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Welcome to the November edition of IFRS in Focus – Canada. With the past few months seeing the issuance of several new exposure drafts, our
November edition supplements the respective Global IFRS in Focus newsletters for our Canadian readers. Need to access the Global in Focus
newsletters? Please click here.

We welcome your comments and suggestions at DeloitteIFRS@deloitte.ca.
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IASB and FASB publish revised revenue recognition exposure draft

On November 14, 2011, the IASB and FASB published for comment Exposure Draft:
Revenue from Contracts with Customers, a revised draft standard that converges the
revenue recognition standard for IFRSs and US GAAP. The core principles of the 2010
exposure draft have remained largely unchanged. However, the boards have clarified
and simplified the proposal in a number of areas. Click here for further details on the
proposals, along with a summary list of the changes. The comment period closes
March 13, 2012.

IFRS 9 effective date

At the November 7th IASB meeting, the Board tentatively decided that IFRS 9(2009)
and IFRS 9(2010) should be effective for annual periods beginning on or after 1
January 2015, consistent with the exposure draft proposals. Early application would
be permitted. There is also the possibility that certain aspects of existing IFRS 9 might
be revisited. Companies considering early adoption of this standard should be aware
that certain aspects may be subject to change. Click here for more detailed notes on
the November 2011 Board meeting.

Exposure draft on the prospective application of government
loans at below market rates for first time adopters

On October 20, 2011, the IASB published an exposure draft, ED 2011/5 Government
Loans (Proposed amendments to IFRS 1) that would provide relief to first-time
adopters of IFRSs by amending IFRS 1 to permit prospective application of the
requirement of IAS 20, paragraph 10A, to recognize the benefit of a government loan
advanced either interest free or at a below-market rate of interest as a government
grant. This proposed exemption would mean that a first time adopter of IFRS would
not need to determine the fair value of an interest free or low interest government
loan at inception of the loan if not required to do so under previous GAAP.

The proposed effective date for the exemption is annual periods beginning on or after
January 1, 2013, with early application permitted. Comments on the proposals are
due by January 5, 2012. Please click here for more information.

Given the timing of this amendment, the new exemption is expected to be of limited
use to Canadian companies who have already adopted IFRS. 
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IFRIC 20 Stripping Costs in the Production Phase of a Surface Mine

On October 19, 2011, the IFRS Interpretations Committee (“the Committee”) published IFRIC Interpretation 20,
Stripping Costs in the Production Phase of a Surface Mine (IFRIC 20). IFRIC 20 applies to all types of natural
resources that are extracted using the surface mining activity process and was developed as a result of identified
diversity in practice by the Committee in accounting for production stripping costs. 

IFRIC 20 addresses the following issues:

• Recognition of production stripping costs as an asset –either in accordance with IAS 2 Inventories or as a non 
current “stripping activity asset”, depending on the form of benefit received; 

• Initial measurement of the stripping activity asset at cost; and

• Subsequent measurement of the stripping activity asset at depreciated or amortized cost based on a systematic 
basis over the expected useful life of the identified component of ore body. Click here for more details.

What’s the main impact for Canadian mining entities? With more detailed criteria for recognition of a “stripping
activity asset” under IFRIC 20, in comparison to EIC 160 Stripping Costs Incurred in the Production Phase of a
Mining Operation, IFRIC 20 may represent a change in accounting practice for some Canadian mining entities.
Specifically, IFRIC 20 permits capitalization of stripping costs if all of the following three criteria are met:

• Probability of future economic benefit (improved access to the ore body) flowing to the entity;

• Identifiability of the component of the ore body for which access has been improved; and

• Measurability of the costs associated to the stripping activity.

In contrast, EIC 160 permitted capitalization of the stripping costs if the stripping activity could have been shown to
represent a “betterment” to the mineral property, with limited guidance provided on what constituted a
“betterment”. As a result, with more detailed recognition criteria under IFRIC 20, some entities may need to re-
examine their accounting policies under IFRIC 20.

Furthermore, where the costs of the stripping activity asset and of the inventory produced are not separately
identifiable, IFRIC 20 provides a more detailed cost allocation guidance based on a relevant production measure that
allows allocation between inventory produced and the stripping activity asset. No such equivalent guidance existed
under EIC 160, which may also result in a change in accounting practice as well as system changes for Canadian
mining entities to incorporate a new cost allocation process. 

Investment Entities – Exposure Draft

On August 25, 2011, the IASB issued ED/2011/4 Investment Entities (‘the ED’), which would require an investment
entity to recognize entities it controls at fair value through profit or loss rather than consolidating those entities.
Certain criteria would have to be met for an entity to be considered an investment entity and the proposals would
be applied prospectively, with comments due by January 5, 2012.

Under Canadian GAAP, investment companies follow AcG-18, Investment Companies, and present their investments
at fair value, as opposed to consolidating interests in investees where they have controlling interests. Furthermore,
Canadian investment companies following AcG-18 have had the adoption date of IFRS deferred. 

If approved, the IASB’s ED proposals would allow investment companies that meet the conditions to continue fair
value accounting. However, the definition of “investment entity” is not identical between Canadian GAAP and the
ED, and there may be circumstances where Canadian investment funds would not qualify as an investment entity
under the ED. Canadian investment companies are encouraged to examine the proposals in light of their particular
circumstances and to consider providing comments on the IASB’s exposure draft. 

Another significant difference for Canadian investment funds is that currently under AcG-18, the parent company of
the investment company may continue fair value accounting of the investment company’s investments if certain
criteria are met. However, the IASB is proposing that a parent of an investment entity that is not in itself an
“investment entity” would be required to consolidate any controlled investees held by the investment entity (that is,
fair value is not allowed at the parent level). In other words, fair value accounting for controlled investments would
not flow up into the consolidated financial statements of the investment company’s parent if the parent in not an
investment entity. 
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Given that the proposed investment company exemption may not be issued in time for Canada’s transition to IFRS,
the Canadian Accounting Standards Board (AcSB) has decided to take action to keep Canadian investment
companies from having to change their current accounting treatment for controlled investees and in January 2011,
the AcSB deferred the mandatory IFRS changeover date to January 1, 2013 for Canadian investment companies.
Click here for more updates from the AcSB on the Investment Entities project.
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