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IASB ISSUES PACKAGE OF NARROW-SCOPE
AMENDMENTS TO IFRS STANDARDS

On May 14t 2020, The International Accounting
Standards Board (Board) has today issued several small
amendments to IFRS Standards.

The package of amendments includes narrow-scope
amendments to three Standards as well as the Board'’s
Annual Improvements, which are changes that clarify
the wording or correct minor consequences, oversights
or conflicts between requirements in the Standards.

All amendments are effective 1 January 2022
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° update IFRS 3 so that it refers to the 2018 Conceptual Framework instead of the 1989 Framework;

° add to IFRS 3 a requirement that, for transactions and other events within the scope of IAS 37 or
IFRIC 21, an acquirer applies IAS 37 or IFRIC 21 (instead of the Conceptual Framework) to identify the
liabilities it has assumed in a business combination; and

° add to IFRS 3 an explicit statement that an acquirer does not recognize contingent assets acquired in
a business combination.

To prohibit a company from deducting from the cost of property, plant and equipment amounts received
from selling items produced while the company is preparing the asset for its intended use. Instead, a
company will recognize such sales proceeds and related cost in profit or loss.

To specify that the ‘cost of fulfilling” a contract comprises the ‘costs that relate directly to the contract’.
Costs that relate directly to a contract can either be incremental costs of fulfilling that contract (examples
would be direct labor, materials) or an allocation of other costs that relate directly to fulfilling contracts
(an example would be the allocation of the depreciation charge for an item of property, plant and
equipment used in fulfilling the contract).
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Subsidiary as a first-time adopter. The amendment permits a subsidiary that
applies paragraph D16(a) of IFRS 1 to measure cumulative translation differences
using the amounts reported by its parent, based on the parent’s date of transition
to IFRSs.

Fees in the ‘10 per cent’ test for derecognition of financial liabilities. The
amendment clarifies which fees an entity includes when it applies the ‘10 per
cent’ test in paragraph B3.3.6 of IFRS 9 in assessing whether to derecognise a
financial liability. An entity includes only fees paid or received between the entity
(the borrower) and the lender, including fees paid or received by either the entity
or the lender on the other’s behalf.

Lease incentives. The amendment to Illustrative Example 13 accompanying IFRS
16 removes from the example the illustration of the reimbursement of leasehold
improvements by the lessor in order to resolve any potential confusion regarding
the treatment of lease incentives that might arise because of how lease incentives
are illustrated in that example.

Taxation in fair value measurements. The amendment removes the requirement
in paragraph 22 of IAS 41 for entities to exclude taxation cash flows when
measuring the fair value of a biological asset using a present value technique. This
will ensure consistency with the requirements in IFRS 13.

The amendments to IFRS 1, IFRS 9, and IAS 41 published today are all effective for annual periods beginning on or
after 1 January 2022. Early application is permitted. The amendment to IFRS 16 only regards an illustrative
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