
The following topics, among others, were discussed by the IASB during the meetings held on 1, 2, and 15 to 
18 February 2011. Please note that there was no meeting of the IFRS Interpretations Committee in the 
month of February 2011: 

Financial crisis 
 Financial Instruments: impairment: The IASB firstly tentatively decided to define a “write-off” as 

a direct reduction of the amortised cost of a financial asset resulting from uncollectibility; where uncol-
lectibility refers to the situation where the entity has no reasonable expectation of recovery of the 
financial asset. The IASB secondly discussed the disclosure requirements related to an entity’s write-off 
policy; stress testing, information about the credit quality of financial assets and vintage information. It 
was tentatively decided that an entity should disclose its write-off policy and a reconciliation of changes 
on non-performing financial assets that are 90 days past due, but have not been included in the “bad 
book”; stress testing information need only be disclosed if prepared for internal risk management pur-
poses; and vintage information will not be required. 

 Consolidation and joint arrangements: The IASB analysed the comment letters received on the 
Request for Views Effective Date and Transition Methods (RFV) that was published in October 2010, 
focusing on the effective date and transition requirements of the forthcoming IFRSs on consolidation 
and joint arrangements. The IASB unanimously decided to: (i) require an effective date of 1 January 
2013 for all five IFRSs; (ii) permit early application, but only if all five are applied at the same time; and 
(iii) not to change the IASB’s previous tentative decisions regarding the transition requirements in 
IFRS 10 Consolidated Financial Statements and IFRS 11 Joint Arrangements.  

 

Other topics 
 Measurement uncertainty (cross-cutting issues): The IASB discussed a paper dealing with meas-

urement uncertainty. The paper was designed to provide the IASB with an analysis to help them when 
they need to make decisions about measuring assets and liabilities in the revenue recognition, leases 
and insurance contracts projects. This was an education session. No technical decisions were made. 

 Insurance contracts: At the meetings held on 1 and 2 February, the IASB discussed how an insurer 
should account for acquisition costs. It was tentatively decided that contract cash flows should include 
acquisition costs that relate to a portfolio of insurance contracts. At the meetings held from 15 Febru-
ary, the IASB discussed the following issues: (i) Project axioms (i.e. fundamental principles) and assump-
tions: the IASB tentatively confirmed the axioms and assumptions that will provide a common under-
standing of the factors that will influence the staff in their analysis and that will be the starting point for 
future decisions. (ii) Discount rate for non-participating contracts: the IASB tentatively decided not to 
prescribe a method to determine the discount rate but rather list its characteristics. (iii) Cash flows 
included in the model: the IASB tentatively decided to clarify that the objective of the proposed ex-
pected value refers to the statistical mean that considers all relevant information. In relation to costs, 
the IASB tentatively decided to clarify that only directly related costs to be incurred in the fulfillment of 
a portfolio should be included in the net cash outflows. (iv) Explicit risk adjustment: the IASB tenta-
tively decided that a risk adjustment based on a reliable method should be included in 
measuring the insurance liabilities. (v) Recognition of gain or loss at inception: the IASB 
tentatively confirmed previous views that an insurer should recognise losses, but not the 
gains, at inception in profit or loss.    Read more on page 2... 
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Other topics (continued): 
 Insurance contracts: (vi) Unlocking the residual or composite margin: the IASB considered how the 

margin should be released over time. No decisions were made. (vii) Presentation models: the IASB re-
viewed the approaches to presentation that were previously considered. No decisions were made. (viii) 
Education session: the IASB invited speakers to provide insight on separating insurance contracts into 
insurance and non-insurance components. No decisions were made.  

 Leases: At the meetings held on 1 and 2 February, the IASB discussed how to distinguish between leases 

and service agreements. Two principles for lease contracts were identified: (i) the fulfillment of the con-
tract depends on the lessor providing a specific asset, and (ii) the contract conveys to the lessee the right 
to control the use of the specified asset. At the meetings held from 15 February, the IASB discussed the 
following issues: (i) Lease term: the IASB tentatively decided that the term will include extension options 
when there is a significant economic incentive to exercise the option. (ii) Definition of a lease: at this meet-
ing the IASB discussed how the two principles above might be clarified to address comments received. (iii) 
Types of leases: the IASB tentatively decided to identify two types of leases: a finance lease with a profit or 
loss recognition pattern consistent with the proposals in the exposure draft and an other-than-finance-
lease with a profit or loss recognition pattern consistent with the current operating lease. The IASB seeks 
to understand whether the distinction would provide more useful information. (iv) Definition of a specified 
asset: the IASB expressed support for defining a specified asset as an asset of a particular specification. (v) 
Assets that are incidental to the delivery of specified services: the IASB expressed support that a contract 
would not contain a lease if assets are incidental to the delivery of a service. (vi) Portion of a larger asset: 
the IASB expressed support for clarifying that both physical and non-physical portions can be a specified 
asset. (vii) Right to control the use of a specified asset: the IASB supported comments received that con-
trol should be defined consistently across all projects. (viii) Variable lease payments: the IASB tentatively 
decided that variable lease payments based on an index or rate (measured initially at spot) should be in-
cluded in the lease liability / receivable. (ix) Residual value guarantees (RVGs): the IASB tentatively decided 
that RVGs should be included in the lease payments (unless provided by an unrelated third party). (x) 
Term option penalties: the IASB tentatively decided that penalty payments for not extending the lease 
should be included in the lease payments if the extension option was ignored when estimating the lease 
term. 

 Revenue recognition: At the meetings held on 1 and 2 February, the IASB discussed the accounting for 

warranties. It was tentatively decided that separately purchased warranties should be accounted for as a 
separate performance obligation, whereas warranties that are automatically included in a sale should be 
accounted for as a cost accrual (unless the warranty provides a separate service in addition to assurance 
that the seller’s past performance was as specified. The following issues were discussed at the meetings 
held from 15 February: (i) Identification of separate performance obligation: the IASB tentatively decided 
that an entity should account for a bundle of goods and services separately if the pattern of transfer is 
different and the goods and services each have a distinct function. (ii) Revenue recognition for services: the 
IASB confirmed the view that for services an entity needs to determine whether performance obligations 
are transferred continuously and then select a method for measuring the progress. Assessment criteria and 
additional guidance in this area was also discussed. (iii) Combining contracts: the IASB tentatively decided 
on the criteria to decide when contracts need to be aggregated. (iv) Contract modifications: the IASB 
tentatively decided (not through formal vote as yet) that only modifications that result in the addition of 
separate performance obligations, will such a modification be accounted for as a separate contract. (v) 
Definition of performance obligation: the IASB tentatively decided to remove “enforceable” from the defi-
nition proposed in the exposure draft. Breakage and prepayments for future goods and services as well as 
onerous performance obligations were also discussed.  

 Post employment benefits: At the meetings held on 1 and 2 February, the IASB continued its discus-

sions on accounting for risk-sharing features. Some tentative decisions were made. At the meetings held 
from 15 February, the IASB discussed presentation of remeasurements, disclosure and administration 
costs; and the  effective date and transition requirements. The IASB reverted to its original tentative deci-
sion that remeasurements should be presented in other comprehensive income.   

 Post-implementation review: The IASB considered a plan for developing a framework for conducting 
post-implementation reviews. The plan proposes to seek views from, among others, national standard-
setters (for example the SAICA).    
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So what did the IASB discuss...continued 

Read more: http://www.iasb.org/Updates/IASB+Updates/IASB+Updates.htm 


