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This IASB Update highlights preliminary decisions of the International
Accounting Standards Board (the Board). The Board's final decisions on
Standards, Amendments and Interpretations are formally balloted as set
forth in the IFRS® Foundation and IFRS Interpretation Committee Due
Process Handbook.

The Board met in public on 13 to 14 December 2016 at the IFRS
Foundation's offices in London, UK.

The topics for discussion were:

*  Financial Instruments with Characteristics of Equity
e Implementation and maintenance of IFRS Standards
*  Rate-regulated Activities

e Conceptual Framework

e Primary Financial Statements

e  Disclosure Initiative

Financial Instruments with Characteristics of Equity (Agenda Paper
)

The Board met on 13 December 2016 to discuss the research project on
Financial Instruments with Characteristics of Equity (FICE).

The Board was given a summary of discussions to date (Agenda Paper 5A,

which was provided for information only).

Agenda Paper 5B: Application of the Gamma approach to derivatives on
‘own equity’

At this meeting, the Board discussed how the Gamma approach would
apply to classifying derivatives whose classification under 1AS 32
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Financial Instruments: Presentation has been challenging in practice. The X 2 ICHEH I N D D0 % &Eim Lo, Fmald, FEOEHEATLHT U
Board discussed whether a derivative with particular variables would be T4 T, BREEDHKAFT 200 E 5 MOV Tikam L7,
solely dependent on the residual amount. PO B+ e BB IR S U T2 T AT (T
In addition to the analysis set out in Agenda Paper 5B, the Board DINEETH DIEIEFR AR DT VNT 4 TOHGE~DH >~ « 778
requested the staff to consider the application of the Gamma approach to —FOEAIZOWTRET D L9 AL » ZIRB LT,
the clgssific_:ation of dgrivatiyes on ngn-controlling interests with an A LB P R LR Ao T
exercise price denominated in a foreign currency.
The Board was not asked for any decisions. TRORTY T
SHOEHT, FHREIKRO L EHERT D
Next steps
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interaction with legal and regulatory requirements; and
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maintenance projects.
Revenue from Contracts with Customers (oral update)

The Board received an oral update on the meeting of US stakeholders of
the Transition Resource Group (TRG) held by the FASB on 7 November
2016. No follow-up is required by the Board in respect of the issues
discussed at that TRG meeting.

Agenda Paper 12: IFRIC Update

The Board received an update from the November 2016 meeting of the
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IFRS Interpretations Committee (the Interpretations Committee). Details
of this meeting were published in the IFRIC® Update, available here.

Agenda Paper 12A - Agenda Paper 12E: Proposed amendments to 1AS
19 and IFRIC 14

The Board discussed Interpretations Committee recommendations on the
proposed amendments to IAS 19 Employee Benefits and IFRIC 14 1AS
19—The Limit on a Defined Benefit Asset, Minimum Funding Requirement
and their Interaction.

At this meeting, the Board tentatively decided to finalise the amendments
to IFRIC 14, subject to some drafting changes. Ten Board members agreed
with this decision and one member was absent.

For the amendments to IAS 19, the Board asked the Interpretations
Committee to consider the implications of including minor plan events (ie
plan events for which the past service cost, or gain or loss on settlement,
would not be material) within the scope of the amendments.

Other than the topic of minor plan events, the Board agreed with the
Interpretations Committee’s recommendations to finalise the amendments
to IAS 19, subject to some drafting changes. Ten Board members agreed
with this decision and one member was absent.

The Board did not discuss Agenda Paper 12D (transition, effective date
and first-time adoption) or Agenda Paper 12E (due process steps) at this
meeting.

Next steps

At a future meeting, the Interpretations Committee will discuss the
implications of including minor plan events within the scope of the
amendments to IAS 19. The Board will then consider the
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recommendations from the Interpretations Committee on this topic at a
future Board meeting, together with transition, first-time adoption,
effective date and due-process steps.

Agenda Paper 12F: IFRS 9 Financial Instruments: Prepayment
Options

The Board discussed whether to add to its agenda a narrow-scope project
on IFRS 9 Financial Instruments regarding financial assets with
symmetric ‘make-whole’ prepayment options. The Board considered the
classification of financial assets with such prepayment options applying
IFRS 9, together with a summary of feedback from the Interpretations
Committee. Interpretations Committee members had recommended that
the Board add the topic to its agenda.

The Board agreed with the staff recommendation to add a narrow-scope
project on financial assets with symmetric ‘make-whole’ prepayment
options.

Eight Board members agreed and two members disagreed with this
decision; one member was absent.

Next steps
The Board will discuss the topic at its January 2017 meeting.
Rate-regulated Activities (Agenda Paper 9)

The Board met on 13 December 2016 to consider proposals for a new
accounting model for rate-regulated activities.

The Board considered:

a. anoverview of the proposed model, including an explanation of
its objective and principles, together with numerical examples to

" &R

B, VEEH, #PA, Ta— T RORT v 7L L HITHRET S,

FOxUH - R—/)S—12F: IFRS % 9 B T£FE R : HIEMMEEA TS

-~

3

FHEDT, B TA A 7 AR—/L (make whole) | HifRETEEA 7
YO ARG PEIZES L CO IFRS 2 9 5 [&RhpE M) (2O TOR
oO7ayxl NaT7 oz BT RENE I NaEim LT, FES
m\:@i5&%@%E%ﬁ7yaV@Hwtiﬁﬁﬁnums%9%%ﬁ
ALTEHEOSEIZOWT, REHEERN LD T 4 — K3y 7 OFEL
kk%ﬁ@ﬂbhomﬁhﬂé 1D AUN—T, FEESNZDOIE Y
TV BT AL REL T,

Fad, W TAA 7 R—1 ] WIRATMEEA 7> 2 v Offniz4
R EICBET D2 RONEHO T e V=27 BT 5L 05 R v TRRIZ
Al L7,

BHLDEBE DAL N—NZOWREICERKR L T 248 Kx L, 1AIETKEL

71:_. o

2EDI T v T

FTESIIZDO My 722017 1 ADOESETERT D,
HERHFHREEFH (78 - R—/1—9)

&AL T, BRI SIEENZ DUV T OHT
FHETVOREERE LT,

FHx13 2016 4212 H 13 H
LW

%uﬁa:& IRD = k%’f*ﬁufbﬁ—o

a. REINCETNVOME (AMEOREAOHHZET) &, BN
B R ORI BIE 2 EDO X OISR 2 Z LIZR D E R



"H

R X

= &R

show how entities would recognise regulatory assets and
regulatory liabilities (Agenda Paper 9A); and

b. asummary of how concerns expressed by members of the
Accounting Standards Advisory Forum (ASAF) are addressed in
the model (Agenda Paper 9B).

The Board was not asked for any decisions.
Next steps

At a future meeting, the Board plans to discuss more detailed analyses
of scope, recognition, measurement, presentation and disclosure in the
proposed model.

Conceptual Framework (Agenda Paper 10)

The Board met on 14 December 2016 to discuss the Conceptual
Framework project. In particular, from the May 2015 Exposure Draft
Conceptual Framework for Financial Reporting (Exposure Draft) the
Board discussed measurement, capital maintenance, business activities and
derecognition. Further, the Board discussed the implications of long-term
investment on financial reporting.

Agenda Paper 10B, 10C and 10D: Measurement: redrafting the factors
to consider in selecting a measurement basis

The Board discussed a revised draft of the following sections of Chapter
6—NMeasurement of the Exposure Draft:

a. Introduction;
b. Measurement bases and the information that they provide;

c. Factors to consider when selecting a measurement
basis—relevance; faithful representation and the enhancing
qualitative characteristics.
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The Board agreed with the approach taken in the revised draft and made
several comments to be considered in finalising the text of the revised
Conceptual Framework.

Agenda Paper 10E: Business activities and long-term investment

The Board tentatively decided to confirm the approach to business
activities proposed in the Exposure Draft. Specifically, the revised
Conceptual Framework will discuss how the way in which an entity
conducts its business activities may affect decisions about the unit of
account, measurement, and presentation and disclosure, but will not
introduce business activities as an overarching concept that affects all
areas of financial reporting.

All 11 Board members agreed with this decision.

Further, the Board tentatively decided to confirm the approach to
long-term investment as proposed in the Exposure Draft. Specifically, the
revised Conceptual Framework will not:

a. comment on long-term investment as a business activity because
discussion of implications of any particular type of business
activity is most appropriately developed in individual Standards,
rather than generically in the revised Conceptual Framework;

b. include specific measurement or presentation concepts related to
long-term investment because the revised Conceptual Framework
will provide sufficient concepts to assist the Board in making
appropriate Standard-setting decisions on measurement and
presentation, including decisions for long-term investments; and

c. supplement the discussion of the information needs of the primary
users of financial statements with further discussion of the
information needs of long-term investors in the reporting entity
because the revised Conceptual Framework will provide
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sufficient concepts for the Board to address appropriately the
needs of all primary users of financial statements, including
long-term investors.

All 11 Board members agreed with this decision.
Agenda Paper 10F: Concepts of capital and capital maintenance
The Board tentatively decided to:

a. carry forward to the revised Conceptual Framework the existing
chapter on capital and capital maintenance; and

b. introduce that chapter with an explanatory statement in the
revised Conceptual Framework. This introduction will state that
the chapter represents the remaining text of the Framework for
the Preparation and Presentation of Financial Statements and has
not been updated in the Conceptual Framework project.

Eight Board members agreed and three members disagreed with these
decisions.

Agenda Paper 10G: Derecognition
The Board tentatively decided to:

a. confirm the derecognition concepts proposed in paragraphs
5.25-5.32 of the Exposure Draft. All 11 Board members agreed
with this decision.

b. retain the discussion of contract modifications in paragraphs
5.33-5.36 of the Exposure Draft. However, when considering
whether new rights and obligations added by a contract
modification should be accounted for as new assets or liabilities,
the notion that those rights and obligations should be “distinct” as
proposed in the Exposure Draft will be replaced with a reference
to the concepts on the unit of account. All 11 Board members
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agreed with this decision. SEDIX TV
Next steps 2017 4 1 A DR — FR#T, FHEIWECHT 2 MW THERT
At the January 2017 Board meeting the Board will discuss concepts Do
related to measurement. IHIZ, BHRSITIAHER &7 L —LT—7 TOSROER] 12
Further, the Board will discuss the Exposure Draft Updating Referencesto W\ Ci&iwd D,
the Conceptual Framework.
EAKBFE Primary Financial Statements (Agenda Paper 21) EXMERE (7o o5 » R—/1—21)
EE

The Board met on 14 December 2016 to discuss the scope of the Primary
Financial Statements project.

Agenda Paper 21: Scope of the project—cover note

The Board tentatively decided to focus on targeted improvements to the
statement(s) of financial performance and to the statement of cash flows.
All 11 Board members agreed with this decision.

The Board will decide at a later stage of the project whether it will issue a
Discussion Paper or an Exposure Draft as the first due process output of
the project. All 11 Board members agreed with this decision.

Agenda Paper 21A: Scope of the project—statement(s) of financial
performance

Board members tentatively decided, by consensus, to explore the
following topics:

a. requiring additional subtotal(s) in the statement(s) of financial
performance—earnings before interest and tax (EBIT) and/or
operating profit;

b. removing some of the options for presentation of income and
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Agenda Paper 21B: Scope of the project—other primary financial
statements and segment reporting

The Board tentatively decided to explore the following topics:

a.

expenses in existing IFRS Standards (eg presentation of net

interest cost on the net defined benefit liability);
C.

providing guidance on the use of performance measures,
including separate presentation of non-recurring, unusual or
infrequently occurring items; and

better ways to communicate information about other
comprehensive income (OCI).

elimination of options for the classification of the cash effects of a.

interest and dividends in the statement of cash flows. All 11 Board
members agreed with this decision.

alignment of the operating section across the statement of cash b

flows and the statement(s) of financial performance. All 11 Board
members agreed with this decision.

requiring a consistent starting point for the indirect reconciliation
of cash flows. All 11 Board members agreed with this decision.

development of templates for the statement(s) of financial d.

performance, the statement of cash flows and the statement of
financial position for a small number of industries. Eight of 11
Board members agreed and three members disagreed with this

decision. e.

development of a principle for aggregating and disaggregating
items in the primary financial statements. All 11 Board members

10
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agreed with this decision.

The Board tentatively decided not to consider targeted improvements to
the statement of financial position unless work on other areas of the
primary financial statements identifies possible improvements to that
statement. All 11 Board members agreed with this decision.

Additionally, the Board tentatively decided that segment reporting or the
presentation of discontinued operations should not be part of the scope of
the project. All 11 Board members agreed with this decision.

Next steps

The staff expects to start its discussions with the Board in Q1 of 2017.
Disclosure Initiative (Agenda Paper 11)

The Board met on 14 December 2016 to discuss the following
Disclosure Initiative topics:

a. the definition of materiality;
b. the Materiality Practice Statement; and

c. proposed amendments to IAS 7 Statement of Cash Flows—cash
restrictions proposals.

Definition of materiality

Agenda Paper 11A: Proposed clarifications to the definition of
materiality and due process summary

In April 2015, the Board tentatively decided to refine the definition of
materiality and clarify its key characteristics (the proposed clarifications)
in the Principles of Disclosure Discussion Paper. The Discussion Paper

11
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would have also included the rationale for not making substantive changes RAMZRAEE Z 2 2 Vil brtdi925 & LTz,
to the definition of materiality. B B
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Board members agreed with this decision.

Furthermore: S HIT,
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completed the necessary due process for issuing an Exposure TRERAEFZTLEEMEL WD Z 2R LI, LEn-T,
Draft. Therefore, the Board instructed the staff to begin balloting. BB IAL v 7ICEERZELRBT D L 0fr L,
b. no Board members indicated they would dissent from the decision b. AMEREZARTDHLEVIREICKKTIEMER LIEE R AV
to issue an Exposure Draft. =TT,
c. all Board members agreed that the comment period for the C. WA UN—REN, AHEROI AL MIMEZ 120 & T2 2
Exposure Draft should be 120 days. LITER LT,
Materiality Practice Statement EEHICET 5EHRdE

The Exposure Draft IFRS Practice Statement: Application of Materiality to ~ ABAELZE 1IFRS SEHseil i : MEHE R ~OBEEH O A | (EF iR ESR)
Financial Statements (the draft Practice Statement) was published in I%, 20154 10 12 120 HD a2 A > M TAR I N, EHELRERZOH
October 2015 with a 120-day comment period. The objective of the draft ~— FYI%, & HE DN EEMOBE % IFRS EEZ A L CTER S D —ik B
Practice Statement was to assist management in applying the concept of BARICHEHATOEOMIT LD L TH D,

materiality to general purpose financial statements prepared applying

IFRS Standards.

Agenda Paper 11B: Prior period information 7oz - RA——11B . BEERE

The Board discussed guidance on the application of materiality to prior Filnx, B OMBRER TRA S 1 5 IBF BT A~ O B EMEO T A I
period information provided in current period financial statements. The B2 042 2220 Tilgam Lo, FdEslT, REOEBTLEFEITKRD
Board tentatively decided that the final Practice Statement should: LT RETHD LEEMICHRE LT,

a. avoid describing or acknowledging the existence of two different
12
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approaches to prior period information, being the ‘corresponding
figures’ and ‘comparative financial statements’ approach. All 11
Board members agreed with this decision.

b. state that the assessment of whether to provide narrative and
descriptive prior period information should be made on the basis
of its relevance to understanding the current period financial
statements, in line with the requirements in IAS 1 Presentation of
Financial Statements. All 11 Board members agreed with this
decision.

c. acknowledge that an entity might choose, or be required to
include information in addition to the minimum prior period
information required by IFRS Standards. The Standards do not
prohibit the disclosure of additional information, but require that
such information is prepared in accordance with the Standards
and that it does not obscure information that is material according
to those Standards. Seven Board members agreed and four
disagreed with this decision.

Agenda Paper 11C: Due process steps followed

The Board reviewed the mandatory and non-mandatory due process steps
taken in developing the Practice Statement. The Board also considered:

a. the need for an Effects Analysis;

b. the re-exposure criteria in The IASB and IFRS Interpretations
Committee Due Process Handbook; and

c. the Practice Statement effective date.

Ten of 11 Board members confirmed they are satisfied that the Board has
completed all the due process steps required on the Materiality Practice

13

R iR
a. WEEFRICHLTD 2508257 7 a—F (IxbaEE ) K O
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Statement project and instructed the staff to begin the balloting process.

One Board member was absent. At this time, none of the Board members
present intends to dissent from issuance of the final Practice Statement on

materiality.
Proposed amendments to IAS 7—cash restrictions proposals

Agenda Paper 11D: Disclosures about restrictions on cash and cash
equivalents

The Board decided not to proceed with the work on the cash restrictions
proposals included in its Exposure Draft Disclosure Initiative, Proposed

Amendments to IAS 7, which was published in September 2014. The Board

noted that the work carried out on these proposals will inform the

Post-implementation Review of IFRS 12 Disclosure of Interests in Other

Entities.
Six Board members agreed and four disagreed with this decision.
Next Steps

The Board expects to start balloting the final Practice Statement on
materiality and the Exposure Draft on the definition of materiality in the
first quarter of 2017.

Work plan—projected targets as at 16 December 2016

The work plan reflecting decisions made at this meeting was updated on
the IASB website on 16 December 2016. View it here.
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