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Annual Improvements to IFRS 2014-2016 Cycle

The International Accounting Standards Board (IASB) has published ‘Annual Improvements to International Financial Reporting Standards (IFRS) 2014-2016 Cycle’ which addresses non-urgent (but necessary) minor amendments to three standards, as described below. 

This publication is a collection of amendments to IFRS resulting from issues that were discussed by the IASB during the project cycle for making annual improvements that began in 2014 and which were included in an Exposure Draft published in November 2015.  The IASB uses the Annual Improvements process to make necessary, but non-urgent, amendments to IFRS that will not be included as part of any other project.  By presenting the amendments in a single document rather than as a series of piecemeal changes, the IASB aims to ease the burden of change for all concerned.  A summary of the issues addressed is set out below.
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Effective dates
The amendments are effective as follows:
· IFRS 1, First-time Adoption of IFRS – for annual periods beginning on or after January 1, 2018
· IFRS 12, Disclosures of Other Entities – retrospectively in accordance with IAS 8, Accounting Policies, Changes in Accounting Estimates and Errors, for annual periods beginning on or after January 1, 2017
· IAS 28, Investments in Associates and Joint Ventures – retrospectively in accordance with IAS 8 for annual periods beginning on or after January 1, 2018; however, early application is permitted
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Transfers of Investment Property

Introduction
The IASB has published ‘Transfers of Investment Property (Amendments to IAS 40)’ which clarifies that transfers to, or from, investment property are required when, and only when, there is a change in use of property supported by evidence.
The amendments
In addition to clarifying the above-noted principle, the amendments also re-characterize the list of circumstances appearing in paragraph 57(a)-(d) as a non-exhaustive list of examples of evidence that a change in use has occurred.  The IASB has also clarified that a change in management’s intent, by itself, does not provide sufficient evidence that a change in use has occurred.  Evidence of a change in use must be observable.


Effective date and transition
The amendments are effective for accounting periods on or after January 1, 2018; however, early application is permitted.  The amendments contain transitional provisions, the default being prospective application; however, retrospective application is permitted, provided that it is possible without the use of hindsight.
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IFRIC 22, Foreign Currency Transactions and Advance Consideration

Executive summary
The IFRS Interpretation Committee (IFRIC) has issued ‘IFRIC 22, Foreign Currency Transactions and Advance Consideration.’  It looks at what exchange rate to use for translation when payments are made or received in advance of the related asset, expense or income.
Background
Although IAS 21, The Effects of Changes in Foreign Exchange Rates, sets out requirements about which exchange rate to use when recording a foreign currency transaction on initial recognition in an entity’s functional currency, IFRIC had observed diversity in practice in circumstances in which an entity recognizes a non-monetary liability arising from advance consideration.  The diversity resulted from the fact that some entities were recognizing revenue using the spot exchange rate at the date of the receipt of the advance consideration while others were using the spot exchange rate at the date that revenue is recognized.
In carrying out their analysis of the issue, IFRIC noted that the issue was not restricted to just revenue transactions.  For example, the same issue arises for transactions such as a sale of property, plant and equipment or the purchase of services when consideration is denominated in a foreign currency and is paid or received in advance.
Action taken
IFRIC 22 addresses this issue by clarifying that the date of the transaction for the purpose of determining the exchange rate to use on initial recognition of the related asset, expense or income (or part of it) is the date on which an entity initially recognizes the non-monetary asset or non-monetary liability arising from the payment or receipt of advance consideration.
If there are multiple payments or receipts in advance, the entity shall determine a date of the transaction for each payment or receipt of advance consideration.
Illustrative examples in the Interpretation demonstrate the application of this consensus.


Effective date
IFRIC 22 is effective for annual reporting periods beginning on or after January 1, 2018.  Earlier application is permitted.
Transition
On initial application, entities have the choice of applying the Interpretation either retrospectively or, alternatively, prospectively to all assets, expenses and income in the scope of the Interpretation initially recognized on or after:
i. the beginning of the reporting period in which the entity first applies the Interpretation; or
ii. the beginning of a prior reporting period presented as comparative information in the financial statements of the reporting period in which the entity first applies the Interpretation.
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Standard affected Subject Summary of amendment

IFRS 1 First-time Deletion of short-term A number of short-term exemptions have been deleted because the reliefs
Adoption of International  exemptions for first-time provided are no longer available or because they were relevant for reporting
Financial Reporting adopters periods that have now passed

Clarification of the scope of Clarifies the scope of IFRS 12 by specifying that its disclosure requirements
Interests in Other the Standard (except for those in IFRS 12.817) apply to an entity’s interests irrespective of
Entities whether they are classified (or included in a disposal group that is classified) as

held for sale or as discontinued operations in accordance with IFRS 5.
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1AS 28 ‘Investments Measuring an associate ora  Clarifies that a qualifying entity is able to choose between applying the equity
Associates and Joint joint venture at fair value method or measuring an investment in an associate or joint venture at fair
Ventures' value through profit or loss, separately for each associate or joint venture at

initial recognition of the associate or joint venture.

si

ar clarifications have been made for a reporting entity that is not an
westment entity and that has an associate or a joint venture that is an
investment entity. IAS 28 permits such a reporting entity the choice to retain the
fair value measurements used by that investment entity associate or joint
venture when applying the equity method. The amendments clarify that this
choice is also made separately for each investment in an associate or joint
venture that s an investment entity, at the later of the date on which

a)  the investment entity associate or joint venture s initially recognised

b)  the associate or joint venture becomes an investment entity and

©) the investment entity associate or joint venture first becomes a parent.
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Point of view

We welcome the publication of this Interpretation.
We believe that translating foreign currency income,
expense, assets or liablities using the exchange rate
on the date of recognising a non-monetary asset o

‘non-monetary liability reflects the economics of
advance payments in a foreign currency. This is
because the receipt or payment of the foreign
currency amount eliminates the entity's exposure to
future exchange rate movements.
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