
The following topics, among others, were discussed by the IASB during the meetings held on 15 to 19 Oc-
tober 2012. Please note that there was no meeting of the IFRS Interpretations Committee in the month of 
October 2012: 

Financial crisis 
 Financial instruments: macro hedging: The IASB continued their discussion on the proposed 

revaluation model for interest rate portfolio hedging activity. They firstly discussed the treatment of 
changes in the fair value of hedging derivatives with respect to credit risk and floating legs and tenta-
tively decided that the full fair value as determined under IFRS 13 Fair Value Measurement should be 
recognised in profit or loss (i.e. it would include credit risk and floating legs). Secondly they discussed 
whether items that are unrecognised (for example loan commitments and pipeline trades) could be 
included into the proposed accounting model. No decisions were made. 

 Financial instruments: classification and measurement: No decisions were made. 

 Financial instruments: impairment: In the last few months the IASB staff have had discussions 
with stakeholders to better understand whether the proposed “three-bucket” impairment model 
would be operational. At this meeting the staff presented a summary of the feedback received. In gen-
eral there is support for a model that distinguishes between assets that have deteriorated in credit 
quality from those that have not. Some requested clarity on the criteria of when a lifetime loss is meas-
ured while others questioned whether the benefits of the model exceed the cost.     

Other topics 

 Insurance contracts: The IASB discussed, among others, the following issues at the meeting and 
made the following tentative decisions: (i) time value of money in the premium allocation approach—
both the liability for remaining coverage and incurred claims should be discounted at the rate at the 
inception of the contract; (ii) participating contracts—no decisions were made; (iii) presentation in the 
statement of comprehensive income—premiums should be allocated to periods in proportion to the 
value of coverage provided for that period (earned premium presentation) and claims should be pre-
sented when incurred; the premiums allocated to cover non-claims fulfilment costs should equal the 
originally expected non-claims fulfilment costs used to measure the liability and should be included in 
earned premium in the periods the costs are expected to be released from the liability for remaining 
coverage; acquisition costs should be recognised over the coverage period in a way that is consistent 
with the proposed allocation of the residual/single margin; (iv) financial instruments with discretionary 
participation features (DPFs) - the contract boundary for a financial instrument with a DPF is when the 
contract no longer confers substantive rights (i.e. when the holder no longer benefits form the DPF or 
the premiums confer substantially the same rights that are available to those that are not yet holders); 
a financial instrument with a DPF should only be recognised when the entity becomes a party to the 
contract; (v) effective date—the intention is to allow approximately three years between the publica-
tion of the final Standard and the mandatory effective date.   

Read more on page 2... 
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Other topics (continued): 
 Revenue recognition: The IASB discussed, among others, the following issues at the meeting and 

made the following tentative decisions: (i) contract modifications—modifications to contracts, including 
changes to scope and price that are unapproved or in a dispute, should be accounted for in terms of 
the proposed contract modification requirements contained in the 2011 ED Revenue from Contracts with 
Customers (ED). The contract modifications are approved when the modification creates or changes 
the enforceable rights and obligations. The IASB also tentatively proposed clarifications to the applica-
tion of the aforementioned decision; (ii) measuring progress toward complete satisfaction of a perfor-
mance obligation—methods such as units produced or units delivered could provide a reasonable 
approximation for the entity’s performance in satisfying a performance obligation in proposed circum-
stances. The IASB also tentatively decided to clarify certain aspects of the input method contained in 
the ED.  

 IAS 8 Accounting Policies, Changes in Accounting Estimates and Errors—Effective dates and 
transition methods: The IASB decided to stop the balloting process for the proposed amendments 
to IAS 8 and to remove the project to make narrow-scope amendments to IAS 8 from the current 
work plan. The staff will continue to assess and present to the IASB, on a case-by-case basis, whether 
to create more specific transition requirements for a particular IFRS or amendment than those con-
tained in paragraph 28(f) of IAS 8.   
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