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Objective of this paper 

1. The objective of this paper is to update the IFRS Interpretations Committee (the  

Interpretations Committee) on the current status of issues that are in progress but 

that are not to be discussed by the Interpretations Committee in the July 2013 

meeting. 

2. We have split the analysis of the work in progress into three broad categories: 

(a) ongoing issues: submissions that the Interpretations Committee is 

actively working on but the issue was not presented in this meeting; 

(b) issues on hold: submissions that the Interpretations Committee will 

discuss again at a future meeting but for some reason has decided to 

temporarily suspend work on the issue, for example, because there is an 

IASB project that might have a knock-on effect on the  Interpretations 

Committee’s discussions; and  

(c) new issues: submissions that have been received but have not yet been 

presented to the  Interpretations Committee. 

3. Submissions received since the July meeting relating to new issues are attached as 

appendices to this paper for information purposes only. 
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Ongoing issues 

4. The following table summarises the work in progress that will be discussed at a 

future meeting: 

Ongoing Issues 

Ref.  Topic Brief description Progress 

IAS 

12-14 

Income Taxes: 

Recognition of 

deferred tax for 

unrealised losses. 

 

The Interpretations Committee 

received a request to clarify the 

accounting for deferred tax assets 

when an entity: 

 has deductible temporary 

differences relating to 

unrealised losses on debt 

instruments that are classified 

as available-for-sale 

financials assets and 

measured at fair value;  

 is not allowed to deduct 

unrealised losses for tax 

purposes;  

 has the ability and intention to 

hold the debt instruments 

until the unrealised loss 

reverses; and  

 has insufficient taxable 

temporary differences and no 

other probable taxable profits 

against which the entity can 

utilise those deductible 

temporary differences.  

 

 

At its meeting in May 2013, the 

Interpretations Committee decided to 

recommend to the IASB that it should 

amend IAS 12 to clarify that deferred tax 

assets for unrealised losses on debt 

instruments are recognised, unless 

recovering the debt instrument by holding 

it until an unrealised loss reverses does not 

reduce future tax payments and instead 

only avoids higher tax losses. 

The Interpretations Committee understood 

that its recommendation would not always 

achieve an outcome for deferred tax 

accounting that would be consistent with 

the one that was recently 

discussed and proposed by the FASB. It 

expects that this will be the case if 

recovering the debt instrument by holding 

it until an unrealised loss reverses does not 

reduce future tax payments and instead 

only avoids higher tax losses.  

The Interpretations Committee noted that: 

 its recommended amendment to 

IAS 12; and 

 an amendment that achieves an 

outcome for deferred tax accounting 

that would be consistent with the one 

that was recently discussed and 

proposed by the FASB 

would be significantly different. The 

Interpretations Committee decided to 

consult with the IASB on the approach that 

is to be the basis for the amendment before 

discussing further details and drafting a 

proposed amendment. 

Following consultation with the IASB, the 

staff will present an analysis discussing 

analysis discussing further details, a 

recommendation and a draft proposed 

amendment to IAS 12 in a future meeting. 

IAS Income Taxes: Request for clarification of the 

 

At the May 2012 meeting, the  
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12-11 Recognition of 

deferred tax for a 

single asset in a 

corporate 

wrapper. 

calculation of deferred tax in 

circumstances in which the entity 

holds a subsidiary which has a 

single asset within it.  

Specifically, the question asked 

was whether the tax base that was 

described in paragraph 11 of 

IAS 12 and used to calculate the 

deferred tax should be the tax 

base of the (single) asset within 

the entity which holds it, or the 

tax base of the shares of the entity 

holding the asset. 

Interpretations Committee noted 

significant diversity in practice in 

accounting for deferred tax when tax law 

attributes separate tax bases to the asset 

inside and the parent’s investment in the 

shares and when each tax base is 

separately deductible for tax purposes.   

 

The  Interpretations Committee also noted 

that the current IAS 12 requires the parent 

to recognise both the deferred tax related 

to the asset inside and the deferred tax 

related to the shares, if tax law considers 

them to be two separate assets and if no 

specific exceptions in IAS 12 apply.  

 

However, considering the concerns raised 

by commentators in respect of these 

requirements in the current IAS 12, the  

Interpretations Committee decided in the 

May 2012 meeting to not recommend the 

IASB to address this issue through an 

Annual Improvement, but instead to 

explore further options to address this 

issue that would result in a different 

accounting for this specific type of 

transaction.  

 

Consequently, the  Interpretations 

Committee directed the staff to analyse 

whether the requirements of IAS 12 should 

be amended in response to the concerns 

raised by commentators. 

  

We plan to present this analysis at a future 

meeting.  

 

 

5. The Interpretations Committee decided in January 2013 to recommend to the 

IASB that the proposed amendment to IAS 1 Presentation of Financial 

Statements: Current/non-current classification of liabilities, should not be included 

in the Annual Improvements to IFRSs 2010-2012 Cycle. The IASB agreed with 

this recommendation and at its March 2013 meeting asked the Interpretations 

Committee to consider what clarifications could be made to IAS about this issue. 

Since this meeting, the IASB has formed the Disclosure Initiative in response to 

messages reported in its Feedback Statement: Discussion Forum- Financial 

Reporting Disclosure  (May 2013).  This issue will now be considered as part of 

the first stage of the Disclosure Initiative: Narrow-focus Amendments to IAS 1 

Presentation of Financial Statements. These proposals are expected to be 

published for comment in December 2013.  
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Issue on hold 

6. The following issue is on hold for the reasons stated: 

 

Issues on hold 

Ref.  Topic Brief description Progress 

IAS 39-

32 

IAS 39 

Financial 

Instruments: 

Recognition 

and 

Measurement—

Income and 

expenses 

arising on 

financial 

instruments 

with a negative 

yield—

presentation in 

the statement of 

comprehensive 

income 

The demand of investors 

for ‘safe harbour’ assets 

has increased to a degree 

that the yield on some 

assets (on some of the 

remaining high quality 

government bonds) has 

turned negative. This 

raises the question of 

how the income or 

expense that results from 

negative interest rates 

should be presented in 

the statement of 

comprehensive income .   

 

In September 2012 and January 2013, the IFRS 

Interpretations Committee discussed the 

ramifications of the economic phenomenon of 

negative effective interest rates for the presentation 

of income and expenses in the statement of 

comprehensive income.  

In September 2012,  the Interpretations Committee 

reached a tentative decision on how amounts of 

income and expense arising from a negative yield on 

a financial instrument should be presented in the 

Statement of Profit or Loss and published a tentative 

agenda decision for comment. 

In January 2013, the Interpretations Committee was 

concerned that finalising the tentative agenda 

decision could have unintended consequences on the 

classification of financial assets in accordance with 

IFRS 9 Financial Instruments which is currently 

subject to a project to consider limited scope 

amendments. The Interpretations Committee 

therefore decided to refrain from finalising the 

tentative agenda decision until the IASB has 

completed its redeliberations on the Exposure Draft 

Classification and Measurement: Limited 

Amendments to IFRS 9. 
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Issues on hold 

Ref.  Topic Brief description Progress 

IAS 2-1 Inventories: 

Long-term 

prepayments in 

inventory supply 

contracts. 

Request for clarification 

on the accounting for 

long-term supply 

contracts of raw materials 

when the purchaser of the 

raw materials agrees to 

make prepayments to the 

supplier. The question is 

whether the 

purchaser/supplier should 

accrete interest on 

long-term prepayments by 

recognising interest 

income/expense, resulting 

in an increase of the cost 

of inventories/revenue. 

At the January 2012  Interpretations Committee 

meeting, the  Interpretations Committee noted that the 

Exposure Draft (ED) Revenue from Contracts with 

Customers, published in November 2011, contains 

requirements regarding the time value of money.  

 

Provided that the requirements on the time value of 

money are not changed in the final revenue standard, 

this would apply in the seller's financial statements 

when prepayments are received.  The  Interpretations 

Committee observed that the principles regarding 

accounting for the time value of money in the seller's 

financial statements are similar to those in the 

purchaser's financial statements.  

 

The  Interpretations Committee decided to ask the 

IASB whether it agrees with the  Interpretations 

Committee's observation, and, if so, whether there 

should be amendments made in the IFRS literature in 

order to align the purchaser's accounting with the 

seller's accounting.  

 

At the February 2012 IASB meeting, the IASB agreed 

that a financing component contained in a purchase 

transaction should be identified and recognised 

separately.  As a result, interest would be accreted on 

long-term prepayments made in a financing transaction.  

However, the IASB noted that payments made when 

entering into a long-term supply contract might include 

premiums paid for securing supply or for fixing prices.  

The IASB noted that in such cases, it is not appropriate 

to accrete interest on these payments. Consequently, the 

IASB tentatively decided that it should be made clear 

that the clarifications proposed should only apply to 

financing transactions, ie transactions in which 

prepayments are made for assets to be received in the 

future.  

 

The IASB asked the  Interpretations Committee to 

consider addressing the diversity in accounting, not by 

amending the current literature as part of a separate 

IASB project, but by clarifying the purchaser's 

accounting through an interpretation.  

We will prepare a paper to be presented at a future 

IFRS Interpretations Committee meeting, where we 

will consider the result of the  IASB’s redeliberations 

on the ED on revenue. 
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New issues 

6. This table summarises those issues that have been received but not yet presented 

to the Interpretations Committee: 

 

New issues 

Ref. Topic Brief description Progress 

IFRIC 21-1 IFRIC 21–Levies The submitter requests the 

Interpretations Committee to clarify 

whether an obligating event for a 

levy that is subject to a minimum 

annual threshold can occur before 

that threshold is reached. 

The submitter describe two different 

circumstances as examples in which 

the legislations require an entity to 

pay levies that are subject to 

minimum annual thresholds as well 

as ‘pro-rata’ threshold if the entity 

starts or stops the relevant activities 

that give rise to the levies in the 

middle of the annual assessment 

period.  The submitter stated that 

there is a concern as to how ‘the 

activity that triggers the payment of 

the levy’ in paragraph 8 of IFRIC 21 

should be interpreted in identifying 

an obligating event. 

The submitter states that they are 

aware of three different views on an 

activity that triggers the payment of 

the levies in such circumstances; 1) 

the activity is passing the annual 

threshold, 2) the activity is passing 

the ‘pro-rata’ threshold, and 3) the 

activity is provision of relevant 

services (ie prior to passing the 

annual and ‘pro-rata’ threshold’).         

The original submission is 

included in Appendix A of 

this paper.  

We will bring this issue to a 

future Interpretations 

Committee meeting. 

IAS 32-16 IAS 32 

Classification of 

an instrument that 

is mandatorily 

converted, subject 

to a cap and floor 

During the discussion of Agenda 

Paper 17 at the July 2013 meeting, 

the Interpretations Committee asked 

the staff to analyse the accounting 

for a financial instrument that is 

mandatorily convertible into a 

variable number of the issuer’s own 

equity instruments, subject to a cap 

and a floor on the number of equity 

instruments to be delivered.  The 

Interpretations Committee asked the 

staff to analyse how the issuer of 

This issue was identified by 

the Interpretations 

Committee at its July 2013 

meeting for further analysis. 

We will bring this issue to a 

future Interpretations 

Committee meeting. 
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New issues 

Ref. Topic Brief description Progress 

such an instrument should classify it 

in accordance with IAS 32 Financial 

Instruments: Presentation.  The 

Interpretations Committee noted that 

this instrument is similar to the 

instrument described in Agenda 

Paper 17, but excludes the issuer’s 

option to settle early by delivering a 

fixed number of equity instruments.  

 

IAS 8-2  

 

IAS 8 Accounting 

Policies, Changes 

in Accounting 

Estimates and 

Errors: 

Distinction 

between a change 

in accounting 

estimate and a 

change in 

accounting policy 

The submitter requests the 

Interpretations Committee to clarify 

the distinctions between changes in 

accounting policies and changes in 

accounting estimates, in relation to 

the application of IAS 8 – 

Accounting Policies, Changes in 

Accounting Estimates and Errors. 

The submitter stated that enforcers 

have identified divergent practices 

regarding the assessment of whether 

a change qualifies as a change in an 

accounting policy or as a change in 

an accounting estimate in 

accordance with lAS 8. 

The submitter pointed out that the 

distinction between a change in 

accounting estimate and a change in 

accounting policy is important 

because IFRS requires a different 

accounting treatment resulting in 

application of the changes 

prospectively for a change in 

accounting estimate and 

retrospectively for a change in 

accounting policy. Moreover, IAS 8 

sets out stricter criteria for changes 

in accounting polices than for 

changes in accounting estimates. 

According to paragraph 14(b) of IAS 

8, in order to change an accounting 

policy the issuer should be able to 

justify that the change provides more 

relevant information, whereas there 

is no such explicit requirement for a 

change in accounting estimate.   

The original submission is 

included in Appendix B of 

this paper.  

We will bring this issue to a 

future Interpretations 

Committee meeting. 

IFRS 11-2 IFRS 11 – Joint 

Arrangements 

The submitter requests the 

Interpretations Committee to provide 

clarification with respect to the 

The original submission is 

included as Appendix B of 
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New issues 

Ref. Topic Brief description Progress 

Classification of 

joint arrangements 

under IFRS 11 – 

One party obliged 

to purchase 

100per cent of 

output 

classification of a joint arrangement 

in which one party is obliged to 

purchase all of the arrangement’s 

output.  The submitter thinks that the 

Standard does not specify whether 

the assessment of whether a joint 

arrangement is a joint venture or a 

joint operation should be made at the 

level of the parties as a group or by 

each party in isolation. 

Agenda Paper 19 of the July 

2013 meeting. 

We will bring this issue to a 

future Interpretations 

Committee meeting. 

IFRS 11-3 

 

IFRS 11 – Joint 

Arrangements 

Classification of 

joint arrangements 

under IFRS 11 –

Other facts and 

circumstances 

The submitter requests the 

Interpretations Committee to provide 

clarification with respect to the 

classification of a joint arrangement 

in the following circumstances: 

• Under the other facts and 

circumstances test, do the parties 

require a contract (i.e. legally 

enforceable rights and obligations) 

to purchase substantially all of the 

output of the arrangement in order to 

achieve classification as a joint 

operation?  

• Under the other facts and 

circumstances test, does the 

availability of third party finance 

preclude classification as a joint 

operation? 

The original submission is 

included as Appendix C of 

Agenda Paper 19 of the July 

2013 meeting. 

We will bring this issue to a 

future Interpretations 

Committee meeting. 

IAS 17 -10 

 

IAS 17 Leases: 

Interpretation and 

use of the term 

"incremental 

costs" in relation 

to initial direct 

costs as specified 

in IAS17 

Request for guidance on whether 

fixed staff costs–employees on 

payroll who spend all (or 

substantially all) of their time on the 

negotiation, arranging and creation 

of new transactions (leases and 

loans)–can qualify as "incremental 

costs" in terms of initial direct costs 

as specified in IAS17. 

According to the submission,  it is 

unclear how the requirements in IAS 

17 are applied and therefore there 

are two alternative views being 

applied in practice. 

The original submission is 

included as Appendix D of 

Agenda Paper 19 of the July 

2013 meeting. 

We will bring this issue to a 

future Interpretations 

Committee meeting. 

 

 

7. This paper does not include requests or issues that are still at a preliminary 

research stage. It will exclude, therefore, those issues for which further 

http://www.ifrs.org/Meetings/MeetingDocs/Interpretations%20Committee/2013/July/AP19%20-%20Interpretations%20Committee%20Work%20in%20Progress%20July.pdf
http://www.ifrs.org/Meetings/MeetingDocs/Interpretations%20Committee/2013/July/AP19%20-%20Interpretations%20Committee%20Work%20in%20Progress%20July.pdf
http://www.ifrs.org/Meetings/MeetingDocs/Interpretations%20Committee/2013/July/AP19%20-%20Interpretations%20Committee%20Work%20in%20Progress%20July.pdf
http://www.ifrs.org/Meetings/MeetingDocs/Interpretations%20Committee/2013/July/AP19%20-%20Interpretations%20Committee%20Work%20in%20Progress%20July.pdf
http://www.ifrs.org/Meetings/MeetingDocs/Interpretations%20Committee/2013/July/AP19%20-%20Interpretations%20Committee%20Work%20in%20Progress%20July.pdf
http://www.ifrs.org/Meetings/MeetingDocs/Interpretations%20Committee/2013/July/AP19%20-%20Interpretations%20Committee%20Work%20in%20Progress%20July.pdf
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information is being sought from the submitter or other parties to define the issue 

more clearly. 

8. We have reproduced in Appendix A and B new requests that we have added to the 

above list since the July 2013 agenda paper was prepared.  Both requests have 

been copied without modification, the submitters having waived anonymity. 

 

Question 

Does the Interpretations Committee have any questions or comments on the 

Interpretations Committee Outstanding Issues List? 
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Appendix A: IFRIC 21–Levies 
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Appendix B: IAS 8 Distinction between a change in 
accounting estimate and a change in accounting policy    
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