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Dear Mr. Upton,

Draft IFRIC Interpretation DI/2012/2 Put Options Written on Non-controlling Interests

Deloitte Touche Tohmatsu Limited is pleased to cemihon the IFRS Interpretations
Committee’s (the Committee’s) Draft Interpretatldi2012/2Put Options Written on Non-
contralling Interests (referred to as the ‘draft Interpretation’).

Whilst we agree that the draft Interpretation pdesgi an appropriate analysis of the IFRS
literature, we believe the Board should considendrd-setting activity in this area to ensure that
financial statements present relevant informatiooud such transactions. Specifically, we believe
that the Board should reconsider its decision jectéghe Committee’s recommendation to remove
NCI puts from the scope of IAS Fznancial Instruments: Presentation and to account for them

as derivatives in accordance with IAS B@&ancial Instruments: Recognition and Measurement or
IFRS 9Financial Instruments.

More generally, and as we indicated in our resptmsiee |ASB’sAgenda Consultation 2011, the
distinction between debt and equity instrumentggbly complex in many instances and raises
various accounting issues that should be dealtagth matter of priority to address some
fundamental issues in IAS 32. We also believe ¢basideration should be given to extending
any decision to treat NCI puts as derivatives ts jpu forwards to purchase an entity’s own
equity instruments.

If the Committee decides to finalise this Interptiin, we recommend that it extend its scope to
deal with other related transactions with non-aalhitrg interests (NCI) such as forward purchase
contracts. It would be inappropriate for only &set of similar transactions to be addressed by

the Interpretation if there is diversity in accauagttreatment for other contracts over NCI.

Our detailed responses to the invitation to commeestions are included in the Appendix to this
letter.

Deloitte Touche Tohmatsu Limited (DTTL’) is a UK private company limited by guarantee, whose member firms are
legally separate and independent entities. Please see www.deloitte.co.uk/about for a detailed description of the legal
structure of DTTL and its member firms



If you have any questions concerning our commgmésise contact Veronica Poole in London at
+44 (0) 207 007 0884.

Yours sincerely,

Veronica Poole
Global IFRS Leader — Technical

cc Hans Hoogervorst, Chairman - IASB



Appendix: | nvitation to Comment

Question 1 — Scope

The draft Interpretation would apply, in the parent’s consolidatidiancial statements, to put
options that oblige the parent to purchase shares of its subsydibat are held by a non-
controlling-interest shareholder for cash or another financial st (NCI puts). However, the
draft Interpretation would not apply to NCI puts that were accaad for as contingent
consideration in accordance with IFRS 3 Business Combinati¢d804) because IFRS 3 (2008)
provides the relevant measurement requirements for thosdreots.

Do you agree with the proposed scope? If not, what do you proposevayd

We do not agree with the proposal to limit the scop@efnterpretation to put options written on
NCI. We believe that the Interpretation should also ctwetreatment of forward purchase
contracts written on NCI. Restricting the scope of tiierpretation puts pressure on the
distinction between an option and a forward and leages the possibility that similar
transactions could be accounted for differently.

In addition, we do not believe that the scope of the Int&apon should be restricted to obligations
of the parent to purchase shares of its subsidiary as suetiract written by another entity within
the group should be treated in the same way.

We agree with the exclusion of NCI puts accounted faoasingent consideration under IFRS
3(2004) from the scope of the draft Interpretation as anygehin the treatment of these
instruments would require a reassessment of the ticaradiprovisions of IFRS 3(2008).

Question 2 — Consensus

The consensus in the draft Interpretation (paragraph 7 and 8) provideglance on the
accounting for the subsequent measurement of the finandability that is recognised for an
NCI put. Changes in the measurement of that financial lifityi would be required to be
recognised in profit or loss in accordance with IAS 39 Financlaktruments: Recognition and
Measurement and IFRS 9 Financial Instruments.

We agree that recognition of changes in measurement ohéreial liability for an NCI put in

profit or loss is an appropriate interpretation of theentrrequirements of IAS 32, IAS 39 and

IFRS 9. However, we believe that the issue demandsfuattention by the Board to ensure that
relevant information is reported in the financial sta¢nts about such transactions. For this reason,
we encourage the Board to reconsider its decision not ¢e@dovith the limited amendment to

the scope of IAS 32 proposed by the Committee in Septe2@idras we believe that accounting
for such contracts as derivatives in accordance Wigh39Financial Instruments: Recognition

and Measurement or IFRS 9Financial Instruments would provide the most relevant information.

Question 3 — Transition

Entities would be required to apply the draft Interpretationtmespectively in accordance with
IAS 8 Accounting Policies, Changes in Accounting Estimatesidgrrors.

Do you agree with the proposed transitional requirements? df,rwhat do you propose and
why?

We agree with the proposed transitional requiremeritseiniraft Interpretation.



