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These talking points summarise the discussion at the June IFRS Interpretations Committee meeting. The Committee 
voted to finalise three agenda items as agenda decisions, subject to the board approval:

● Cash Received via Electronic Transfer as Settlement for a Financial asset (EP116)
● Negative low emission vehicle credits (EP121 and EP125)
● Transfer of insurance coverage under a group of annuity contracts (EP125 and EP127)

One agenda item has been recommended to be included as part of the FICE project. .
● SPACs: Classification of public shares as financial liabilities or equity (EP128)

1. Consolidation of a non-hyperinflationary subsidiary by a hyperinflationary parent
The first new submission was around the consolidation of a non-hyperinflationary subsidiary by a 
hyperinflationary parent. This is particularly prevalent within certain jurisdictions, for example Argentina, Venezuela, 
Lebanon, Turkey and Zimbabwe.

Subsequent to applying IAS 21, the submitter asked if in the consolidated financial statements, whether the parent 
should apply IAS 29 with respect to its non-hyperinflationary subsidiary. If so, this would give rise to a restatement 
of the subsidiary’s financial statements based on an appropriate inflation rate. The Committee had mixed views 
on the issue. The Committee agreed that the staff perform further outreach to understand the prevalence of the 
matter and to obtain information about the feasibility of possible narrow standard setting, after which the issue will be 
brought back to the IFRIC.

2. Application of IFRS 17 and IAS 21 to a group of insurance contracts with foreign currency cash flows 
(In transition, June 2022)

The second new submission was on the application of IFRS 17 and IAS 21 to a group of insurance contracts 
with foreign currency cash flows. IFRS 17 requires entities to consider a group of insurance contracts as a single 
unit of account. Insurance contracts are often issued in more than one currency. In regard to the second submission 
the Committee discussed two questions:

Does an entity consider currency risk when identifying portfolios of insurance contracts subject to similar risks?
One criteria in grouping insurance contracts is that the contracts must be subject to similar risks. The Committee 
concluded that all risks should be considered, including currency risk. The nature and extent of the risks in the 
contract must be considered to determine whether the risks are similar. It is therefore possible to have a group of 
insurance contracts which involves cash flows in multiple currencies, but this may not always be the case.

Application of IAS 21 and IFRS 17 in a group of insurance contracts with cash flows multiple currencies
IFRS 17, paragraph 30 has guidance on foreign currency translation which requires an entity to treat the group of 
contracts including the contractual service margin (‘CSM’) , as a monetary item. 

The committee concluded that an accounting policy should be developed by the entity to determine the currency (or 
currencies) in which the group, including the contractual service margin, is denominated. The two acceptable 
approaches are as follows:

1) On initial recognition, entities should determine a single currency for the group of insurance contracts (for 
example, by considering the currency of the premiums or currency of predominant cash flows). 

2) The entity can apply multiple foreign exchange rates to the group of insurance contracts, including the 
CSM. However, the Committee was clear that the CSM is a single residual amount, and that the 
identification of components of CSM was restricted to foreign currency translation.
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