property, plant and equipment, 
-investment property (if an undertaking elects to use the cost method in IAS 40 Investment Property) and 
-intangible assets that meet restrictive criteria.
IFRIC 1 Changes in Existing Decommissioning, Restoration and Similar Liabilities requires specified changes in decommissioning, restoration and similar liabilities to be added to, or deducted from, the cost of the assets to which they relate, and the adjusted depreciable amount to be depreciated prospectively over the remaining useful life of those assets. 
Retrospective application of this requirement at the date of transition would require an undertaking to construct a historical record of all such adjustments that would have been made in the past. In many cases this will not be practicable. 
As an alternative to complying with this requirement, an undertaking is permitted to include in the depreciated cost of the asset, at the date of transition to IFRSs, an amount calculated by discounting the liability at that date back to, and depreciating it from, when the liability was first incurred.

Effective dates 

An undertaking applies IFRIC 1 Changes in Existing Decommissioning, Restoration and Similar Liabilities on or after 1 September 2004.

An undertaking applies the amendments to IAS 39 Financial Instruments: Recognition and Measurement— Transition and Initial Recognition of Financial Assets and Financial Liabilities on or after 1 January 2005.

An undertaking applies IFRIC 4 Determining whether an Arrangement contains a Lease, IFRS 6 Exploration for and Evaluation of Mineral Resources and the amendments to IAS 19 Employee Benefits— Actuarial Gains and Losses, Group Plans and Disclosures on or after 1 January 2006.

An undertaking shall apply the amendments in paragraphs 9, 12(a), 13(m) and 25H for annual periods beginning on or after 1 January 2008. An undertaking applies IFRIC 12 on or after 1 January 2008.
Borrowing costs

A first-time adopter may apply the transitional provisions set out in paragraphs 27 and 28 of IAS 23 Borrowing Costs, as revised in 2007. In those paragraphs references to the effective date shall be interpreted as 1 January 2009 or the date of transition to IFRSs, whichever is later.

An entity shall apply the amendments in paragraphs 13(n) and 25I for annual periods beginning on or after 1 January 2009. If an entity applies IAS 23 for an earlier period, these amendments shall be applied for that earlier period.

This publication has been produced with the assistance of the European Union. The contents of this publication are the sole responsibility of ZAO “PricewaterhouseCoopers”, FBK and European Savings Bank Group and can in no way be taken to reflect the views of the European Union.
� HYPERLINK "http://www.accountingreform.ru" ��This� Project is funded by EU









































�








� HYPERLINK "http://www.banks2ifrs" ��www.banks2ifrs�.ru ruru 

















PAGE  
3
	www.banks2ifrs.ru 
	



