
IFRIC Review.

Key decisions

IAS 37 Provisions, Contingent Liabilities and Contingent Assets – Levies
charged for participation in a market on a specified date
The Committee previously considered a request to clarify whether IFRIC 6 Liabilities
arising from Participating in a Specific Market – Waste Electrical and Electronic
Equipment should be applied by analogy to other levies charged for participation in
a market on a specified date. The request for clarification relates to when a liability
should be recognised for levies that are conditional on an entity participating in an
activity on a specified date.

At previous meetings, the Committee developed certain underlying principles
associated with recognition of a liability. The Committee noted that the obligating
event that gives rise to recognition of a liability is the activity that triggers the
payment of the levy as identified by the legislation. A constructive obligation to pay
a levy that arises from operating in a future period is not created even if an entity is
economically compelled to continue operating in that future period. Additionally, the
going concern principle would not affect whether an entity recognises a liability at
a reporting date for levies that arise from operating in future periods. The Committee
noted that an obligating event is necessary to create the present obligation and an
obligating event arises progressively if the activity that creates the present obligation
occurs over a period of time (e.g., if the obligating event as identified by the
legislation is the generation of revenues over a period of time).

The Committee indicated that an entity would recognise an expense upon recognition
of the liability for those levies within the scope of the interpretation, and the scope
of the interpretation would be limited to levies that are non-exchange transactions
(i.e., transactions in which the entity paying the levy does not receive any specific
asset directly in exchange for the payment of the levy). The Committee specified that
the recognition principles outlined above should be applied to both the annual and
interim financial statements. As a result, interim financial statements should not
include any anticipated levy expense if there is no present obligation to pay the levy
at the end of the interim reporting period, nor should the levy expense be deferred
if a present obligation to pay the levy exists at the end of the interim period.

At its May 2012 meeting, the Committee considered a draft interpretation presented
by the staff. The Committee agreed to publish the draft interpretation for public
comment with a 90 day comment period. The interpretation will address the
accounting for levies other than income taxes that are within the scope of IAS 12
Income Taxes.
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IAS 32 Financial Instruments: Presentation – Put options written over non-controlling interests
The Committee previously discussed the accounting for put options written over non-controlling interests (‘NCI puts’)
in the consolidated financial statements of the controlling shareholder because of diversity in accounting for the
subsequent measurement of the financial liability that is recognised for NCI puts.

In a previous meeting, the Committee recommended excluding NCI puts from IAS 32 through a narrow-scope
amendment which would change the measurement basis of NCI puts to the measurement that is used for other
derivative contracts. However, the IASB decided not to proceed with the proposed amendment but instead asked
the Committee to consider clarifying the accounting for subsequent changes in those liabilities by analysing whether
changes in the measurement of the NCI put should be recognised in profit or loss (P&L) or equity and whether
measurement should be applied more broadly to NCI puts and NCI forwards as opposed to just NCI puts.

The Committee analysed these issues and recommended that the Board should address the diversity in accounting
by proposing to amend IAS 27 Consolidated and Separate Financial Statements and IFRS 10 Consolidated Financial
Statements to clarify that all changes in the measurement of the NCI put must be recognised in P&L.

The Committee noted that paragraph 30 in IAS 27 and paragraph 23 in IFRS 10 give guidance on the accounting
in circumstances in which a change in ownership interests occurs. However, a NCI put is a financial liability whose
remeasurement does not trigger a change in ownership interests. Consequently, the Committee believed that these
two paragraphs were not relevant to the issues being considered. The Committee also noted that the clarification
is consistent with the requirements for other derivatives written on an entity’s own equity instruments.

While the Board agreed with the Committee’s tentative conclusion that changes in the measurement of the NCI put
must be recognised in P&L, the Board preferred that the Committee publish a draft interpretation as opposed to
amending existing IFRSs. The Board noted that the scope of the draft interpretation should exclude NCI puts that
are accounted for as contingent consideration in accordance with IFRS 3 Business Combinations, as IFRS 3 (revised
in 2008) provides the relevant measurement requirements for those contracts.

At its May 2012 meeting, the Committee decided to publish a draft interpretation to clarify that all changes in the
measurement of the NCI put must be recognised in P&L. The draft interpretation will propose retrospective application
and have a 120 day comment period.

IAS 16 Property, Plant and Equipment – Contingent pricing of property, plant and equipment and
intangible assets and IFRIC 12 Service Concession Arrangements – Payments made by an operator in
a service concession arrangement
The Committee previously considered a request to clarify the accounting for contractual costs to be incurred by an
operator in a service concession arrangement. The request for clarification relates to whether these costs should be
recognised at the start of the concession arrangement as an asset with an obligation to make the related payment,
or treated as executory in nature and recognised over the term of the concession arrangement.

At a previous meeting, the Committee asked that the staff develop a principle associated with the accounting for
variable concession fees. The Committee acknowledged that the Board’s project on leases considers the accounting
for variable payments. However, the Committee preferred not to wait until the completion of the Board’s leases
project before advancing the issue. Therefore, the Committee directed the staff to recommend the appropriate
accounting for such fees in consideration of the principles currently being discussed as part of the leases project.

At its May 2012 meeting, the Committee tentatively reconfirmed its recommendation that the principles that the
Board is developing in the leases project should be used as the basis for the accounting for contingent payments for
the separate purchase of property, plant and equipment and intangible assets. As such, the Committee instructed
the staff to prepare a paper for discussion at a future meeting which considers:

• whether the characteristics of contingent payments for the separate purchase of property, plant and equipment
and intangible assets are similar to the characteristics of variable payments in leases;

• what IFRS amendments would be required to enable the accounting for contingent payments for the separate
acquisition of property, plant and equipment and intangible assets to be consistent with the principles in the
leases project; and

• whether the accounting for contingent payments in IFRS 3 can be applied by analogy to the accounting for
contingent payments as an alternative to the principles in the leases project.
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The Committee then reconfirmed some of the tentative decisions reached at previous meetings regarding payments
made by an operator in a service concession arrangement. Specifically:

• the operator should account for a distinct good or service in accordance with the applicable IFRS if the concession
fee arrangement gives the operator a right to a good or service that is distinct from the service concession
arrangement;

• judgement should be used to determine whether the operator obtains control of the right of use of the asset and
therefore whether the arrangement is within the scope of IAS 17 Leases when concession payments are linked to
the right to use a tangible asset; and

• payments which are linked to the right to use a tangible asset, but where the arrangement does not represent an
embedded lease, should be analysed in the same way as a concession fee.

Similarly, regarding contractual payments to be made by an operator under a service concession arrangement within
the scope of IFRIC 12, the Committee reconfirmed:

• that the concession payment is an adjustment to the overall revenue consideration (i.e., consistent with the
accounting for contingent payments to customers under IAS 18 Revenue) if the service concession results in the
operator having a contractual right to receive cash from only the grantor (i.e., the financial asset model in IFRIC 12
applies); and

• that the concession payment represents consideration for the concession right (i.e., part of the cost of the intangible
asset recognised in accordance with IFRIC 12) if the service concession arrangement results in the operator having
only a right to charge users of the public service (i.e., the intangible asset model in IFRIC 12 applies).

The Committee tentatively decided to defer publishing an exposure draft of amendments to IFRIC 12 and any other
applicable IFRSs incorporating the above principles until the IASB re-exposes its leasing proposals given the
interaction between the two projects.

Tentative agenda decisions
Issues tentatively not added to the Committee’s agenda
IAS 16 Property, Plant and Equipment, IAS 38 Intangible Assets and IAS 17 Leases – Purchase of right to use land

IAS 19 Employee Benefits – Accounting for contribution-based promises (impact of the 2011 revisions to IAS 19)

IAS 39 Financial Instruments: Recognition and Measurement – Accounting for different aspects of restructuring
Greek Government Bonds

Issues considered for Annual Improvements
Issues recommended for inclusion in the 2011 – 2013 cycle for Annual Improvements
IFRS 1 First-time Adoption of International Financial Reporting Standards – Meaning of effective IFRSs

Other issues considered
Post-implementation review
IFRS 8 Operating Segments

Work-in-process issues
IFRS 3 Business Combinations – Continuing employment

IAS 12 Income Taxes – Recognition of deferred tax for a single asset in a corporate entity

IAS 18 Revenue, IAS 37 Provisions, Contingent Liabilities and Contingent Assets and IAS 39 Financial Instruments:
Recognition and Measurement – Regulatory assets and liabilities

IAS 19 Employee Benefits – Accounting for contribution-based promises (reconsideration of draft interpretation
D9 Employee Benefit Plans with a Promised Return on Contribution or Notional Amounts)

IAS 41 Agriculture and IFRS 13 Fair Value Measurement – Valuation of biological assets using a residual method

IFRIC 15 Agreements for the Construction of Real Estate – Meaning of continuous transfer of control in real
estate transactions
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Administrative session
Committee outstanding issues report

Summary of Committee discussions

Tentative agenda decisions
IAS 16 Property, Plant and Equipment, IAS 38 Intangible Assets and IAS 17 Leases – Purchase of right
to use land
The Committee received a request to clarify whether the purchase of a right to use land (‘land right’) should be
accounted for as a purchase of property, plant and equipment, purchase of an intangible asset or a lease of land.
The request included a specific fact pattern where the laws and regulations in the jurisdiction do not permit entities
to own freehold title to land. Instead, entities could purchase the right to exploit or build on land.

The Committee identified characteristics of a lease in the fact pattern provided and acknowledged that the current
scope of the IASB’s leasing project does not exclude from its scope long-term land rights. The Committee noted that
a lease could be indefinite with extensions or renewals and that, therefore, the existence of an indefinite period
does not preclude a right to use an asset from qualifying as a lease in accordance with IAS 17.

The Committee tentatively decided not to take the issue onto its agenda because the fact pattern is specific to
a jurisdiction and thus it is too narrow to undertake the due process associated with an interpretation or an annual
improvement. The Committee will reconsider this tentative decision in a future meeting.

IAS 19 Employee Benefits – Accounting for contribution-based promises (impact of the 2011 revisions to IAS 19)
The Committee considered a request to clarify whether the revisions to IAS 19 in 2011 affect the accounting for
contribution-based promises.

The Committee noted the revisions to IAS 19 in 2011 clarified the treatment of risk-sharing features in which the
cost of a pension promise is shared between the employee and the employer. Its scope was not intended to address
elements specific to contribution-based promises. Accordingly, the Committee does not expect the revisions to
IAS 19 to result in a change to the accounting for contribution-based promises unless such promises also include
elements of risk-sharing arrangements between employees and employers. However, the Committee acknowledged
that the revisions might result in changes to the presentation of contribution-based promises. The Committee’s
conclusions were supported by paragraph BC148 of IAS 19 (revised in 2011), which notes that the measurement
of contribution-based promises and similar promises was beyond the scope of the 2011 revisions.

On the basis of the analysis described above, the Committee tentatively decided not to add this issue to its agenda.
However, the Committee intends to consider adding the more broad issue of the accounting for contribution-based
promises to its future agenda. See consideration of this more broad issue within the ‘Other issues considered’
section below.

IAS 39 Financial Instruments: Recognition and Measurement – Accounting for different aspects of
restructuring Greek Government Bonds
The Committee considered a request for guidance on the circumstances in which the restructuring of Greek
government bonds (GGB) should result in derecognition of the whole asset, or only part of it, in accordance with
IAS 39. The restructuring of GGBs includes a 53.5 per cent forgiveness of the principal amount, a 31.5 per cent
exchange of the principal amount for 20 new Greek bond instruments with maturities of 11 to 30 years (with
coupons of 2 per cent from 2012 to 2015, then 3 per cent from 2015 to 2020 and 4.3 per cent from 2020
to 2042) and the remaining 15 per cent of principal amount exchanged for short-dated securities issued by the
European Financial Stability Facility. In addition, for each new bond, participants will also receive a security with
an initial nominal amount of €100 where the holder is not entitled to receive principal or interest but instead the
security is linked to the Gross Domestic Product (GDP) of Greece. The Committee acknowledged that in the fact
pattern submitted, all of the bondholders received the same restructuring deal irrespective of the terms and
conditions of their individual holdings. The different bonds were not modified in contemplation of their respective
terms and conditions but instead replaced by a new uniform debt structure. Likewise, the terms and conditions of
the new bonds are substantially different from those of the old bonds, including changes in governing law, the
introduction of contractual collective action clauses and the introduction of a co-financing agreement that affects
the rights of the new bond holders, and modifications to the amount, term and coupons.

The request for clarification specifically questions:
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• whether the portion of the old GGBs that are exchanged for 20 new bonds with different maturities and interest
rates should be derecognised, or conversely accounted for as a modification or transfer that would not require
derecognition;

• whether IAS 8 Accounting Policies, Changes in Accounting Estimates and Errors would be applicable in analysing
the submitted fact pattern;

• whether either paragraphs AG8 or AG62 of IAS 39 would be applicable to the fact pattern submitted if the GGBs
were not derecognised; and

• what is the appropriate accounting for the GDP-linked security that was offered as part of the restructuring of GGBs?

Exchange of financial instruments
The Committee noted that the narrow fact pattern considered in the submission highlights the diversity in views that
has arisen in relation to the accounting for the portion of the old GGBs exchanged for 20 new bonds with different
maturities and interest rates. In considering whether: the portion of the old GGBs exchanged should be derecognised,
IAS 8 should be applied and the exchange should be considered a transfer within the scope of paragraph 17(b) of
IAS 39, the Committee observed that the term ‘transfer’ is not defined in IAS 39. However, paragraph 18 of IAS 39
states that an entity transfers a financial asset if it transfers the contractual rights to receive the cash flows of the
financial asset. Accordingly, the Committee noted that in the fact pattern submitted, the bonds are transferred back
to the issuer rather than a third party and therefore, the transaction should be assessed against paragraph 17(a)
of IAS 39.

In determining whether the financial asset is extinguished, paragraph 17(a) of IAS 39 requires an entity to assess the
changes made as part of the bond exchange against the ‘expiry’ of the rights to the cash flows. Entities may
consider applying IAS 8 because of the absence in IAS 39 of guidance regarding when a modification of a financial
asset results in derecognition. However, application of IAS 8 requires judgement to develop and apply an accounting
policy. Paragraph 11 of IAS 8 requires that in determining an appropriate accounting policy, consideration must first
be given to the requirements in IFRSs dealing with similar and related issues. The Committee noted that in the fact
pattern submitted, that requirement would lead to the development of an analogy to the notion of a substantial
change of the terms of a financial liability in paragraph 40 of IAS 39.

Paragraph 40 of IAS 39 sets out that such a change can be impacted by both the exchange of debt instruments
and the way in which the terms of an existing instrument are modified. Hence, if this analogy to financial liabilities
is applied to financial assets, a substantial change of terms would result in derecognition of the financial asset
regardless of whether the change was effected by exchange or by modification.

The Committee noted that if the guidance for financial liabilities is applied by analogy to assess whether the
exchange of a portion of the old GGBs for 20 new bonds is a substantial change of the terms of the financial asset,
the assessment must consider all changes made as part of the bond exchange. In the fact pattern submitted, the
relevant facts led the Committee to conclude that treating the transaction as either an extinguishment under
paragraph 17(a) of IAS 39 or a substantial change of the terms of the asset would result in derecognition.

The Committee noted that partial derecognition did not apply in the fact pattern submitted. This Committee
reached this conclusion assuming the part of the principal amount of the old GGBs that was exchanged for new
GGBs could be separately assessed for derecognition. Based on this assessment, the Committee noted that the
exchange of the old GGBs was the result of a single agreement that covered all aspects and types of consideration
for surrendering the old GGBs.

Notwithstanding the above analysis, the Committee tentatively decided not to add this item to its agenda as both
approaches mentioned above would lead to derecognition.
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Accounting for the GDP-linked security granted as part of the restructuring of GGBs
The Committee then considered the request for guidance regarding the appropriate accounting for GDP-linked
securities offered as part of the restructuring of GGBs.

The fact pattern outlined in the submission assumes that the indexation to the issuer’s GDP is a non-financial variable
specific to a party to the contract. However, the submitter acknowledged that IAS 39 refers to a ‘non-financial variable
that is not specific to a party to the contract’ but does not define the meaning of that term. The Committee accepted
that this issue has been raised to both the Committee and the Board on previous occasions, yet the Committee has
not taken the issue onto its agenda out of concern that it could not resolve the issue efficiently within the confines
of existing IFRSs and the conceptual framework and that it was not probable that it would be able to reach a
consensus on the issue on a timely basis. The Committee reconfirmed its previous decisions not to take this issue
onto its agenda and therefore acknowledged that it would remain an open question whether the assumption in
the submission is appropriate.

However, the Committee thought that it could highlight several aspects that should be considered when assessing
the accounting for the GDP-linked securities. The Committee highlighted the following:

• The GDP-linked security is a structured option that entitles the holder to cash payments depending on the nominal
and the real GDP of the issuer exceeding particular thresholds.

• Mandatory classification as at fair value through profit or loss applies only if the GDP-linked security is a derivative
or is otherwise held for trading.

• The definition of loans and receivables excludes those financial assets “for which the holder may not recover
substantially all of its initial investment, other than because of credit deterioration, which shall be classified as
available for sale”.

• The definition of held-to-maturity investments requires that an entity has the positive intention and ability to
hold that financial asset to maturity. The application guidance in IAS 39 clarifies that “the criteria for classification
as a held-to-maturity investment are met for a financial asset that is callable by the issuer if the holder intends
and is able to hold it until it is called or until maturity and the holder would recover substantially all of its
carrying amount”.

• Classification as available for sale debt instruments is required unless the GDP-linked securities are classified as at
fair value through profit or loss.

• Entities should consider the operational complexities of applying the effective interest method to the GDP-linked
securities owing to their complex cash flow profile.

The Committee concluded that no clarification of IAS 39 was required for assessing the accounting for the 
GDP-linked securities, and likewise, acknowledged that IFRS 9 Financial Instruments, which supersedes IAS 39,
already uses a different classification for financial assets. As a result, the Committee tentatively decided not to add
the issue to its agenda.

Issues considered for Annual Improvements
The Committee deliberated one issue for potential inclusion within Annual Improvements.

IFRS 1 First-time Adoption of International Financial Reporting Standards – Meaning of effective IFRSs
The Committee considered a request to clarify the meaning of ‘effective’ in paragraph 7 of IFRS 1 when the
issuance of an IFRS which is not yet mandatorily effective results in two possible versions of an IFRS that are
potentially effective at the end of an entity’s first IFRS reporting period.

The Committee noted that if a new IFRS is not yet mandatorily effective but permits early application, the entity
would be permitted, but not required, to apply that IFRS in its first IFRS financial statements provided that the IFRS
is applied throughout all periods presented in its first IFRS financial statements.

The Committee observed that the requirement in paragraph 7 is clear, but acknowledged necessary clarifications to
paragraph BC11 to avoid misunderstanding. Consequently, the Committee decided to recommend that the Board
amend BC11 through Annual Improvements by adding a new paragraph in the Basis for Conclusions.
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Post-implementation review
IFRS 8 Operating Segments
In 2007, the Trustees added a post-implementation review process (PIR) of each new IFRSs or major amendment as
a mandatory step to the IASB’s due process requirements. Phases of the PIR include an initial assessment and public
consultation phase and an evaluation of evidence and presentation of findings phase, in which the initial assessment
phase draws on a broad network of IFRS-related bodies and interested parties, including the Committee.

At its May 2012 meeting, the Committee discussed changes in the general approach to the Board’s post
implementation review process subsequent to March 2011 – the date in which the Committee was last consulted
on the generic methodology of PIRs. The Committee also reviewed the draft schedule of issues identified for
investigation during the PIR of IFRS 8.

Other issues considered
IFRS 3 Business Combinations – Continuing employment
The Committee considered a request for guidance on the accounting for contingent payments to selling
shareholders in circumstances in which those selling shareholders become employees. The request for clarification
relates to whether IFRS 3 should be conclusive in determining that an arrangement in which payments to an
employee are forfeited upon termination is remuneration for post-combination services and not part of the
consideration for an acquisition, or whether this is an indicator but not, on its own, determinative that the payment
is compensation.

The Committee noted that IFRS 3 is part of the joint effort by the IASB and US Financial Accounting Standards Board
(FASB) to promote convergence of IFRS and US GAAP accounting standards. Consequently, the Committee
instructed the staff to consult both the IASB and FASB to determine whether IFRS 3 (IFRSs only) and Topic 805
Business Combinations (US GAAP only) should be conclusive in the fact pattern described above. Dependent on the
results of that consultation, the Committee will seek direction from the IASB as to whether and how IFRSs should
be amended.

IAS 12 Income Taxes – Recognition of deferred tax for a single asset in a corporate entity
The Committee previously considered a request to consider whether an entity that holds a subsidiary with a single
asset should calculate deferred tax using the tax base described in paragraph 11 of IAS 12 or the tax base of the
shares of the entity holding the asset. This question arises because it is common that the asset will be realised by
selling the shares of the entity that holds the asset, rather than selling the asset on its own.

In a previous meeting, the Committee noted paragraphs 15 and 24 of IAS 12 require recognition of deferred taxes
for all temporary differences associated with an asset except when certain conditions are met. The Committee also
observed that paragraph 39 of IAS 12 requires recognition of deferred tax for all temporary differences associated
with investments in a subsidiary that holds the underlying asset unless certain conditions are met. Finally, the
Committee noted that paragraphs 7 and 38 of IAS 12 require that the tax bases used to calculate those temporary
differences are those relating to both the underlying asset and the investment in the shares of the entity that holds
the underlying asset. Consequently, the Committee noted that entities cannot avoid recognising deferred taxes for
temporary differences relating to underlying assets even if the entity does not expect to dispose of the asset
separately from the entity which holds the asset unless tax law considers the single asset and the shares of the
entity holding the asset to be two separate assets and the initial recognition exceptions apply.

However, the Committee observed diversity in practice regarding the recognition of deferred taxes for temporary
differences relating to underlying assets. Consequently, the Committee requested that the staff perform further
analysis on this issue with the objective of assessing whether the issue could be clarified through an annual
improvement.

At its May 2012 meeting, the Committee reconfirmed its view that current IAS 12 requires the parent to recognise
both the deferred tax related to the underlying asset and the deferred tax related to the shares, if tax law considers
the single asset and the shares of the entity holding the asset to be two separate assets and if no specific exceptions
in IAS 12 apply. However, the Committee decided not to recommend an annual improvement to the Board in this
meeting but to explore further options to address this issue that would result in a different accounting for this
specific type of transaction. The Committee directed the staff to analyse whether the requirements of IAS 12 should
be amended in response to identified diversity in practice. The Committee noted that such amendments would be
more than clarifying or correcting in nature and therefore beyond the scope of the Annual Improvements project.
However, targeted amendments to IAS 12 that are narrow in scope could be developed by the Committee in
consultation with the Board as separate amendments to IAS 12. The staff will present its analysis in a future meeting.
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IAS 18 Revenue, IAS 37 Provisions, Contingent Liabilities and Contingent Assets and IAS 39 Financial
Instruments: Recognition and Measurement – Regulatory assets and liabilities
The Committee received a request to clarify whether a regulatory asset or regulatory liability should be recognised
when a regulated entity is permitted to recover costs or required to refund some amounts, independently of the
delivery of future services. The request for clarification specifically questions whether the population of customers
can be regarded as a single unit of account and, if so, whether it is acceptable to recognise an asset or liability.

In its May 2012 meeting, the Committee did not address the two specific questions raised in the submission. Instead,
the Committee considered the question of recognition of regulatory assets and liabilities more broadly. The Committee
acknowledged a previous conclusion in 2005 on the subject of whether or not it would be appropriate to recognise
a regulatory asset; ultimately concluding that an entity should only recognise assets that qualify for recognition in
accordance with the IASB’s conceptual framework and with relevant IFRSs such as IAS 11 Construction Contracts,
IAS 18, IAS 16 and IAS 38. The Committee noted a lack of consequential amendments to these IFRSs subsequent to
reaching is previous conclusion, and thus, concluded that its past conclusion on this issue is still valid. The Committee
further observed that recognition of regulatory assets and liabilities would generally not be in accordance with the
IASB’s conceptual framework.

The Committee also acknowledged that as part of the IASB’s project on rate-regulated activities, the IASB concluded
that the issue could not be resolved quickly. Given the status reached by the Board, the Committee observed that
this issue is too broad for the Committee to address within the confines of existing IFRSs and the conceptual
framework. Nevertheless, the Committee noted that it would discuss conclusions reached at this meeting with the
Board so that the Board can consider whether to add a project related to rate-regulated activities to its agenda.

The staff will inform the Committee of the results of its discussion with the IASB in the July Committee meeting.

IAS 19 Employee Benefits – Accounting for contribution-based promises (reconsideration of draft
interpretation D9 Employee Benefit Plans with a Promised Return on Contribution or Notional Amounts)
In considering the narrow question about the impact of the 2011 revisions to IAS 19 on the accounting for
contribution-based promises (see tentative agenda decision above), the Committee acknowledged a broader
question about how to account for contribution-based promises. The Committee previously considered this issue
and published IFRIC Draft Interpretation D9 in 2004 which considered the accounting for contribution-based
promises within its scope. However, the Committee suspended this project in 2006 and instead referred the issue
to the IASB to be included in the IASB’s project on post-employment benefits. The IASB later deferred work on this
issue to a future broader project on employee benefits.

Given the IASB’s decision to defer work on this issue, the Committee decided to revisit the issue and requested that
the staff bring proposals regarding how to address the accounting for contribution-based promises to a future
meeting.

IAS 41 Agriculture and IFRS 13 Fair Value Measurement – Valuation of biological assets using 
a residual method
The Committee considered a request to clarify paragraph 25 of IAS 41 regarding the use of a residual method to
arrive at the fair value of biological assets physically attached to land if the biological assets have no separate market
but an active market exists for the combined assets. The submitter noted that if the fair value of land is determined
based on its highest and best use as required by IFRS 13, a variance between the highest and best use of the land
and its current use may result in a minimal or nil fair value for the biological assets when applying the residual
method.

The Committee observed that it is unlikely that the residual method would be appropriate if it returns a nil or minimal
value for the biological assets. However, the Committee was not prepared to propose an amendment to IFRSs in
respect of this issue. The Committee requested that the staff bring back a proposed tentative agenda decision to
a future meeting.

IFRIC 15 Agreements for the Construction of Real Estate – Meaning of continuous transfer of control 
in real estate transactions
The Committee previously considered a request for clarification on the meaning of ‘continuous transfer’ referred to
in IFRIC 15. The request for clarification specifically questions, (1) does continuous transfer of control mean that the
buyer receives control over the part-completed work in progress or the seller loses control and the buyer gains
protective rights, (2) does control mean that the buyer has legal or physical possession of the work in progress while
construction takes place; or is it sufficient that the seller is unable to sell the work in progress to anyone else and
(3) what is the appropriate unit of account in determining continuous transfer in the sale of residential apartments?
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At previous meetings, the Committee observed that the characteristics indicative of continuous transfer are unclear.
However, the Committee decided to defer further discussions on this matter until the criteria for the continuous
transfer of goods and services are finalised as part of the revenue recognition project, which is currently being
deliberated by the IASB. Given the re-exposure of the revenue recognition proposals in November 2011, the
Committee decided that it would refer this issue to the Board for direction.

At its February 2012 meeting, the Board discussed this request. It acknowledged that while continuous transfer is
specifically addressed in its revenue recognition proposals, direction for this issue would be required for the period
until a new standard is mandatorily effective.

The Board considered four possible courses of action that the Committee could take with regard to IFRIC 15:
retaining IFRIC 15 as issued; revising IFRIC 15 to include the Board’s tentative decision about continuous transfer
included within the revised revenue recognition exposure draft; revising IFRIC 15 to include indicators of the transfer
of control and risk and rewards for use in interpreting IAS 18; and withdrawing IFRIC 15. Ultimately, the Board’s
advice to the Committee was to retain IFRIC 15 as drafted. The Board noted, however, that a careful assessment
needs to be made of the facts and circumstances of individual transactions when applying IFRIC 15 and that those
facts and circumstance may vary considerably between jurisdictions.

The Committee duly noted the Board’s advice. The Committee intends to discuss this issue in a future meeting.

Administrative session

Committee outstanding issues report
The Committee noted two outstanding issues which will be discussed at a future meeting. These issues include:

• IFRS 3 issue requesting clarification on whether an asset with relatively simple associated processes meets the
definition of a business in accordance with IFRS 3.

• IAS 7 Statement of Cash Flows assessment regarding the development of an underlying principle in determining
classification of cash flows under IAS 7.
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