
 1

Year-end accounting 
reminders – IFRS
September 2014

www.inform.pwc.com

Global IFRS external

Top 10 topical issues 

Fair value – new disclosure 
requirements
Application of IFRS 13 will mean 
more fair value disclosure than before. 
IFRS 13 is effective from 1 January 2013 
and requires fair value disclosure for 
both financial and non-financial items 
regardless of whether those items are 
measured at fair value on a recurring 
or non-recurring basis. 

In summary, the new additional 
disclosure requirements included in 
IFRS 13:
• The levels of the fair value hierarchy 

(1, 2 and 3) are now required to 
be disclosed not only for financial 
instruments, but also for non-
financial assets such as non-current 
assets held for sale, property, plant 
and equipment, intangible assets, 
investment properties and assets in 
scope of IAS 41 Agriculture.

• An entity should determine 
appropriate classes of assets and 
liabilities (for both financial and non-
financial items) based on the nature, 
characteristics and risks of the asset 
or liability and the level of the fair 
value hierarchy.

• For both financial and non-financial 
items (both recurring and non-
recurring fair value measurements) 
that are categorised within Level 2 
and Level 3 of the fair value hierarchy 
a description of the valuation 
technique(s) and the inputs used.

• If the highest and best use of non-
financial assets differs from its current 
use, that fact and the reasons for that.

• For financial instruments – the 
requirement for recurring fair value 
measurements categorised within Level 
3 of the fair value hierarchy to provide 
a narrative description of the sensitivity 
of the fair value measurement to 
changes in unobservable inputs.

• The policy for determining when 
transfers between levels of the fair 
value hierarchy are deemed to have 
occurred are required to be disclosed 
and consistently followed for both 
financial and non-financial assets.

For a more detailed analysis of the new 
fair value disclosures required see the 
IFRS 13 practical guide, which shows an 
overview of where IFRS 13 has included 
new requirements, incremental changes, 
where no change is expected or where 
IFRS 13 does not apply.
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Regulatory interest in impairment 
reviews
The economic environment has been 
challenging over the past few years 
and we expect impairment to continue 
to be an area of concern. Regulators 
across the world remain focused on this 
area and have indicated that they were 
expecting to see more impairments 
than have been recognised in financial 
statements. Regulatory reports also are 
consistent in referring to the inadequacy 
of impairment disclosures. 

Hence groups holding significant 
amounts of goodwill and intangibles are 
at greater risk of a regulatory challenge 
to their accounting treatment and in 
particular their impairment disclosures. 

If the market capitalisation of a listed 
entity is significantly lower than the 
carrying value of its net assets, IAS 36 
identifies this as an indicator that an 
asset (or CGU) might be impaired. This 
issue is being experienced by a number 
of companies around the world. The 
challenge is to understand whether 
there are good underlying reasons 
for a significant spread between the 
two measures which will stand up to 
regulatory scrutiny. 

The key points in impairment testing are:
• Look out for impairment triggers (both 

internal and external factors).
• The value-in-use model is complex and 

mechanical. Key assumptions should 
stand up against external market 
data. Cash flow growth assumptions 
should be comparable with up-to-date 
economic forecasts.

• The fair value model must use market 
participant assumptions, rather than 
those of management.

• The required disclosures are extensive, 
but they are important to users of 
financial statements. Ensure that 
disclosures in the annual report 
comply with the relevant standards, 
including the amendments to IAS 36 
by IFRS 13 and the subsequent limited 
amendment (see IFRS Manual of 
Accounting paras 18.3 to 18.7).

IFRS 10 – Comparative information 
on transition to IFRS 10
In June 2012 IFRS 10 was amended to 
clarify its transitional guidance. The 
amendments also limit the requirement to 
present adjusted comparative information 
to only the annual period immediately 
preceding the first annual period for 
which IFRS 10 is applied. The transitional 
provisions are complex and need to be 
considered carefully.

Unlike on the introduction of other 
standards, IFRS 10 applies from the first 
day of the annual period in which the 
standard is adopted and not from the 
beginning of the comparative period. 
For those entities applying IFRS 10 
for 31 December 2103 year ends the 
standard applies from 1 January 2013 
(EU endorsed from 1 January 2014).

Where the consolidation conclusion 
under IFRS 10 differs from that under 
IAS 27/SIC 12, the comparative period 
should be restated. This applies unless 
during the comparative period the 
investor has disposed of its interest in 
the entity that would have required a 
change in classification under IFRS 10. 
Where reclassification is required in the 
comparative period, a third statement of 
financial position will need to be presented 
in line with IAS 1 as of the beginning of the 
comparative period. [IFRS 10 App C para 
C3, C4 (as amended)].

IFRS 12 Disclosures – Associates 
and joint ventures that also qualify 
as unconsolidated structured 
entities
Entities that have interests in subsidiaries, 
joint operations, associates, joint ventures 
or unconsolidated structured entities that 
apply IFRS 10, IFRS 11 or IAS 28, have 
to give the disclosures required for such 
entities by IFRS 12. These requirements 
might result in a significant increase in 
the amount of information disclosed and 
need to be considered carefully. IFRS 12 
contains separate disclosure requirements 
for each of these categories of investment.

https://inform.pwc.com/inform2/show?action=informContent&id=0825173411127195
https://inform.pwc.com/inform2/show?action=informContent&id=0825173411127195
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IFRS 12 defines a structured entity as one 
that has been designed so that voting or 
similar rights are not the dominant factor 
in deciding who controls the entity. Hence 
it is possible that an entity that has been 
assessed as an associate or a joint venture 
might also fall within the definition of 
a structured entity. If this is the case 
an entity should provide information 
that meets both sets of disclosure 
requirements if it has interests in joint 
ventures or associates that are structured 
entities. [IFRS 10 BC 77].

Accounting for other administration 
costs under IAS 19 revised
The amended standard requires costs 
associated with the management of plan 
assets to be deducted from the return on 
plan assets, which is unchanged from the 
existing standard. Other administration 
expenses should be recognised in profit or 
loss when the services are received. This 
is a change from the existing standard, 
under which there is a choice to include 
expenses in the calculation of the defined 
benefit obligation or in the actual and 
expected return on plan assets. Entities 
are only affected if their current policy 
differs from the new requirements. One 
example of this is where costs other than 
investment management costs have been 
reflected in the expected and actual 
return on assets. Where an entity has 
to change its existing policy to comply 
with the amended standard, the entity 
should recalculate the benefit obligation, 
return on assets and employee benefit 
expense, if the difference is material, as 
the amendment is applied retrospectively. 
A third statement of financial position 
may need to be presented if the impact at 
the beginning of the comparative period 
is material.

Examples of costs relating directly to 
managing plan assets would include: 
• fees paid to the bank for asset 

management services;
• salaries of the management board who 

manage the trust; and
• investment consultant fees.

Conversely, examples of costs that we do 
not believe qualify as costs of managing 
plan assets – and that would need to be 
expensed as incurred include:

• salaries of members of the trust’s 
management board who administer 
the pension payments;

• administration costs incurred 
to administer the pension plan 
participants’ database; and

• actuarial valuation costs.

Other administration costs should be 
recognised as part of ‘operating results’, 
not within ‘finance results’ in the 
income statement.

Accounting for industry-specific 
tariffs
A number of industry-specific tariffs 
have emerged over the last year as 
governments seek to increase tax 
revenues following the recession. These 
tariffs are often referred to as ‘taxes’ or 
‘levies’. The accounting for these tariffs 
will depend on the nature of the payment. 
The first consideration is which standard 
to apply. In most cases, these tariffs are 
not based on taxable profit and as such 
are accounted for under IAS 37 rather 
than IAS 12. The IFRS IC has issued its 
interpretation of levies that are not within 
the scope of IAS 12 in IFRIC 21 ‘Levies’ 
– see ‘Straight away 119’ for more 
detail. The principle issues addressed in 
the interpretation are that the timing of 
recognising the provision, and the related 
expense, will depend in part on the point 
in time at which the entity becomes 
obligated to pay the levy. The obligation 
to pay the levy does not depend on 
the economic compulsion to continue 
operating in a future period where the 
levy will arise from future operations.

Supplier finance arrangements 
We have recently seen an increase 
in questions around accounting for 
supplier financing arrangements. Such 
arrangements raise the question of 
whether the trade payables that are 
the subject of the supplier financing 
should be derecognised and replaced 
by a bank borrowing. Supplier finance 
arrangements involve three parties: 
a supplier who supplies goods to a 
purchaser and a bank. The bank offers 
to facilitate payments of the trade 
payables arising between the supplier and 
purchaser and may provide finance so 
that the supplier can be paid earlier than 
the due date of the trade payable.

https://inform.pwc.com/inform2/show?action=informContent&id=1334214105155401
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Under IAS 39, a financial liability is 
removed from an entity’s balance sheet 
when it is extinguished, that is, when the 
obligation is discharged or cancelled or 
expired. It should be assessed whether 
there has been an extinguishment of the 
trade payable, resulting in a new liability 
to the bank, or a significant modification 
of terms. 

Upon extinguishment, a new liability to 
the bank should be presented as bank 
financing (or under another suitable 
heading rather than ‘trade payables’). 
If it is deemed that the original liability 
has not been extinguished, it may be that 
the terms of the liability are significantly 
modified, which would also result in 
derecognising the original liability and 
replacing it with a new one. Whether 
the modification of terms is significant 
should be considered from a quantitative 
perspective (and qualitative perspective, 
if it is the entity’s accounting policy to 
do so).

Further guidance on supplier finance 
arrangements is available in chapter 
6 of the IFRS Manual of Accounting. 
The accounting for supplier finance 
arrangements will depend on the exact 
facts and circumstances relating to them. 

Sale and leaseback transactions
We have seen an increase in questions 
relating to sale and leaseback 
transactions. Sale and leaseback 
transactions are a way of releasing cash 
and are an alternative to borrowing. 
The vendor sells (or leases) an asset, 
but retains use of the asset by entering 
into a lease with the buyer. Care needs 
to be applied when assessing these 
transactions as entities often look to sale 
and leaseback transactions to obtain off 
balance sheet financing. In some cases 
the substance may indicate that these 
are not leases but rather collateralised 
borrowings. Similarly care needs to be 
applied in assessing whether commercial 
substance exists in intra-group sale 
and lease back arrangements. In March 
2007 IFRIC noted that if, applying the 
criteria in SIC 27 and IFRIC 4, an entity 
determines that a sale and leaseback 
arrangement does not convey ‘a right of 
use’ of an asset, the transaction is outside 

IAS 17’s scope and the sale and leaseback 
accounting in IAS 17 should not be 
applied. Where it is identified that a sale 
and leaseback is within the scope if IAS 
17 the accounting treatment depends on 
the substance of the transaction, taking 
into account whether the leaseback 
is a financing or operating lease, and 
whether the sale proceeds and lease 
rentals are on an arm’s length basis. 
The lease classification will determine 
the recognition method for any profit 
that may have been made. For further 
guidance refer to the IFRS Manual of 
Accounting paragraphs 19.85 – 19.94.

Cash-pooling agreements
IAS 32 was amended to clarify when 
financial assets and financial liabilities 
may be offset and is effective for periods 
beginning on or after 1 January 2014. 
The two basic requirements of IAS 32.42 
are unchanged by the amendment to IAS 
32, with offsetting being applied if, and 
only if, an entity:
• currently has a legally enforceable 

right to set-off the recognised amounts; 
and

• intends either to settle on a net basis, 
or to realise the asset and settle the 
liability simultaneously.

However, the amendment to IAS 32 
clarifies that to have a currently legally 
enforceable right of set-off, the right of 
set-off:
(a) must not be contingent on a future 

event; and
(b) must be legally enforceable in all of 

the following circumstances:
(i) the normal course of business;
(ii) the event of default; and
(iii) the event of insolvency or 

bankruptcy of the entity and all 
of the counterparties.” (IAS 32R 
AG38B)

Many groups have entered into forms of 
cash pooling arrangements where the 
cash may be swept into a single account. 
These arrangements can take a variety 
of forms. In some cases these sweeping 
arrangements are notional and the 
cash is not actually swept into a single 
account but interest is earned on the 
net position as if they had been swept. 
In these cases offsetting would not be 

https://inform.pwc.com/inform2/show?action=informContent&id=0837170511159422
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appropriate as there is no actual sweeping 
taking place and no intention to offset 
the cash positions. A right of offset is also 
common in overdraft situations where 
the group holds a number of accounts at 
the same bank. The bank may be entitled 
to utilise one account to settle another 
where in overdraft, but the group may not 
have that right. Offsetting would not be 
appropriate for the group as the right of 
offset is not enforceable for them in the 
ordinary course of business. Applying the 
offsetting accounting requirements of IAS 
32 can be complex. Understanding the 
underlying operational and contractual 
arrangements is often the greatest 
challenge, so care should be taken to 
ensure the accuracy of this understanding 
before then forming accounting 
conclusions. Further guidance can be 
found in the IFRS Manual of Accounting 
paragraph 6.9.35.

Externally imposed capital 
requirements, including covenants
As part of capital management 
disclosures, IAS 1 requires an entity to 
disclose whether during the period it 
complied with any externally imposed 
capital requirements to which it is 
subject and, if not, the consequences 
of such non-compliance. This includes 
capital requirements/limits established 
through contractual relationships – 
for example, with banks. Therefore, 
where loans are included in an entity’s 
definition of capital, the disclosure in 
respect of externally imposed capital 
requirements will apply to covenants 
attached to the loans. This is discussed 
in paragraph 23.117 of the IFRS 
Manual of Accounting. In the past, 
some local regulators have noted that 
capital management disclosure is a 
significant area of information for 
users, particularly when assessing going 
concern considerations, so we expect 
it will continue to be an area of focus 
by regulators.

Standards and IFRICs newly applicable for companies 
with September 2014 year ends
Standards and IFRICs newly applicable 
for companies with September 2014 year 
ends are set out below: 

IFRS 10, ‘Consolidated financial 
statements’ (effective annual 
periods beginning on or after 
1 January 2013 although endorsed 
for annual periods on or after 
1 January 2014)
This standard builds on existing 
principles by identifying the concept 
of control as the determining factor in 
whether an entity should be included 
within the consolidated financial 
statements. The standard provides 
additional guidance to assist in 
determining control where this is difficult 
to assess. This new standard might impact 
the entities that a group consolidates 
as its subsidiaries. Straight away 52 
provides an overview of IFRS 10.

IFRS 11, ‘Joint arrangements’ 
(effective annual periods beginning 
on or after 1 January 2013 
although endorsed for annual 
periods on or after 1 January 2014)
This standard provides for a more 
realistic reflection of joint arrangements 
by focusing on the rights and obligations 
of the arrangement, rather than its 
legal form. There are two types of joint 
arrangement: joint operations and joint 
ventures. Joint operations arise where a 
joint operator has rights to the assets and 
obligations relating to the arrangement 
and hence accounts for its interest in 
assets, liabilities, revenue and expenses. 
Joint ventures arise where the joint 
operator has rights to the net assets of the 
arrangement and hence equity accounts 
for its interest. Proportional consolidation 
of joint ventures is no longer allowed. 
Straight away 53 provides an overview 
of IFRS 11.

https://inform.pwc.com/inform2/show?action=informContent&id=1234021408118767
https://inform.pwc.com/inform2/show?action=informContent&id=0855203410114089
https://inform.pwc.com/inform2/show?action=informContent&id=1118182105141577
http://pwcinform.pwc.com/inform2/show?action=informContent&id=1117133305093369
http://pwcinform.pwc.com/inform2/show?action=informContent&id=1120171305154483
http://pwcinform.pwc.com/inform2/show?action=informContent&id=1122133405093719
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IFRS 12, ‘Disclosures of interests 
in other entities’ (effective annual 
periods beginning on or after 
1 January 2013 although endorsed 
for annual periods on or after 
1 January 2014)
This standard includes the disclosure 
requirements for all forms of interests 
in other entities, including joint 
arrangements, associates, special purpose 
vehicles and other off-balance-sheet 
vehicles. Straight away 54 provides an 
overview of IFRS 12.

Amendments to IFRS 10, 11 and 12 
on transition guidance (effective 
annual periods beginning on or 
after 1 January 2013 although 
endorsed for annual periods on or 
after 1 January 2014)
These amendments also provide 
additional transition relief in IFRSs 10, 
11 and 12, limiting the requirement to 
provide adjusted comparative information 
to only the preceding comparative period. 
For disclosures related to unconsolidated 
structured entities, the amendments 
will remove the requirement to present 
comparative information for periods 
before IFRS 12 is first applied. For more 
guidance, see Straight away 88.

IFRS 13, ‘Fair value measurement’ 
(effective annual periods beginning 
on or after 1 January 2013)
This standard aims to improve 
consistency and reduce complexity 
by providing a precise definition of 
fair value and a single source of fair 
value measurement and disclosure 
requirements for use across IFRSs. The 
requirements, which are largely aligned 
between IFRSs and US GAAP, do not 
extend the use of fair value accounting 
but provide guidance on how it should be 
applied where its use is already required 
or permitted by other standards within 
IFRS or US GAAP. Straight away 55 
provides an overview of IFRS 13.

IAS 27 (revised 2011) ‘Separate 
financial statements’ (effective 
annual periods beginning on or 
after 1 January 2013 although 
endorsed for annual periods on or 
after 1 January 2014).
This standard includes the provisions on 
separate financial statements that are left 
after the control provisions of IAS 27 have 
been included in the new IFRS 10.

IAS 28 (revised 2011) ‘Associates 
and joint ventures’ (effective 
annual periods beginning on or 
after 1 January 2013 although 
endorsed for annual periods on or 
after 1 January 2014).
This standard includes the requirements 
for joint ventures, as well as associates, to 
be equity accounted following the issue of 
IFRS 11

Annual improvements 
2011(effective annual 
periods beginning on or after 
1 January 2013).
These annual improvements address six 
issues in the 2009-2011 reporting cycle. 
It includes changes to:
• IFRS 1, ‘First time adoption’.
• IAS 1, ‘Financial statement 

presentation’.
• IAS 16, ‘Property plant and equipment’.
• IAS 32, ‘Financial instruments; 

Presentation’.
• IAS 34, ‘Interim financial reporting’.

Straight away 83 provides more detail.

Amendment to IFRS 1, ‘First time 
adoption’, on government loans 
(effective annual periods beginning 
on or after 1 January 2013).
This amendment addresses how a 
first-time adopter would account for a 
government loan with a below-market rate 
of interest when transitioning to IFRS. It 
also adds an exception to the retrospective 
application of IFRS, which provides the 
same relief to first-time adopters granted 
to existing preparers of IFRS financial 
statements when the requirement was 
incorporated into IAS 20 in 2008. Straight 
away 81 provides the detail.

http://pwcinform.pwc.com/inform2/show?action=informContent&id=1148245005167042
http://pwcinform.pwc.com/inform2/show?action=informContent&id=1141134505094108
https://pwcinform.pwc.com/inform2/show?action=informContent&id=1256293406128576
https://pwcinform.pwc.com/inform2/show?action=informContent&id=1251291606106558
http://pwcinform.pwc.com/inform2/show?action=informContent&id=1103252005118310
http://pwcinform.pwc.com/inform2/show?action=informContent&id=1123134905094491
http://pwcinform.pwc.com/inform2/show?action=informContent&id=1134125305142400
http://pwcinform.pwc.com/inform2/show?action=informContent&id=1124095806119168
https://pwcinform.pwc.com/inform2/show?action=informContent&id=1231210905128898
https://pwcinform.pwc.com/inform2/show?action=informContent&id=1207212105151949
http://pwcinform.pwc.com/inform2/show?action=informContent&id=1200144503135815
https://pwcinform.pwc.com/inform2/show?action=informContent&id=1237161803123224
https://pwcinform.pwc.com/inform2/show?action=informContent&id=1237161803123224
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Amendment to IFRS 7, ‘Financial 
instruments: Disclosures’, on 
offsetting financial assets and 
financial liabilities (effective 
annual periods beginning on or 
after 1 January 2013). 
This amendment reflects the joint IASB 
and FASB requirements to enhance 
current offsetting disclosures. These 
new disclosures are intended to facilitate 
comparison between those entities that 
prepare IFRS financial statements and 
those that prepare US GAAP financial 
statements. Straight away 78 provides 
the detail.

Amendment to IAS 12, ‘Income 
taxes’ on deferred tax (effective 
annual periods on or after 
1 January 2012 but endorsed 
for annual periods on or after 
1 January 2013)
Currently IAS 12, ‘Income taxes’, requires 
an entity to measure the deferred tax 
relating to an asset depending on whether 
the entity expects to recover the carrying 
amount of the asset through use or 
sale. It can be difficult and subjective 
to assess whether recovery will be 
through use or through sale when the 
asset is measured using the fair value 
model in IAS 40 Investment Property. 
Hence this amendment introduces an 
exception to the existing principle for the 
measurement of deferred tax assets or 
liabilities arising on investment property 
measured at fair value. As a result of the 
amendments, SIC 21, ‘Income taxes – 
recovery of revalued non-depreciable 
assets’, would no longer apply to 
investment properties measured at fair 
value. As a result of the amendments, 
SIC 21, ‘Income taxes- recovery of 
revalued non-depreciable assets’, 
would no longer apply to investment 
properties carried at fair value. The 
amendments also incorporate into IAS 12 
the remaining guidance previously 
contained in SIC 21, which is accordingly 
withdrawn. For further details see 
Straight away 37.

Amendment to IAS 19, ‘Employee 
benefits’ (effective annual 
periods beginning on or after 
1 January 2013).
These amendments eliminate the 
corridor approach and calculate finance 
costs on a net funding basis.

IFRIC 20, ‘Stripping costs in the 
production phase of a surface mine’ 
(effective annual periods beginning 
on or after 1 January 2013).
This interpretation sets out the 
accounting for overburden waste removal 
(stripping) costs in the production 
phase of a mine. The interpretation 
may require mining entities reporting 
under IFRS to write off existing stripping 
assets to opening retained earnings if 
the assets cannot be attributed to an 
identifiable component of an ore body. 
Straight away 71 looks at the detail.

http://pwcinform.pwc.com/inform2/show?action=informContent&id=1102162512177059
http://pwcinform.pwc.com/inform2/show?action=informContent&id=1144220512194679
https://pwcinform.pwc.com/inform2/show?action=informContent&id=1021210712151215
https://pwcinform.pwc.com/inform2/show?action=informContent&id=1136160406157952
http://pwcinform.pwc.com/inform2/show?action=informContent&id=1100191510170048
http://pwcinform.pwc.com/inform2/show?action=informContent&id=1129213110099016
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New IFRS standards effective after 1 October 2014

Under paragraph 30 of IAS 8, entities need to disclose any new IFRSs 
that are issued but not yet effective and that are likely to impact the 
entity. This summary includes all new standards and amendments issued 
before 30 September 2014 with an effective date after 1 October 2014. 
These standards can generally be adopted early, subject to EU endorsement 
in some countries.

Amendment to IAS 32, 
‘Financial instruments: 
Presentation’, on offsetting 
financial assets and financial 
liabilities

This amendment updates the application guidance in IAS 32, 
‘Financial instruments: Presentation’, to clarify some of the 
requirements for offsetting financial assets and financial liabilities on 
the balance sheet. Straight away 78 provides the detail.

Published December 2011

Effective date Annual periods beginning on or after 1 January 2014

EU endorsement status Endorsed December 2012

Amendments to IFRS 10, 
Consolidated financial 
statements’, IFRS 12 and IAS 27 
for investment entities

These amendments mean that many funds and similar entities will 
be exempt from consolidating most of their subsidiaries. Instead, 
they will measure them at fair value through profit or loss. The 
amendments give an exception to entities that meet an ‘investment 
entity’ definition and which display particular characteristics. 
Changes have also been made IFRS 12 to introduce disclosures that 
an investment entity needs to make. See Straight away 97.

Published October 2012

Effective date Annual periods beginning on or after 1 January 2014

EU endorsement status Endorsed November 2013

Amendments to IAS 36, 
‘Impairment of assets’

These amendments address the disclosure of information about 
the recoverable amount of impaired assets if that amount is 
based on fair value less costs of disposal. For further details see 
Straight away 120.

Published May 2013

Effective date Annual periods beginning on or after 1 January 2014

EU endorsement status Endorsed December 2013

http://pwcinform.pwc.com/inform2/show?action=informContent&id=1147163412176000
http://pwcinform.pwc.com/inform2/show?action=informContent&id=1144220512194679
https://pwcinform.pwc.com/inform2/show?action=informContent&id=1252010611182933
https://pwcinform.pwc.com/inform2/show?action=informContent&id=1212014411167698
https://inform.pwc.com/inform2/show?action=informContent&id=1307303505094893
https://inform.pwc.com/inform2/show?action=informContent&id=1328304405086119
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Amendment to IAS 39 
‘Financial instruments: 
Recognition and measurement’, 
on novation of derivatives and 
hedge accounting

These narrow-scope amendments allow hedge accounting 
to continue in a situation where a derivative, which has been 
designated as a hedging instrument, is novated to effect clearing 
with a central counterparty as a result of laws or regulation, if 
specific conditions are met (in this context, a novation indicates that 
parties to a contract agree to replace their original counterparty 
with a new one). This relief has been introduced in response to 
legislative changes across many jurisdictions that would lead to 
the widespread novation of over-the-counter derivatives. These 
legislative changes were prompted by a G20 commitment to 
improve transparency and regulatory oversight of over-the-counter 
derivatives in an internationally consistent and non-discriminatory 
way. Similar relief will be included in IFRS 9, ‘Financial instruments’. 
See Straight away 123 for more information.

Published June 2013

Effective date Annual periods beginning on or after 1 January 2014

EU endorsement status Endorsed December 2013

Amendment to IAS 19 regarding 
defined benefit plans

These narrow scope amendments apply to contributions from 
employees or third parties to defined benefit plans. The objective of 
the amendments is to simplify the accounting for contributions that 
are independent of the number of years of employee service, for 
example, employee contributions that are calculated according to a 
fixed percentage of salary. For further details see Straight away 132.

Published November 2013

Effective date Annual periods beginning on or after 1 July 2014

EU endorsement status Not yet endorsed

Annual improvements 2012 These amendments include changes from the 2010-12 cycle of 
the annual improvements project, that affect 7 standards: 

• IFRS 2, ‘Share-based payment’ 
• IFRS 3, ‘Business Combinations’ 
• IFRS 8, ‘Operating segments’ 
• IFRS 13, ‘Fair value measurement’ 
• IAS 16, ‘Property, plant and equipment’ and IAS 38, 

‘Intangible assets’ 
• Consequential amendments to IFRS 9, ‘Financial instruments’, 

IAS 37, ‘Provisions, contingent liabilities and contingent 
assets’, and

• IAS 39, Financial instruments – Recognition and measurement’. 

For further details see Straight away 136. 

Published December 2013

Effective date Annual periods beginning on or after 1 July 2014

EU endorsement status Not yet endorsed

https://inform.pwc.com/inform2/show?action=informContent&id=1314281106157480
https://inform.pwc.com/inform2/show?action=informContent&id=1310280806147464
https://inform.pwc.com/inform2/show?action=informContent&id=1329222811115136
https://inform.pwc.com/inform2/show?action=informContent&id=1316250911238021
https://inform.pwc.com/inform2/show?action=informContent&id=1305135412106239
https://inform.pwc.com/inform2/show?action=informContent&id=1334162212161685
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Annual improvements 2013 The amendments include changes from the 2011-2-13 cycle of the 
annual improvements project that affect 4 standards: 

• IFRS 1, ‘First time adoption’
• IFRS 3, ‘Business combinations’
• IFRS 13, ‘Fair value measurement’ and
• IAS 40, ‘Investment property’.

For further details see Straight away 137.

Published December 2013

Effective date Annual periods beginning on or after 1 July 2014

EU endorsement status Not yet endorsed

Amendment to IFRS 11, 'Joint 
arrangements' on acquisition 
of an interest in a joint 
operation

This amendment adds new guidance on how to account for the 
acquisition of an interest in a joint operation that constitutes a 
business. The amendments specify the appropriate accounting 
treatment for such acquisitions. For further details see the In brief 
INT2014-02.

Published May 2014

Effective date Annual periods beginning on or after 1 January 2016

EU endorsement status Not yet endorsed

Amendment to IAS 16, 
'Property, plant and 
equipment' and IAS 
38,'Intangible assets', 
on depreciation and 
amortisation

In this amendment the IASB has clarified that the use of revenue-
based methods to calculate the depreciation of an asset is not 
appropriate because revenue generated by an activity that includes 
the use of an asset generally reflects factors other than the 
consumption of the economic benefits embodied in the asset. The 
IASB has also clarified that revenue is generally presumed to be an 
inappropriate basis for measuring the consumption of the economic 
benefits embodied in an intangible asset. For further details see the 
In brief INT2014-03.

Published May 2014

Effective date Annual periods beginning on or after 1 January 2016

EU endorsement status Not yet endorsed

IFRS 14 ‘Regulatory deferral 
accounts’

IFRS 14, ‘Regulatory deferral accounts’ permits first–time adopters 
to continue to recognise amounts related to rate regulation in 
accordance with their previous GAAP requirements when they 
adopt IFRS. However, to enhance comparability with entities 
that already apply IFRS and do not recognise such amounts, the 
standard requires that the effect of rate regulation must be presented 
separately from other items. For further details see Straight 
away 138.

Published January 2014

Effective date Annual periods beginning on or after 1 January 2016

EU endorsement status Not yet endorsed

https://inform.pwc.com/inform2/show?action=informContent&id=1354134612172448
https://inform.pwc.com/inform2/show?action=informContent&id=1320162712160764
https://inform.pwc.com/inform2/show?action=informContent&id=1435085905149328
https://inform.pwc.com/inform2/show?action=informContent&id=1459061305176435
https://inform.pwc.com/inform2/show?action=informContent&id=1423120605138802
https://inform.pwc.com/inform2/show?action=informContent&id=1456133905108024
https://inform.pwc.com/inform2/show?action=informContent&id=1420033402150696
https://inform.pwc.com/inform2/show?action=informContent&id=1459311101157831
https://inform.pwc.com/inform2/show?action=informContent&id=1459311101157831
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Amendments to IAS 27, 
‘Separate financial statements’ 
on the equity method

These amendments allow entities to use the equity method 
to account for investments in subsidiaries, joint ventures and 
associates in their separate financial statements. For further 
details see In brief INT2014-10.

Published August 2014

Effective date Annual periods beginning on or after 1 January 2016

EU endorsement status Not yet endorsed

Amendments to IFRS 10, 
‘Consolidated financial 
statements’ and IAS 28, 
‘Investments in associates and 
joint ventures’

These amendments address an inconsistency between the 
requirements in IFRS 10 and those in IAS 28 in dealing with the sale 
or contribution of assets between an investor and its associate or 
joint venture. The main consequence of the amendments is that a 
full gain or loss is recognised when a transaction involves a business 
(whether it is housed in a subsidiary or not). A partial gain or loss is 
recognised when a transaction involves assets that do not constitute 
a business, even if these assets are housed in a subsidiary. 

For further details see In brief INT2014-11.

Published September 2014

Effective date Annual periods beginning on or after 1 January 2016

EU endorsement status Not yet endorsed

IFRS 15 ‘Revenue from 
contracts with customers’

IFRS 15, ‘Revenue from contracts with customers’ is a converged 
standard from the IASB and FASB on revenue recognition. 
The standard will improve the financial reporting of revenue and 
improve comparability of the top line in financial statements globally. 
For further details see the In brief INT2014-05.

Published May 2014

Effective date Annual periods beginning on or after 1 January 2017

EU endorsement status Not yet endorsed

IFRS 9 ‘Financial instruments’ This standard replaces the guidance in IAS 39. It includes 
requirements on the classification and measurement of financial 
assets and liabilities; it also includes an expected credit losses 
model that replaces the current incurred loss impairment model. 
For further details see In brief INT2014-08.

Published July 2014

Effective date Annual periods beginning on or after 1 January 2018

EU endorsement status Not yet endorsed

https://inform.pwc.com/inform2/show?action=informContent&id=1441130508135728
https://inform.pwc.com/inform2/show?action=informContent&id=1429135208126323
https://inform.pwc.com/inform2/show?action=informContent&id=1425111809156948
https://inform.pwc.com/inform2/show?action=informContent&id=1448115609155675
https://inform.pwc.com/inform2/show?action=informContent&id=1457283005131280
https://inform.pwc.com/inform2/show?action=informContent&id=1424292405115402
https://inform.pwc.com/inform2/show?action=informContent&id=1445241407126142
https://inform.pwc.com/inform2/show?action=informContent&id=1430242007142189
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independent professional advice. No representation or warranty (express or implied) is given as to the accuracy or completeness of the information contained 
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New IFRICs effective after 1 October 2014
These IFRICs can generally be adopted early, subject to EU endorsement 
in some countries.

IFRIC 21, ‘Levies’ This interpretation is on IAS 37, ‘Provisions, contingent liabilities 
and contingent assets’. IAS 37 sets out criteria for the recognition 
of a liability, one of which is the requirement for the entity to have a 
present obligation as a result of a past event (known as an obligating 
event). The interpretation clarifies that the obligating event that gives 
rise to a liability to pay a levy is the activity described in the relevant 
legislation that triggers the payment of the levy. For further details 
see Straight away 119.

Published May 2013

Effective date Annual periods beginning on or after 1 January 2014

EU endorsement status Endorsed June 2014

https://inform.pwc.com/inform2/show?action=informContent&id=1350202005142917
https://inform.pwc.com/inform2/show?action=informContent&id=1334214105155401

