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Quoi de neuf? What’s new?
•
•
•
•
•
•
•
•
•
•

Use of IFRS in the world – “country profiles”
ASAF
Disclosure Forum – disclosure initiative
Conceptual framework
Financial Instruments
Revenue recognition
Leases
Insurance contracts
Narrow scope projects and interpretations
IFRS for SMEs
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Jurisdiction profiles of IFRS Application 3
Support for global accounting standards - February 2012 Strategy
Review report of the Trustees of the IFRS Foundation:

“We remain committed to the belief that a single set of
International Financial Reporting Standards (IFRS) is in
the best interests of the global economy, and that any
divergence from a single set of standards, once
transition to IFRS is complete, can undermine
confidence in financial reporting.”

July 2011 Project update and the future work plan

Goals of the project
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Develop a central source of information to chart
jurisdictional progress toward global adoption of a single
set of financial reporting standards
Respond to assertions that there many national
variations of IFRS around the world
Identify where IFRS Foundation can help countries on
their path to adoption of IFRS
• Profiles prepared by the IFRS Foundation, reviewed by
regulators and international audit firms
• To reflect current status of use of IFRS rather than
hopes and intentions…
July 2011 Project update and the future work plan

First batch of 66 jurisdictional profiles
Albania

China
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Commitment to IFRSs as global standards
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Public commitment in support of global accounting standards?
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Adoption of IFRSs
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Completion of IFRS adoption?
0
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11 yet to complete:
 Japan: IFRSs permitted. By 2014 expect more than 20% of total market
cap to use IFRSs.
 United States: IFRSs permitted for non-US companies (450 use now).
 China: Substantially converged.
 India: Permitted on a limited voluntary basis – only 11 companies use.
 Pakistan and Singapore: Have adopted many but not all IFRSs.
 Saudi Arabia: IFRSs required for banks and insurance companies.
 Bhutan and Bolivia: Yet to adopt but IFRSs used by some companies.
 Indonesia and Macao: Adopted some IFRSs but no plan for full adoption.
© IFRS Foundation. 30 Cannon Street | London EC4M 6XH | UK. www.ifrs.org

Modifications to IFRS are rare
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 European Union: IAS 39 ‘temporary carve-out’ –
99.5%+ of all EU companies report using full IFRSs
 Effective dates: A few jurisdictions deferred dates
of several standards, notably IFRSs 9, 10, 11, 12
 Pending completion of IASB projects: A few
modifications or deferrals (Canada, Malaysia..)
pending completion of IASB projects on equity
method, agriculture, loan loss provisions, hedge
accounting, rate regulation
© IFRS Foundation. 30 Cannon Street | London EC4M 6XH | UK. www.ifrs.org

Other observations from the Profiles
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 IFRSs required for which companies? 50 of the
55 adopters require IFRSs for all publicly traded
companies. The remaining 5 require for all except
financial institutions.
 Permitted for non-public companies? Yes for
60% of the 55 adopters
 IFRS for SMEs: More than half of the jurisdictions
have adopted the IFRS for SMEs or are actively
considering it

© IFRS Foundation. 30 Cannon Street | London EC4M 6XH | UK. www.ifrs.org

Focus sur le Japon - Recommandations
contenues dans le “Present Policy”
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From March 2013 to June 2013, the Business Accounting Council (BAC)
deliberated on the application of IFRS in Japan. In June 2013, BAC published
the Present Policy on the Application of IFRS. The report reiterates Japan’s
commitment to the goal of a single set of high quality global accounting
standards and includes three recommendations:

1.To encourage further application of IFRS in Japan, eliminate
existing two requirements (being a listed company and having a
subsidiary of material size abroad) limiting companies eligible to
use the IFRS
2.While continuing to allow the use of the IFRS as issued by the
IASB, introduce an additional set of standards identical to IFRS
with limited modifications
3.Simplify disclosure requirements on the non-consolidated
single-entity financial statements
© IFRS Foundation. 30 Cannon Street | London EC4M 6XH | UK. www.ifrs.org

Focus sur le Japon
2013

2013 BAC Present
Policy on Application
Of IFRS

 J GAAP
 US GAAP

 IFRS (21
companies)

© IFRS Foundation. 30 Cannon Street | London EC4M 6XH | UK. www.ifrs.org
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 J GAAP
 “I - J GAAP”
 US GAAP
 IFRS (60 companies
likely to apply – total
market cap 40% of
the top 50)

Focus sur le Japon: et après ?
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“Introducing an additional set of standards identical to
IFRS with limited modifications is intended to be an
intermediate step in the dynamism of the convergence of
accounting standards”
(Presentation par la J – FSA à l’Advisory Council de
l’IASB le 14 octobre 2013)

© IFRS Foundation. 30 Cannon Street | London EC4M 6XH | UK. www.ifrs.org

Accounting Standards Advisory Forum
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The Accounting Standards Advisory Forum (ASAF) is an advisory group to the International Accounting Standards Board (IASB),
consisting of national accounting standard-setters and regional bodies with an interest in financial reporting. The principal purpose of the
new advisory group is to provide technical advice and feedback to the IASB. The ASAF will be chaired by the IASB. Initial composition:

Africa
South African Financial Reporting Standards Council, supported by the Pan African Federation of Accountants
(PAFA)
Asia-Oceania (incl. one 'at large')
•Accounting Standards Board of Japan
•Australian Accounting Standards Board
•Chinese Accounting Standards Committee
•Asia Oceania Standard Setters Group (AOSSG), represented by the Hong Kong Institute of CPA
Europe (incl. one 'at large')
•Accounting Standards Committee of Germany
•European Financial Reporting Advisory Group (EFRAG)
•Spanish Accounting and Auditing Institute
•United Kingdom Financial Reporting Council
The Americas
•Group of Latin American Standard Setters (GLASS)
•Canadian
Accounting
Board
July 2011 Project
update and the future Standards
work plan
•United States Financial Accounting Standards Board

Overview of cooperative architecture
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Strategy and Governance matters (Trustees)
Advisory
Council

ED

IFRS

Research / Agenda decision / Project development by IASB
ASAF

CMAC

GPF

ASAF works within a MoU
http://www.ifrs.org/The-organisation/Advisory-bodies/Documents/20130408-MoU-Signed.pdf
July 2011 Project update and the future work plan

The Disclosure Initiative

July 2011 Project update and the future work plan
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Follow up from the Disclosures forum
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• Disclosures overload: both a behavioural, conceptual
and standard setting matter
• Disclosures Forum in January 2013
–

Feedback statement published

• Potential for clarifying IAS1 : application of the
materiality concept when dealing with disclosures
–
–
–

Working with IOSCO, ESMA and IAASB
A package of possible amendments to IAS1 would be
presented to the Board in October 2013
Also will consider clarification to disclosures about
material uncertainties that cast significant doubt about
going concern

July 2011 Project update and the future work plan

Conceptual Framework
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• Conceptual Framework – “fast-track” management of this
project (a 3 years target for completion); begin with a DP
published mid July 2013 building on existing Framework and
recent revisions (Chapters 1 and 3 + ED on Reporting entity)
• ED in 2014; final CF expected in 2015
• ASAF acting as consultative group on this project
• Many round table meetings and outreach activities
• Key issues: definition of a liability; the measurement
approaches (not a single measurement method);
performance and OCI
• Initial feedback: role of prudence; stewardship….
July 2011 Project update and the future work plan

International Financial Reporting Standards

Financial Instruments

The views expressed in this presentation are those of the presenter,
not necessarily those of the IASB or IFRS Foundation
July 2011 Project update and the future work plan

Impairment
Redeliberations for remainder of 2013

IFRS 9

Classification & Measurement
IFRS 9 (2010) + Limited amendments
Redeliberations on limited amendments for
remainder of 2013
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IFRS 9

IAS 39

Financial Instruments – where we are

General Hedge accounting
Publish standard 2013

• Effective date deferred
• Macro hedge accounting is being deliberated separately.
Discussion Paper to be published in 2013

FI: Classification and measurement
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Mandatory effective date for IFRS9 currently 1January
2015, has been postponed again without specifying
new
– IASB proposes limited modifications to IFRS 9
to:
address application issues
address matters related to interaction with
insurance
explore opportunities to converge with FASB
ED Published 11/2012, end of comments period
28/3/2013
Board(s)
commenced
re-deliberations
March 2012
Project update
and the

IASB – Proposed modifications to C&M
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• Improve definition of “principal and interest only” which drives
the amortized cost classification
• Propose a 3rd category “ FV through OCI” for debt securities
that are “held either to collect contractual CF or to sell”
–
–
–

Avoid mismatch with IFRS4 project (possible use of OCI for
certain re-measurements of insurance liabilities)
Re-cycle gains and losses on de-recognition
Impairment reported in P/L as for amortised cost assets

8 Mai 2012 Project update and the future work plan

IASB - Classification and measurement
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Two steps approach:
• Step #1 Apply the cash flow characteristics test (“solely repayment of principal
and interest”) to the debt instruments – If failed, instruments valued at FV-P/L;
otherwise go to
• Step #2 Classify qualifying instruments according to the business model:
Amortized cost

Held to collect
Cash Flows

Loans (if “vanilla”)
Certain debt securities

Fair Value - OCI

Liquidity reserve /
Investing activity
(collect and sell)

Debt securities
Equity securities (OCI
Option in IFRS9 - 2009)

Fair Value – P/L
(default category)
(FV option at initial
recognition - only to
avoid mismatch)

Held for trading

Non vanilla debt
securities and loans
Instruments held for
trading
Equity securities
Derivatives

July 2011 Project update and the future work plan

IASB- Classification and measurement
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• Reclassifications
–
–
–
–

Only when change in business model (rare)
Prospectively from reclassification date
FV determined at reclassification date
If FV to AC, FV becomes new carrying amount and
determine new effective interest rate

• ‘own credit’ amendment can be applied independently
from other sections of IFRS 9

July 2011 Project update and the future work plan

Overview of general impairment model
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Change in credit risk since initial recognition
ECL allowance recognised
12 month ECL (lifetime ECL
adjusted for probability of default
in the next 12months)

Lifetime ECL

Lifetime ECL

Interest revenue
Gross basis

Gross basis

Stage 1
Performing

Stage 2
Underperforming

Net basis
Stage 3
Non-performing

The basis for the proposals of the
impairment model
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• The price (yield) reflects initial credit loss expectations
• When expected credit losses (ECL) exceed those initially
expected an economic loss is suffered
• This was best reflected in the 2009 ED

2013 Proposals reflects this in a more cost effective way by:
●

●

Recognising a portion of ECL initially
Recognising lifetime ECL when significant increase in credit risk
occurs

Feedback on 2013 proposals
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• Substantial support for our proposals
–

–
–

Fiel
dwo
rk

Support to consider increase in credit risk
in deciding when to recognise lifetime
ECL
Avoids excessive front loading of ECL
Pragmatic way to reflect the underlying
economics of lending (while considering
operational challenges)

• Consider the model operational
–
Comment
letters

–

Preparers can build on existing
information in credit risk management
systems
Many agree with the ‘low credit risk’ and
delinquency simplifications

Some additional work needed
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• Capture significant increase in credit
risk on timely basis
• Measurement objective of Stage 1
assets
• Defining default
• Use of simplifications
Fiel
dwo
rk

–
–
Comment
letters

30 days past due
‘low credit risk’

• Loan commitments
–

contractual life vs. behavioural life

Some additional work needed (cont’d)
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• FVOCI
–

practical expedients

• Time value of money
–
–

range of discount rates
net interest calculation stage 3

• Disclosure package
• Transition

Fiel
dwo
rk
Comment
letters

How much guidance required?

Working on convergence — similarities in
the proposed models
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• Expected credit loss models
–
–

Reflect more forward-looking information
Responsive to changes in credit expectations

• Provide enhanced disclosures compared to current US GAAP/
IFRS
• Measurement of expected credit losses (ECL)
–
–
–

Reflects management’s expectations based on past events, current
conditions, and reasonable and supportable forecasts
Not most likely outcome — instead must consider (at least) the
possibility that a default will occur and that a default will not occur
Consider the time value of money

Working on convergence – the way forward
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• Respondents noted convergence remains important but not at all
cost
• Proposals had overlapping comment periods
–
–

FASB comment deadline ended 31 May
IASB comment deadline ended 5 July

• Joint meetings
–
–
–

In July 2013 staff presented feedback from comment letters and
outreach
In September 2013 joint meeting on improvements of each model
Joint meetings while each board improves and clarifies its model
before considering areas for convergence

Finalising an impairment standard

Redeliberations
for 2013

Standard 2014
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Effective date?
Feedback
requested 3
years

Hedge Accounting
General model
Final published end 2013 (Chapter 6 of IFRS9)
Menu options available:
keep on using IAS39 hedge accounting, or
adopt IFRS9, or
adopt IFRS9 but continue to apply IAS39 for hedge
accounting on portfolios.

Macro Hedge Accounting (MHA)
●
●

Target Discussion Paper within a few months
Discontinue IAS39 when replaced by MHA

March 2012 Project update and the
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International Financial Reporting Standards

Revenue Recognition

The views expressed in this presentation are those of the presenter,
not necessarily those of the IASB or IFRS Foundation
July 2011 Project update and the future work plan

It is not all about financial instruments
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Revenue

Final Standard

2013

Leases

2nd Exposure
Draft

Comment deadline
13 September 2013

Insurance

2nd Exposure
Draft

Comment deadline
25 October 2013

Conceptual
Framework

Discussion
Paper

Comment deadline
14 January 2014

Overview of feedback on the
Nov.2011 ED
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Project objective and proposals are generally supported,
but…
• Requests to clarify and refine the proposals
–
–

Identifying separate performance obligations
Determining revenue over time

• Difficulties in practically applying proposals
–
–

Time value of money
Retrospective transition

• Disagreement
–
–
–

Disclosure requirements
Onerous performance obligations
Application to bundled contracts in the telecommunications industry

Significant decisions made by the
Board
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Presentation of expected and actual credit losses as an
expense line
–
–

Credit losses are not a revenue adjustment
Except that there is no revenue if collectibility is not probable
on day 1

Onerous contracts covered by IAS 37 (means not at an
individual PO level)
Constraints on variable consideration & sales-based royalties

July 2011 Project update and the future work plan

Last three items under discussion with
a view to achieve a converged standard

37

• How to establish a constraint on the recognition of
revenue when consideration is variable?
• Licenses of intellectual property: nature of the transferred
rights and when to recognize revenue (at “point in time“
versus “over time”); whether to have an exception for
recognition of revenues from sales-based royalties that
would otherwise be recognized when control of rights
transfers?
• Incorporate a “collectibility threshold”? (whether to
recognize revenue when there is significant doubt about
the customer’s ability to pay at the inception of the
contract)
July 2011 Project update and the future work plan

Project status
2010

2011
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2012

2013

June 2010

November 2011

March 2012

Q4 2013

Exposure
draft

Revised exposure
draft

Comment letter
deadline

Final standard (ASU /
IFRS)

Revenue from
Contracts with
Customers

Re-exposure of
Revenue from
Contracts with
Customers

April 2012

Retrospective transition
proposed

974 comment letters

358 comment letters

Roundtables
May 2012
onwards
Redeliberations

Effective date January 1, 2017

International Financial Reporting Standards

Lease Contracts

The views expressed in this presentation are those of the presenter,
not necessarily those of the IASB or IFRS Foundation
July 2011 Project update and the future work plan

Leases
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• ED issued in 2009 – significant modifications decided
based on feedback; further progress made on lessor
accounting
–

Boards decided in July 2011 to re-expose the proposals

• The FASB and IASB have developed a common model
●

Right of use model for both lessees and lessors

• Targeted re-exposure was found necessary to test the
lessor accounting models and the lessee “dual model”;
New ED published in May 2013 (120 days comment
period)
March 2012 Project update and the future work plan

Lessee
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‘Right of use’ accounting model: Lessee has
acquired the right to use an underlying asset and is
obligated to pay for that right with its lease payments
●

●

Recognise a right of use asset and a liability to make lease
payments (at present value)
Amortise the right of use asset and recognise interest
expense on liability
●

Question: how to amortise the ROU asset?

March 2012 Project update and the future work plan

Redeliberations—lessee model
Balance sheet*

DR ROU asset 2
CR Lease liability1

Economics of lease
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Income statement

Lessee
consumes more
than insignificant
portion of leased
asset

Amortisation expense
+ Interest expense

Lessee does not
consume more
than insignificant
portion of leased
asset

Lease expense

* For contracts >12 months (if <12m, continue current
operating lease acc.)
1 Measured at present value of lease payments
2 Initially measured at same amount as liability, plus initial direct costs

The rationale (lessee)
●

What the lessee
obtains in the
contract

●

Right to use an asset
Obligation to pay for that right

Not all leases are the same
●
10-year airplane lease => paying to acquire
the “piece of the airplane” consumed plus
financing
●
3-year real estate lease => paying only for use
of the lessor’s asset

●

Importance of
leased asset

●

How best to
reflect those
contracts in
lessee’s income
statement
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●

Recognise amortisation on ROU asset (and
interest on lease liability) when lessee
consumes a more than insignificant portion of
leased asset
Recognise straight-line lease expense when
lessee is paying only for use of the lessor’s
asset

Classification of leases*
Lessee consumes more
than insignificant portion
of leased asset
●

Leases of assets
other than
property unless:
●
Lease term is
insignificant
relative to
economic life of
asset
●
PV of lease
payments is
insignificant
relative to FV of
asset

* Both lessee and lessor
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Lessee does not consume
more than insignificant
portion of leased asset
●

Leases of property
(land and/or a
building) unless:
●
Lease term is
major part of
economic life of
asset
●
PV of lease
payments is
substantially all of
FV of asset

Where we are
2010

2013
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2013/
2014

August 2010
Exposure Draft
Leases

Q1 2013
Second Exposure
Draft
Leases

Comment period 4
months

Re-expose proposals

Outreach

Comment period 120
days

Working group
meetings

Focus on revisions to
2010 proposals

Re-deliberations

786 comment letters
received
Contained proposals
for both lessees and
lessors

Will contain proposals
for both lessees and
lessors

Consultation

TBD

TBD
Final Standard
Leases

Effective date: TBD
Will contain guidance
for both lessees and
lessors

International Financial Reporting Standards

Insurance contracts

The views expressed in this presentation are those of the presenter,
not necessarily those of the IASB or IFRS Foundation
July 2011 Project update and the future work plan

Insurance contracts
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• Joint project with FASB
• IASB and FASB due process steps not aligned
– IASB has issued an ED, FASB has not yet
–

Have reached different conclusions on some important issues

• IASB now proposes use of OCI for re-measurements of
insurance liability due to interest rates changes
• Board decided on 26/09/2012 to proceed with targeted reexposure (5 topics); Full ED published 20 June 2013

March 2012 Project update and the future work plan

International Financial Reporting Standards

Narrow scope projects
and Interpretations

The views expressed in this presentation are those of the presenter,
not necessarily those of the IASB or IFRS Foundation
July 2011 Project update and the future work plan

Narrow scope projects of IASB
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• Interim standard “Regulatory Deferral accounts” (rate
regulated entities)  ED in Q2 2013; Request for
Information in preparation for a comprehensive DP
• Bearer Biological Assets (IAS41)  ED before end of Q3
2013
• Clarification of acceptable methods of depreciation (IAS 16
and 38)
• Application of equity method (IAS28)
• Novation of OTC derivatives (IAS39) target IFRS end
2013
• Separate Financial statements (IAS27)  target ED 2013
July 2011 Project update and the future work plan

Most significant IFRIC activities
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• Puts on NCI –comment letters generally disagreed with IFRIC DI; Board
decided to deal with it through a revision to applicable standard (IAS32)
• Levies – in November, IFRIC confirmed its initial conclusions but decided
to reconsider the scope (too limited) and the accounting in interim
statements . IFRIC 21 published in May, 2013. EU endorsement in process
• Variable payments upon separate acquisition of PPE and in concession
agreements (IAS16 and IFRIC12) – no consensus on initial accounting
(IFRS3 or Leases model?) – Further discussion in Oct./Nov. 2013
• IAS 19 – Discount rates and high quality corporate bonds ; noted that
predominant practice has been to refer to AAA and AA as high quality;
judgment required too determine what current market yields on HQC
bonds are; IAS8.15 requires consistent accounting policies to determine
the DR.

July 2011 Project update and the future work plan

IFRS for SMEs – Timetable for revised
standard
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An estimate of the timetable for the comprehensive review is as follows:
• 26 June 2012—the Request for Information was issued. 30 November 2012—the deadline for
comments on the Request for Information.
• First half of 2013—the IASB discussed the issues identified during the Request for Information
process during its March-June 2013 meetings. The decisions made during these meetings
were included in IASB Updates for those meetings.
• 3 October 2013—the ED was issued - 3 March 2014 is the deadline for comments on the ED.
• Second quarter of 2014—the SMEIG reviews responses to the ED and makes
recommendations to the IASB.
• Second half of 2014—the IASB deliberates amendments to the proposals in the ED and
agrees final revisions to the IFRS for SMEs.
• Second half of 2014 or first half of 2015—the IASB issues final revisions to the IFRS for SMEs.
• Target date in 2016—effective date of revisions.
Senior Technical Manager, IFRS for SMEs
email: mfisher@ifrs.org
July 2011 Project update and the future work plan
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Expressions of individual views
by members of the IASB and
its staff are encouraged. The views
expressed in this presentation
are those of the presenter.
Official positions of the IASB on
accounting matters are determined
only after extensive due process
and deliberation.

