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IASB NEWS
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The baton ispassed. The Internationd Accounting Standards Board (IASB)
officialy took over from IASC effective 1 April 2001. The |IASC Trustees,
meeting in Brussals on 7-8 March, passed the necessary resolutionsinvoking
certain portions of IASC’s new Condtitution. Brief biographies of IASB

members are presented on pages 2-3.

An oversight foundation iscreated. As part of that action, the Trustees
established a not -for-profit Delaware corporation, named the Internationa
Accounting Standards Committee Foundation, to oversee the IASB.

Advisory Council membersare soon to be appointed. Seepage 3.

IASB meetsinformally, then officially. IASB heditsfirst formal Board
mesting on 18-20 April in London. In February, the Board had held an
informal adminidtrative meeting in Streatley -on-Thames, UK, a which no
technica matters were discussed. |ASB decisons at its April meeting are

summarised on pages 4-5.

Think “1ASB” not “IASC”. |ASB hasrevamped its website to reflect the
new gructure. Because the focus of the website is primarily on the work of
the standards board, its Internet address is www.iash.org.uk, athough the old

www.iasc.org.uk asoworks.

I ASB meeting schedule. 1ASB announced its meeting schedule for the
remainder of 2001. They plan to meet monthly, except in August, for threeto
five days each month. While most meetings will bein London, they have
planned one meeting each in Washington and Paris during 2001. See page 6.

I ASB offices. Thel ASC Trustees concluded that IASB’ s permanent home
should bein London, and new office facilities were rented. Page 7.

Standing Inter pretations Committee (SIC). SICmetin Tokyo 12-13
February. 1t finalised its consensus on SIC 26 (incidenta operations), began
discussing comments on SIC D-27 (leaseleaseback), and reached atentative
consensus on the measurement of sharesissued in a business combination,
which wasto be D28. However, in April the IASB decided that D26 should
not be finalised and D28 should not beissued. Thefuture of D27 isaso
uncertain. See pages89. SIC meets 911 May in Melbourne, Australia. The

agendais discussed on page 10.

Reminder: IAS 12, 19, 39, and 40 take effect in 2001. See page4.

G4+1 DISBANDS

The G4+1 group of standard-setters agreed to dishand and cancd its planned
future activities, because the new |ASB isready to Sart itsactivities. G4+1

does not plan any further publications or meetings.

EUROPE

The European Commission has proposed that all listed companiesuse IAS
starting in 2005. Key European business organisations have proposed a
mechanism for providing European input to IASB. See page 13.

For information about the content of IAS PLUS please contact:
Stephen Taylor: stetaylor @deloitte.com.hk
Paul Pacter: paupacter @del oitte.com.hk
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INTERNATIONAL ACCOUNTING STANDARDS BOARD MEMBERS

Sir David Tweedie, Chairman

Sir David Tweedie served asthe first full-time Chairman of the U.K. Accounting Standards Board, with aterm
from 1990-2000. Before assuming the Chairmanship of the U.K. Board, Sir David was national technica
partner for KPMG and has served as a professor of accounting in his native Scotland. He has worked on
international standards setting issues both asthe first Chairman of the G4+1, a cooperative group among
leading standard setters, and as amember of the previous |ASC Board.

Thomas E. Jones, Vice Chairman

Asthe former Principal Financial Officer of Citicorp and Chairman of the| ASC Board, Tom Jones brings
extensve experience in standard setting and the preparation of financid accounts for financia inditutions. A
British citizen, Mr. Jones has worked principaly in Belgium, Italy, France, and the United Stdes throughout
his professiona career.

Mary E. Barth

Asapart -time Board member, Mary Barth, an American citizen, will retain her position as a Professor of
Accounting a the Graduate School of Business at Stanford University. Among the academic commurity, she
iswidely known and has won national awards both as an educator and for her body of scholarly work. Before
entering academia, Prof. Barth was a partner at Arthur Andersen.

Hans-Georg Bruns — Liaison to German Standard Setter

Hans Georg Bruns has served as the Chief Accounting Officer for DaimlerChryder and has been head of a
principa working group of his home country’s German Accounting Standards Committee. In hisrole at
Damle-Benz and now DaimlerChryder, Dr. Brunswas in charge of the task forcelisting Daimler-Benz on the
New Y ork Stock Exchange and was responsible for the accounting issues related to the DaimlerChryder
merger.

Anthony T. Cope

Tony Copejoined the U.S. Financid Accounting Standards Board in 1993. Prior to that engagement, Mr. Cope,
aBritish citizen, worked as afinancial anayst in the United States for 30 years, ultimately becoming Director
of Fixed Income Research, Wellington Management Coin Boston. Mr. Cope, asamember of the|ASC
Strategy Working Party, was closely involved with the organization’ s current restructuring, and has served as
FASB’s observer to IASC Board meetings for the last five years.

Robert P. Garnett

Robert Garnett isthe Executive Vice President of Finance for Anglo American plc, a South African company,
listed on the London Stock Exchange. Mr. Garnett has worked as a preparer and andyst of financia statements
in his native South Africathroughout his career and, as an |ASB Board member, will reach out to the
economies of Southern Africato improve accounting standards.

Gilbert Gélard —Liaison to French Standard Setter

Currently apartner at KPMG in his native France, Gilbert G8ard has extensive experience with French

industry. He served as a Deputy CFO with Groupe Hachette from 1973 to 1982 and Deputy Group Comptroller
with EIf Aquitaine from 1982 to 1987. Mr. Géard spesks eight languages and has been amember of the

French standard-setting body (CNC). He served asamember of theformer IASC Board.

Robert H. Herz

Robert Herz, as a part-time member of the Board, will continue to be a partner at PricewaterhouseCoopers
where he has been in charge technica and professiona mattersin the United States and in the Americas. Mr.
Herz has been amember of several FASB task forces and professiond and academic committees and has
recently been nominated to become the Chairman of the new Transnationa Auditors Committee of the
International Federation of Accountants. Though aU.S. citizen, Mr. Herz has dso lived in England and
Argentina, spesks Spanish, and has worked with many international companies on accounting and reporting
matters.

James J. Leisenring — Liaison to the U.S. Standard Setter

Jm Leisenring has worked on issues rel ated to accounting standards setting over the last three decades, asthe
Vice Chairman and most recently as Director of Internationa Activities of the U.S. Financia Accounting
Standards Board (FASB) in his home country. While at FASB, Mr. Leisenring served as FASB’s observer for
severd years at meetings of the former IASC Board.

continued...
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INTERNATIONAL ACCOUNTING STANDARDS BOARD MEMBERS continued

Warren McGregor — Liaison to Australian and New Zealand Standard Setters

Warren McGregor developed an intimate knowledge of standard setting issues with hiswork over 20 years at
the Australian Accounting Research Foundation, where he ultimately became the Chief Executive Officer. In
his most recent position with Stevenson McGregor, a company he co-founded in his native Augtralia, he has
beeninvdved in advising ASEAN nations on adopting high quality accounting standards.

Patricia O'Malley — Liaison to Canadian Standard-Setter

Patricia O’ Malley currently serves as Chair of the Accounting Standards Board of Canada. She has worked on
issues related to global standard setting Since 1983 and brings vast experience on work with financial

ingtruments. Before joining the Canadian Board, Ms. O’ Madley was a Technicd Partner at KPMG in her home
country of Canada.

Harry K. Schmid

Harry Schmid brings over 40 years of experience as a preparer of financid statements for Nestlé, ultimately
becoming Senior Vice President &t its headquarters, responsible for corporate reporting. During his
professional career and before returning to his native Switzerland, Mr. Schmid lived in Latin Americafor 17
years and was responsible for finance and control of aLatin American subsidiary. Mr. Schmid spesks four
languages (German, French, English, and Spanish). He served as amember of the former IASC Board and the
Starding I nterpretations Committee.

Geoffrey Whittington — Liaison to U.K. Standard Setter

Geoffrey Whittington is the PricewaterhouseCoopers Professor of Financid Accounting at Cambridge
Univerdity and formerly served as amember of the UK Monopolies and M erger Commisson. In academia,
Professor Whittington is widely respected internationally on issues related to accounting and financia
datement analysis and has served as amember of the UK Accounting Standards Board in his native England.

Tatsumi Yamada —Liaison to Japanese Standard Setter

Tatsumi Yamadais currently a partner at ChuoAoyama Audit Corporation (amember firm of
PricewaterhouseCoopers) in Tokyo. Mr. Y amada brings extensive experience with international standard
Setting as a Japanese member of the previous |ASC board between 1996 and 2000, of which he became an
Executive Committee member in 2000.

The Standards Advisory Council INTERNATIONAL ACCOUNTING STANDARDS

(SAC) will provide aforum ADVISORY COUNCIL

through which | ASB can hear the

views of key condtituency groups In March, the IASC Trustees began ddliberations regarding the 175

on technical and procedural applicants and nominations to the International Accounting Standards
issues. The Council will bea Advisory Council (SAC). At the meeting, the Trustees reiterated their
sounding board and a source of commitment to achieving a broad and representative balance of

ideasfor possible agenda projects. perspectives, both professionally and geographically, through the crestion of

SAC. The Trugtees expect to complete the selection process for the
Advisory Council in May.

SAC will have gpproximately 30 members and will provide aforum for
organisations and individuas with an interest in international financia
reporting to participate in the standard setting process. Memberswill be
appointed for arenewable term of three years and have diverse geographic
and functiond backgrounds.

SAC will normally meet three times each year a meetings open to the
public to:

Q advissthe Board an prioritiesin the Board's work;

Q informthe Board of the implications of proposed standards for users
and preparers of financid statements; and

O giveother adviceto the Board or to the Trustees.
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Key decisionsin April: IASB DISCUSSION AND DECISIONS IN APRIL
—All existing |ASsand SICs At itsmeeting in London 18-20 April 2001, |ASB reached the following

continuein force. ‘o

—Greyletter sectionsof IASareno decisions

less authoritative than black-letter. Adoption of existing |ASsand SICs. The | ASC Board approved a

—New IASB Standardswill be resolution to adopt the IASC Standards and SIC Interpretetions existing at 1
known as I nternational Financial April 2001, the date that| ASB assumed responsibility for setting standards.
Reporting Standards. The resolution makes clear that the existing pronouncements continue to be
—-SIC D26 and D27 are not applicable unless and until they are amended or withdrawn after formal due
expected to befinalised in ther process.

current form. Proposed SIC D28

also will not be issued.

-IASB will embark on a project to

make relatively small

improvementsto existing | AS.

— AS 39 guidance questions and

answerswill beadded asan

illustrative appendix to the

Standard itsdlf. Namefor new standardsissued by IASB. New Standardsissued by the
IASB will be named “International Financid Reporting Standards’.

Interpretations. SIC D26 and SIC D27 will not beissued asfina
Interpretationsin their current form. Nor will SIC D28, Business
Combinations: Measurement of Shares Issued, be published (SIC had
approved D28 in February). 1ASB wantsto have more involvement than the
former IASC Board in developing draft Interpretations before they are
issued. AtitsMay meeting, IASB will discussits future relationship with
SIC, basad on a paper to be prepared by the SIC. SIC D26 and SIC D28

will beincluded in the improvements project. The future of SIC D27 is
uncertain.

Black letter vs. grey letter. |IASB approved a proposed introduction to the
old IASC Standards stating thet “ grey -letter” and “black-letter” paragraphs
have equal authority, and an enterprise must apply both to comply with IAS.
The status of appendicesto IASisunchanged. The Board will continue to
discuss how to issue the proposed wording for comments &t its next meeting
in May 2001. The Board will also discuss style of the Standards at that
time.

Improvementsproject. |1ASB added to its agenda an improvements
project. For sometime, the staff of the IASB have been aware of aneed for
aproject to addresstopicsthat can be dedlt with relatively quickly and are
not individualy significant enough to be a project on their own. A number
of potential topics have been raised with IASB gtaff, mainly by national
standard setters, accounting firms, |OSCO, the SC, and IASC Board
Members. Potentia topics for improvements are broadly of six types:
elimination of choices;

elimination of conceptual inconsistencies between IASs;

additiond guidance;

additiond disclosure;

drafting improvements;, and

improvements inthe structure of certain IASs.

[ iy |

IAS 39 implementation guidance. The IAS 39 Implementation Guidance
Committee (IGC) should continue to finaliseits current work. 1GC will be
asked to raise controversa issuesfor IASB to discuss before they areissued
asfind guidance. 1IGC's Q& Aswill be added to IAS 39 as an gppendix
illustrating application of the Standard.

The Board dso discussed the following matters in some detail, but no
decisons were taken:

O Board agendaand future work programme, including piiorities, criteria
for sdlecting agendaitems, and their classification into potentia
projects on convergence, leadership, critica path, improvement,
conceptud framework, and other financid reporting issues;

Q Proposas by the Joint Working Group on Financia Instruments and

Similar Items, including the recognition and derecognition mode;

Present Value;

Insurance Contracts,

O Reporting Financid Performance;

0o
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A wide variety of potential agenda
projects were suggested to | ASB.
The critical path projectsrepresent
pervasve issuesthat aroein a
number of past |ASC projectsand
that were addressed by |ASC on

an ad hoc bass. Many of the
convergence projectsare matters
on which |ASC and major
national accounting standard-
stters have reached differing
decisonsin the past few years.
Theleadership projectsare ones
that have proved to be major
stumbling blocks for individual
national standard setters. For
these, the collective effort of |ASB
and the national sandard -setters—
with I ASB taking theinitiative—
offersthe most likely path to
agreement on comprehensve and
high quality sandards.

IASB DISCUSSION AND DECISIONS IN APRIL, continued

O Bank Presentation and Disclosures;
O Leasss and
QO ShareBased Payment.

INVENTORY OF POTENTIAL IASB PROJECTS

Listed below are the projects that were suggested for the new IASB's
agenda, as discussd at the IASB’ sinaugura meeting 18-20 April:

I mprovements Projects
Q  ImprovementsProject

Critical Path Projects

O Reporting Financid Performance

O Didinguishing Between Liabilities and Equity
O Consolidation Policy

O PresntVaue

Conceptual Framework Projects

O Definitions of the Elements of Financial Statements
Q Measurement

O Liability Recognition

O Revenue Recognition

L eader ship Projects

Share Based Payments

Intangible Assets

Leasss

Measurement of Financid Insruments at Fair Vaue
Insurance Contracts

Extractive Industries

Rate Regulated Enterprises, including Privatisation |ssues
Mutual Funds

Convergence Projects
Impairment

Business Combinations
Conslidation Procedures
Pension Accounting
Income Taxes

Joint Venture Accounting
Derecognition
Revduations
Non-Reciproca Transfers
Segment Reporting
Accounting for Borrowing Costs

O

[y iy Sy W

[y oy oy Sy

Other Financial Reporting | ssues

Financia Reporting by "Smdl" Enterprises and Emerging Markets
Management Discussion and Andysis

Transition and First Time Application of IAS

Preface to International Accounting Standards

Business Reporting on the Internet and XBRL Taxonomy
Bank Disclosures and Presentation

Implementation Guidanceon IAS 41, Agriculture

Long Operating Leeses

Venture Capital Enterprises

Accounting for Associates

Accounting for Commodity Inventories

Financia Reporting in Hyperinflationary Economies

I
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| ASB plansto meet for threeto UPCOMING IASB MEETINGS
five days each month, other than

August, generally in London but IASB has scheduled the following Board meetings for 2001 (in addition to

occasionally elsevhere. Mestings itsinaugural meeting held 18-20 April):
areopen to public observation. O 2225May 2001, London (May 24 will be an open meeting with the
From an observer perspecive, chairs of mgjor global accounting standard setters)
IASB’sinaugural meeting was a O 2628 June 2001, London
“sell-out”. 0O 2527 July 2001, London
O 11-13 September 2001, London
O 1519 October 2001, Washington
O 27-29 November 2001, London
O 1820 December 2001, Peris
Two new | AS take effect in 2001:
IAS 39, and 40, 1AS 4L will RECENT IASC STANDARDS
become operativein 2003. The International Accounting Standards areissued on approval of at least 8 of
limited revisonsto |AS 12, 19, the 14 |ASB members. Proposed Sandards arefirgt published for comment,
and 39 also take effect in 2001. and for larger projects a discussion paper isissued for comment beforethe
And all of these will affect proposal.
quarterly and halfyearly reports,
not just annual reports. Deloitte EFFECTIVE DATES OF INTERNATIONAL ACCOUNTING
Touche Tohmatsu can help with STANDARDS EFFECTIVE 2001 OR LATER
thetrangtion.
NewlAS Effectivefor Periods
Beginning on or After
IAS39 | Financid Ingruments. 1 January 2001 (financia
Recognition and Measurement* years beginning on or after)
IAS40 | Investment Property* 1 January 2001
IAS41 | Agriculture* 1 January 2003
IAS Limited Revisonsto IAS 12, 1 January 2001
12,19, | 19, and 39 and Other Related
and39 | Standards**

*Summarised in IAS PLUS, October 2000. ** Summarised in IAS PLUS
January 2001. Both newdetters are available a http://www.iasplus.com.

IASB hasjoinel a global

organisation whose goal isto XBRL PROJECT

make financial information In February, IASC released a draft taxonomy of XBRL for Financia
reported on the Internet more Statements to members of aglobal XBRL committee for review. XML isa
easly retrievable and usable. generd language in which Internet web sites are programmed. XBRL

appliesthe XML language to business reporting of financid information on
the Internet, enabling downloading of datainto usable formats such as
electronic spreadshects and databases. The |ASC taxonomy will
specificaly enabledectronic retrieva and use of financid information
prepared in accordance with International Accounting Standards. |ASB will
invite public comment prior to finalising the draft.

NEW TARGET DATES ON IASB PROJECTS

Present Value (Discounting). Under the new |ASB structure, Issues
Paperswill normally beissued by the Board, not by the steering committee
asinthe past. The steering committee's work on an issues paper on Present
Vdueisat an advanced sage. |ASB hdd itsinitia discussion of the project
at itsinaugural meeting 18-20 April, but additiond “educational sessons’
will be needed, most likely continuing into the summer. Therefore,
publication of apaper inthefirgt half of 2001 isno longer aredistic
expectation. Second haf of 2001 is more likely.
Issuance of the Draft Statement of

Principleson insurance contracts Insurance Contracts. Because of thetransition to the new IASB,
has been delayed until late 2001 or publication of a Dre_tft Statgment of Principles on Insurance Contracts_, isnow
early 2002 no longer expected in thefirst haf of 2001. Late 2001 or early 2002 isthe

' most likely timeframe at present.

Issuance of the | ASB issues paper
on present value has been delayed
until second half of 2001.

Deloitte Touche Tohmatsu 6 lli F-U.B April 2001



IASB has demongtrated its ahility
to provide timely guidance on
accounting for financial
indruments. The|AS39
Implementation Guidance
Committee has now approved over
200 Q&A.

Asthe senior technical taff
officer, theDirector of Technical
Activitieswill participatein the
debate of both the | ASB and the
SIC. TheDirector of Research
will oversee the drafting of papers
and gandards by the | ASB gtaff.
Therewill be approximately 15
project managersand other
technical staff.

The Corporation of London has
provided partial financial support
toward | ASB’ s occupancy
expenses.

PROGRESS ON IAS 39 GUIDANCE

When the |ASC Board voted to approve IAS 39 in December 1998, it
instructed staff to monitor implementation issues and to consider how IASC
can best respond to such issues. In March 2000, the IASC Board approved
an approach proposed by staff to publish implementation guidance on 1AS
39in theform of Questions and Answers and appointed an IAS 39

I mplementation Guidance Committee (IGC) to review and approve the draft
Q&A and to seek public comment before find publication. 1GC is chaired
by John T. Smith of Deloitte & Touche, USA.

Asof 15 January 2001, the IGC had issued 164 questions and answers
(Q&A) infind form. Theseare available without chargeinasngle,
comprehensive publication from |ASB’ swebsite: www.iash.org.uk, then
click on Standards, then on IAS 39. In addition, about 50 draft Q& A were
issued for public comment in December 2000 with acomment deadline of
19 February 2001. These too can be downloaded from IASB’ s website.
IGC gavefind approval nearly al of these draft Q& A &t its meeting on 24-
25 April 2001. Thesewill be available on IASB’ swebsite shortly.

IASB HAS BEGUN A STAFF SEARCH

IASB is seeking two key technical staff leadersaswell as project saff. The
leadership positions are Director of Technical Activities and Director of
Research.

The Director of Technicd Activitieswill be responsible for ensuring that the
technica gtaff isworking effectively. The Director will participate in the
debate, but not vote, at the meetings of the Board and the Standing

I nterpretations Committee.

Primary responsibilities of the Director of Technical Activitieswill include;

O ooordinating the work agenda with the Chairman of the Board and other
Board members,

assigning staff to projects and evauation of staff performance;

ensuring the timeliness and quaity of the work produced by the staff;
liasing with the technical directors of retional standards setters;
overseeing the hiring of professond saff; and

ensuring that the work being “ outsourced” to nationd standard settersis
consistent with the standards and expectations of the IASB.

| Ay

The Director of Research will serve as senior counsel to all staff on
technical projects being conducted and is expected to be involved with all
technicd activities and agendaprojects. Thisindividua will overseethe
drafting of papers and standards by the staff. The Director of Research will
report to the Technica Director and will assigt in staff assgnment and
evdudtion. The Director of Research will work closdly with the Board
Charmen.

IASC isaso seeking project managers and other technica project staff, to
expand to approximately 15 technicd saff.
IASB WILL RELOCATE TO NEW LONDON OFFICES

IASB Board members and technica staff will be relocating to 30 Cannon
Street, in the City (financia digtrict) of London, in early June. Some
adminigtrative operations are expected to remain a 166 Fleet Street.

Deloitte Touche Tohmatsu
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|ASB wantsto have more
involvement than theformer IASC
Board in developing draft
Interpretations before they are
issued. 1ASB isddiberatingits
future relationship with SIC.
Meanwhile, | ASB decided, at its
April meeting that SIC D26 and
SIC D28 will beincluded in the
improvements project. Thefuture
of SIC D27 isuncertain.

D26 had proposed that incidental
operating incomeduring
congruction of long-lived asset
must bereported in net profit or
loss, not asa reduction of the
ast’'scost. However, IASB has
concluded that this matter should
be addressed in the improvements
project. Afinal Interpretation will
not beissued.

RECENT INTERPRETATIONS

IASC' s Standing Interpretations Committee develops draft Interpretations
and exposes them for public comment. The IASC Board must approve fina
Interpretations.

EFFECTIVE DATES OF NEW IASC INTERPRETATIONS

New S| C Interpretation Effective Date
SC17 | Equity — Costs of an Equity Periods beginning on
Transaction* or after 30 January
2000
9C18 | Consstency — Alternative Methods* Periods beginning on
or after 1 July 2000
SC19 | Reporting Currency — Measurement Annud financid
and Presentation of Financia periods beginning on
StatementsUnder IAS21 and IAS or after 1 January
29** 2001
SC20 | Equity Accounting Method — Periods beginning on
Recognition of L osses* or after 1 July 2000
SC21 | Income Taxes— Recovery of Effective on 15 July
Revdued Non-Depreciable Assets* 2000
SC22 | Busness Combinations- Annua periodsending
Subsequent Adjustment of Fair on or after 15 July
Vaues and Goodwill Initidly 2000
Reported*
SC23 | Property, Plant and Equipment — Effective on 15 July
Major Inspection and Overhaul 2000
Costs*
SC24 | EaningsPer Share — Financid 1 December 2000
Instruments and Other Contracts that
May Be Settled in Shares**
SC25 | Income Taxes— Changesinthe Tax Effective on 15 duly
Status of an Enterprise or its 2000
Shareholders

*Summarised in IAS PLUS, October 2000. ** Summarised in IAS PLUS,
January 2001. Earlier issues of the IASPlus newdetter are available at
http://lwww.iasplus.com.

SIC 26, PROPERTY, PLANT AND EQUIPMENT — INCIDENTAL
OPERATIONS, WILL NOT BE ISSUED IN FINAL FORM

SIC D26 addressed income earned and expenses incurred from operations
that areincidenta to the construction or development of property, plant, or
equipment before the asset isfully operationa. In D26, SIC had reached a
consensus that the results of these incidenta operations should be
recognised in net profit or lossfor the period. They should not be
recognised as an adjustment of the cost of the related property, plant, or
equipment asset.

In February 2001, SIC confirmed the consensus without any substantive
changes, though SIC did dlarify that selling product produced from a plant
during its commissioning period is aso an example of an incidenta and
start-up operation. SIC approved afind Interpretation and submitted to the
IASB for gpproval. However, a its April 2001 meeting the Board did not
approve the proposed I nterpretation, concluding instead that the issue
should be addressed in the improvements project.

Deloitte Touche Tohmatsu
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OUTSTANDING DRAFT INTERPRETATIONS

If aproperty owner “leases’ the D27, TRANSACTIONS IN THE LEGAL FORM OF A LEASE AND
*property out to an investor for LEASEBACK: ISSUANCE OF A FINAL INTERPRETATION IS
financing or tax reasonsand UNCERTAIN

simultaneoudy leases the property
right back, so that theinvestor
doesnot, in substance, havethe
right to usethe asset for an agreed
period of time, thetransaction is
most likely not alease under 1AS
17.

Theissueiswhether atransaction that takes the lega form of alease of
assets from an enterprise and alease of the same assets back to the same
enterpriseisalesse under IAS 17. The draft Interpretation establishesthe
principle that the accounting should reflect the substance of the transaction.
All aspects of atransaction should be evaluated to determine its substance,
and whether a series of transactions are linked in such away that the effect
cannot be understood without reference to the series of transactionsasa
whole and should be accounted for as one transaction. The draft

I nterpretation identifies the following as examples of indications that the
transaction is not a lease:

O theleaselleaseback transactions are linked together such that, in
substance, during the sublease period the enterpiise retains control of
the underlying asset and enjoys substantially the same rightsto its use
as before the arrangement; or

Q thetransaction has been arranged predominantly for a particular
purpose other than leasing (for instance, solely to generatetax benefits
that can be shared or increase off -balance sheet borrowings).

Most of these transactionsinvolve afee, and the draft I nterpretation
proposes guidance on whether to recognise fee income when execution of
the “leass” agreement isfinalised or to defer dl or aportion of it to future
periods. Thereis also guidance on determining whether separate investment
account and sublease payment obligations should be recognised. Comment
deadline was 20 December 2000.

A sizeable number of the comment | etters on D27 criticised the proposal
because it addressed a narrow fact pattern rather than clarifying a broader
issue of principle. |ASB discussed the matter at its April meeting but did
not reach a conclusion asto whether SIC should proceed toward finalising
this Interpretation. Itison SIC's May 2001 agenda for further discussion.

Like D26, thisissuewill become D28, BUSINESS COMBINATIONS — MEASUREMENT OF SHARES

part of the improvements project ISSUED, WAS APPROVED BY SIC BUT WILL NOT BE ISSUED
rather than a separate ) . .
Interpretation. IAS 22 requires an acquisition to be accounted for at its cost et the dete of

exchange. Theissuesbeforethe SIC in thisproject are, in asingle tep
acquisition, (a) when does the date of exchange occur and (b) whether itis
appropriate to move from a quoted market price, when one exigts, in
determining the fair value of shares issued.

At its meeting in February 2001, the SIC reached a consensus that the
published price of ashare quoted in an active market is the best evidence of
the share sfair value. SIC dso agreed thet if thereis an undue price
fluctuation in an active market, then the published price should not be
adjugted unless amore rdiable estimate of the fair value can be made. The
SIC approved a Draft Interpretation, which was tentatively numbered D28.

Before D28 was published, however, IASB discussed the matter at its April
mesting. At that meeting, the |ASB Board expressed aview that D28
should not beissued. Instead, IASB would prefer that the issue be
addressed as part of the improvements project.
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SIC MEETINGS AND AGENDA PROJECTS

SIC continuesto function under SICwill meet next on 9-11 May, followed by meetings on 6-7 August and
thenew | ASB sructure essentially 12-13 November. Currently on SIC'sagendafor discussion (SIC added the
asit had under the old |ASC last four to its agendain February):

structure. Thenew, full-ime O SIC D27 Transactionsin the Legal Form of a Leaseand

I ASB expectsto take a more active Leaseback. See story on previous page.

rolein theinterpretation process O Transactions Among Enterprises Under Common Control. IAS 22
than didts predecessor. excludes from its scope “transactions among enterprises under common

control”. SIC isdeveloping guidance to identify which transactions
quaify as commontcontrol transactions, but the guidance will not
addressthe accounting for such transactions. In transactions among
enterprises under common control, old carrying amounts generaly
continue. But for non-common-control transactions, measurement
(carrying amount or current fair vaue) becomes an issue.

Q Reporting Currency —Trandation from Measurement Currency to
Presentation Currency. How to trandatefinancia satementsfroma
measurement currency to a different currency for presentation purposes
(sometimes cdled a*“ convenience trandaion”).

Q Advertisng Barter Transactions. What are the circumstancesin
which fair value may be reliably measured in an advertising barter
transaction, particularly in an e commerce environment.

O IntangibleAssets- Webdte Costs. Application of IAS 38, Intangible
Assets, inthe context of costs incurred to develop and maintain a
website, both by an enterprise whose website forms the basis of its
business activities and an enterprise whose website supplementsits
exigting business.

O ServiceConcessions. Disdlosure of arrangements by which a private
sector enterprise agrees to provide services of the type normally
congdered public (government) services.

O Consolidation and Equity Method - Potential Voting Rights. Under
IAS 27, asubsdiary is defined in terms of control by aninvestor.

Under IAS 28, an equity method associate is defined in terms of
significant influence by an investor. This project addresses whether the
existence of potential voting rights, such as share options, should be
consgdered in determining whether control or significant influence

exigs.

O Financial Instruments- I ssuancewith a Put Option, Exercisable at
theInstrument'sFair Value. If the holder of afinancia instrument
has the right to put it back to the issuer for cash equal to the fair value
of the instrument at the date when the put is exercised, should the issuer
classify that instrument as aliability or equity? Mutua funds (unit
trusts) are an example of such an instrument.

O Earnings Per Share- Preference Dividends. When calculaing basc
earnings per share, IAS 33 requires that preference dividends be
deducted from the net profit or lossfor the period. SIC will consider,
when an enterprise acquires or redeemsiits own preferred shares,
whether any difference between the fair vaue of theconsderation
given and the carrying amount of those shares represents a preference
dividend.

Potential SIC agendaitemsinclude the following:

O Indefeasible Right of Use of Assets. Accounting and disclosure for
arrangements by which an enterprise contiects for either exclusve or
joint use of infrastructure assets generdly of an infrastructure or utility
nature such astelecom cabling or an ail or gas pipeline.

O Classification of Preference Shares. Need for possible guidancein
applying IAS 32 to decide on liability vs. equity classification.

O SC-12Consolidation - Special Purpose Entities (SPEs). SIC will
review some of the implementation difficulties being experienced and
consider whether further clarification may be required.
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The comment deadineon IASC's
Extractive | ndudtries | ssues Paper
is30 June 2001. ThisDeloitte
Touche Tohmatsu publication
focuseson issuesrdevant to the
mining industry.

Previoudy, individual country
pages could be viewed on the
Internet. Now, thisimportant
study can be downloaded in its

entirety.

ACCOUNTING IN THE MINING INDUSTRY

Déloitte Touche Tohmatsu has published a 45-page booklet summarising
and analysing theissuesin IASC's Extractive Industries | ssues Paper from
the perspective of mining enterprises. IASC has asked for commentsonits
412-page issues paper by 30 June. We prepared this booklet to help mining
clients and other interested parties more easily identify the issuesthat could
have the greatest impact on their financial