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June — October 2018
activities & achievements




2018 publications

Final documents

Issued June — October

» Definition of a Business (IFRS 3)

Upcoming

e Definition of Material (IAS 1 and IAS 8)

Issued year-to-date

» Conceptual Framework for Financial
Reporting

Consultation documents

* Proposed IFRS Taxonomy Update—Common
Practice (IFRS13) (Comments due 19 November
2018)

e Costs Considered in Assessing whether a
Contract is Onerous (Exposure Draft: Q4 2018)

e Financial Instruments with Characteristics of
Equity (Discussion Paper: comments due 7
January 2019)
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Presentation Notes

A key performance indicator for a standard setter is what we’ve issued.  This slide highlights issuances over the year, plus what’s to come in the coming months.
Final
Concepts – March 2018, effective immediately for Board and IFRIC
Def of Business – expected in October, effective date 2020, with early application permitted
Def of Material – expected in November, effective date 2020, with early application permitted.
Consultation documents
FICE – issued end of June, with 180 day comment period ending 7  Jan
Onerous contracts – ED expected in December with 120 day comment period
Proposed taxonomy update on common practice elements for IFRS 13 – issued in September, comment period closes 19 Nov



Upcoming major consultations

Goodwill and
Impairment
(Expected Date: TBD)
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Upcoming consultations – lot coming up in 2019.  Mindful of careful balance to not overload stakeholders, but at the same time keep progressing projects so improved standards can start benefitting investors as soon as possible.
A few things that may help 
We are trying to be better about hitting our projected timetables so you can plan better
All consultation docs on this slide will have at least a 120 day comment period, but could have more (eg, FICE)
DRM – this is a ‘light’ consultation to test the core model.  Not a full blown consultation document with all the bells and whistles.
PFS – heads up that timing of H1 may slip.  Big question is whether to go to DP or ED.  ED likely require extra work, but we still need to do our project planning to determine what the consequence of such a decision would be.





Definition of a Business

e Definition is broad

« Lack of guidance when a set of assets is not a business
» Assessing the relevance of processes acquired is difficult

» Set of assets may be a business for some market participants, but not for
other market participants

 How to apply definition when acquired entity generates no revenue

Board approach

« Simplifying and clarifying the application of IFRS 3

B FRS



Definition of a Business - Solution

Is substantially all of the
fair value of the gross

Optional assets acquired
concentration concentrated in a single Not a
test asset or group of similar Yes business
assets?
No

Does the set of assets

Assess include an input and a
whether an :
acauired y substantive process that Not a
. : significantly contribute to business
process is

the ability to create
outputs?

substantive

Yes

Business

B FRS



Definition of a Business -
Assess whether an acquired process is substantive

Does the acquired set of
assets have outputs?

Does it include:
- an acquired process that is
unique, scarce or difficult to
replace and significantly
contributes to continue producing
outputs?
or
- an organised workforce with
skills to perform an acquired
critical process?

Does it include:
- an organised workforce with
skills to perform an acquired
critical process and
- other inputs that the workforce
can convert into outputs?

Not a business Business Not a business

B FRS



Active projects




Active projects

Business Combinations under Common Control Discussion Paper H2 2019

Disclosure Initiative—Targeted Standards-level Review of
Exposure Draft

Disclosures

Primary Financial Statements (Agenda item 2) Bi;&tussion Paper or Exposure H1 2019
Management Commentary (Agenda item 3) Exposure Draft H1 2020
Rate-regulated Activities Birs;tussion Paper or Exposure H2 2019
Goodwill and Impairment (Agenda item 4) Birs;tussion Paper or Exposure

Dynamic Risk Management (DRM) Core Model H1 2019
Financial Instruments with Characteristics of Equity (Agenda item 5) Out for comment

Interbank Offered Rate (IBOR) Decide Project Direction December 2018
Pension Benefits that Depend on Asset Returns Review Research H2 2019

Extractive Activities Review Research - .
Ol R S



Business Combinations under Common Control

Business Combinations under Common Control (BCUCC) are
excluded from the scope of IFRS 3 Business Combinations

In practice, companies account for BCUCC using:

acquisition method predecessor method

as setout in IFRS 3 but there Is diversity in practice In
how the method is applied

concerns about the diversity in practice raised by
various interested parties, notably security regulators

B FRS



BCUCC—methods of accounting

Decision process Alternatives to explore

" 4

! e acquisition method, as
different methods : o
: in IFRS 3~
for different

transactions? * predecessor method?
‘ If yes, how to apply it?

T )

which which
method? methods?

single method

for all transactions
within the scope?

e other methods?

how to choose?
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Better Communication In
Financial Reporting




Central theme of our work

Better Communication in Financial Reporting

Financial statements Information outside
financial statements

Primary Disclosure Management

IFRS Taxonomy

Financial
Statements

Initiative Commentary

B FRS
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Presentation Notes
In 2015 the Board undertook an agenda consultation, to identify the areas of focus for next 5 years. Many respondents to the agenda consultation suggested that the Board should focus on ensuring that information included in the financial statements is communicated as effectively as possible, which is how better communications came about as one of major themes of the Board’s work in the coming years.
There are four main components to the Better communication theme. 
The first two focus on the content and organisation of the financial statements. 
The Primary financial statements project is one of key projects in this theme. It is looking at the structure and content of the primary financial statements with a particular emphasis on how to improve the reporting of financial performance
The Disclosure initiative looks at how to improve disclosures in the notes
Management commentary focuses on information outside financial statements
The fourth component of the Better communication theme is all about delivery of financial information using electronic format for which we use IFRS Taxonomy.



Disclosure Initiative—projects

Disclosure Initiative

Completed projects Work-in-progress

Materiality Targeted

Amendments Principles PiEdiee Standards-

to IAS 1 and Sﬁjﬁigs of Statement level Review
IAS 7 Disclosure of

Acco_ur_1ting Disclosures
Policies

Definition of
Material

B FRS
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Focus on 4 middle boxes – case studies, feedback statement, accounting policies, and targeted standards level review.  These 4 are related to the POD DP from Mar 2017.
Feedback on POD was need to clearly prioritise, establish boundaries with other projects.  These 4 projects (case studies to a lesser extent) are spin off projects from POD DP based on prioritisation.



Targeted Standards—Ilevel Review of Disclosures

B oocoive

 help stakeholders improve the usefulness of disclosures for
primary users

e not to change the volume of disclosure requirements, although
this may be a consequence

Guidance for the Board

 the Board will develop the guidance through public discussion

 the Board has selected IAS 19 Employee Benefits and IFRS 13
Fair Value Measurement to test the draft guidance

» formal stakeholder feedback will be obtained when the guidance
IS subsequently used as part of standard-setting

B FRS



Rate-regulated Activities—the regulatory agreement

* In defined rate regulation, the rate regulator intervenes to affect both the
amount and the timing of the price (P) billed to customers.

regulatory customer
agreement Rate-regulated entity contracts

perspective perspective

Focus of
the model

Dealt with
by IFRS 15

Rate regulator Entity’s customers

the contracts between the
entity and its customers

B FRS
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Presentation Notes
Rate-regulated activities are not addressed specifically in IFRS Standards, except Board issued IFRS 14 Regulatory Deferral Accounts in 2014 as Interim relief for first-time adopters of IFRS
Permits grandfathering of previous GAAP accounting practices
Enhanced presentation and disclosure

Currently developing an accounting model for consultation 
Based on Discussion Paper September 2014
Support for recognising some regulatory assets and liabilities

The relationship between the entity and its customers is a simple P × Q relationship: 
The entity satisfies its performance obligations by delivering goods or services (Q) in a specified period at a specified price (the regulated rate, P).  
The individual customers are obliged to pay, and the entity is entitled to receive, the amount billed (P × Q). 

In this project, we have been using ‘defined rate regulation’ as a label for a form of economic regulation established through a formal regulatory framework that imposes limitations on entry into an industry (and on exit from it) and that: 
is binding on both the entity and the rate regulator; and
establishes a basis for setting the regulated rate (ie a rate-setting mechanism) chargeable by the entity to its customers (ie ‘P’) for the transfer of specified goods and/ or services that comply with minimum quality levels or other service requirements.  


Financial instruments




Dynamic Risk Management (DRM)

—

« improve information regarding risk management and how risk
management activities affect the entity’s current and future economic
resources

B Guiding principles

 transparency

» consideration of capacity constraints
« dynamic nature

» performance measurement

Focused on solutions involving both measurement and disclosure

B FRS



Approach to developing the DRM model

= Current stage (July 2018)

» develop the ‘core areas’ that will shape the fundamentals of the DRM

model:

— asset profile

— target profile

— derivatives used for DRM purposes

— performance assessment| =) current stage

Next stage

» seek feedback on the ‘core version’ of the model before developing
the ‘non-core areas’. These include:

— financial assets at FVOCI
— equity as a source of funding

B IFRS



Outline of the DRM model

Assuming perfect alignment:

Derivative
iInstruments

’ Asset profile

» Asset profile (B) measured at amortised cost (per IFRS 9)

« Changes in fair value of derivative instruments (A) are recognised in
OCI and reclassified to P&L over the time horizon of the target profile

* P&L reflects the target profile

B IFRS



DRM—Asset profile

« financial assets managed on a portfolio basis for interest rate risk

Tentative Board Decision (February 2018)

« formal designation and documentation required

« portfolios must share similar risk characteristics, separate portfolios are required for:
— different currencies

— existence of prepayment features
* must comprise financial assets measured at amortised cost under IFRS 9
» designation of future transactions is permitted as long as they are highly probable

B IFRS



DRM—Target profile

« defined by the entity’s risk management strategy, which is influenced by an entity’s
financial liabilities (including demand deposits)

o target profile represents management’s objective for a given asset profile

Tentative Board Decision (March & April 2018)

« formal designation and documentation is required

« portfolios must share similar risk characteristics, separate portfolios required for:
— different currencies

— core demand deposits
 must comprise financial liabilities measured at amortised cost under IFRS 9
« designation of future transactions is permitted as long as they are highly probable
« notional amount of asset profile and target profile must be equal

B IFRS



Interbank Offered Rate (IBOR)
Challenge

 market developments question the long-term viability of interest rate benchmarks, such as
LIBOR

Objective

* monitor market developments and determine whether there are any implications for the existing
accounting requirements; if so decide whether the Board should take action

Board’s decision

» the discontinuance of IBOR could impact across financial markets and stakeholders are starting
to ask about financial reporting implications

e atits June 2018 meeting, the Board decided to add a research project to its active research
agenda

B FRS



Research pipeline and
post-implementation reviews




Research pipeline

Projects starting in coming Remaining pipeline projects

months (to start in 2019-2020)

* Pension Benefits that Depend on + Equity Method
gl [REL e e Pollutant Pricing Mechanisms

* Provisions e High Inflation: Scope of IAS 29

e Variable and Contingent
Consideration

e SMEs that are subsidiaries

B IFRS
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Presentation Notes
Following the September meeting, Extractive Activities and Pension Benefits that Depend on Asset Returns were moved to the active work plan from the research pipeline.



Research pipeline

Provisions

Variable and Contingent
Consideration

SMESs that are subsidiaries

Equity Method

Pollutant Pricing
Mechanisms

High Inflation: Scope IAS 29

Comments

Initial research on IAS 37 is largely complete, plan to update for revised
Conceptual Framework

Cross-cutting issue raised in agenda consultation and in earlier
deliberations of other topics. This work may also lead to follow on work on
risk-sharing and collaborative arrangements

Assess whether it is feasible to permit subsidiaries that are SMEs to use:
* the recognition and measurement of IFRS Standards with
» the disclosure requirements for SMEs

A number of queries over time. Topic to be investigated as part of PIR of
IFRS 11 Joint Arrangements

An analysis of the common economic characteristics of the various
mechanisms will be needed

Assess whether it is feasible to extend the scope of IAS 29 to cover
economies subject to high, rather than hyper, inflation. No other work is

planned on IAS 29
K FRS



Post-implementation reviews

Completed
—nNo action

Completed

IFRS 8 IFRS 3 IFRS 10, 11, 12

IFRS 13 IFRS 5

B FRS



Supporting Implementation




Why we support implementation

Objective in supporting the Standards

Because It...

We... In order to...

help stakeholders protects IFRS
obtain a common support consistent [ Standards as a single

set of global
Standards for the

understanding of the application of IFRS
requirements - ie what Standards

they are aiming for benefit of users

B FRS



The challenge

 |n supporting implementation and application of the Standards, the
challenge for a standard-setter is to balance:

Not undermine
principle-based nature
of IFRS Standards

Not disrupt practice

Responsive (preparers, auditors,
regulators)

B FRS



Maintenance projects—IFRS Standards

Board considering
feedback on
Exposure Drafts

Upcoming IFRS
Amendments

Upcoming
Exposure Drafts

Costs Considered
Definition of Accounting Policies and in Assessing
Material Accounting Estimates whether a Contract
Is Onerous

Property, Property, _ : Disclosure
Plant and Equipment: Accounting Policy Initiative—

Proceeds before Changes Accounting Policies
Intended Use

Classification of Annual

Liabilities as Availability of a Refund Improvements
Current or Non- (2017-2019 Cycle)

current

B IFRS



Resources avallable on our website

Supporting materials sorted by Standard

New IFRS IFRIC News and
website Standards Interpretations events

For example, for IFRS 9 Financial Instruments

oV,

’

=2

/ Articles

Transition

Agenda
’3 Resource “@» decisions

Group

Leaflet

Supporting IFRS
Standards

B FRS

www.ifrs.org/supporting-implementation/supporting-materials-by-ifrs-standard/ifrs-9/



http://www.ifrs.org/supporting-implementation/supporting-materials-by-ifrs-standard/ifrs-9/

IASB support for IFRS 17 implementation

-

Webinars

Articles and
other materials °

Conferences

Transition
Resource
Group (TRG)

% Education for

iInvestors
regulators

standard-setters

Board discussions
(annual improvements and
implementation challenges)

IFRS Interpretations
Committee discussions

Informal technical
discussions with

regulators

standard-setters

audit firms

\—/

Dedicated
website page

go.ifrs.org/IFRS-17-
implementation

B FRS
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Note series of 10 webinars that are accessible to all for free - about 65,000 views so far
Also user education for - 100 meetings with 500 investors and analysts 



Purpose of the IFRS 17 TRG

for discussion of
submitted questions

companies to
IFRS 17

Helps the If
more IS heeded

Webcasts, papers and
summaries available on web site
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Presentation Notes
Forum of large insurers, auditors and regulators – people deeply involved in impl - share their experience with implementation
Very open & transparent process
Anybody can submit a question to the TRG
All papers on website - summaries of all meetings including observations made by TRG members
And meetings are public – webcast live – & subsequently retrievable on website
TRG has now met 3 times this year, most recently for a 2-day meeting last week to discuss the impl Qs



Overview of submissions received on IFRS 17

m 42 - Topic specific TRG papers
m 24 - Answered applying only the words in IFRS 17
® 6 - Did not meet the submission criteria

m 4 - Implementation challenges

3 - Identified annual improvements or editorial
corrections

m 2 - Resulted in educational materials

B FRS
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So far, TRG rec’d 81 submissions 
Discussions help other s/holders.   Also useful for our Board to see if any action is needed to help with implementation, for example amendments to the Standard to fix inconsistencies between different requirements
So far has led us to identifying some narrow-scope AIPs that will be exposed in due course
Beginning to see that submissions are becoming more detailed to specific transactions and contracts
Another meeting is scheduled in December; but will consider the number & nature of the submissions that we will receive to confirm this meeting or decide to move it to Q1 2019



Next steps on IFRS 17

e October Board meeting
— understand concerns and implementation challenges

— consider criteria iIf Board decides to explore amending IFRS 17

e Future Board meetings
— consider whether any concerns and implementation challenges

Indicate that there might be a need to amend IFRS 17 (including
effective date)

« Ongoing activities to support IFRS 17 implementation

B FRS
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So far, TRG rec’d 81 submissions 
Discussions help other s/holders.   Also useful for our Board to see if any action is needed to help with implementation, for example amendments to the Standard to fix inconsistencies between different requirements
So far has led us to identifying some narrow-scope AIPs that will be exposed in due course
Beginning to see that submissions are becoming more detailed to specific transactions and contracts
Another meeting is scheduled in December; but will consider the number & nature of the submissions that we will receive to confirm this meeting or decide to move it to Q1 2019



Get involved

Find out more: www.ifrs.org

Followus: ¥ @IFRSFoundation

o IFRS Foundation
In International Accounting Standards Board

f IFRS Foundation
> ]

IFRS Foundation

Join our team: go.ifrs.org/careers




Join the IFRS Foundation team

0

a mission working with global access to network of  small organisation
that matters accounting experts influential people with a big impact

unigue development intellectually international
opportunities stimulating environment

visit go.ifrs.org/careers B FRS
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