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ED 4, DISPOSAL OF NON-CURRENT ASSETS AND REPORTING OF DISCONTINUED OPERATIONS

On 24 July 2003, the | ASB published for comment ED 4, Disposal of Non-current Assets and Reporting of
Discontinued Operations. Thisisthefirst IASB exposure draft to beissued as part of the shortterm IFRS-US
GAAP convergence project that is being undertaken jointly by the IASB and the FASB.

Background

The proposalsin ED 4 would achieve substantial convergence of IFRS with the requirements of US SFAS 144,
Accounting for the Impairment or Disposal of Long-Lived Assets, with respect to:

Q classifying, measuring, and presenting assets held for sale, and
O classifying and presenting discontinued operations.

In addition to the foregoing, SFAS 144 also addresses impairment of long-lived assets that are not being disposed of.
The impairment recognition and measurement standards in SFAS 144 are significantly different from thosein IAS 36,
Impairment of Assets, but those differences are not being addressed in the short-term convergence project.

Key features of ED 4: Non-current assets held for sale

Q ED 4includescriteriafor classifying non-current assets as held for sale that are identical to thosein SFAS 144.
This classification has not been included in IFRS up to now.

O Non-current assets classified as held for sale should be measured at the lower of carrying amount and fair value
less coststo sell.

O Non-current assets classified as held for sale should not be depreciated.

O Assetsand liabilitiesthat are to be disposed of together in a single transaction should be treated as a disposal
group. The measurement basis proposed for non-current assets classified as held for sale would be applied to the
group as awhole, and any resulting impairment loss would reduce the carrying amount of the non-current assets
in the disposal group.

O Non-current assets classified as held for sale, and assets and liabilitiesin adisposal group classified as held for
sale, should be presented separately in the balance sheet. The assetsand liabilities of adisposal group classified
as held for sale should not be offset and presented as a single amount.

Key features of ED 4: Discontinued operations
Q A discontinued operation is acomponent of an entity:

1. that either has been disposed of or isclassified as held for sae,

2. whose operations and cash flows have been, or will be, eliminated from the ongoing operations of the entity
asaresult of the disposal transaction, and

3. inwhichthe entity will have no significant continuing involvement after the disposal transaction.

O A component of an entity may be a business, geographical, or reportable segment (IAS 14), a cash-generating unit
(IAS 36), or asubsidiary (I1AS 27).

O Therevenue, expenses, and pre-tax profit or loss of a discontinued operations and the tax expense relating thereto
should be presented separately on the face of the income statement.

Q The net cash flows attributable to the operating, investing, and financing activities of a discontinued operation
should be presented separately, either onthe face of the cash flow statement or in the notes.

This newsletter has been written in general terms and is intended for general reference only. The application of its contentsto
specific situations will depend on the particular circumstances involved. Accordingly, we recommend that readers seek
appropriate professional advice regarding any particular problems they encounter. This newsletter should not be relied on asa
substitute for such advice. Deloitte Touche Tohmatsu will be pleased to advise on any such problems. While al reasonable
care has been taken in the preparation of this newsletter, no responsibility is accepted by Deloitte Touche Tohmatsu for any
errorsit might contain, or for any loss, howsoever caused, that happens to any person by their reliance on it.
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