
The following topics, among others, were discussed by the IASB during the meetings held on 12 to 14 June 
2012. Please note that there was no meeting of the IFRS Interpretations Committee in the month of June 
2012: 

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

Financial Accounting Standards Board) discussed the scope of the fair value through other comprehen-
sive income (FVOCI) measurement category for debt instruments and re-affirmed that a debt instru-
ment will be measured at FVOCI only if the debt instrument passes the contractual cash flow charac-
teristics assessment and the debt instrument is managed within the relevant business model. The IASB 
also discussed the fair value option for debt instruments measured at FVOCI and tentatively decided to 
extend the current eligibility condition in IFRS 9 Financial Instruments for designating financial assets 
under the 'accounting mismatch' fair value option to these debt investments. 

Other topics 

 Investment entities: The IASB discussed the following two scenarios and made the following tenta-

tive decisions: (i) accounting by an investment entity parent for an investment entity subsidiary—the 
investment should be measured at fair value (and therefore not consolidated) and the financial state-
ments of the investee company need not be attached; (ii) accounting by a non-investment entity parent 
for the investments of an investment entity subsidiary—the controlled investments of the subsidiary 
should be consolidated (and therefore not measured at fair value). The exception to consolidation 
granted to the investment entity subsidiary is not retained by the non-investment entity parent. The 
IASB also tentatively decided to require an investment entity to measure its investments in associates 
and joint ventures that provide services to the investment entity using the equity method of account-
ing; and its other investments in associates and joint ventures at fair value through profit or loss. The 
fair value option in IAS 28 Investments in Associates and Joint Ventures will be retained for venture capital 
organisations, mutual funds, unit trusts, investment-linked insurance funds and similar entities that are 
not investment entities.    

 Insurance contracts: The IASB discussed the following issues at the meeting and made the following 
tentative decisions: (i) method of measuring premiums—discussions focused on an earned premium 
approach. No decisions were made; (ii) unbundled components—an insurer should attribute cash flows 
to an investment component and to an embedded derivative on a stand-alone basis (i.e. as if it had been 
issued as a separate contract). Consideration and discounts / supplements should be allocated in accor-
dance with the appropriate proposals contained the exposure draft Revenue from Contracts with Custom-
ers. Cash outflows related to more than one component should be allocated to those components on a 
rational and consistent basis, reflecting the costs that the insurer would expect to incur if it issued that 
component as a separate contract. 
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Other topics (continued): 
 Leases: The IASB tentatively decided that there should be two patterns of recognising lease expenses: 

one being the approach proposed in the 2010 Leases exposure draft and the other using an approach 
that result in a straight-line lease expense. The IASB also tentatively decided that a lessee should distin-
guish between these two different types of leases on the basis of whether the lessee acquires and con-
sumes more than an insignificant portion of the underlying asset over the lease term. Practical expedi-
ents when applying this principle include that leases of property (land and/or buildings) would generally 
be accounted for using the straight-line approach (unless certain conditions are met) and other leases 
are generally accounted for under the proposed approach (unless certain conditions are met). The 
IASB then discussed lessor accounting, and tentatively decided to change the tentative decisions on the 
lessor accounting model that is used to determine when the receivable and residual approach would 
apply. The distinction would be made by using the same criteria as noted above for lessee accounting. 

 Review of the IFRS for Small and Medium Sized Entities (SMEs): The IASB considered the 
proposed timing of the forthcoming initial comprehensive review of the IFRS for SMEs and discussed a 
final draft of a “Request for Information” (RFI) (the first step in the initial comprehensive review). 

 Post-implementation review of IFRS 8 Operating Segments: The IASB discussed a request from 
the staff for permission to publish a “Request for Information” (RFI) on the effect of implementing IFRS 
8. respondents. The IASB agreed to the staff's request to publish an RFI, structured in accordance with 
the staff's proposals. The IASB also discussed the preliminary findings of a review of academic literature 
to May 2012 on the effect of applying IFRS 8. The IASB plans to discuss this topic again when it has 
received information in response to the RFI and as a result of planned outreach activities-on the effect 
of implementing IFRS 8. 

So what did the IASB discuss...continued 
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