
The Journal is running a series of updates on IFRS, IAS, IFRIC and SIC. In this issue, Mr. 
Mohammad Samsul Arefin ACMA (UK), CGMA, FCMA has taken the responsibility to update 
the reflection on some latest pronouncements by IASB in their website. Mr. Arefin is a fellow 
member of the Institute of Cost and Management Accountants of Bangladesh (ICMAB). He is 
also a Chartered Global Management Accountant (CGMA) qualified from CIMA, UK.

Mr. Arefin has been working as Head of Internal Audit & Compliance in RAK Ceramics 
(Bangladesh) Limited. Before joining RAK, he also workedin BASF (Bangladesh) Limited 
and Novartis (Bangladesh) Limited in the field of Finance, Supply Chain Management and 
Procurement. He also successfully worked in several international projects in Malaysia & India 
undertaken by his employing organization.

IFRS Update
IASB completed review of the Standard on fair value measurement:

December 14, 2018
The International Accounting Standards Board 
(Board) has published a summary report on its 
Post-Implementation Review (PIR) of the fair value 
measurement Standard, IFRS 13, which showed that 
the Standard works as intended. In particular:

• The information required by IFRS 13 is useful to 
users of financial statements;

• Some areas of IFRS 13 present implementation 
challenges, largely in areas requiring judgement. 
However, evidence suggests that practice is 
developing to resolve these challenges; and

• No unexpected costs have arisen from application 
of IFRS 13.

The Board is now following up on feedback relating 
to disclosures about fair value measurement in 
its project on Targeted Standards-level Review of 
Disclosures, which is part of the Board’s work on 
Better Communication in Financial Reporting.

New Standard on leases now effective:
January 8, 2019
IFRS 16 Leases was issued in January 2016 and is 
effective for annual reporting periods starting on or 
after 1 January 2019. It replaces IAS 17 Leases and 
related Interpretations.

FRS 16 changes the accounting substantially for 

lessees. The new Standard eliminates a lessee’s 
classification of leases as either operating leases 
or finance leases. Instead, almost all leases are 
‘capitalized’ by recognizing a lease liability and right-
of-use asset on the balance sheet. There is little 
change for lessors. 

IFRS 16 will increase visibility of companies’ lease 
commitments and better reflect economic reality. 
The Standard will also make it easier for users of 
financial statements to compare companies that lease 
their assets with companies that borrow money to 
buy their assets, creating a more level playing field.

Amendments to IFRS 17 Insurance 
Contracts:
January 23, 2019
The International Accounting Standards Board 
(Board) is continuing its considerations of how 
to respond to the concerns and implementation 
challenges raised in relation to the new insurance 
contracts Standard, IFRS 17. The Board has tentatively 
decided to consider possible amendments to IFRS 
17 Insurance Contracts relating to the following 
topics so that it may ease the implementation of 
the Standard and also make easier for companies to 
explain the results of applying IFRS 17 to investors 
and others
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Topics:

a. Insurance acquisition cash flows;

b. Reinsurance contracts held; and

c. Recognition of the contractual service margin in 
profit or loss;

 Insurance Acquisition Cash Flows 
for Renewals outside the Contract 
Boundary:

The Board tentatively decided to amend IFRS 17 to 
require an entity to:

a. allocate to any expected contract renewals their 
related part of the insurance acquisition cash flows 
directly attributable to newly issued contracts.

b. recognise the insurance acquisition cash flows 
allocated to expected contract renewals as assets 
applying paragraph 27 of IFRS 17 until the renewed 
contracts are recognised.

c. assess the recoverability of any asset recognised 
applying paragraph 27 of IFRS 17 each period 
before the related contracts are recognised. The 
recoverability assessment would be based on the 
expected fulfillment cash flows of the related 
group of contracts.

d. recognise a loss in profit or loss for any 
unrecoverable carrying amounts of the asset 
recognised by applying paragraph 27 of IFRS 17.

e. recognise in profit or loss the reversal of some 
or all of any such loss previously recognised when 
the impairment conditions no longer exist or 
have improved.

Thirteen of 14 Board members agreed and one 
disagreed with this decision.

 Reinsurance Contracts Held:
The Board tentatively decided to amend IFRS 17 to:

a. expand the scope of the exception in paragraph 
66(c)(ii) of IFRS 17 to require an entity to 
recognize a gain in profit or loss when the entity 
recognizes losses on onerous underlying insurance 
contracts, to the extent that a reinsurance 
contract held covers the losses of each contract 
on a proportionate basis; and

b. require an entity to apply the expanded exception 
when the entity measures contracts applying the 
premium allocation approach.

The Board also tentatively decided to amend IFRS 17 
to expand the scope of the risk mitigation exception 
for insurance contracts with direct participation 
features in paragraph B115 of IFRS 17 so that the 
exception applies when an entity uses a derivative or 

a reinsurance contract held to mitigate financial risk, 
to the extent that the entity meets the conditions in 
paragraph B116 of IFRS 17.

 Recognition of the Contractual 
Service Margin in Profit or Loss in 
the General Model:

The Board tentatively decided:

a. to amend IFRS 17 so that in the general model 
the contractual service margin is recognised in 
profit or loss on the basis of coverage units that 
are determined by considering both insurance 
coverage and investment return service, if any;

b. to amend IFRS 17 to establish that an investment 
return service exists only when an insurance 
contract includes an investment component;

c. to amend IFRS 17 to require an entity to use 
judgment applied consistently in deciding whether 
an investment return service exists when 
determining coverage units, and not provide an 
objective or criteria for that determination. 
However, the Board instructed the staff to 
consider including in the Basis for Conclusions 
some of the analysis in the Board paper, to indicate 
what such judgments might involve;

d. to amend IFRS 17 to establish that the period of 
investment return services should be regarded as 
ending when the entity has made all investment 
component payments to the policyholder of the 
contract and should not include any period of 
payments to future policyholders;

e. to amend IFRS 17 to require assessments of 
the relative weighting of the benefits provided 
by insurance coverage and investment return 
services and their pattern of delivery to be made 
on a systematic and rational basis;

f. to confirm that, applying IFRS 17, cash flows 
relating to fulfilling the investment return service 
are included in the measurement of the insurance 
contract;

g. not to change the requirements of IFRS 17 relating 
to changes in fulfillment cash flows that adjust the 
contractual service margin in the general model; 
and

h. to amend IFRS 17 to establish that the one-
year eligibility criterion for the PAA should be 
assessed by considering insurance coverage and 
an investment return service, if any.

The Board will continue its discussions at future 
meetings and expects to publish a document 
for consultation on proposed narrow-scope 
amendments around the middle of the year. 
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