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The following is a summarised update on some of the main provisional decisions taken by the IASB at its
meeting on 22-24 October 2014, sometimes jointly with the FASB.

For more detailed and comprehensive information on the Board's discussions:
http://media.ifrs.org/2014/IASB/October/IASB-Update-October-2014.html

Leases (IFRS due H2/2015)

A lease would be defined as ‘a contract that conveys the right to use an asset (the underlying asset) for a period
of time in exchange for consideration’. A contract contains a lease if the use of an identified asset is specified
(explicitly or implicitly) and the customer controls the use of the identified asset.

« A contract would not involve the use of an identified asset if a supplier has the substantive right to substitute
the asset used to fulfill the contract, ie the supplier has the practical ability to substitute the asset and can
benefit from exercising that right of substitution.

+ A contract conveys the right to control the use of an identified asset if, throughout the period of use, the
customer has the right to direct the use of the identified asset and obtain substantially all of the economic
benefits.

- A customer has the right to direct the use of an identified asset whenever it has the right to direct how
and for what purpose the asset is used throughout the period of use. If neither the customer nor the
supplier controls how and for what purpose the asset is used, the customer is considered to have the
right to direct the use of the identified asset if he either has the right to operate (or to direct others to
operate) the asset in a manner that he determines (with the supplier having no right to change those
operating instructions), or designed the asset (or caused it to be designed) in a way that predetermines
during the period of use how and for what purpose the asset will be used or how it will be operated.

- A supplier's protective rights over the identified asset typically define the scope of the customer’s use
of the asset but do not, in isolation, prevent the customer from having the right to direct the use of the
asset.

Insurance Contracts (redeliberations on the 2013 ED)

* The forthcoming Standard should be applied retrospectively at the beginning of the earliest period presented
unless impracticable, in which case a simplified approach would apply. If the simplified approach is also
impracticable, an entity should apply a ‘fair value approach’ in which the contractual service margin is
determined as the difference between the fair value of the insurance contract at the beginning of the earliest
period presented and the fulfilment cash flows measured at that date.
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« If retrospective application is impracticable, specific disclosures should be provided separately for contracts
measured using the simplified approach and for those measured using the fair value approach.

Conceptual Framework (exposure draft due Q1/2015)

The forthcoming ED's Basis for Conclusions would describe potential inconsistencies between the existing
Standards and the Conceptual Framework (CF) and explain that the CF does not override existing Standards that
will not necessarily be changed accordingly.

Investment Entities: Applying the Consolidation Exception (amendments to IFRS 10 and IAS 28 due
Q4/2014)

» The exemption from preparing consolidated financial statements in IFRS 10 (paragraph 4(a)) would be
available to a parent entity that is a subsidiary of an investment entity that measures its subsidiaries at fair
value.

« An investment entity should measure at fair value all of its subsidiaries that are themselves investment
entities.

» An investor would be permitted, when applying the equity method under IAS 28, to retain the fair value
measurement applied by an investment entity associate or joint venture.

Disclosure Initiative (amendments to IAS 1 due December 2014)
+ An entity should order its notes in a systematic manner, with no imposed particular way of ordering them.

* The amendments proposed in the ED relating to subtotals, materiality, disaggregation, accounting policies,
and the presentation of items of OCI of equity-accounted investments are confirmed.

Comprehensive review of the IFRS for SMEs (redeliberations on the 2013 ED)
» An option to use the revaluation model for property, plant and equipment would be added.

+ The definition of a related party would be amended to include a management entity providing key
management personnel services.

» An SME would be permitted to account for investments in subsidiaries, associates and jointly controlled
entities in its separate financial statements using the equity method.

Research Projects

+ Foreign Currency Translation (IAS 21): retained in the IASB's Research Programme, but as a longer-term
project.

+ Financial Instruments with Characteristics of Equity (IAS 32): potential improvements to the classification of
liabilities and equity and to their presentation and disclosures.

18 December 2014 ED/2014/3 - Recognition of Deferred Tax Assets for Unrealised Losses (Proposed amendments to IAS 12)
15 January 2015 DP/2014/2 - Reporting the Financial Effects of Rate Regulation
16 January 2015 ED/2014/4 - Measuring Quoted Investments in Subsidiaries, Joint Ventures and Associates at Fair Value (Proposed

amendments to IFRS 10, IFRS 12, IAS 27, IAS 28 and IAS 36 and Illustrative Examples for IFRS 13)

On 29 October 2014, RSM International submitted comments to the European Commission on its public
consultation for the ‘Effects of using International Financial Reporting Standards (IFRS) in the EU’
http://ec.europa.eu/eusurvey/pdf/answer/5597dfbb-b08c-400d-a533-55491dbb61c8/
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About RSM

RSM is a global network of independently owned and managed professional service firms, united by a common
desire to provide the highest quality of services to their clients. High standards, common work ethic and clear
focus make our members valuable partners for a varied client base worldwide. RSM spans the globe, with more
than 700 member and correspondent firm offices, in 100 countries worldwide and more than 32,500 people on
hand to serve clients.

We have member firms in North and South America, across Europe, in Africa and the Middle East and throughout
the Asia Pacific region. For a full list of member firms visit www.rsmi.com.

RSM member firms will work in partnership with clients to address the impact of IFRS developments on their
business. They bring knowledge of local markets, an understanding of the business issues to be addressed when
expanding internationally and excellence in the application of IFRS.

Please contact Ellen O'Sullivan in the RSM Executive Office for more information on IFRS services provided by RSM
member firms:

Ellen (Costa) O'Sullivan
E ellen.osullivan@rsmi.com
T +44 (0)20 76011080

RSM is the brand used by a network of independent accounting and advisory firms each of which practices in its own
right. The network is not itself a separate legal entity of any description in any jurisdiction.

The network is administered by RSM International Limited, a company registered in England and Wales (company
number 4040598) whose registered office is at 11 Old Jewry, London EC2R 8DU.

The brand and trademark RSM and other intellectual property rights used by members of the network are owned by
RSM International Association, an association governed by article 60 et seq of the Civil Code of Switzerland whose seat
isin Zug.
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