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Cover Note and Summary of EFRAG IAWG Feedback on potential scope

amendments of the fair value option of IAS 28

Objective
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The objective is to provide and update and seek EFRAG FRB’s and EFRAG FR TEG’s views on
the IASB Staff’'s recommendations in paragraph 6 of the Agenda Paper 10-03 on the
potential amendments to the scope of the fair value option (FVO) under paragraphs 18 and
19 of IAS 28.

eedback from EFRAG IAWG members in its meeting on 3 December 2025
Members agreed with the IASB Staff's recommended amendments to paragraphs 18 and
19, and they welcomed the quick solution, which was focused on insurance entities and
will not address the revocation of FVO once opted for. They considered it important to
apply these amendments at the same time as the effective date of IFRS 18. One of the
members acknowledged the IASB Staff’s reasons? for not providing an option to revoke the
election including that other IFRS Accounting Standards do not allow revocation. The

member considered that the main issue had been addressed.

Another member suggested a clarification in paragraph 18 of IAS 28 as follows - ‘assets as

a main business activity as defined in IFRS 18’.

4 One of the other members, while agreeing with the 1ASB Staff’'s recommendations,

indicated that the suggested amendment of paragraph 19 of IAS 28, whereby there will be
no explicit mention of investment linked insurance funds, was not ideal. He observed that
investment linked insurance funds are based on the Variable Fee Approach (‘VFA’) and so
the investment in associates is split so that the VFA portfolio invested in that is measured

at fair value through profit or loss? (‘FVPL’) non-VFA portfolio invested in that is measured
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These reasons were in the IASB’s December meeting paper

which would result in income and expenses from the investment in associates and joint ventures in the
perating category of its statement of profit or loss.
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through the equity method®. He considered that, based on the current wording in
paragraph 19, this split measurement was no longer possible, thereby resulting in
accounting mismatches and increased volatility. Some of the auditor members did not read

the words as strictly and stated that this needed to be further discussed with auditors.

5 Some members provided a similar issue relating to investments in real estate whereby part
of the investment is backed by life insurance contracts (where VFA is applied) and part by
property and casualty contracts (non-VFA). Many apply FVPL measurement for the whole
investment in real estate or apply amortised cost fully instead of doing a split measurement

as there were questions on how to do this split measurement.

Question for EFRAG FRB and EFRAG FR TEG

6 Do you have any comments on the update, and do you agree with the IASB Staff’s
recommendations? Please explain.

Next steps

7 The Exposure Draftis expected in February 2026 with a 60-day comment period and subject
to the comments received, issued final amendments to IAS 28 by mid-2026.

Agenda Papers

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

(a)  Agenda paper 10-03 - IASB Staff paper on the potential amendments to the scope of
the fair value option in IAS 28;

(b)  Agenda paper 10-04 - The EFRAG Secretariat’s response to the IASB’s request for
information - for background.

3 which would result in income and expenses from the investment in associates and joint ventures in the
investing category of its statement of profit or loss.
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