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FEDERATION OF ACCOUNTING PROFESSIONS 

UNDER THE ROYAL PATRONAGE OF HIS MAJESTY THE KING 

IFRS Standards Exposure Draft ED/2018/2 Onerous Contracts — Cost of 

Fulfilling a Contract Proposed amendments to IAS 37  
 

Questions for respondents 

Question 1 

The Board proposes to specify in paragraph 68 of IAS 37 that the cost of fulfilling a contract 

comprises the costs that relate directly to the contract (rather than only the incremental costs of 

the contract). The reasons for the Board’s decisions are explained in paragraphs BC16–BC28. 

Do you agree that paragraph 68 of IAS 37 should specify that the cost of fulfilling a 

contract comprises the costs that relate directly to the contract? If not, why not, and what 

alternative do you propose? 

 

TFAC:  We support the amendment that the “directly related cost approach” is applied when 

determining the cost of fulfilling a contract, rather than the “incremental cost approach”, 

because the former approach will capture all necessary costs that would require the entity to 

incur to fulfil a contract when consider whether or not such contract is onerous under IAS 37.   

Also, the amendment will help to reduce the diversity in practice in determining the cost of 

fulfilling a contract.  

 

Question 2 

The Board proposes to add paragraphs 68A–68B which would list costs that do, and do not, 

relate directly to a contract. 

Do you have any comments on the items listed? 

Are there other examples that you think the Board should consider adding to those 

paragraphs? If so, please provide those examples. 

TFAC:  We support the IASB’s proposal to include the examples of the costs that relate 

directly to a contract and we have no comments on the items listed, except for item (c) 

allocation of costs. Since there is no clear description or guidance on what are the appropriate 

basis for such cost allocation, for example historical normal capacity, expected future 

projects/unit of productions etc., we would appreciate that IASB will consider to add this 

aspect to clarify the manner on how to derive item (c).   
 

Question 3 

Do you have any other comments on the proposed amendments? 

 

TFAC:  None.  


