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 1. Does IFRS 13 cover the recognition of day 1 P&L for financial instruments 
where the mark to model value differs from the tran saction price? 

  
No. Under IFRS, the accounting requirements for the recognition of day 1 P&L 
remain in IAS 39 (AG76). This paragraph wording is amended by IFRS 13; 
however, the principle remains the same. That is, if the fair value is based on a 
valuation technique that uses only data from observable markets, then the 
difference between the fair value at initial recognition and the transaction price 
can be recognized as a gain or loss on day 1. If the valuation technique uses data 
from unobservable markets, then the transaction price is used on initial 
recognition and the day 1 gain or loss is not immediately recognized. 

  
 

 2. How do  the IASB’s and FASB’s approach es to hedge accounting differ ? 
 

The IASB and FASB have taken different approaches in the hedge accounting 
phase of their respective financial instrument projects. The IASB elected to take a 
comprehensive review of the hedge accounting requirements under IFRS, 
whereas the FASB elected to undertake a narrow review. The FASB staff has 
stated that the FASB will reconsider whether it should undertake a broader review 
when it reviews the comment letter responses it received from its publication of 
the IASB’s hedge accounting exposure draft which included questions for U.S. 
constituents. 

 
 
3. Has the IASB made any progress on the macro hedg e accounting model? 

 
The IASB continues to discuss the macro hedge accounting project. To date, the 
meetings have discussed: 
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• The overall project plan;  
• Risk management activities of financial institutions that hedge interest rate risk 

on a portfolio basis;  
• The accounting issues faced with the IAS 39 requirements; and  
• High-level considerations for the new model 

 
The Board will continue to discuss this project with the next meeting expected to 
be in September 2011.  

 
 
4. How would a lessee’s lease payments be reflected  in the statement of cash 

flows? 
 

The Boards tentatively decided that the statement of cash flows will present: 
 

• The allocation of principal and interest of cash paid for lease payments in 
accordance with current applicable IFRS or U.S. GAAP requirements 

• The cash paid for variable lease payments excluded from the measurement of 
the right-of-use asset and the liability to make lease payments as an operating 
cash flow 

• The acquisition of a right-of-use asset in exchange for a lease liability as a  
non-cash disclosure 

• The cash outflows for short-term leases not included in the liability to make 
lease payments as an operating cash flow 

 
 
5. I know that the telecom industry was very concer ned about certain aspects 

of the revenue recognition project. Did the Boards address their concerns? 
 

Many telecoms expressed concerns about the proposal to identify separate 
performance obligations because it may significantly change the way mobile 
operators recognize revenue relating to subsidized handsets. It is commonplace 
in a number of markets for handsets to be offered for free or at a heavily 
subsidized price upon a customer entering into an airtime contract for an 
extended period of time. Telecoms indicated that they view the supply of a 
handset as being incidental to, rather than separate from, the provision of airtime 
under the contract.  
 
In June 2011, the Boards tentatively decided not to revise the proposed model to 
address the concerns of the telecom industry. Several Board members noted that 
the objective of the revenue project was to create a single model that would be 
applied consistently across various transactions and industries and that it would 
not be possible to achieve that objective without affecting the accounting for some 
transactions and industries. In addition, other Board members noted that if they 
were to revise the proposed model in response to the concerns of the telecom 
industry, other industries might expect the Boards to revise the proposed model in 
response to their particular concerns. 
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6. In thinking about the re -exposure of the leases project, are their two or th ree 
big issues that companies should be focusing on whe n preparing their 
comment letter? 

 
The issues to focus on will depend on facts and circumstances, but a few areas to 
potentially focus on include: 
 
• The lessor accounting model which would require the recognition of a lease 

receivable as well as the recognition of the residual using an allocation 
methodology. Profit would be recognized if reasonably assured. The residual 
would be accreted during the lease term 

• In determining whether a lessee has “significant economic incentive” to renew 
a lease, the lessee would need to consider a number of factors, including 
entity specific factors (past practice, management intent, etc.). The 
consideration of entity specific factors would represent a change to current 
practice 

• The lease definition would be modified which could affect whether certain 
types of contracts are leases. For example, pricing would no longer be a 
consideration which is often an important factor for the energy industry in 
determining whether a power purchase agreement is a lease. The shipping 
industry will need to carefully consider how the new definition affects the 
accounting for their shipping contracts. These are just two industries of many 
that could be affected by the new lease definition 

 
 

7. Is there any other country that has similar fair  value measurement 
requirements in its local accounting applications o ther than U.S. before the 
implementation of IFRS 13? 

 
IFRS 13 provides the requirements for how to determine fair value. Prior to the 
issue of IFRS 13, the requirements for how to determine fair value were dispersed 
across various IFRSs. In many respects, the guidance in these other standards 
was similar to the guidance in IFRS 13. For example, IAS 39 contains similar 
guidance for how to determine fair value for financial instruments. Further 
research would be required to identify other countries with local accounting 
requirements similar to IFRS 13. 

 
 

8. The effective date of IFRS 9, does it mean the i ssued IFRS 9 will be effective 
from 2013, and other parts not issued as final stan dard will be delayed to 
2015? 

 
The IASB has tentatively decided to defer the effective date of IFRS 9 to be 
applicable for annual periods beginning on or after 1 January 2015. If this 
proposal is finalized, it will apply to the current IFRS 9 (i.e., including classification 
and measurement). This effective date is also tentatively intended to apply for the 
other phases of the IAS 39 replacement project (i.e., hedge accounting and 
impairment) when they are complete. However, this will not be finalized until those 
phases are complete. 
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9. Will the leasing of investment property (operati ng lease) also be out of 
scope of leases for lessee (as in case of lessor)? 

 
The Boards are expected to discuss this issue at a future meeting. 
 

 
10. Will IFRS be applicable to the non-profit secto r / non-governmental 

organizations? 
 

IFRS can be applicable to this sector. The basis of accounting used will often 
depend on the organization, the needs of donors, and market forces. 
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