
The following topics, among others, were discussed by the IASB during the meetings held on 19 to 22 Sep-
tember 2011. Please note that there was no meeting of the IFRS Interpretations Committee in the month of 
October 2011: 

Financial crisis 
 Financial Instruments— impairment: The IASB continued to discuss a 'three-bucket' expected 

loss approach for the impairment of financial assets that makes maximum use of credit management 
systems. The IASB also discussed feedback from initial outreach activities, in particular the operational 
challenges of classifying all financial assets in Bucket 1 on initial recognition. To overcome this challenge 
the IASB tentatively decided to classify financial assets within the buckets in accordance with their 
credit quality as of the reporting date. This will however lead to the recognition of day-one recognition 
of life-time expected credit losses for financial assets outside Bucket 1. The staff will explore the appli-
cation issues of this proposal. The IASB also deliberated transfers between buckets and tentatively 
decided that it should be based on a principle that reflects the point in time when the associated credit 
risk increases to such an extent that an entity starts to manage the financial asset more actively. 

 Financial Instruments— hedge accounting: The IASB concluded its redeliberations of the expo-

sure draft (ED) Hedge Accounting. The IASB discussed the following issues and made the following ten-
tative decisions (where indicated): (i) disclosures—dynamic strategies: specific disclosures were pro-
posed; (ii) transition—prospective with limited exceptions and a proposed effective date of 1 January 
2015 (similar to the other phases of the project to replace IAS 39 Financial Instruments: Recognition and 
Measurement); (iii) practical expedients for transition—entities would be allowed to apply the new 
hedge accounting model immediately after ceasing to apply IAS 39 and the hedge ratio used under IAS 
39 would be the starting point to rebalance a hedge relationship on transition in order to comply with 
the new requirements; (iv) hedges of credit risk using credit derivatives—use elective (initial or subse-
quent) fair value through profit or loss (FVTPL) accounting that may be made for a component of 
nominal amounts and discontinued, yet subject to qualifying criteria; (v) macro hedging: no technical 
decisions were made. 

Other topics 

 Leases: The IASB discussed the following issues and made the following tentative decisions: (i) 

scope—inventory: no scope exclusion for assets often treated as inventory that are associated with the 
leasing of another underlying asset; (ii) lessor—application of financial asset guidance to the right to 
receive lease payments: measure right to receive lease payments at amortised cost, subject to the im-
pairment requirements in IAS 39; (iii) lessor—other subsequent measurement issues: refer to IAS 36 
Impairment of Assets to assess impairment of the residual asset; recognise immediately in profit or loss 
changes in the right to receive lease payments due to reassessment of variable lease payments subject 
to an index or rate and the revaluation of the residual asset should be prohibited; (iv) lessor—residual 
guarantees: guidance will be provided for all residual value guarantees irrespective of the party that 
provides it and a lessor would not recognise amounts expected to be received under the guarantee 
until the end of the lease (but will consider the guarantee to determine whether the residual asset is 
impaired); (v) lessor—presentation in statement of financial position: present lease receivable and re-
sidual asset separately either on the face or in the notes with a single line-tem on the face.; 
(vi) lessor—presentation in statement of cash flows: cash inflows should be classified as 
operating cash flows; (vii) transition: no technical decisions were made. 

         Read more on page 2... 
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Other topics (continued): 
 Insurance contracts: The IASB discussed the following issues and made the following tentative deci-

sions, (i) disclosures: retain the disclosures proposed in the exposure draft (ED) Insurance Contracts 
with a few suggested changes; (ii) risk adjustment—objective and confidence level disclosure: the ob-
jective should be “compensation of the insurer requires for bearing the uncertainty inherent in the 
cash flows that arise as the insurer fulfils the insurance contract” with added application guidance and 
the proposed level of confidence disclosure suggested in the ED will be retained; (iii) risk adjustment—
techniques and inputs: the range of available techniques and related inputs will not be limited but appli-
cation guidance providing a list of characteristics that a risk adjustment technique should exhibit to 
meet the above stated objective; (iv) single margin approach—report-back was provided by the US 
Financial Accounting Standards Board (FASB).  

 Put options written over non-controlling interest (NCI): On recommendation of the IFRS 

Interpretations Committee, the IASB discussed a possible scope exclusion to IAS 32 Financial Instru-
ments: Presentation for put options written over NCI. The IASB tentatively decided not to amend the 
scope of IAS 32 but might consider changing the subsequent measurement requirements of these puts. 

 Asset and liability offsetting: The IASB discussed, among others, the following issues and made the 
following tentative decisions: (i) application guidance: to address the inconsistencies in the application 
of the offsetting requirements in IAS 32 by adding application guidance to IAS 32 that clarify that a right 
of setoff must be legally enforceable in the normal course of business and in the event of default, bank-
ruptcy and insolvency and what distinguishing factors of gross settlement systems would make them 
equivalent to net settlement; (ii) location of offsetting requirements, application guidance and con-
verged disclosures: remain in IAS 32, but disclosure requirements should be placed in IFRS 7 Financial 
Instruments: Disclosures; (iii) application guidance effective date and transition: retrospectively for annual 
and interim periods beginning on or after 1 January 2013. 

 Annual improvements: The IASB discussed eight issues that the IFRS Interpretations Committee 
had recommended the IASB include in the next Improvements to IFRSs exposure draft. These included: 
(i) vesting vs. non-vesting conditions of share-based payment transactions; reconciliations of the total 
reportable segments’ assets; current vs. non-current classification of debt; classification in the state-
ment of cash flow of interest paid that is capitalised; recognising deferred tax assets for unrealised 
losses on available-for-sale debt securities; proportionate restatement of accumulated depreciation on 
revaluation of property, plant or equipment; meaning of key management personnel; and the harmoni-
sation of disclosures for value in use and fair value less costs to sell. 

 Share-based payment: The IASB tentatively decided to consider the following issues in a future 
agenda proposal for IFRS 2 Share-based Payment: (i) transactions where the manner of settlement is 
contingent on future events; and testing and non-vesting conditions.  

 Prospective application of provisions for first-time adopters: The IASB tentatively decided to 
make an amendment to IFRS 1 First-time Adoption of IFRSs to allow first-time adopters to apply para-
graph 10A of IAS 20 Accounting for Government Grants and Disclosure of Government Assistance prospec-
tively as was permitted for existing IFRS preparers. The comments on the exposure draft are due to 
the IASB on 5 January 2012.  

 Aggregation criteria and identification of the Chief Operating Decision Maker (CODM): 
The issues revolve around: (i) a request to include additional disclosure requirements to disclose a 
brief description of the operating segments that were aggregated and the economic indicators that 
have been assessed to conclude that the aggregated segments have “similar economic characteristics”; 
and (ii) to emphasise the “operating nature” of the function of the CODM and to clarify that there is a 
presumption that management reviews the information that is reported to it. The IASB asked the staff 
to research further how the issues raised had been addressed in US Generally Accepted Accounting 
Principles (GAAP) and to consider whether this might help to identify how the concerns might be 
addressed. No decisions were made. 
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