
Note: This does not represent a complete list of issues raised. It focuses on items currently on the Committee’s agenda, 
agenda decisions reached and lists issues considered for Annual Improvements. 

 Current agenda item—accounting for stripping costs in the production phase of a surface mine: 
The Committee tentatively agreed with the principle for capitalising production stripping costs described in a 
paper prepared by the staff, provided it was linked to a specifically identified “component” of ore and that the 
costs could be measured reliably. The Committee further tentatively agreed that an allocation approach should 
be adopted that differentiates costs of the asset created by the stripping activities and costs that form part of 
inventory, but did not choose a model as yet. The Committee also tentatively agreed with the proposed revised 
principle for depreciation / amortisation in the paper.       

 Current agenda item—Contingent pricing of property, plant and equipment (PPE) and intangible 
assets: The Committee noted that the focus of the discussion should be to define the cost of a purchased item.  
IAS 16 Property, Plant and Equipment defines cost as the fair value of the liability assumed. If the contingent price 
arises from a contractual agreement, the liability will be recognised on the date of purchase and measured at the 
fair value of the contingent payment in terms of IAS39 Financial Instruments: Recognition and Measurement /IFRS9 
Financial Instruments. The Committee noted that this principle is consistent with the initial accounting for the 
contingent consideration in a business combination. The core issue that remains is therefore how to account 
for subsequent remeasurement of the liability. No decision has been made yet.   

 Current agenda item—Put options written over non-controlling interests (NCI puts): The Committee 

agreed that a scope exclusion from IAS 32 Financial Instruments: Presentation for NCI puts (with pre-defined 
features) is a viable short-term solution to the issue. The Committee recommended the IASB should consider 
making an amendment to the scope of IAS 32.  

 Agenda decision—Share-based payment awards settled net of tax withholding: The issue relates to a 
specific portion of shares, subject to a share-based payment award, withheld to settle the recipient’s tax with-
holding obligation. The Committee referred the issue to the IASB as a possible future agenda proposal. 

 Agenda decision—Application of the hierarchy in IAS 8 Accounting Policies, Changes in Accounting 
Estimates and Errors: The hierarchy allows management to analogise to another IFRS in developing an ac-
counting policy. The Committee received a question if management may analogise only to only certain aspect of 
an IFRS or should they analogise to the entire IFRS. The Committee commented that management needs to 
apply judgement in applying all aspects that are relevant to the particular issue. The item was not added to the 
agenda. 

 Agenda decision—Inclusion of own credit risk in the discount rate: The Committee received a ques-
tion as to whether the phrase “the risk specific to the liability” in paragraph 47 of IAS 37 Provisions, Contingent 
Liabilities and Contingent Assets implies that an entity’s own credit risk should be included or excluded from the 
discount rate. The Committee understood that predominant practice today is to exclude own credit risk as this 
risk is generally viewed as a risk specific to the entity rather than to the liability. The Committee believed that 
this issue should be addressed as part of the project to replace IAS 37 and therefore did not add it to its 
agenda. 
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Financial crisis 

 Fair value measurement: The IASB tentatively decided that the effective date of the forthcoming IFRS on Fair 

Value Measurement should be 1 January 2013. 

 Impairment: The IASB tentatively decided that expected losses should be measured with the objective of an 

expected value, but that other methods could be used as a reasonable way to achieve the same objective. The 
IASB also tentatively decided to align impairment accounting and interest income recognition for originated loans 
and “good” purchased assets and that interest income for “bad” purchased assets should be based on expected 
collectible cash flows. The lower interest on the “bad” purchased assets will result in no separate impairment 
expense recognised at acquisition.  

 Disclosure of interests in other entities: The IASB agreed that the final disclosure standard would clarify 

that an entity should provide information about its exposure to risk from involvement that it had with unconsoli-
dated structured entities in previous periods, even if the entity no longer has any contractual involvement with 
the structured entity at the end of the reporting period. 

Other topics   

 Effective dates and transition methods: The IASB indicated that it would determine the effective dates for 

the various projects by taking into account the significance of the accounting changes required and the methods 
of transition. The IASB tentatively decided that the effective dates for the other comprehensive income amend-
ment will be 1 January 2012 and the post-employment benefits amendment will be 1 January 2013.  

 Insurance contracts: The IASB discussed, among others, and made tentative decisions (where indicated) re-

garding the following issues: (i) locking in the discount rate—the rate will not be locked in; (ii) discounting non-
life contracts—discount all non-life, long-tail claims; (iii) scope—exclude some fixed fee service contracts; (iv) 
financial guarantee contracts—retain current scope; (v) acquisition costs—inclusion in the cash flows of the 
insurance contract is limited; (vi) alternative presentation models—no decision was made; (vii) practical expedi-
ent for discount rate—no practical expedient will be provided; (viii) discount rate for participating contracts—
clarify the objective of the discount rate and provide guidance that the discount rate should reflect dependency 
on assets; (xi) recognition—recognise the contract when the coverage period begins; (x) definition of an insur-
ance contract—time value of money should be included when assessing significant insurance risk and there is no 
transfer of risk if no commercial scenario results in a loss to the insurer; (xi) unbundling—separate embedded 
derivatives that are not closely related; (xii) objective of the risk adjustment—remove two references in the 
proposed objective and provide guidance that the amount should reflect both favourable and unfavourable 
changes; (xiii) discount rate for ultra long duration contracts—not to develop a separate approach that deals 
solely with changes in discount rate for this particular type of contract; (xiv) contract boundary—some contract 
renewals should be treated as a new contract and a contract does not transfer any substantive rights to the 
policyholder if the insurer has the right to reassess the policyholder’s risk and change the price to fully reflect 
that risk. 

  Leases: The IASB affirmed the decision to apply a right-of-use model to all leases from the lessees' perspective. 
The IASB discussed the scope of the leases standard. The IASB tentatively decided that no guidance will be pro-
vided in the leases standard to distinguish between a lease and a purchase or sale and that the exercise price of a 
purchase option should be included in the lease liability / right to receive lease payment if the lessee has a signifi-
cant economic incentive to exercise the option. The IASB tentatively defined a short-term lease and decided that 
lessees may elect for a class of underlying assets not to recognise lease assets and liabilities and only recognise 
the lease payments in profit or loss on a systematic basis. The IASB tentatively affirmed that the lessee would use 
the rate the lessor charges the lessee, or if not available, the lessee’s incremental borrowing rate as a discount 
rate. The lessor would use the rate it charges the lessee, being the lessee’s incremental borrowing rate, the rate 
implicit in the lease, or the yield on the property (for property leases). The IASB also discussed inception vs. 
commencement; initial direct costs; separating lease and non-lease components; and sale and leaseback transac-
tions. 

 Revenue recognition: The IASB tentatively decided that the onerous test should apply to all contracts and 

tentatively affirmed the proposal that the costs to be included in the assessment should be the costs directly 
attributable to satisfying the remaining performance obligations. The IASB then tentatively decided that an entity 
should adjust the consideration to reflect time value of money if the contract includes a financing component 
that is significant to that contract and in addition to provide factors to consider when determining that level of 
significance. The IASB also tentatively decided that an entity should not reflect the customer’s credit risk in the 
measurement of the transaction price; that there should be no recognition criterion that requires assessment of 
the customer’s credit risk; and that an allowance for expected impairment losses should be recognised with the 
corresponding debit presented adjacent to revenue as a “contra-revenue”. 

 Disclosure—cross cutting issues: The IASB agreed to align the wording of the disclosure objectives of the 

revenue recognition, leases and insurance contracts projects. 

 Discontinued operations: The IASB tentatively decided that it would not publish any draft exposure draft to 

amend IFRS 5 Non-current Assets Held for Sale and Discontinued Operations before the third quarter. 
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