
The following topics, among others, were discussed by the IASB during the meetings held on 16 to 21 April 
2012. Please note that there was no meeting of the IFRS Interpretations Committee in the month of April 
2012: 

Financial crisis 
 Financial instruments: classification and measurement The IASB and the FASB (United States 

Financial Accounting Standards Board) discussed the following two aspects of their respective classifica-
tion and measurements models and reached the stated tentative decisions: (i) business model assess-
ment for amortised costs measurement of financial assets—the business model assessment will con-
tinue to be applied. Additional implementation guidance might be provided; (ii) bifurcation of financial 
assets and liabilities—the dissimilarity contained in IFRS 9 Financial Instruments between financial assets 
and liabilities in relation to bifurcation of embedded derivatives will be retained.   

 Financial Instruments— impairment: The IASB discussed the attributes of an expected credit  

loss estimate and clarified that this estimate shall reflect all reasonable and supportable information 
considered relevant to make a forward looking estimate that is obtainable without undue cost or ef-
fort; a range of possible outcomes and the likeliness of these outcomes (not ‘most likely outcome’); 
and time value of money. The IASB clarified that the measurement approach for Bucket 1would be an 
expected loss (being the life-time expected loss) approach for financial assets on which a loss event is 
expected within the next twelve moths. Finally the IASB tentatively decided that an expected loss 
model should be applied to short-term trade receivables, including a practical expedient that a provi-
sion matrix can be used.   

Other topics 

 Investment entities: No technical decisions were made.     

 Insurance contracts: The IASB discussed the following issues at the meeting and made the following 
tentative decisions: (i) reinsurance—for retroactive reinsurance contracts, the residual or single margin 
should be amortised over the remaining settlement period in line with the pattern of service. Loss 
sensitive features (for example premiums or commissions contingent on claims or benefits experience) 
should be included in the claims and benefits cash flows rather than as part of the premiums); (ii) meas-
urement of the contract—both the cedant and the reinsurer should evaluate, on the same basis as for 
a direct insurance contract, whether to account for the reinsurance contract using the building block 
approach or the premium allocation approach; (iii) policy loans and contract modifications—policy 
loans should be considered in determining the amount of the investment component to which they 
relate. Contract modifications that are part of the contract at inception shall be accounted for as part 
of the contract’s terms and conditions (i.e. unbundling and disaggregation principles would apply). Sub-
sequent contract modifications that could change the classification of the contract as an insurance con-
tract, the measurement approach applied or the portfolio in which the contract would have been in-
cluded, would lead to the derecognition of the old contract and recognition of a new contract. Non-
substantial modifications could lead to derecognition of a part of the insurance liability for reduced 
benefits and recognition of a new contract for additional benefits. (iv) single margin and the use of 
other comprehensive income—no decisions were made.  
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Other topics (continued): 
 Annual improvement project—revenue-based depreciation method: The IASB discussed a 

proposed amendment to paragraph 62 in IAS 16 Property, Plant and Equipment and paragraph 98 Intangi-
bles relating to selecting a depreciation and/or amortisation method. The amendment would clarify that 
a method of depreciation/amortisation based on the expected revenue to be generated from using the 
asset in an entity’s business is not appropriate as it does not reflect the consumption of the economic 
benefits embodied in the asset.   
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