
The following topics, among others, were discussed by the IASB during the meetings held on 15 and 16 
November 2011 as well as 13 to 16 December. Please note that there was no meeting of the IFRS Interpre-
tations Committee in the month of December 2011: 

Financial crisis 
 Financial instruments: classification and measurement and limited modifications to IFRS9 

Financial Instruments: At the November meeting the IASB discussed the transitional provisions of the 
proposed modified disclosures required on transition to IFRS 9. At the December meeting the IASB 
tentatively decided to consider the following topics of IFRS 9 for potential modification: (i) an instru-
ment characteristics test to decide whether additional application guidance should be provided to clar-
ify how the principle was intended to be applied; (ii) bifurcation of financial assets; and (iii) expanded 
usage of Other Comprehensive Income (OCI) or a third business model for some debt instruments.    

 Financial Instruments— macro hedge accounting: At the November meeting the IASB ex-

pressed a preference for a hedging model that focuses on changing the accounting for the risk position 
rather than the hedging instrument as it provides a better reflection of the economics. At the Decem-
ber meeting the IASB discussed the first three steps to measuring the risk position. No decisions were 
made. 

 Financial Instruments— impairment: The IASB discussed the following issues regarding the 'three

-bucket' expected loss approach for the impairment of financial assets and made the following tentative 
decisions: (i) initial recognition—the objective of the first bucket has been changed to capture the 
losses (cash shortfalls and lifetime expected losses) expected to occur over the next 12 months; (ii) 
recognition of lifetime losses—recognition of lifetime losses (i.e. The financial asset moves out of 
bucket 1) when there is more than an insignificant deterioration in credit quality and it is reasonably 
possible that all (as apposed to the “loss given default”) the cash flows will not be recovered; (iii) 
grouping of assets—four principles were established of when assets may be grouped in order to assess 
whether transferring out of bucket 1 is appropriate; (iv) bucket 2 and 3—the distinction will be the unit 
of evaluation: 2 will contain assets that are grouped and 3 will contain assets that are evaluated indi-
vidually; (v) publically trade debt instruments—no bright line presumption of when the recognition of 
lifetime expected losses is appropriate will be applied. 

Other topics 

 Insurance contracts: The IASB discussed the following issue at the November meeting but no deci-
sions were made: (i) disaggregation of explicit account balance—an explicit account balances is an accu-
mulation of the monetary amount of transactions between the policyholder and the insurer that is 
credited with an explicit return. Preference was expressed for measuring such balances with the insur-
ance contract, but to present and disclose them separately. The IASB discussed the following issues at 
the December meeting and made the following tentative decisions: (i) participating contracts—non-
discretionary performance–linked insurance obligation features contained in an insurance contract 
would be measured  in a way that reflects how the underlying item (the item on which the participating 
cash flow depends) is measured in the financial statements; (ii) discounting of liabilities for claims in-
curred– discounting is required when material. An expedient of non discounting might be 
provided for a portfolio where claims are expected to be paid within 12 months; (iii) unit 
of account—the objective of the risk adjustment has been stated. No additional guidance 
will be specified on the unit of account for the risk adjustment. 

         Read more on page 2... 
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Other topics (continued): 
 Insurance contracts (continued): (iv) onerous contracts—an insurance contract is onerous when 

the expected present value of the future cash outflows plus the risk adjustment exceeds either the 
expected present value of the future cash inflows or the carrying amount of the liability. Onerous 
contracts identified in the pre-coverage period should be measured on a basis that is consistent with 
the measurement at the start of the coverage period. The same principle applies to contracts meas-
ured under the premium allocation approach.   

 Leases: The IASB discussed, among others, the following issues at the November meeting and made 
the following tentative decisions: (i) first-time adoption—a first-time adopter may apply to all its leases 
the transitional provisions and reliefs applicable to operating leases of an IFRS preparer. In addition a 
deemed cost exemption will be available for the right-of-use asset. (ii) consequential amendments to 
business combinations and borrowing costs—the liability of lease payments for a lessee and the asset 
for lease payments for a lessor of the acquiree should be measured in accordance with the proposed 
lease guidance as if the associated lease is a new lease at the acquisition date. The right-of-use asset will 
equal the liability, adjusted for any off-market terms. The residual asset will be the difference between 
the fair value of the underlying asset at the acquisition date and the carrying amount of the asset to 
receive lease payments. If the acquiree is a lessor of investment property, it should use the guidance in 
IFRS 3 Business Combinations  for operating leases. If the acquiree has short-term leases, no assets and 
liabilities will be recognised at acquisition date. Interest expense incurred in a lease should be included 
in the scope of IAS 23 Borrowing Costs. The IASB discussed the following issues at the December meet-
ing and made the following tentative decisions: (i) cancellable leases—the lease proposals should only 
be applied to periods for which enforceable rights and obligations arise; (ii) revenue recognition for 
lessors of investment properties—rental income should be recognised on a straight-line, or if more 
appropriate, another systematic basis. If the lease is not within the scope of the receivable and residual 
approach, the lessor should only recognise the underlying investment property; and (iii) disclosure 
requirements for lessors of investment properties—specific disclosure requirements were established. 

 Asset and liability offsetting: The IASB discussed feedback received about clarification to the appli-
cation guidance in IAS 32 Financial Instruments: Presentation and how it may change practice and affect 
the amount of time they would need for implementation. In light of the feedback, the IASB confirmed 
that the effective date and transition requirements should not be changed and that the clarifications to 
the application guidance to IAS 32 would be retrospectively applied, with an effective date of 1 January 
2014.  

 Transitional provisions of IFRS 10 Consolidated Financial Statements: The IASB decided to add 
a definition of the date of initial application of IFRS 10: “the beginning of the reporting period in which 
IFRS 10 is applied for the first time; add a paragraph to clarify that an entity is not required to make 
adjustments to the accounting for its involvement with and entity that was disposed of, or whose con-
trol was lost, in the comparative period; and to clarify how an investor shall retrospectively adjust 
comparative periods when consolidation conclusions changes between previous guidance and IFRS 10. 

 Put options written over non-controlling interest (NCI): The IASB decided to ask the Commit-
tee to analyse the following two issues: (i) whether changes in the measurement of the NCI put should 
be recognised in profit or loss or equity; and (ii) whether the guidance developed should only be ap-
plied to NCI puts or also to NCI forwards. 

 Annual improvements: The IASB discussed three issues recommended for inclusion in the next 
Improvements to IFRSs exposure draft: (i) aggregation of operating segments and identification of the 
chief operating decision maker (CODM) - additional disclosure will  require a brief description of the 
operating segments that have been aggregated and the economic indicators that have been assessed in 
order to conclude that the segments may be aggregated; (ii) classification of interest paid that is capital-
ised—confirmed that this issue met the criteria for Annual Improvements; (iii) key management per-
sonnel (KMP)—the proposed amendments will identify entities that provide KMP services as a related 
party of the reporting entity and require separate disclosure of fees paid in this respect. 
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