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This paper has been prepared by the EFRAG Secretariat for discussion at a public meeting of EFRAG 
TEG. The paper forms part of an early stage of the development of a potential EFRAG position. 
Consequently, the paper does not represent the official views of EFRAG or any individual member of the 
EFRAG Board or EFRAG 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 Board, are published as comment letters, discussion or position 
papers, or in any other form considered appropriate in the circumstances.

 Annual Improvements to IFRS Standards 2015-2017 Cycle
Cover Note

Objective
1 The objectives of the session are to:

(a) consider the feedback received in response to EFRAG’s draft comment letter 
on the exposure draft ED/2017/1 Annual Improvements to IFRS Standards 
2015-2017 Cycle, issued by the IASB on 12 January 2017 (the ‘ED’);

(b) discuss and recommend to the EFRAG Board a final comment letter on the 
ED; and

(c) discuss and approve a feedback statement.

Background
2 The ED addresses the following issues:

Issue Standard Subject of amendment

1 IAS 12 Income Taxes Income tax consequences of payments on financial 
instruments classified as equity.

2 IAS 23 Borrowing Costs Borrowing costs eligible for capitalisation.

3 IAS 28 Investments in 
Associates and Joint 
Ventures

Long-term interests in an associate or joint venture.

3 On 2 February 2017, EFRAG issued its draft comment letter on the ED. Comments 
were requested by 3 April 2017. 

Comment letters received
4 EFRAG received 12 comment letters, with 5 being from National Standard Setters, 

3 from Associations of Preparers, 2 from Accounting Organisations and 2 from 
preparers. The EFRAG Secretariat has considered the feedback received (as 
summarised in the draft feedback statement in agenda paper 01-02) to prepare a 
draft of a final comment letter that is contained in agenda paper 01-03.

5 The comment letters received in response to EFRAG’s draft comment letter can be 
found on EFRAG’s website here, under ‘Documents’ - ‘Exposure draft consultation’.

http://www.efrag.org/Activities/1607110745114055/Annual-Improvements-to-IFRS-Standards-2015-2017-Cycle
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Comment letters analysis
Proposed amendments to IAS 12

6 Most respondents broadly agreed with EFRAG’s tentative position that the IASB 
clarify that the requirements in paragraph 52B apply to all income tax consequences 
of dividends and not only to the circumstances described in paragraph 52A of IAS 
12. 

7 Half of the respondents explicitly supported EFRAG’s concerns that pursuing the 
narrow-scope amendments to IAS 12 without providing guidance on how to 
determine whether the payments are distributions of profits may not lead to a 
significant improvement in consistent application compared to the current situation.

8 Some respondents disagreed with the proposed amendment, as they thought that 
the issue was broader than the scope of an Annual Improvement and should be 
considered under a more general approach, which would specify the underlying 
principles to determine when tax effects have to be presented in equity or in profit 
or loss.

9 Based on the input received from respondents, the EFRAG Secretariat proposes 
that the final comment letter maintains:
(a) EFRAG’s general agreement with the proposed amendments to IAS 12 as 

that was supported by most respondents; and
(b) EFRAG’s concern that amending IAS 12 without providing guidance on how 

to determine whether the payments are distributions of profits may not lead to 
a significant improvement in consistent application compared to the current 
situation, as that was supported by almost half of the respondents and most 
of the rest were silent.

Proposed amendments to IAS 23

10 Most respondents agreed with EFRAG’s tentative position related to the proposed 
amendments to IAS 23 and therefore, the EFRAG Secretariat proposes to maintain 
EFRAG’s initial support for the amendments.

Proposed amendments to IAS 28

11 EFRAG received mixed views on the proposed amendments to IAS 28. Half of the 
respondents were in agreement with EFRAG’s view.  For the reasons explained in 
the draft comment letter, the EFRAG Secretariat proposes to retain its initial 
tentative position, as we consider this is consistent with the existing requirements of 
IFRS Standards, is the most practical way to address the issue and does not require 
reconsidering existing requirements. 

12 However, the EFRAG Secretariat noted the following issues raised by respondents 
and proposes to reflect them in its final comment letter among the issues that 
needed to be considered by the IASB in its equity method research project:
(a) defining what might be considered ‘long-term interest’ that forms part of the 

net investment of an associate and joint venture (see proposed changes to 
paragraph 20 in paper 01-03);

(b) the appropriate treatment when the long-term interest is managed together 
with the equity interest as a single package (see proposed changes to 
paragraph 20 in paper 01-03); 

(c) lack of guidance in IAS 28 on how to allocate impairment of the net investment 
as a whole to the different components of the net investment (i.e. the 
investment accounted for using the equity method and long-term interests) 
(see proposed changes to paragraph 18 in paper 01-03);
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(d) similar issues in the separate financial statements of a parent entity, if the 
parent entity measures its investments in subsidiaries using the equity method 
in accordance with IAS 27 Separate Financial Statements (see proposed 
changes to paragraph 20 in paper 01-03); and

(e) similar issues in the financial statements of an entity, if the entity measures its 
investments in associates or joint ventures at cost in accordance with IAS 27 
(see proposed changes to paragraph 20 in paper 01-03).

13 EFRAG received mixed views on its proposal to suggest an effective date of 1 
January 2019, with earlier application permitted. As stated in EFRAG’s draft 
comment letter, the time table may create difficulties for jurisdictions with a 
translation or endorsement process, including the European Union, and it is unlikely 
that such processes can be finalised by 1 January 2018 in all jurisdictions.

14 Therefore, in its final comment letter, the EFRAG Secretariat proposes that EFRAG 
maintain its support for providing an effective date of 1 January 2019, with earlier 
application permitted. The EFRAG Secretariat also proposes to recommend in 
EFRAG’s final comment letter that the IASB provide transition provisions for entities 
that will not be able to apply the amendments at the same time they apply IFRS 9 
(see proposed changes to paragraph 23 in paper 01-03).

Questions for EFRAG TEG
15 Does EFRAG TEG agree to recommend the final comment letter to the EFRAG 

Board?
16 Does EFRAG TEG approve the proposed feedback statement?

Agenda Papers
17 In addition to this cover note, agenda papers for this session are:

(a) Agenda paper 01-02 – draft Feedback statement; and
(b) Agenda paper 01-03 – draft Final Comment Letter.


