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Cover Note

Objective

1 The objective of this session is for EFRAG FR TEG to recommend EFRAG's preparatory draft

of the Endorsement Advice and for EFRAG FRB to approve it. The preparatory draft of the
Endorsement Advice relates to the IASB’s proposed Amendments to the Fair Value Option
for Investments in Associates and Joint Ventures.

2 Since this is a fast-track project, this preparatory draft has been prepared based on the

content of the IASB’s Exposure Draft Amendments to the Fair Value Option for Investments
in Associates and Joint Ventures (ED) and the IASB’s discussions and tentative decisions
taken in its meeting of 20 May 2026. This unusual step is being taken to help secure
endorsement of the Amendments before the effective date of IFRS 18 Presentation and
Disclosure in Financial Statements (1 January 2027), thereby enabling the Amendments to
be applied at the same time as IFRS 18.

3 This preparatory draft will be published before the issuance of the Amendments.

Background

4 Based on the feedback received, EFRAG, on 16 April 2026, published its final comment

letter on the IASB’s ED and confirmed its draft position of supporting the proposed
amendments. At the same time, EFRAG acknowledged that stakeholders hold differing
views on the appropriate scope of the proposed amendments, as well as on the
interpretation of their wording. Therefore, EFRAG suggested areas for the IASB to further
clarify to ensure consistent understanding and application of the amendments.

5 The feedback statement was issued on 2 June 2026.

Next steps

6 The final amendments are expected to be issued in mid-2026.
7 The table below shows the planned next steps:
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Endorsement process

Date Meeting Objective

11 June 2026 EFRAG FR TEG and FRB joint | EFRAG FR TEG to recommend the
meeting preparatory draft of the Endorsement Advice
for approval and EFRAG FRB to approve it.

23 July 2026 EFRAG FRB and FR TEG joint | EFRAG FR TEG to recommend the final
meeting Endorsement Advice for approval and EFRAG
FRB to approve it.

8 As per EFRAG's due process, there needs to be a minimum comment period of 30 days on
the preparatory draft consultation. The comment letter deadline will therefore be around
mid-July. The exact date will be calculated based on the publication date of the preparatory
draft.

Question for EFRAG FRB and FR TEG members

9 Do you agree with the preparatory draft of the Endorsement Advice and/or do you have
suggestions for improvement? Please explain.

10 Do EFRAG FR TEG members agree to recommend the preparatory draft of the
Endorsement Advice to EFRAG FRB for approval?

11  Does EFRAG FRB approve the preparatory draft of the Endorsement Advice?

Agenda Papers

12  In addition to this cover note, agenda papers for this session are:
(a)  Agenda paper 07-02 — Preparatory Draft of the Endorsement Advice; and

(b)  Agenda paper 07-03 — Invitation to comment.
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Appendix 1

IASB’s draft changes to the proposed amendments

1

This appendix illustrates proposed amendments to paragraphs 18—19 of IAS 28 Investments
in Associates and Joint Ventures as set out in the Exposure Draft Amendments to the Fair
Value Option for Investments in Associates and Joint Ventures with draft changes to those
proposed amendments in bold (added text is underlined and deleted text is struck through)
as tentatively decided by the IASB in May.

Exemptions from applying the equity method (IAS 28):

“18. 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, e¥ a mutual fund, unit trust or similar entity, end-sitrilarentities including
investment-linked-insurancefunds; the entity may elect to measure that investment at fair value through profit
or loss in accordance with IFRS 9. A similar entity includes one that has Similarentities-include-those-that-have
a main business act/wty of investing in part/cular types of assets (see paragraph 49(a) of IFRS 18) An-example

W—%W#FM%W%AH entity shall make this election

separately for each associate or joint venture, at initial recognition of the associate or joint venture. {See+RS

19. When an entity has an investment in an associate, a portion of which is held indirectly through a venture
capital organisation, e¥ a mutual fund, unit trust or similar entity end-similar-entities including—investment-
linked-insurancefunds, the entity may elect to measure that portion of the investment in the associate at fair
value through profit or loss in accordance with IFRS 9 regardless of whether the venture capital organisation, e¥
the mutual fund, unit trust or similar entity end-similar-entities including-investmentlinked-insurancefunds,
has significant influence over that portion of the investment. If the entity makes that election, the entity shall
apply the equity method to any remaining portion of its investment in an associate that is not held through a
venture capital organisation, e¥ a mutual fund, unit trust or similar entity end-similar—entities including
investmenttinked-insurancefunds.”
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