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4Conceptual Framework at a glance

What is it?

 Underpins 
developing and applying 

IFRS Standards


Priority
project identified in the 

Agenda Consultations

What changed?


Updated
concepts that will result in 

better IFRS Standards 
Q1 2018
expect to publish 

Conceptual Framework 

and update references in 

IFRS Standards

Why did we revise it?

What happens next?



5What is new?


Clarified 
objective and qualitative 

characteristics 
New
reporting entity, 

presentation & disclosure, 

derecognition and 

measurement

 Updated
elements and recognition 

To be continued
distinction between 

liabilities and equity



6How did we get feedback?


Publications 
Discussion Paper and 

Exposure Drafts 
Outreach
over 260 meetings and 

other events


Consultative group
Accounting Standards 

Advisory Forum


Effects analysis
definitions of elements 

and effects on preparers
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Objective and qualitative 
characteristics
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Objective of general purpose financial 
reporting

Assess the prospects for future 
net cash inflows 

Assess management’s 
stewardship of the entity’s 

resources

Provide financial information useful in making decisions

Buy, hold or sell
Provide or settle 

loans

Vote and 
influence 

management

Resources and claims and 

changes in them

How efficiently/effectively 

management discharges its 

responsibilities

To make those assessments users need information about



9Qualitative characteristics

Relevance

Capable of making a difference 
to the decisions made by users

Faithful representation

Useful financial information

Enhancing characteristics
Comparability • Verifiability • Timeliness • Understandability

Cost constraint

Measurement 
uncertainty

Substance of the phenomena

Prudence

Complete, neutral, free from error



10The role of prudence

• Exercise of caution 

under the conditions of 

uncertainty

IFRS Standards may 
sometimes treat assets 
(income) differently from 

liabilities (expenses) if that 
results in most useful 

information

Prudence supports faithful representation

Consistent with neutrality
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Elements of financial 
statements and 

recognition criteria

Copyright © IFRS Foundation. All rights reserved



12Asset definition

Revised Conceptual 
Framework

Existing Conceptual 
Framework

Resource

Controlled by the entity

As a result of past events

Expected inflow of 
economic benefits 

Present economic 
resource

Controlled by the entity

As a result of past events

Potential to produce 
economic benefits

A right



13Liability definition

Revised Conceptual 
Framework

Existing Conceptual 
Framework

Present obligation

As a result of past events

Expected outflow of 
economic benefits 

Present obligation

As a result of past events

Transfer of an economic 
resource

No practical ability to 
avoid the transfer



14Recognition criteria – issues considered

Relevance

Existence uncertainty

Low probability of economic 
benefits

Faithful representation

Measurement uncertainty

Other factors

Meet the definition of an element of financial statements

Cost constraint

Separability
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Example 1
Production process

• An entity has developed an efficient process for producing a 

new material.  The entity has not yet patented the process, but 

has successfully kept it secret. The process has the potential 

to produce significant economic benefits for the entity.  

• The material is not yet in commercial production, so economic 

benefits are highly uncertain—the range of possible outcomes 

is extremely wide and the likelihood of each outcome is 

exceptionally difficult to estimate. 

Does the entity have an asset?
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Example 1
Production process

Criterion Met?

Right

Potential to produce economic benefits

Controlled by the entity

As a result of past events

Does the entity have an asset?











Decide at Standards level if the asset is recognised
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Example 2
Threshold levy

• A government charges levies on entities that generate revenue 

in excess of CU50 million in a calendar year.  The levy rate is 

two per cent of the revenue in excess of CU50 million. 

• An entity generates revenue from profitable activities evenly 

through the year.  Its 20X1 revenue reaches CU50 million on 

17 July 20X1. The entity’s reporting period ends on 30 June 

20X1.  

Does the entity have a liability on 30 June 20X1 for the 
20X1 levy?

IFRIC Interpretation 21 Levies Illustrative Example 4
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Example 2
Threshold levy

Criterion Met?

Transfer of an economic resource

No practical ability to avoid

As a result of past events

Does the entity have a liability?



Likely 

Standards level

Standards level
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Measurement
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20Measurement bases

Historical cost

Derived from transaction or other 
event that gave rise to the asset or 

liability

Current value

Updated to reflect conditions on 
the measurement date

Information about changes in 
prices and other factors

Information about margins

Amortised cost Fair value

Value in use

Fulfilment value

Current cost



21Selecting a measurement basis

Relevance

Characteristics of the asset or 
liability

Contribution to future cash flows

Faithful representation

Measurement inconsistency 
(‘accounting mismatch’)

Measurement uncertainty

Information in both the statement of financial position and the statement(s) of 
financial performance

Enhancing qualitative characteristics and cost constraint



22

Selecting a measurement basis
Example 1

• An airline’s right-of-use asset of an aircraft arising from 

a fixed term lease contract with fixed payments

Relevant measurement basis?

Faithful representation of economic phenomena?

Characteristics

Contribution to cash flows
Historical cost

Accounting mismatch

Measurement uncertainty

Not in fact pattern

Fixed cash outflow

IFRS 16 Leases: a right-of-use asset is measured at cost
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Selecting a measurement basis
Example 2

• Plain vanilla bond traded in an active market and 

managed within the ‘hold and sell’ business model

Relevant measurement basis?

Faithful representation of economic phenomena?

Characteristics

Contribution to cash flows

Historical cost and 

current value

Accounting mismatch

Measurement uncertainty

Not in fact pattern

Traded bond

IFRS 9 Financial Instruments: fair value through OCI (fair value in the 

statement of financial position, amortised cost in profit or loss)
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Selecting a measurement basis
Example 3

• Performance obligation arising from a contract with a 

customer. There is a penalty for a delayed delivery.

Relevant measurement basis?

Faithful representation of economic phenomena?

Characteristics

Contribution to cash flows
Historical cost

Accounting mismatch

Measurement uncertainty

Not in fact pattern

Yes due to penalty

IFRS 15 Revenue from Contracts with Customers: transaction 

price including variable consideration if highly probable



25

Selecting a measurement basis
Example 4

• Issued plain vanilla bond subject to the same interest 

rate risk as a related asset measured at FVPL

Relevant measurement basis?

Faithful representation of economic phenomena?

Characteristics

Contribution to cash flows
Historical cost

Accounting mismatch

Measurement uncertainty

Related assets

Plain vanilla bond

IFRS 9 Financial Instruments: entities may designate financial 

liabilities at FVPL if there is an accounting mismatch 
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Profit or loss and other 
comprehensive income
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27Profit or loss and OCI at a glance

Relevance 

Profit or loss

Faithful representation

Other comprehensive 
income

Classification into profit or loss and OCI and recycling

Only the Board can make decisions on OCI and recycling

Primary source of information 
about performance

Exceptional circumstances

Default location for income 
and expenses

Only changes in current 
values of assets and liabilities



28Profit or loss

20X7 20X6

Revenue from customers 234,439 212,367

Cost of sales (112,764) (106,259)

… … …

Taxes (21,546) (20,587)

… … …

Profit (loss) for the year 18,897 16,763

Income and expenses at 
historical cost always in 
profit or loss, including 

when separately 
identified in a change in 

current value

Statement of profit or loss
Primary, but not the only, 

source of information about 
financial performance for the 

period 

Income and expenses 
are included in profit 

or loss unless 
exclusion enhances 
relevance or faithful 

representation

Required 
total or 
subtotal



29

20X7 20X6

Profit (loss) for the year 18,897 16,763

Currency translation 68 (51)

FV adjustment cash flow hedging (2,764) 6,259

… … …

Taxes (215) 87

Other comprehensive income for the year (2,546) 4,253

Total comprehensive income for the year 16,351 21,016

Other comprehensive income

Statement of comprehensive income

Income and expenses 
included in OCI are 
recycled when that 

enhances relevance or 
faithful representation

Income and 
expenses are 

included in 
OCI only if that 

enhances 
relevance or 

faithful 
representation

Only qualifying 
changes in 

current values of 
assets and 
liabilities
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Keep up to date

IFRS Foundation

www.ifrs.org

IFRS Foundation

@IFRSFoundation

Comment on our work

go.ifrs.org/comment


