
The following topics, among others, were discussed by the IASB during the meetings held on 12 to 15 and 
27 April 2011. Please note that there was no meeting of the IFRS Interpretations Committee in the month 
of April 2011: 

Financial crisis 
 Financial Instruments— impairment: The IASB discussed feedback from the outreach activities 

and comment letters on the supplementary document Financial Instruments: Impairment. The IASB tenta-
tively decided that interest income should be determined by applying the effective interest rate to an 
amortised cost balance that is not reduced for credit impairment; that the measurement of expected 
losses should reflect the effect of discounting (although various method may be used to calculate this 
amount); and that the unwinding of the discount should be accounted for in the impairment losses line 
item. 

 Financial Instruments— hedge accounting: At the meetings held on 12 to 15 April the IASB 
started its redeliberations on the exposure draft Hedge Accounting and discussed the following points: 
(i) the objective of hedge accounting: the IASB tentatively decided to allow the application of hedge 
accounting only to equity instruments measured at fair value through other comprehensive income 
(OCI) where any hedge ineffectiveness will be recognised in OCI. Other exposures that effect OCI 
will no be eligible for hedge accounting. (ii) Funding swaps: These are currency derivatives banks use 
to protect itself against foreign exchange risk from foreign currency assets and stabilise it’s net inter-
est margin. The IASB intends to explore possible alternatives of accounting to better reflect the eco-
nomic reality of such transactions as neither IAS 39 Financial Instruments: Recognition and Measurement 
nor the exposure draft currently does so. (iii) “Sub-LIBOR” issue: the IASB noted that designating a 
“full LIBOR” component as the hedged risk of an interest bearing instrument if the interest rate of the 
instrument is lower than LIBOR is tantamount to “synthetic accounting”. The IASB also noted that 
the existence of a floor affect the ability to designate a full LIBOR component. The IASB tentatively 
confirmed the proposals in the exposure draft, but noted that the final standard should clarify that for 
an instrument with a negative spread an entity could still designate all of the cash flows of the instru-
ment as the hedged item with regard to benchmark interest rate risk. Hedge ineffectiveness will arise 
but hedge accounting per se is not prohibited. (iv) Cash instruments as hedging instruments: The IASB 
tentatively confirmed that only cash instruments measured at fair value through profit or loss are 
eligible hedging instruments. The IASB also tentatively decided to clarify that liabilities for which the 
part of the fair value related to own credit is recognised in OCI are not eligible as hedging instru-
ments. (v) Macro-hedging: no decisions were made. At the meeting held on 27 April the IASB dis-
cussed the following issues: (i) Zero-cost collars: the IASB tentatively decided to align the accounting 
treatment for changes in time value of options and zero-cost collars. (ii) Presenting fair value hedges: 
the IASB tentatively decided to retain the presentation of gains and losses on fair value hedges in 
profit or loss, but to require disclosure in one single note of the effects of fair value hedges and cash 
flow hedges on profit or loss and OCI. The IASB also tentatively decided to retain presenting one line 
item in the statement of financial position for the hedged item, but to require disclosure of the fair 
value adjustment in the notes. The IASB tentatively confirmed not to allow linked presentation for fair 
value hedges. (iii) Nominal component-layers: the IASB tentatively decided to allow layer-based desig-
nation of a hedged item that does not contain a pre-payment option whose fair value is 
effected by changes in the hedged risk but with certain exceptions.   

Read more on page 2... 
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Other topics: 
 Insurance contracts: At the meetings held from 12 to 15 April, the IASB discussed the top-down ap-

proach to determine discount rates. The IASB previously tentatively decided that an insurer could use 
either a “top-down” or a “bottom-up” approach to determine discount rates. At this meeting the IASB 
tentatively decided on four guiding principles on how an insurer should apply the “top-down” approach. At 
the meeting held on 27 April, the IASB discussed whether a separate approach should be used for account-
ing in the pre-claims period for contracts that meet specific criteria. The IASB tentatively decided to con-
sider whether the pre-claims obligation should reflect time-value of money based on their tentative deci-
sion regarding the same issue in the revenue recognition project; that an insurer shall reduce the pre-
claims obligation over the coverage period using an appropriate method and that the insurer should per-
form an onerous contract test if facts and circumstances in the pre-claims period might indicate that the 
contract has become onerous. In addition the IASB tentatively decided that an insurer should deduct the 
appropriate acquisitions costs from the pre-claims obligation.  

 Leases: At the meetings held on 12 to 15 April, the IASB confirmed that the measurement of the lessee’s 

liability and the lessor’s receivable should include lease payments that are in-substance fixed lease pay-
ments but changed its tentative decision in relation to lease payments that meet a high threshold (i.e. when 
the payments are less certain) to not include these amounts in the measurement of the lessee’s liability and 
the lessor’s receivable. The IASB also tentatively decided that an entity would determine whether a con-
tract contains a lease (as defined in the Leases exposure draft) on the basis of the substance by assessing 
whether the fulfilment depends on a the use of a specific asset (or a physically distinct portion of an asset) 
that is either explicitly or implicitly identifiable and the contract would convey the right to control (i.e. an 
ability to direct and receive benefit from) the use of the specified asset for a period of time. Regarding 
lessee accounting the IASB tentatively decided that there should be two accounting approaches for lessees, 
using similar guidance in IAS 17 Leases to determine the appropriate approach. For both approaches the 
lessee will initially recognise a liability to make lease payments and a right-of use asset (both measured at 
the present value of the lease payments). Subsequently measure the lease liability using the effective inter-
est rate method. For finance leases, the proposals in the exposure draft would apply. For other-than-
finance leases, the lessee would amortise the right-of-use asset in a manner that would result in total lease 
expense being recognised over the lease term on a straight-line basis (representing the sum of the amorti-
sation and the interest expense on the liability to make lease payments) and present this aggregate amount 
as one line item within operating expenses. Regarding lessor accounting the IASB tentatively decided that 
there should also be two accounting approaches for lessors, using similar guidance in IAS 17 Leases to 
determine the appropriate approach. No decisions were made on the approaches. 

 Revenue recognition: The IASB discussed the following issues: (i) Determining the transaction price: the 

IASB tentatively decided that the objective of determining the transaction price is to estimate the total 
amount of consideration to which the entity will be entitled; where the consideration is uncertain, the 
method of estimation will depend on which is most predictive of the amount of consideration; and an 
entity should recognise revenue at the amount allocated to a satisfied performance obligation unless the 
entity is not reasonably assured to be entitled to that amount. (ii) Allocating the transaction price: the 
IASB tentatively decided that if the standalone selling price of a good or service is highly variable, the most 
appropriate technique to estimate a standalone selling price may be a residual technique. The IASB also 
tentatively decided that an entity should allocate a portion of (or a change in) the transaction price entirely 
to one performance obligations if the contingent payment terms of the contract relate specifically to the 
entity’s efforts to satisfy that performance obligation and the amount allocated to that particular perform-
ance obligation is reasonable relative to all of the performance obligations and payment terms in the con-
tract. (iii) License and right to use: the IASB tentatively decided that promised rights give rise to a perform-
ance obligation that the entity satisfies at the point in time when the customer obtains control of the 
rights. (iv) Fulfilment costs: the IASB affirmed the guidance proposed in the exposure draft subject to mi-
nor drafting improvements. (v) Sales and repurchase agreements: the IASB tentatively decided that if a 
customer has a significant economic incentive to exercise a right to require an entity to repurchase a sold 
asset at a price below the original sales price, the customer effectively pays for the right to use the asset 
for a period of time.  
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Read more: http://www.iasb.org/Updates/IASB+Updates/IASB+Updates.htm 


