
 Mining, oil and gas: The IFRIC tentatively agreed that the future benefit associated with the cost of 
waste removal is improved access to the ore to be mined. The unit of account is the stripping cam-
paign. The benefit should be allocated to reporting periods using the specific identification method by 
reference to the specific ore reserves that benefited from the stripping campaign. 

 Functional currency of an investment holding company:  IAS 21 “The Effects of Changes in 

Foreign Exchange Rates” par 9-14 provides guidance on how to determine functional currency. The 
determination of an entity’s functional currency is a matter of judgment and therefore the IFRIC de-
cided not to add this item to their agenda as any guidance would be more in the nature of application 
guidance rather than an interpretation. 

 Shareholder discretion: Should a contractual obligation to deliver cash where the payment is at the 

ultimate discretion of the issuer’s shareholders be classified as debt or equity? The IFRIC deferred this 
question to the IASB to consider as part of the project dealing with instruments with the characteris-
tics of equity [http://www.iasb.org/Current+Projects/IASB+Projects/IASB+Work+Plan.htm] 

 Impairment of assets and the interaction with operating segments: IAS 36 “Impairment of 
Assets” limits the aggregation of cash-generating units (CGUs) for impairment testing of goodwill to 
the operating segments as determined in terms of IFRS 8 “Operating Segments”. Should any incre-
mental goodwill impairment loss on the first time application of IFRS 8 be presented as a prior period 
adjustment or a current period event? The IFRIC decided not to add the item on its agenda due to 
inability to provide timely guidance.  

 Unit of account for forward contracts with volumetric optionality:  The question was posed 

whether a forward contract to (i) sell a fixed number of a non-financial item at a fixed price AND (ii) 
the option to the holder to purchase an additional fixed number of the item at a fixed price can be 
treated as two contracts when assessing the scope exclusions in par 5-7 of IAS 39 “Financial Instru-
ments: Recognition and Measurement”. The IFRIC noted that this question will be dealt with as part of 
the IASB’s project on revising the accounting for financial instruments [http://www.iasb.org/
Current+Projects/IASB+Projects/IASB+Work+Plan.htm] 

 Annual Improvements: The IFRIC reviewed, amongst others, the following proposed improvements 

to IFRSs: 

2008—2010 cycle 

 Un-replaced and voluntary replacement of share-based payment transactions in connection with a 
business combination 

 Clarification that changes in components of equity can be presented on the face of the Statement 
of Changes in Equity, or in the notes. 

 Fair value of award credits 

2009—2011 cycle 

  Tax effect of distributions to equity holders 

Please note that IFRIC agenda decisions are NOT Interpretations. IFRIC Interpretations are 
determined only after extensive deliberation and due process, including a formal vote. IFRIC 
Interpretations become final only when approved by the IASB.  
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Financial Crisis 

 Hedge accounting: The IASB tentatively decided that derivatives could be designated as 

hedged items in certain circumstances and that proportions and one-sided risks would also be 
eligible for designation. 

 Fair value: The IASB intends to publish educational material to accompany an IFRS on fair 
value to describe at a high level the though process to meet the objective of fair value measure-
ment. In specified scenarios, financial instruments within a portfolio may be valued by reference 
to the mid market price (the proposed standard provides guidance on when this is appropri-
ate). Share-based payments and leases are to be scoped out of the proposed standard. Disclo-
sure was also discussed.  

 Instruments with the characteristics of equity: Shares issued upon exercise of a written 

call option or the conversion of convertible debt should be measured at their fair values. Gains 
and losses will be accounted for based on the classification of the instrument. Instruments 
should be reclassified if events/circumstances change the appropriateness of the original classifi-
cation. Economic compulsion is still not to impact the classification. An issuer may not avoid 
separating an instrument between its liability and equity components by using the fair value 
option. Scope, transition and disclosure were also discussed. 

 Consolidation: It was tentatively decided that a reporting entity has the power to direct  (i.e. 

control) the activities of another entity when it has the current ability to direct the activities  
that significantly affect the returns of the other entity. An entity may obtain such an ability by 
various means. The assessment of whether a decision-maker is an agent or principle should be 
based on the overall relationship between the decision-maker, the entity being managed and 
other interest holders. As a general principle a reporting entity should disclose information that 
enable users to understand the composition of the group; the effect of legal structures on the 
reporting entity’s ability to control; and the nature of the risks associated with any involvement 
with structured entities.  

 Derecognition: Sale and repurchase agreement should, as an exception to the proposed de-
recognition approach, be accounted for as a secured borrowing. The IASB and FASB tentatively 
decided on guidance on the application of this exception. The IASB and FASB also discussed 
pass-through arrangements; non-recourse loans and accounting by a Special Purpose Entity. 

 Financial instruments: Previous decisions regarding the fair value option were confirmed. 
No cost exception will be allowed for derivative liabilities over unquoted equities.  

Other topics 

 Presentation: It was tentatively decided that the new standard on presentation will be applied 
fully retrospectively, but the effective date should provide enough lead time. It was decided that 
the current requirement to present a Statement of Financial Position as at the beginning of the 
earliest period presented in the case of any retrospective adjustment, remains. 

 Annual improvements: The IASB discussed eight of the improvements proposed in August 

2009. It was tentatively decided to finalise six.  

 Insurance contracts: Tentative decisions were reached regarding scope, definitions, meas-
urement and acquisition costs. 

 Joint Arrangements: Transition is envisaged to occur via aggregating the proportionately 
consolidated line items into a single line item and the investment will then be tested for impair-
ment. Tentative decisions regarding disclosure were also reached. 

 Leases: Presentation & disclosure, transitional provisions, lessor accounting for residual value 

guarantees  and a possible new accounting model for lessors were discussed. 

 Revenue: Components included in a contract that is not within the scope of the standard  

should tentatively be treated in terms of another relevant standard. Disclosure was also dis-
cussed. 

An entity should 
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So what did the IASB discuss... 
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