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Executive summary

The International Accounting Standards Board (IASB) has issued amendments to IAS 28
Investments in Associates and Joint Ventures to clarify which investments in associates and
joint ventures are eligible to be measured using the fair value option. The amendments link
closely with the new concept of investing in certain types of assets as a specified main
business activity that has been introduced by IFRS 18 Presentation and Disclosure in
Financial Statements. The amendments will be effective from the same date a reporting entity
first applies IFRS 18.

Background

These amendments were made following feedback from the insurance industry, which indicates
there is current diversity in practice when interpreting who is eligible to apply the fair value option
in IAS 28. Without these amendments, when IFRS 18 is applied, further diversity would arise
when classifying income and expenses in the statement of profit or loss. The IASB therefore
developed these narrow-scope amendments to address diversity in interpretation and clarify the
circumstances in which the fair value option can be used. Although the issue arose due to
feedback from the insurance sector, it is important to note the amendments will need to be
considered by any entities that may apply the fair value option, regardless of sector.

Summary of amendments

The original text of IAS 28 allowed a reporting entity to apply the fair value option to investments
that were “held by, or 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 amendments clarify explicitly that “similar entities” include entities that have a specified main
business activity of investing in particular types of assets that are defined in IFRS 18.
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Effective date and transition

The amendments to IAS 28 will be applied by an entity in the first reporting period in which it
applies IFRS 18 (including if an entity elects to adopt IFRS 18 early).

Our thoughts

We are supportive of these new amendments and agree that it adds greater clarity to the
requirements of IAS 28. Greater linkage to IFRS 18 will be beneficial when entities begin to
apply that standard from the start of 2027.
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About Raymond Chabot Grant Thornton

Raymond Chabot Grant Thornton is a leading accounting and advisory firm providing audit, tax, and advisory services to private
and public organizations. Together with Doane Grant Thornton in Canada, Raymond Chabot Grant Thornton has more than
5,650 people in offices across Canada. Raymond Chabot Grant Thornton is a member firm within Grant Thornton International
Ltd (Grant Thornton International). Grant Thornton International and the member firms are not a worldwide partnership. Services
are delivered independently by the member firms.

We have made every effort to ensure the information in this publication is accurate as of its issue date. Nevertheless, information
or views expressed herein are neither official statements of position nor should they be considered technical advice for you or
your organization without consulting a professional business adviser. For more information about this publication, please contact
your Raymond Chabot Grant Thornton adviser.
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