
 
 
 
31 October 2001 
 

Sir David Tweedie, Chairman 
International Accounting Standards Board 
30 Cannon Street 
London EC4M 6XH 
UNITED KINGDOM 
 

Dear Sir David, 

 
Draft interpretations SIC – D28 – D32 
 
Deloitte Touche Tohmatsu and its Member Firms are pleased to comment on the above Draft 
Interpretations issued by the SIC.  
 
We apologize for the late submission of this letter. 
 
We attach as an appendix to this letter our responses to each interpretation. 
 
If you have any questions concerning our comments, please contact Mr. Stig Enevoldsen, chairman of 
our Firm’s IAS Policy Committee, at +45 33 76 36 91. 
 
Yours faithfully 
DELOITTE TOUCHE TOHMATSU 
 
 
 
Stig Enevoldsen 
Partner 
 
Encl. 
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APPENDIX I 
 

DELOITTE TOUCHE TOHMATSU COMMENTS 
on 

DRAFT INTERPRETATIONS SIC – D28 – D32 
 

SIC D28 – Business Combinations – Measurement of Shares issued as Purchase 
Consideration 
 
We would recommend that paragraphs 4 and 7 be expanded to refer to the situation where 
there is a one step acquisition that includes contingent consideration.  We are of the opinion that 
there should be no difference between the date of acquisition and date of exchange in these 
cases. 
 
The reference to control in paragraph 4 should be cross referenced to IAS 27.6 to clarify its 
meaning. 
 
The conclusion in paragraph 5 only makes reference to undue price fluctuations as being a 
basis for an unreliable value.  The Basis for Conclusions refers to “ or the narrowness of the 
market”.  The conclusion needs to be expanded to deal with this situation.  It should refer to 
IAS 39.100, which further explores the issue of an unreliable market price and makes 
reference to both inactive markets and small trading volumes in relation to the relative 
number of trading units involved in a transaction.  In practice, the valuation of large 
transactions at a market price reflecting marginal trading will be a real issue. 
 
In addition we recommend that additional guidance be provided in respect of paragraph 5.  
Firstly we believe it would be useful to identify some situations where undue price 
fluctuations may have occurred.  These examples could include insider trading, price 
manipulation as a result of hostile takeover and unsubstantiated rumours.  Secondly we 
believe that further guidance on the meaning of reasonable period would be useful.  This 
guidance should not be time specific but should refer to the period when the situation giving 
rise to the undue fluctuation did not exist. 
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SIC D29 - Disclosure - Service Concession Contracts 
 
We believe that the scope of this draft SIC should be expanded to include all long term 
executory contracts that have an impact on an entity's cash flows and should not be limited to 
service concession agreements.  
 
In terms of the consensus / disclosure in paragraph 6, we believe that there should be 
disclosure of the manner in which cash flows are determined for the long term executory 
contracts. We believe that this will enhance the users understanding of the financial 
statements. 
 
We believe that reference should be made in the Basis for Conclusions in the interpretation to 
paragraph 15 of the Framework for Preparation and Presentation of Financial Statements 
which states "The economic decisions that are taken by users of financial statements require 
an evaluation of the ability of an enterprise to generate cash and cash equivalents and of the 
timing and certainty of their generation.  This ability ultimately determines, for example, the 
capacity of an enterprise to pay its employees and suppliers, meet interest payments, repay 
loans and make distributions to its owners.  Users are better able to evaluate this ability to 
generate cash and cash equivalents if they are provided with information that focuses on the 
financial position, performance and changes in financial position of an enterprise." 
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SIC D30 – Reporting Currency – Translation from Measurement Currency to  
Presentation Currency 
 
We agree with the general requirement of this interpretation that when financial statements 
are presented in a currency other than the measurement currency a method similar to that 
described in IAS 21.30 should be applied.  However we disagree strongly with the 
interpretation that, in the case of an enterprise whose measurement currency is a 
hyperinflationary currency, the comparative amounts should also be restated using the closing 
exchange rate of the most recent period presented (unless the presentation currency is also 
hyperinflationary, in which case the interpretation is appropriate). 
 
It is submitted that SIC D30.9 incorrectly interprets IAS 29.8.  IAS 29.8 should correctly be 
applied only to “an enterprise that reports in the currency of a hyperinflationary economy”, 
that is, once an enterprise presents its financial statements in the currency of an economy that 
is not hyperinflationary, that enterprise is no longer required to restate comparative periods. 
 
This conclusion is supported by both a theoretical and a practical analysis of the implications 
of the draft interpretations as it currently stands. 
 
Theoretically, in terms of the interest rate parity theory, the movement in the exchange rate 
between two countries reflects the relative inflation rate between those two countries during 
the period (which in turn is reflected in the relative interest rate between those two countries).  
If the current period financial statements of an enterprise that uses the currency of a 
hyperinflationary economy as its measurement currency are adjusted in terms of IAS 29, then 
the movement in the current period exchange rate of that currency with any other currency 
has effectively been recognised in earnings.  A further requirement that the prior period 
financial statements of that entity be restated for the effects of changes in exchange rates 
effectively requires that the inflation rate during the current period of the economy which is 
not hyperinflationary (that is of the presentation currency) be recognised in the prior year 
earnings of the entity which uses the currency of the hyperinflationary economy as its 
measurement currency.  This is illustrated in Appendix 2.  This runs contrary to the rest of the 
body of IAS, which effectively does not require the recognition of inflation in earnings for 
economies that are not hyperinflationary.  
 
Practically, the requirements of SIC D30 will require all multinational holding companies to 
annually restate their comparative figures.  This procedure will be onerous and burdensome 
and will not significantly enhance the comparative value of the financial statements, which 
were already stated in the currency of non-hyperinflationary economy. 
 
Paragraph 1 refers to SIC-19 in which the difference between a measurement and 
presentation currency is defined.  However, paragraph 7 states that additional information not 
required by International Accounting Standards may be presented in a currency other than the 
presentation currency as a convenience to users.  We recommend that additional guidance be 
provided to explain the difference between a presentation currency and a currency used for 
convenience translation and to give guidance under which circumstances a convenience 
translation would be appropriate. 
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SIC – D31 Revenue – Barter Transactions Involving Advertising Services 
 
Additional guidance on similar and dissimilar services as referred to in paragraph 3 and 
paragraph 6 (a) should be provided. 
 

Possible guidance could be included in an appendix and can be taken from  
EITF 99-17 Accounting for Advertising Barter Transactions: 

 
“same media, same advertising vehicle (for example, same publication, same web 
site, or same broadcast channel) as the advertising in the barter transaction.  In 
addition, the characteristics of the advertising surrendered for cash must be reasonably 
similar to that being surrendered in the barter transaction with respect to: 
 
a. Circulation, exposure, or saturation within an intended market 
b. Timing (time of day, day of week, daily, weekly, 24 hours a day/7 days a 

week, and season of the year) 
c. Prominence (page on web site, section of periodical, location on page, and size 

of advertisement) 
d. Demographics of readers, viewers, or customers 
e. Duration (length of time advertising will be displayed).” 

 
If the guidance was taken from EITF 99-17 it would have the added benefit of further 

harmonising practice between the US and IAS interpretations. 
 

Paragraph 5 says that where the fair value of the advertising services of both enterprises is not 
reliably measurable, the seller should recognise revenue only to the extent of the carrying 
amount of assets given up.  IAS 18.26 and IAS 18.27 make specific reference to recognising 
revenue only to the extent that costs incurred are expected to be recoverable.  A statement 
should be made that where the recoverability of the costs incurred is not probable no revenue 
should be recognised.  
 
The Basis for Conclusions needs to be expanded to explain why paragraph 6 (b), (c), and (d) 
are relevant. 
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SIC D32 – Intangible Assets –  Web Site Costs 
 
In general we support the issuance of the draft interpretation but believe it would be enhanced 
if the reference to IAS 36 in paragraph 8(b)(i) were expanded to specifically refer to the 
concept of the cash-generating unit.  This would assist in the interpretation of situations 
where the future economic benefits only arise by means of future revenue being generated 
from the business as a whole. 
 
In addition we believe it would be useful if the Basis For Conclusions was expanded to explain that 
capitalisation of web site costs developed primarily for promotional or advertising services is in 
substance identical to the creation of a physical asset such as an advertising signage board or 
brochure. In these cases provided the mechanism by which the promotional or advertising material is 
presented can be used for multiple promotions it should be distinguished from the promotional or 
advertising material itself and is capable of being capitalised. 
  

se-lgr 
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APPENDIX II 
 

DELOITTE TOUCHE TOHMATSU COMMENTS 
on 

DRAFT INTERPRETATIONS SIC – D30 
 

 
Assumptions   Y0 Y1         
               

General price index Zimbabwe 100 160         
General price index US 100 106,67         

Exchange rate ZIM/USD   20 30 In terms of interest rate parity      
            

 YEAR X0            

  Subsidiary 
Subsidiar
y Parent Consolidated      

  Z$ USD USD USD       
            
Equity  100 5 100 100      
Net income                
  100 5 100 100      
            
            
Cash  50 2,5 2,5      
Investment in Sub - Zimbabwe    5 0      
Non-monetary assets  50 2,5 95 97,5      
  100 5 100 100      
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APPENDIX II 
DELOITTE TOUCHE TOHMATSU COMMENTS 

on 
DRAFT INTERPRETATIONS SIC – D30 

 
In the following year, there has been no change to the company.          

Assume SIC D30 is applied  

 

            

       COMPARATIVES     

 YEAR X1      X0      

 Subsidiary Subsidiary Subsidiary Parent Consolidated Subsidiary Subsidiary Subsidiary Parent Consolidated 

 Historical ZIM$ Z$ USD USD USD  Historical ZIM$ Z$ USD USD USD  

Equity      100,00       160,00           5,33 100        100,33       100,00      160,00         5,33  100     100,00   

Exchange differences (equity)                  0,33   

Net income             

Loss on net monetary assets         -30,00          -1,00             -1,00             

      100,00       130,00           4,33     100,00          99,33       100,00      160,00         5,33      100,00     100,33   

             

Cash        50,00         50,00           1,67             1,67       50,00       80,00         2,67          2,67   

Investment in Sub - Zimbabwe           5,00             5,00   

Non-monetary assets        50,00         80,00           2,67      95,00          97,67        50,00       80,00         2,67       95,00      97,67   

      100,00       130,00           4,33     100,00          99,33       100,00      160,00         5,33      100,00     100,33   

             

In summary CONSOLIDATED BALANCE  SHEET         

             

 X1 X0           

Equity      100,00       100,00            

Exchange differences (equity)          0,33           0,33            

Net income             -                -              

Loss on net monetary assets         -1,00              

        99,33       100,33            

             

Cash          1,67           2,67            

Non-monetary        97,67         97,67            

        99,33       100,33            

Restated 
for Hyper  
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APPENDIX II 
DELOITTE TOUCHE TOHMATSU COMMENTS 

On 
DRAFT INTERPRETATIONS SIC – D30 

 
      
In the following year, there has been no change to the company.   

Assume prior period is not restated 
 
     

 YEAR X1     
 Subsidiary Subsidiary Subsidiary Parent 

 
Historical 
ZIM$ Z$ USD USD USD 

Equity      100,00       160,00           5,00  100       100,00  
Exchange differences 
(equity)            0,33              0,33  
Net income      
Loss on net monetary assets         -30,00          -1,00              -1,00  
      100,00       130,00           4,33      100,00           99,33  
      
Cash        50,00         50,00           1,67              1,67  
Investment in Sub - 
Zimbabwe           5,00   
Non-monetary assets        50,00         80,00           2,67       95,00           97,67  
      100,00       130,00           4,33      100,00           99,33  
      
In summary CONSOLIDATED BALANCE SHEET  
      
 X1 X0 
   
Equity      100,00       100,00  
FCTR          0,33   
Net income             -                -    
Loss on net monetary assets         -1,00    
        99,33       100,00     
      
      
Cash          1,67           2,50     
Non-monetary assets        97,67         97,50     
        99,33       100,00     
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Restated 
for Hyper  

The 0,33 exchange difference represents the movement in the value of the USD5 investment as a result of 
US inflation of 6,67% in the current period.  It is a movement that would occur on the translation and 
consolidation of any subsidiary by the parent and has nothing to do with the hyperinflationary economy.  It 
should therefor be reognised in equity in the current period, as it would be for any other subsidiary. 


