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This paper has been prepared by the EFRAG Secretariat for discussion at a public meeting of the EFRAG FRB and 

EFRAG FR TEG. The paper does not represent the official views of EFRAG or any individual member of the EFRAG 

FRB or EFRAG FR TEG. The paper is made available to enable the public to follow the discussions in the meeting. 

Tentative decisions are made in public and reported in the EFRAG Update. EFRAG positions, as approved by the 

EFRAG FRB, are published as comment letters, discussion or position papers, or in any other form considered ap-

propriate in the circumstances. 

Amendments to the Fair Value Option (IAS 28) 

Cover Note 

Objective 

1 The objectives of the session are to: 

(a) consider the comments received in response to EFRAG’s draft comment letter on the 

exposure draft, Amendments to the Fair Value Option for Investments in Associates 

and Joint Ventures, issued by the IASB on 19 February 2026 (the ‘ED’);  

(b) EFRAG FR TEG to discuss and recommend to the EFRAG FRB a final comment letter 

on the ED; and  

(c) EFRAG FRB to approve the final comment letter. 

2 The Appendix below reflects a summary of EFRAG discussions, i.e., March 2026 EFRAG FR 

TEG-CFSS, February 2026 joint EFRAG FRB and FR TEG and February 2026 joint EFRAG IAWG 

and FIWG meetings. 

Background 

3 Stakeholders from the insurance industry informed the IASB about diversity in how the 

requirements for the fair value option in IAS 28 Investments in Associates and Joint Ven-

tures are applied and the effects of that diversity on the classification of income and ex-

penses in the statement of profit or loss in accordance with IFRS 18 Presentation and Dis-

closure in Financial Statements.  

4 Therefore, the IASB decided to propose amendments to paragraphs 18 and 19 of IAS 28 to 

clarify which entities are eligible to measure investments in associates and joint ventures 

using the fair value option in IAS 28. 

5 The IASB issued an Exposure Draft (‘ED’) Amendments to the Fair Value Option for Invest-

ments in Associates and Joint Ventures - Proposed amendments to IAS 28 on 19 February 

with a comment period deadline of 20 April. 

6 EFRAG published a draft comment letter on the proposals on 27 February 2026.  

7 The IASB, in its December 2025 tentative decisions, clarified, in paragraphs 18–19 of IAS 28, 

that ‘similar entities’ include entities that invest in associates and joint ventures as a main 

business activity. These tentative decisions were discussed at the February 2026 joint 

https://www.ifrs.org/content/dam/ifrs/project/amendments-to-the-fair-value-option-ias-28/ed-iasb-2026-1-amendments-fvo-ias-28.pdf
https://www.ifrs.org/content/dam/ifrs/project/amendments-to-the-fair-value-option-ias-28/ed-iasb-2026-1-amendments-fvo-ias-28.pdf
https://www.efrag.org/sites/default/files/media/document/2026-02/EFRAG%20DCL%20Amendments%20to%20the%20Fair%20Value%20Option%20%28IAS%2028%29.pdf
https://www.ifrs.org/news-and-events/updates/iasb/2025/iasb-update-december-2025/#5


Amendments to the Fair Value Option (IAS 28) – Cover Note 

EFRAG FRB and FR TEG meeting 14 April 2026 Paper 07-01, Page 2 of 7 

 

EFRAG IAWG and FIWG meeting whereby members did not agree with this wording as ex-

plained in paragraph 9 in the Appendix.  

8 Subsequently, in the February 2026 ED, the IASB broadened the scope of the proposed 

amendments to clarify that similar entities include those that have a main business activity 

of investing in particular types of assets. 

Feedback from two EFRAG FR TEG members (duplicated in paragraphs 16 to 18 of paper 07-
02) 

9 Via written comments, two EFRAG FR TEG members raised the following concerns about 

the IASB’s proposals: 

(a) There may be specific structuring as a reporting entity with no specified main busi-

ness activity could set up entities specifically with the objective of investing in asso-

ciates and joint ventures and be eligible for the fair value option.  

(b) Also, IFRS 18 discusses identification of a main business activity only at the reporting 

entity level, whereas applying IAS 28 would be to identify a main business activity at 

the level of the entity holding the investment in associates and joint ventures (to 

assess whether fair value measurement is available at the reporting entity level) be-

fore identifying a main business activity at the parent entity level (to determine clas-

sification in accordance with paragraph 55 of IFRS 18). In this case, there would be 

an inconsistency that the associate will be measured at fair value, but fair value 

changes will need to be classified in the investing category in the ultimate parent’s 

consolidated financial statements, not in the operating category. 

10 To address these concerns, they suggested replacing the proposed amendments (“similar 

entities include … paragraph 49(a) of IFRS 18”) with the following alternative wording to be 

inserted before the final sentence of §18: “A entity may also elect to measure investments 

in associates and JVs in which it invests directly or indirectly as a main business activity at 

fair value through profit or loss in accordance with IFRS 9.” This would also allow these 

entities to classify income and expense from these associates within the operating category 

in accordance with paragraph 55 of IFRS 18. 

11 As a result, paragraph 18 amended would read as follows: 

When an investment in an associate or a joint venture is held by, or is held indirectly 

through, an entity that is a venture capital organisation, or a mutual fund, unit trust and 

similar entities including investment-linked insurance funds, the entity may elect to meas-

ure that investment at fair value through profit or loss in accordance with IFRS 9. An exam-

ple of an investment-linked insurance fund is a fund held by an entity as the underlying 

items for a group of insurance contracts with direct participation features. For the purposes 

of this election, insurance contracts include investment contracts with discretionary partic-

ipation features. An entity may also elect to measure investments in associates and JVs in 

which it invests directly or indirectly as a main business activity at fair value through profit 

or loss in accordance with IFRS 9. An entity shall make this election separately for each as-

sociate or joint venture, at initial recognition of the associate or joint venture. (See IFRS 17 

Insurance Contracts for terms used in this paragraph that are defined in that Standard.) 
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Questions for EFRAG FRB and FR TEG 

12 Do you agree or disagree with the proposed final comment letter? Please explain. 

13 Based on the constituents’ support, the final comment letter supports the ED proposals. 

However, paragraph 9 highlights some concerns raised by some EFRAG FR TEG members. 

Should these concerns and the alternative suggested wording in paragraphs 10 and 11 

be incorporated into EFRAG’s final comment letter? Please explain. 

14 Do EFRAG FR TEG members agree to recommend the proposed final comment letter to 

EFRAG FRB for approval? 

15 Does EFRAG FRB approve the proposed final comment letter? 

Agenda Papers 

16 In addition to this cover note, agenda papers for this session are: 

(a) Agenda paper 07-02 – Comment letter analysis; 

(b) Agenda paper 07-03 – Draft final comment letter – marked-up compared to the draft 

comment letter; and 

(c) Agenda paper 07-04 – Draft final comment letter – clean version. 

17 The final version of comment letters received can be found here. 
  

https://www.efrag.org/en/projects/amendments-to-the-fair-value-option-ias-28/exposure-draft-consultation?page=documents
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Appendix - Summary of EFRAG meetings 

EFRAG FR TEG & EFRAG CFSS MEETING 19 March 2026 

Objective of the session 

1 The objective of the session was to seek EFRAG FR TEG-CFSS’s views on the Exposure 

Draft Amendments to the Fair Value option for investments in associates and joint ven-

tures. 

Clarification on the proposed amendments from an IASB member 

2 Before starting the discussion, an IASB member clarified that the proposed amend-

ments aim to clarify which investments in associates and joint ventures can be fair val-

ued in accordance with IAS 28 Investments in Associates and Joint Ventures1. He high-

lighted that once an entity had identified which investments in associates and joint ven-

tures can be fair valued, the reporting entity then has to assess where to show the fair 

value changes – either in the investing or operating category, applying IFRS 18 Presenta-

tion and Disclosure in Financial Statements. So not all of these investments that are meas-

ured at fair value can be classified in the operating category.  

Overall agreement on the proposed amendments 

3 There was an overall agreement on the proposed amendments, as they would ad-

dress the issues identified in a timely manner. However, a few members disagreed. One of 

them considered three other approaches would be possible to address in a consistent way 

the concerns raised: (i) allowing the classification of income and expenses arising from eq-

uity accounted investments in the operating category by amending the IFRS 18 (ii) limiting 

the fair value option to only investments in associates and joint ventures that are held as 

a part of a main business activity or (iii) making the fair value option unrestricted. The IASB 

representative noted that the proposal aimed to clarify what the wording of “similar enti-

ties including investment-linked insurance funds” in IAS 28 means, thus amending IFRS 18, 

a presentation standard, would not be effective.   

Risk of a broader scope of the fair value option 

4 A few members remarked that there would be the risk of unintended consequences as 

the scope of the fair value option would be broader than intended, and it could be incon-

sistent with a narrow-scope project. Two members highlighted that, in their view, the risk 

of opportunistic applications is mitigated by the following factors: (i) an entity has to 

demonstrate that it has a main business activity of investing in particular types of as-

sets, (ii) the entity should be able to perform a reliable fair value measurement, and (iii) 

the option is irrevocable, exposing the entity to increase but also decrease in fair value.   

Risk of additional uncertainty in the financial statements 

5 One member with a user background noted that these amendments could introduce addi-

tional uncertainty in the financial statements, as the fair value level of most associates and 

joint ventures is level 3.  

Unrestricted fair value option 

6 A few members agreed with the recommendation included in the EFRAG’s Draft Comment 

Letter about exploring stakeholders’ views on an unrestricted option, as it was consid-

ered more principle-based.  
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EFRAG FRB & EFRAG FR TEG 26 February 2026 

Objective of the session 

7 The objective of the session was for EFRAG FR TEG to recommend EFRAG’s Draft Comment 

Letter (‘DCL’) for EFRAG FRB approval and for EFRAG FRB to approve it. The DCL was in re-

sponse to the IASB’s Exposure Draft (‘ED’) Amendments to the Fair Value Option for Invest-

ments in Associates and Joint Ventures.  

Overall agreement on the proposed amendments 

8 Members agreed with the ED’s proposed amendments to IAS 28.  These amendments will 

address the issues identified by insurers and are necessary before IFRS 18 Presentation 

and Disclosure in Financial Statements becomes effective. While acknowledging there 

were varied views on the clarity of the scope, it was noted that there was overall agree-

ment on the need for the amendments. Hence, it was suggested and agreed that the DCL 

would support the ED’s proposed amendments without any qualification, and that the 

feedback to the DCL could highlight any concerns that would inform EFRAG’s final com-

ment letter.  

Disagreement with clarification of scope suggested in the draft DCL 

9 Some members disagreed with the wording in the draft DCL, which suggested clarifying the 

scope of the amendments. In their view, the ED’s wording of the proposed amend-

ments will address the concerns raised by insurers. One member, however, suggested the 

DCL should include a specific question to the constituents seeking their feedback on their 

interpretation of the scope of the proposed amendments. It was agreed to in-

clude this question in the DCL.  

Mixed view on paragraph 19 of the proposed DCL 

10 Some members agreed with the wording improvement suggested in paragraph 19 of 

the draft DCL. Other members disagreed because, in their view, the suggested word-

ing would not improve the clarity of the proposed requirements. It was agreed to de-

lete this paragraph.  

Members considered banks are in scope 

11 Some members remarked that banks also invest in Associates and Joint Ventures, for ex-

ample, with the aim of sharing the technology infrastructure and related costs. They 

agreed with the proposed amendments because in their view the wording also al-

lows banks to apply the FVO if the latter have also a main business activity of investing in 

particular type of assets.   

Questions raised about split accounting concerns 

12 Some members questioned the concerns about the split accounting raised in the draft 

DCL. For instance, if it was a concern about the unit of account. One member clarified 

that this reflected concerns from some IAWG members, which arose because the pro-

posed amendments no longer referred to the “investment-linked insurance fund1’’ 

 

1 The revised wording for IAS 28 paragraphs 18 and 19 allows the application of the FVO only if the investment is held through a 

venture capital organisation, or a mutual fund, unit trust and similar entities that have a main business activity of investing in particular 

type of assets. 
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EFRAG FIWG & IAWG 20 February 2026 

Objective of the session 

13 The objective of the session was to gather EFRAG FIWG and EFRAG IAWG members’ 

views on EFRAG’s Draft Comment Letter (‘DCL’) on the Exposure Draft (‘ED’) Amendments 

to the Fair Value Option for Investments in Associates and Joint Ventures issued on 19 Feb-

ruary 2026 by the IASB.  

Overall agreement on the proposed amendments 

14 There was an overall agreement on the proposed amendments to IAS 28 Investments in 

Associates and Joint Ventures and on the need for an adoption in time for the application 

of IFRS 18 Presentation and Disclosure in Financial Statements. Members suggested the 

DCL should only have targeted refinements that do not lead to prolonged discussions.   

Disagreement with wording refinements2 related to scope proposed in earlier version of EF-
RAG DCL 

15 Members disagreed with the suggested wording in the version of the DCL presented at the 

meeting that “similar entities’’ includes entities that invest specifically in associates 

and joint ventures as a main business activity. Members indicated that insurers also invest 

in other assets, which is broader than only associates and joint ventures. They were con-

cerned that the suggested wording would narrow the scope of the proposed amend-

ments, would not reflect the insurance business, and it would lead to a discus-

sion on whether or not insurers would be eligible to apply the fair value option (FVO).  

Lack of clarity on scope 

16 A few members indicated the lack of clarity regarding the intended scope of the amend-

ments proposed by the IASB. They suggested clarifying whether the FVO could be applied 

for any investments in associates or joint ventures held by entities that have a main busi-

ness activity of investing in particular type of assets.   

17 One member suggested a wording improvement3 to be clear that a venture capital organi-

sation, a mutual fund and a unit trust are also in scope of paragraph 49(a)4 of IFRS 18.  

Related to the above, the EFRAG FR TEG Chair explained that, based on an IASB members’ 

comments at the 11 February EFRAG FR TEG meeting, his understanding was that the in-

tention of the IASB was not to expand the FVO to all insurance entities but rather to re-

strict it to only specific insurers, particularly those with Variable Fee Approach (VFA) type 

of insurance liabilities, even though it is not necessary that they apply the VFA.  

 

2 The earlier version of the DCL had suggested that “…the amendments should be explicit that the fair value option can be applied by 

entities that invest in associates and joint ventures as a main business activity as per IFRS 18.” 

3 The wording improvement is: “When an investment in an associate or a joint venture is held by, or is held indirectly through, an 

entity that is a venture capital organisation, or a mutual fund, a unit trust and or other similar entities that have a main business 

activity of investing in particular types of assets (see paragraph 49(a) of IFRS 18), the entity may elect to measure that investment at 

fair value through profit or loss in accordance with IFRS 9. Similar entities include those that have a main business activity of investing 

in particular types of assets (see paragraph 49(a) of IFRS 18). … ” 

4 Paragraph 49(a) of IFRS 18 states ‘’To classify income and expenses in the operating, investing and financing categories, an entity 

shall assess whether it has a specified main business activity—that is a main business activity of (see paragraphs B30–B41): a) investing 

in particular types of assets, referred to hereafter as investing in assets (see paragraph 53)” 
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It was agreed by EFRAG IAWG members that clarification of the objective of the amend-

ments was needed as some members did not have the same view as the EFRAG FR TEG 

Chair. 

18 One member remarked that, in the banking sector, they usually invest in associ-

ates and joint ventures with the aim of providing the technology infrastructure and sharing 

costs, but it was not clear if banks also could apply the FVO.  

Unrestricted fair value option 

19 Members suggested toning down the statement in the earlier version of the DCL about the 

lack of a conceptual basis for restricting the FVO as there is no proof of such an assertion.  

Mixed views on the impact of the proposed amendments on split accounting   

20 Some members were of the view that split accounting may no longer be possible under 

the proposed amendments. They observed that part of an investment in associates is split, 

i.e. part of the investment is held by an entity that issues VFA contracts that is measured at 

fair value through profit or loss (FVPL) and another part of the investment is held by an-

other entity that issues non-VFA contracts that is measured through the equity method. 

Applying the proposed amendment, both entities have the main business activity of invest-

ing in assets, and so the whole investment in associate would have to be considered in 

assessing whether to apply the fair value option.    

21 However, another member noted that, in his view, the current wording of the amend-

ments should not preclude the split accounting as confirmed in paragraph BC9 of the ED 

that states explicitly that the proposed amendments should not affect entities that already 

use the FVO.   

Effective date and transition 

22 Members did not disagree with the effective date and transition proposed for the amend-

ments to the IAS 28.  

 


