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IASB’S INITIAL TECHNICAL AGENDA

At itsmeeting in July 2001, the Internationa Accounting Standards Board approved itsinitid agendaof nine
technical projects as set out in the table below. In addition, the Board identified 16 further “ partnership” projectson
which national standard-setters will be taking the lead with IASB in a participatory or monitoring role.

Prior to adopting the agenda, the Board had consulted with nationd standard-setters a ameeting in May and with its
Standards Advisory Council a ameeting in July. Agenda suggestions had dso been received from the former IASC
Board, national regulators, and other interested parties.

IASB INITIAL TECHNICAL AGENDA — APPROVED JULY 2001

Ninelnitial Agenda Projects

Partnership Projects

Q

]
a
a

]

Q

]

Projectsintendedto promote leader ship and
conver gence:

Accounting for Insurance Contracts
Business Combinations

Performance Reporting

Accounting for Share-based Payments

Projectsintended to providefor easier application of
International Financial Reporting Standards:

Guidance on Firg-Time Application of
Internationa Financial Reporting Standards

Activities of Financia Indtitutions: Disclosure and
Presentation

Projectsintended to improve existing | nter national
Financial Reporting Standards:

Preface to Internationa Financid Reporting
Standards

Improvementsto Exigting Internationa Financia
Reporting Standards

Amendmentsto IAS 39, Financid Instruments:
Recognition and Messurement

Other issues being worked on by partner national
standar d-setters. 1ASB will beworking with, or
monitoring the efforts of, its partners on these
projects

Q  Accounting Measurement
Q Accounting by the Extractive Industries

Q  Accounting for Financia Instruments,
Comprehensive Project

Accountingfor Leases
Accounting by Small and Medium-Sized Entities
and in Emerging Economies

Q Accounting for Taxes on Income (Convergence
Topics)
Business Combinations — Phase Two
Consolidation Policy

Definition of the Elements of Financid
Statements

Q  Derecognition Issues Other Than Those
Addressed in IAS 39

Employee Benefits (Convergence Topics)
Impairment of Assets

Intangible Assets

Liahilities and Revenue Recognition
Management’s Discussion and Analysis

0 00O 0D 0 O

Revauations of Certain Assets
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Astheuseof IAS grows
worldwide, guidanceon first-time
application of | AS becomes
increasingly important. Thereisa
consensuswithin thel ASB that
SIC 8 needsrevision.

I ASB decided not to put a project
on comprehensve measurement
concepts on itsinitial agenda.

A project on whether expense
should be recognised for stock
optionsand other share-based
compensation isone of IASB’s
nineinitial agenda projects. This
issue was discussed further at
IASB’ s September 2001 mesting.

A battle may belooming on this
project. 1n a21 September 2001
pressrelease, Financial
Executives | nternational
(Www.fei.org) said: “Requiring
expense recognition for employee
stock options could well
undermine any chancethat we will
see harmonization of accounting
standards. Further, the priority
given to thishitter issue, and the
manner in which the |ASB press
releasetreated expense
recognition asaforegone
conclusion, has disturbing
implications about the fairness of
the | ASB deliberation process
going forward.”

Based on discussions at the July
and September | ASB mestings,
thereis strong sentiment within
the Board to aboalish pooling and
move to a non-amortisation plus
impairment mode for goodwill.

IASB DISCUSSION AND DECISIONS IN JULY
Firsttime Application of IAS

The Board added this project to its technica agenda, after having consulted
with the Standards Advisory Council. The project includesareview of SIC
8. IASB daff highlighted the key issues and a proposed approach for the
project (see separate story on page 19).

M easur ement

The Board debated the relationship between fair value and the three
components of deprival value: replacement costs, value in use, and net
redlisable vdue. Members debated various measurement criteriaand
concluded that the papers presented should be amended and resubmitted to
the Board to reflect the differing views presented. No conclusions were
reached.

Share-based Payments

A presentation by the |ASB project manager identified the two fundamental
issuesin the project:

Q  Should atransaction paid for in shares be accounted for the same way
asatransaction paid for in cash?
O If so, how should it be measured?

A key argument for recognition isthat such atransaction isapurchase
transaction like any other where resources are acquired and consderation is
given in exchange for the resources.

Arguments against recognition include: The company is not party to the
transaction (it is atransaction with owners); no added services are received
(employees paid asalary aready); no cost and therefore no charge; EPS
would be hit twice; and that there are adverse effects to such acharge
(reduction in share schemes). The lASB discussed each of these, and
rejected the argumentsin each.

Sharebased payments can be measured at historic cogt, intringc value,
minimum vaue, or fair vdue. Each wasdiscussed. Practica problems
encountered with measurement include unlisted companies. Measurement
date can either be grant date, service date, vesting date, or exercise date.
The merits of each were discussed, with no conclusion reached asto which
ispreferred by Board members.

IASB will analyse the responses received by the national standard setters
who exposed the G4+1 Paper.

The Board concluded that it should addressthis project. A paper will be
presented and discussed with the SAC at the October SAC meting.
Business Combinations

IASB identified four aspects of a project on business combinations:

Scope and plan for the project.

Definitions that determine the scope of IAS 22.

The methods of accounting for business combinations.
Acquired intangible assets.

0OO0O0OD

continued...
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A sub-committee of four IASB
members has been working to
identify areasin which
alternatives presently permitted
under 1AS should be eiminated.
Several of these, such as
eimination of LIFOand
capitaisation of borrowing costs,
could result in fundamental
changes of accounting principle
for many companies.

Thetally: Nine IASB initial
agenda projects plus working with
national standard-sdtterson 16
others

IASB DISCUSSION AND DECISIONS IN JULY, continued

Issues related to the scope of the project

Q Themethod or methods of accounting for business combinations.

Q Définitions of such terms as business combination, joint ventures, and

transactions among entities under common contral.

Acquired intargible assets other than goodwill.

Goodwill amortisation and impairment testing.

Negative goodwill — definition, recognition, and amortisation.

Acquisition provisons.

In-process research and development— isit arecognissble intangible

asset and, if not, should it be charged to expense at acquisition or

incdluded in goodwill.

Q Improvements— should the business combinations issues under
congderation in the Improvements Project be addressed in this project?

O Disclosuresand trangtion.

[ iy miy iy}

Definitions

The reason that definitions of the terms business combinations, joint
ventures, and transactions among entities under common control are
important is that the definitions determine whether particular transactions do
or do not come under the scope of IAS 22.

M ethods of accounting for business combinations under consideration

Q  Purchase method.

Q  Pooling of interests method.
Q  Fresh sat method.
Acquired intangible assets

This aspect of the project would focus on intangible assets other than
goodwill acquired in abusiness acquisition.

I mprovements Project

Q First-TimeApplication of IASwill be carved out as a separate agenda
project (see description above and discussion on page 19).
O Limitedrevisonsto IAS 39 will be a separate agenda project.
However, the Improvements Project will include IAS 32 and IAS 21.
O Himination of thefollowing dternaiveswill be consdered:
—1AS2 choice of FIFO and LIFO.
—AS 8 choice of benchmark vs. alowed dternativesfor changesin
accounting policies and fundamenta errors.
—IAS 17 option to expense or dlocate initia direct cost on operating
leases of the lessor.
—1AS 21 option to expense or capitaise exchangelossesin certain
severe devaluation situations (SIC 11 dsoisrdevant).
—1AS 21 option to trandate goodwill at closing rate or higtoricd rate.
—AS 23 option to expense or capitalise borrowing costs.
—IAS 27 and IAS 28 choices of codt, equity method, or available-for-
sale under IAS 39 for investmentsin subsidiaries and associatesin the
parent's/investor's separate financid statements.
—AS 31 option to account for joint ventures using proportionate
consolidation or the equity method.

Initial Technical Agenda

After having heard the views of the Standards Advisory Council, IASB
agreed on an initid technica agenda as st out in the table on page 2 of this
newdetter.
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IASB isinviting additional
comments on the G4+1 discusson
paper. The G4+1 paper had
proposect:

— expense recognition of stock
optionsand other SBPs,

— measurement dateis vesting
dete;

—measureat fair value of the
shares or options issued,;

—if sharesor optionsare granted
before vesting date, begin
measuring at grant date, then
“trueup’.

IAS 19 does not require
recognition or measurement of
equity compensation benefits, but
it does require some disclosure
(not including fair value).

The Steering Committeeis
finalisng a Draft Statement of
Principles to submit to the Board.
Deloitte Touche Tohmatsu and
otherswill sponsor a two-day
Forumon The Insurance
Industry and | AS: Challenges
and Opportunities, in Paris9-10
October. Info: www.iasforum.org

IASB DISCUSSION AND DECISIONS IN SEPTEMBER
Share-based Payments (SBPs)

The Board had decided at its July meeting that it would not issue a
discussion paper on SBP but, ret her, an exposure draft. That was because
IASC had dready published the G4+1 Paper on SBPs. The Board debated
whether a decision to bypass norma due process was agood idea and
decided the following:

Q IASB will reissuethe G4+1 SBP discussion paper. [Thiswasdone 20
September, with acomment deadline of 15 December 2001.]

O Thepaper will explain why thisison the |ASB agenda, thet IASB is
using the G4+1 paper as an |ASB issues paper, that previous comment
letters need not be re-submitted, and that |ASB is seeking comments
specifically on measurement issuesrelating to SBPs.

O Comment deadline: 15 December 2001.

Q TheBoard will continue to discuss the issues surrounding SBPs in the
interim.

IASB daff presented a paper on SBPsto the Board:

Q After discussing arguments for and againgt recognition of SBPsasan
expense, the paper recommends that the payments are expenses that
should be deducted in measuring net profit or loss.

O TheBoard tentatively agreed with this proposal, subject to comments
received on thediscussion paper.

O Four measurement bases were discussed:

—Higtorical cost.
—Intrinsic value.
—Minimum vaue.
—Fairvaue.

Q Fair vaue appeared to receive the most support.

Q The paper will be redrafted to address concerns and comments by IASB
members, including trestment for unlisted companies and the use of
option pricing models.

Insurance

Q 1ASB briefly addressed, and accepted, the Steering Committee proposd
to carry out field visits with insurance companiesin 2001 to discuss
practical issues on the basis of the current proposals in the Draft
Statement of Principles, particularly the measurement of insurance
contracts at entity-specific or fair vaue.

Q Theamisto cover companiesin as many as possible of the liaison
countries plus, most likely, severd additiond countries.

O The Steering Committee has also proposed that IASB dso should carry
out amore comprehensivefield test of the proposalsin 2002.

First TimeApplication

DTT partner Laurence Rivat made a presentation to the Board on thisissue.
Sae separate story on page 19.

continued...
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IASB ismoving in the same
direction astherecent sandards
adopted in Canada and the United
States. Audralia and New
Zealand had already abolished
pooling. It remainsa practicein
the UK and France.

IASB DISCUSSION AND DECISIONS IN SEPTEMBER, continued
Business Combinations
Presentation by IASB Member Tatsumi Y amada

At its July meeting, the Board tentetively agreed that al business
combinations should be accounted for as acquisitions usingpurchase
accounting. Tatsumi Y amada (Japanese Liaison Member) felt that in Japan
there were examples of transactions where it was not possible to identify an
acquirer. Heidentified five examples. In each of the cases, the pooling
method was used.

T he Board concluded that the five cases did not have any characteristics
unigue to Japan and that Smilar cases had been examined in reaching the
conclusionsimplemented in the US and Canada. The Board indicated that
the position unique in Japan is a culturd one, whereit is not acceptable to
portray an acquiree and an acquirer. The Board will address this by
providing specific guidance for identifying an acquirer.

Definitions and Scope

Q Thedefinition of business combination from the previous meeting was
dscussed. It wasfet necessary to tighten up exclusions, since those
combinations scoped in would al be required to use purchase
accounting. On that badis, it was felt appropriate to remove the word
‘acquisitions’ asit may result in misinterpretation. It was dso felt that
‘reporting entity’ must be defined.

O TheBoard will amend IAS 22 rather than issue anew IFRS. Therefore,
conclusions reached on presentation of standards issued by the new
IASB will not apply.

Q Theexposure draft should include the guidance that SIC has been
developing on defining common control.

O TheBoard discussed whether mergers by contract should beincluded in
the scope of the standard or dealt with in phase two of the project. No
decison was reached.

Q TheBoard discussed the linked subjects of step-acquisitionsand
presentation of minority interests. Discussion centred on whether step-
acquisitions should be scoped in or put in to the consolidation project in
phase two, and whether an increased holding in a subsidiary should be
accounted for as a step-acquisition or astreasury stock. Theseissues
will be discussed further in October.

Q TheBoard concluded that minority interest is an equity item, not a
lighility.

O TheBoard discussed fresh-gtart accounting, particularly for
circumstancesin which an acquirer is clear but for tax/legal/practical
reasons anew company is set-up to acquire both parties. In Australia,
the new company is aways regarded asthe acquirer (evenif the
substanceis clearly to the contrary), with the combining parties both
revdued to fair value. The Board had planned to consider fresh-start
accounting in phase two, but it does not want to amend IAS 22 in away
that stops countries aready using the method from using it, only to re-
introduce the method at alater date. Concerns were expressed about (1)
the potential abuse of such amethod if it was permitted without clear
criteriafor its use and (2) whether it isinconsistent with the guidancein
IAS 22.12 on reverse acquisitions. The Board tentatively decided to
remove |AS 22.12 from the exposure draft, to explain the discussion
held, and toinvite comment.

Intanqibles other than goodwill and IPR& D

Q Theillugrativelist of potential acquired intangibles from FAS 141 will
be included in the standard.
O Accounting for intangibles with a finite useful economic life should
follow IAS 38.
continued...
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IASB DISCUSSION AND DECISIONS IN SEPTEMBER, continued

O TheBoard agreed that intangible assats can have an indefinite (but not
infinite) useful economic life, even if this requires subsequent actions.
The exposure draft will include guidance for identifying such assats.
Such intangibles should be reviewed for impairment rather than
amortised over an arbitrary period, but once the life of the asset
becomes determinable, amortisation should commence. The|lAS 36
impairment test should be gpplied annualy for unamortised intangibles.

O Revauation should be dlowed for intangible assets that () have an
indefinite useful life and (b) are acquired in abusiness combination,
even if no active market existsfor them. Otherwise thiswould be
incondstent with recognising the asset in the first place. 1AS 38 may
subsequently be amended to dlow thisfor dl acquired intangibles.

I n-process research and devdopment (IPR& D)

The Board'stentative view: All R&D acquired in an acquisition must be
recognised asan ast if it satisfies the norma acquired intangibles criteria—
even though an asset would not be recognised if such costs areincurred
directly by the acquirer. Subsequent accounting will follow IAS 38.

The Board debated whether subsequent R& D expenditure relating to
acquired IPR& D should be treated under IAS 38.42 and IAS 38.45 (no
capitalisation of any research and capitaisation of development only after
strict commercid viability criteriaare met) or whether 1AS38.60 should
apply (al subsequent expenditure adds to the origind 1PR& D asset, subject
toimpairment). Under the second option, if aminimal amount, say $20, of
research is acquired and capitalised, then afurther expenditure of $20
billion can be capitalised. The $20 billion would not have been capitalised
if theinitial $20 not been acquired. The Board saw thisas apotentia abuse
and concluded that paragraphs 42 and 45 should apply.

Goodwill

Initial discussion considered whether goodwill isan asset. Most standard-
setters say that it is (but UK and Germany capitalise the cost without stating
whether itisan asset). Under IASit is considered an asset although it does
not appear to meet the criteriain the Framework. The Board concluded that
itisan asset, because the purchase price was paid for areason, athough it is
not a separately measurable asset.

The Board concluded that non-amortisation was the correct treatment for
goodwill, with an impairment test that is stringent but does not creste an
onerous implementation workload. The Board noted that this conflicted
with the 4th EU Directive.

| ssues relating to the impairment test were debated. Board conclusions:

O Thetest should be goplied & the ‘ cash generating unit' (CGU) level.
The exigting definition of CGU should be strengthened to mean the
lowest level possible within the existing management structure, to
minimise the cogt of performing the exercise.

O Thevduein-usemessurein IAS 36 will be retained.

Q ThelAS 36 guidance on the assumptions permitted in ng the
worth of goodwill (budgets, growth rates, etc.) will also be retained, but
the expected value notion will now be required, not just permitted.

O Thecomparison should include assets and liabilities that were
unrecognised a the date of acquisition but that would be recognised if
the purchase took place on the date the test is being performed.
However, thisis necessary only if aninitid review at the unit level has
indicated impairment. This effectively means atwo-step test.

O Detaled impairment calculations should be reviewed in subsequent
periods to ensure that they are comparable with the actua results
achieved. Thefrequency of such testsisto be further debated at the
next mesting.
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The purpose of these meetingsis

to develop shared goalswith
respect to areas of convergence
and to enable |ASB —and the
national standard settersaswell —
to leverage thelr resourcesto ther
mutual benefit. |ASB has
gheduled a third meeting with the
eight national standard setters on
21-22 January 2002.

IASB MEETS WITH NATIONAL STANDARD SETTERS

IASB’s second meeting with representatives of eight national accounting
standard setterswas held in London on 10-11 September 2001. Thegod is
to continue to develop a programme of partnership on certain technical
agenda projects leading to convergence of nationa and international
accounting standards.

At the earlier meeting in May, discussion centred on the following possible
partnership approach:

Q IASB and the nationa standard setters would agree on convergence
projects and, to the extent possible, each would place them on their
agendas.

O Onenationa standard setter would be the leader on aproject, oneor
moreothers would agree to provide project support resources, and one
or more others would agree to be consultants.

Q Hexibility would be needed to accommodate the varied due processes
of the national standard setters.

At the September meseting, the following projectswere discussed:

Business combinations: The Japanese standard setter presented a paper
about transactionsin which an acquirer cannot be identified. They accept
that these situations are rare but believe that a standard is needed for them.
They bdieve that the ‘fresh start’ approach is not appropriate for these true
merger Stuations. The treatment adopted affects the Japanese taxation
system. The matter was discussed and issues such as the definition of these
specia circumstances were considered.

Share-based payments. IASB staff presented a paper on share-based
payments. Thekey points are asfollows:

O Theonly exising standard is FAS 123, but this requires recognition
only inlimited circumstances.

Q The German standards board hopes to issue a draft dandard soon that
will require recognition and expensing of the payments.

Q TheDanish sandards board isissuing asimilar draft standard and will
continue to monitor international developments.

QO USandystsare not content with the information provided by FAS 123,
and FASB recognises that something further needs to be doneto
provide transparent, comparable, and high qudity information in
relation to share-based payments.

Q All slandard setters voiced concerns about being seento ‘goit done,
that is, they all want to pursue the project on an international basis.

Q Theproject will cover al SBPissuesincluding recognition, timing and
methodology for measurement, and |apsed/forfeited options.

Q The Canadian ASB expectsto issue afina standard strongly
encouraging the FAS 123 gpproach in the near future.

QO UK ASB reported considerable support for the G4+1 paper from the
user community, but there remains a huge difference of opinion on how
the payments should be measured.

O Concernwasraised in relation to the communication process and the
fact that |ASB intendsto go straight to an exposure draft as opposed to
issuing a discussion paper.

O Australian ASB reported that they are happy to put this on their agenda
and to work with the IASB on this project. They also reported that
thereis currently significant legidative pressurein relation to disclosure
of directors remuneration in Augtrdia

Q Japan reported that thisis not now on their agenda, but the issue should
be pursued. They are concerned about the process and commented that
the G4+1 paper isnot asubstitute for an IASB discussion paper.

continued...
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NATIONAL STANDARD-SETTERS MEETING, continued

Improvements project: Thel ASB project leader reviewed the background
to this project and asked liaison standard settersfor their comments on the
proposas to eliminate choices within existing IASs.

QO HFO/LIFOHAS2 The Sub-committee proposes that the LIFO
alternative be prohibited. Comments: Many of the standard setters
reported tax complicationsthat would ariseif LIFO were banned. The
possihility of using IASs only for group accounts and alowing
individud entities to use LIFO was discussed.

O Fundamenta errors1AS 8: The Sub-committee proposesthat l errors
(whether or not fundamental) should be corrected by restating prior
period financia statements. Comments: The Japanese commercia code
does not permit restatement of financial statements; and the UK ASB
reported adverse reaction in the UK to trying to drop the ‘fundamenta’
element of the requiremert.

O Changein accounting policy—IAS & The Sub-committee proposesa
requirement to restate prior period financid statementsfor al changes
in accounting policy. No commentswereraised.

O LeasesHAS17: The Sub-committee proposesto prohibit allocating
initial direct costs over the lease period. Comments: Jgpan commented
that it was expensing that should be prohibited. The UK commented
that were many more fundamental issues that should be addressed in
relaionto IAS 17 and that it could send out thewrong signdstoissue a
minimally revised standard. Canada supported these comments.

Q Trandation of goodwill and fair value adjusmentsHAS 21: The Sub-
committee proposes the use of the closing rate. It was suggested that
there were many other issues that need to be dealt within IAS 21.

O Borrowing costsHAS 23: The Sub-committee proposes to prohibit
capitalisation. Comments: Audtraliasaid thisisabig question not
redly suitable for aquick fix, asthere are likely to be diverse views.
FASB commentel that if capitalisation isallowed to remain, adequate
guidance on how to capitaliseisimportant.

O Invesmentsin subsidiaries and associates-IAS 27 and 28 The Sub-
committee proposes the use of the equity method only. Many
comments were made about whet her |ASs should apply only to group
accountsor asoto individual entities. IASB plansto discussthis
further.

O JointventuresAS31: The Sub-committee proposes the use of the
equity method only. The UK commented that the committee needs to
think carefully about joint venturesin all circumstances, including those
where thejoint venture is not an entity.

I AS 39 excluding derecognition: 1ASB staff plansto present proposed
revisonsto |AS 39 to the Implementation Guidance Committee in
September and t hen to the Board in November.

Derecognition (financial instruments): IASB staff hasidentified the
differences between FAS 140 and IAS 39 and is devel oping a proposal for
convergence. Staff plansto report to the Board in November.

Banking activities: ThelASB advisory committee has been broadened to
incude non-bankers. Expanded committee will meet later this month.

Performancereporting: |1ASB staff hopesto present adraft statement of
principles and a project plan to the November mesting.

continued...
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NATIONAL STANDARD-SETTERS MEETING, continued

Business combinations phasetwo: FASB hasput thisonitsagenda. The
principa focusis purchase accounting procedures and purchase price
dlocation. The Canadian ASB isworking with the IASB and FASB toward
aconverged standard.

Consolidation policy: The UK Accounting Standards Board (ASB) sent
out aquestionnairein August requesting data.on six consolidation issues.

Derecognition (other than financial instruments): TheUK ASB is
developing aproject plan.

Financial instruments-Joint Working Group proposal: 1ASB has
received many responsesto date, and an andysisisunderway. Staff hopes
to report to the Board in January.

Leasng: The UK ASB hopesto be able to shareits project plan with IASB
Soon.

Small and medium-sized businesses/emer ging economies: The Board
was chalenged as to why these projects had been combined.

Management’sdiscussion and analysis: The UK ASB is currently
updating its statement on operating and financia reviews and isliasng with
the FASB.

Discontinuing operations: FASB has completed its deliberations, and a
new statement (FAS 144) will beissued later this month, effective 15
December 2001

Agriculture: The Audtrdian standard is very smilar to IAS41, and AASB
has been monitoring implementation experience with aview to reporting
back to the IASB on findings.

First-time application of I nternational Financial Reporting Standar ds
(IFRS): ThelASB working group has concluded thet SIC 8 needs
modification to provide true comparability. The proposasfor anew
standard are asfollows:

Q Onfirsttime application entities should apply the standardsthat arein
existence at that time.

O IFRSshould be applied both to the current year and a required number
of prior years.

Q Thedate of adoption is the commencement of thefirst year of
presentation.

O Therewill bea‘look back’ period (Iength to be determined) for which
significant events should be disclosed, but not restated.

Q Theimpracticability exemption permitted by SIC 8 will be removed.

Initid proposals aso suggest that this new standard should replace all
transitiond rules provided in IFRSs. This proposal raised some concerns
among the Board, and further discusson isexpected. 1n addition, the Board
will give further consideration to the use of hindsight when applying
standards retrospectively, for instance, knowing that a provision should have
been recognised at aparticular point.
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PROPOSED CHANGES TO SIC

At its meeting with its Standards Advisory Council 23 July, IASB presented a paper that proposed mgor changesto
the gtructure of the Standing I nterpretations Committee (SIC). The changes are set out in the following table:

PROPOSED CHANGES TO STANDING INTERPRETATIONS COMMITTEE

Name of committee:

O  SICwill berenamed the Internationd Financid
Reporting Issues Committee (IFRIC).

Q Thiswould be consistent with the proposed new
name of |ASB pronouncements, International
Financia Reporting Standards, and with the new
mandate (below).

Name of pronouncements:

Q |IFRIC soutput would be known as* Abstracts
rather than ‘ Interpretations .

Q Thischangeis consistent with the new mandate
andisin linewith other standard setters
interpretative committees and would aid in
convergence. TheUSEITFand UK UITF both
release ' Abdtracts .

Mandate

Q Thescopeof IFRIC sactivitieswould be
broadened to dlow the IFRIC to addressissues
beyond interpretations of existing standards.

Q Thiswould alow IFRIC to answer questionsthat
would otherwise be answered ad hoc by externa
parties, which could lead to divergent practices.

IFRIC membersand chairman:

O Thenew IFRIC would have 12 membersand a
non-voting chairman.

Q Thiswould dlow the voting members of IFRIC to
concentrate on the technical issueswhilethe
chairman can ded with the running of the meeting.

QO Thechairmen would be either an IASB liaison
member, asenior IASB gtaff member, or an outside
party —mogt likely to be a senior member of IASB
staff.

IFRIC Procedures.

Q AnIFRIC agenda committee will recommend
proposed agendaitems. Thiswill increase
IFRIC s efficiency by screening issues submitted
by the public. Sources of questions posed to the
committee will remain confidential. The agenda
committee will make recommendations on an
agenda, but | FRIC will makethefind decision.

Q 1ASB will review Draft Abstracts by a process of
negative clearance. Thiswould help prevent, a
an early stage, the possibility of IFRIC issuing a
Draft Abstract to which IASB is opposed.

Q |IASBwill voteonafinad Abstractinapublic
medting.

Other mattersset out in the draft paper:

Q IFRIC should take a principle-based approach to
developing interpretive guidance, rather than a
case-specific approach.

Q Theproposed IFRIC structure will aso havethe
ability to reconsider amember’'s membership
should that person not attend meetings regularly.

Q Theproposa makes provison for meeting
eectronically. Thesemust ill be public
mestings.

O Issueswhere consensusis not reached within three

meetings will be autometically referred to the
Board.

O Regular IFRIC review of the mandate and
operating procedures.

Q IFRIC will meet every two months.

Deloitte Touche Tohmatsu
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Peter Wilmoat, retired Deloitte &
Touche partner from South
Africa, was elected vice chairman
of SAC. Hewill chair the SAC
medtings.

A comparison of IASB’sinitial
agenda as adopted (see page 2)
with the proposed projects
discussed with SAC indicates that
the Board was influenced by the
commentsof SAC members.
Among the proposed “first
priority” projectsthat did not
makethe final cut are (a) the WG
proposal for full fair value of all
financial instruments, (b) a
comprehensiveproject on
accounting measurement, and (c)
a comprehensive derecognition
project.

The proposed changesto SIC are
both cosmetic (change of name of
the body and its pronouncements)
and fundamental (IASB negative
clearance of drafts, | ASB gtaff
person to chair SIC, authority to
issueguidancein areasnot
covered by an IAS/IFRS, and a
principlebased approach to
guidance).

IASB MEETS WITH ADVISORY COUNCIL IN JULY

IASB held itsfirst meeting with its Standards Advisory Council on 23-24
July 2001. Thethree principd items on the agendawere:

QO IASB'sinitid technica agenda
O Sanding Interpretations Committee structure and procedures
O Prefaceto Internationa Financia Reporting Standards

Proposad Initial Technical Agenda

At its meeting with the Standards Advisory Council, IASB presented the
following asits proposed initia technica agendal

First Priority Projects

Preface to International Financid Reporting Standards
Trangition and First-Time Application of IAS
Improvements Project

Financid Instruments, including Limited Revisonsto IAS 39,
Derecognition, and the Joint Working Group Proposal
Disclosure of Banking Activities

Insurance Contracts

Business Combinations

Measurement

Sharebased Payments

Derecognition of Assetsand Liabilities - both financid and non
financial assets

Q Peformance Reporting

Second Priority Projects

OO00OODo

O0O0O0D0 DO

Q  Imparment

Q Intangible Assets

Q Lease Accounting

Q Ressarch and Development

Research Projects

O Revduations

O Extractive Industries

Q Framework, especidly definitions of assets, lighilities, equity, income,
and expensss

O Liabilitiesand Equity

Q Accounting for Smal and Medium-Sized Enterprises (SMEs) —whether
specid guidanceis needed for small and medium sized unlisted entities

Q Management Discussion and Analysis —whether IASB should provide
guidance on the preparation and presentation of information outside of
the normd financid satements.

Standing I nter pretations Committee

At its meeting with its Standards Advisory Council 23 July, IASB presented
apaper that proposed maor changes to the structure of the Standing

I nterpretations Committee (SIC). The proposed changes are set out in the
table on the preceding page. SAC member comments:

SAC members raised concerns about conflicts between the IASB’s and
IFRIC sagendas. SAC membersalso expressed concernsthat the new
IFRIC would be setting new 'mini -standar ds with the same status as IFRS

SAC members expressed concerns about a non-voting chairman. It was
also proposed that the Big 5 firms should all have a permanent seat on
IFRIC asthey seethe practical issues daily.

continued...
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IASB MEETS WITH ADVISORY COUNCIL, continued
An exposuredraft of therevised Prefaceto |ASB Standards

E;SnE otl: y yet“EL(EI thg: Eem:”l]);l)ﬂy but At its July meeting, IASB has approved an Exposure Draft of arevised
. Sept Preface to IASB Standards for a public comment period of 90 days.
issued. o

Proposed provisions:

O NewIASB gsandardswill be called International Financial Reporting
Standards (IFRS).

Q IFRSwill apply to generd jpurposefinancial statementsof profit-
oriented entities.

O All paragraphsin astandard are of equa authority (no more ‘black-
letter’ and ‘ grey-letter’).

Q Anobjective of IASB isto reconsder alowed aternatives

Q Due process for interpretations will include negative clearance of draft
interpretations by the |ASB and approvd of final interpretations by at
least 8 votes.

O Dueprocessfor standardswill normally include an advisory group, a
discussion document, anexposure draft (at least 8 votes required), and
approva of afinal standard (again at least 8 votes).

O Both EDsand find Standardswill include dissenting views of IASB
.members and abass for conclusions.

UPCOMING MEETINGS

International Accounting StandardsBoard

Q 16-20 October 2001, Washington (includes meeting with the Standards
Advisory Council 16-17 October)

O 27-29 November 2001, London

18-20 December 2001, Paris

21-25 January 2002, London (includes meeting with nationd standard

setters 21-22 January)

Q 1923 February 2002, London (includes meeting with the Standards
Advisory Council 19-20 February)

a
Q

International Accounting Standards Advisory Council

Q 16-17 October 2001, Washington
Q 1920 February 2002, London

Q 17-18 June 2002, Berlin

Q 21-22 October 2002, London

Thiswill bethelast SIC meeting Standing Inter pretations Committee
pending reorganisation. O 1213 November 2001, London

For thefirg time, a portion of the Trustees of the | ASC Foundation

Trustees meeting will be open to O 150ctober 2001, Washington
public observation. '

NEWLY EFFECTIVE IAS, SIC

IAS 39, Financial Instruments: Recognition and Measurement, and 1AS 40,
Investment Property, went into effect on 1 January 2001, as did certain
limited revisonsto IAS 12, 19, and 39. 1AS 41, Agriculture will take
effect 1 January 2003, dthough earlier adoption is encouraged.

Also effective as of 1 January 2001 was SIC 19, Reporting Currency —
Measurement and Presentation of Financial Satements Under 1AS21 and
IAS29.
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I'n assessing whether control or
significant influenceexists,
options, warrants, and convertibles
(potential voting rights) must be
considered. Control isdefinedin
IAS 27.6. Significantinfluenceis
defined in IAS 28.3.

If the holder can put an ‘equity
ingrument’ back to the issuer, the
issuer must report theinstrument
asaliability, not equity. 1AS
32.20 satesthat “the critical
featurein differentiating a
financial liability from an equity
ingrument isthe existence of a
contractual obligation... to deliver
cash or another financial asst....
When such a contractual
obligation exists, that instrument
meets the definition of a financial
liability regardlessof themanner
in which the contractual
obligation will be settled.”

STANDING INTERPRETATIONS COMMITTEE

On 12 September 2001, IASB’ s Standing Interpretations Committee issued
two Draft Interpretations for comment. Copiesare available at
www.iash.org.uk. Comment deadline on both is5 November 2001:

a

SIC D33, Consolidation and Equity M ethod-Potential Voting
Rights. An enterprise may own share warrants, share cal options, debt
or equity instruments that are convertible into ordinary shares, or other
similar ingruments that have the potential, if exercised or converted, to
ether givethe enterprise additiona voting power or reduce another
party’ s voting power over thefinancia and operating policies of
another enterprise (potential voting rights. SIC D33 addresses whether
the existence and effect of potentia voting rights are considered when
ng whether control under I1AS 27 or sgnificant influence under
IAS 28 exidts. SIC D33 proposes that their existence and effect, if
presently exerdsable or convertible, should be considered. SIC D33
also addresses whether the proportion allocated to the parent and
minority interest in preparing consolidated financia statements under
IAS 27, and the proportion alocated to an investor that accountsfor its
investment in an associate using the equity method under IAS 28,
should be determined based on present ownership interests or
ownership interests that would be held if the potential voting rights
were exercised or converted. D33 proposes that theproportion
alocated should be determined solely based on present ownership
interests.

SIC D34, Financial Instruments-Instruments or Rights
Redeemable by the Holder. A puttable instrument isafinancid
instrument or aright that givesthe holder theright to put the
ingtrument or right back to the issuer for cash or another financial

asset. The amount payable upon redemption is determined based on an
index or other item that has the potentid to increase and decrease. In
some circumatances, the legd form of such an instrument or right
includes aright to aresidual interest in the assets of the enterprise after
deducting certain of its liabilities. For example, open-ended mutua
funds and certain co-operative enterprises may provide their
unitholdersor members with aright to redeem their interestsin the
enterprise a any time for cash equal to their proportionate share of the
net asset value of the enterprise. SIC D34 addresses how the issuer
should classify aputtable instrument. SIC D34 proposesthat the entire
instrument should be classified as aliability. SIC D34 dso addresses
whether a puttable instrument is a hybrid financia instrument that
congsts of both ahost contract and an embedded derivative that should
be measured separately, andif so:

(@ how theissuer should measure each component;

(b) whether theissuer should present the components separately or
on anet basisin the baance sheet; and

(© how theissuer should present any gain or lossarising from
remeasurement in thei ncome statement.

D34 proposes that a puttable instrument is a hybrid financia
instrument consisting of two components: (a) ahost contract that is
similar to adeposit repayable for afixed amount and (b) an embedded
non-option derivative that represents a principa payment indexed to
an underlying variable. When recognised initidly, the host debt
component should be measured a cost, net of transaction costs, and
the embedded derivative should be measured at zero. Subsequent to
initid recognition, the host debt component should be measured at
amortised cost, and the embedded derivative should be measured at
fair vaue.

continued...
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Comment deadline on SIC D28-32
ended 10 September. SIC next
meets on 12-13 November.

STANDING INTERPRETATIONS COMMITTEE, continued

As regards presentation, D34 proposes that an issuer should present
the host contract and embedded derivative components of aputtable
instrument on anet basisin the balance sheet, and may present any
gain or loss arising from remessurement on anet bassin theincome
statement. In the extreme circumstance when an issuer has no equity
asaresult of issuing a puttable instrument, the issuer may aso amend
the descriptionsiin itsincome statement and present the net gain (net
loss) separately with an appropriate description on the face of the
income statement before profit or loss from ordinary activities.

The consensusin SIC D34 will affect openrended mutua funds and
certain co-operative organisations by requiring them to present their
unitholders' fundsasliabilities.

Thefollowing Draft I nterpretations remain outstanding:

a

a

SIC D26, Property, Plant and Equipment — Results of Incidental
Operations. At itsmeeting in February 2001, SIC agpproved afind
Interpretation without any substantive changes to the proposed
consensus, subject to approval by the |ASB. A fina Interpretation was
submitted to the IASB for approval. However, at its April 2001
meeting, |ASB did not approve the proposed I nterpretation, concluding
that the issue should, instead, be addressed in the Improvements
Project. Consequently, SIC isnot pursuing afinal Interpretation at this
time, but it has not withdrawn D26.

SIC D27, Transactionsin the Legal Form of alL easeand
Leaseback. SIC has completed its discussions of SIC D27,
Transactionsin the Legd Form of aLease and Leassback, including
commentsreceived from the IASB. The SIC reaffirmed its consensus
and is redrafting the Interpretation to focus on the principles involved
rather than on a specific fact pattern.

SIC D28, Business Combinations— M easurement of Shares|ssued
as Purchase Consideration. SIC D28 addresses when the date of
exchange occursin an acquisition in which shares areissued asthe
purchase consderation. If theacquistionisachieved inasingle
exchange transaction, the date of exchangeisthe date on which the
acquirer obtains control over the net assets and operations of the
acquiree. If the acquisition isachieved in stages by successive share
purchases, the fair vaue of the sharesis determined at the date that each
exchangeisrecognised. D28 aso addresseswhen it is appropriate to
use a price other than a published price a the date of exchangeto
determine the fair value of an acquirer’ s shares that are quoted in an
active market. D28 proposes another price should be used only if it can
be demondtrated that a price fluctuation is undue, and the other price
provides amore reliable measure of the shares fair value.

SIC D29, Disclosure-Service Concession Arrangements. Specifies
disclosures appropriate under IAS 1 about arrangements by which a
private sector enterprise agrees to provide services of the type normally
considered public (government) services.

SIC D30, Reporting Curreng/~Trandation from M easurement
Currency to Presentation Currency. How to trandate financial
statements from ameasurement currency to adifferent currency for
presentation purposes. D30 proposes:

—Assatsand liabilities should be trand ated at the closng rate at the
date of each balance sheet presented, except when an enterprise’'s
measurement currency isthe currency of a hyperinflationary economy,
inwhich case assats and lighilities should be trandated et the closing
rate existing &t the date of themost recent balance sheet presented.

continued...
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Common control transactionsis
part of phasetwo of IASB’s
business combinations project, S0
accounting for thoseisnot likely
to be addressed for saveral years.
However, defining common
control ispart of phase one, and
thiswill affect whether the
transaction iscovered by |AS 22.

SIC 12 does not provide a
consolidation exclusion for

‘qualifying SPES asFAS 140
does

Deoitte Touche Tohmatsu has
published a book of |AS 39
guidance (over 350 Q&A,
examples, and comparisons). See
page?24.

STANDING INTERPRETATIONS COMMITTEE, continued

—Income and expense items should be trandated at the exchange rates
existing at the dates of the transactions or arate that approximatesthe
actud exchangerrates, except when the measurement currency isthe
currency of a hyperinflationary economy, in which caseincome and
expenseitemsfor al periods presented should be trandated at the
closing rate exigting at the end of the most recent period presented.
—All resulting exchange differences are reported in equity.

—A pure‘ convenience trandaion’ of al baance sheet and income
statement amounts using the closing rate is permitted. However, the
resulting financial statementscannot be labelled as ‘in conformity with
IAS.

Q SIC D31, Revenue-Barter TransactionsInvolving Advertising
Services. How revenue from abarter transaction involving advertisng
should be messured. The basic principle is an enterprise providing
advertising should measure revenue from a barter transaction based on
the fair vaelue of the advertising services it receives from its customer
unlessit isimpracticable to measure reliably, in which casethe
enterprise should usethefair value of the advertising servicesit
provides to the customer. If the fair value of the advertising services of
both enterprisesis not reliably measurable, the sdller should recognise
revenue only to the extent of the carrying amount of assets given up.

Q SIC D32, Intangible Assas-Web Site Costs. Application of IAS 38
to costsincurred to develop and maintain aweb site for an enterprise’s
own use. D32 proposesthat costs incurred during the planning stage of
web Ste development are Smilar to research costs, which must be
charged to expense under IAS 38. Costs incurred during the application
and infrastructure devel opment stage and the graphical design and
content development stage are Smilar to development costs, which are
eligible for recognition as an intangible asset under IAS 38 only if they
satisfy certain tests. D32 provides guidance in applying those tests to
web site costs.

FIVE SIC PROJECTS WILL NOT BE PURSUED

SIC has removed two projects from its agenda because they are being
addressed in |ASB projects and has dedded not to pursue three other
potential projectsthat it had been discussng. Thetwo cancelled projects are
those on:

Q Transactions Among Enterprises Under Common Control
Q  Earnings Per Share-Preference Dividends

The potentia SIC projectsthat are not now being pursued are:

Q Indefeasble Right of Use of Assats
Q Financia Instruments-Classfication of Preference Shares
O Condderation of SIC 12: Consolidation of Specia Purpose Entities

PROGRESS ON IAS 39 GUIDANCE

IASB hasissued a consolidated book that includes |AS 39 and with the 200
questions and answers gpproved in find form by the IAS 39 Implementation
Guidance Committee (IGC) as an appendix. Within the body of IAS 39
itself, each of the Q& A is crossreferenced from the relevant paragraph.

The publication clarifiesthat the IGC Q& A have an authoritative status on
par with that of appendixesto other International Accounting Standards.

IGC has exposed a sixth batch of questions and answers for comment.
Publication of thesein fina form is expected shortly.
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“Fair value accounting for all
financial instrumentswill happen
sooner or later. This book will
allow the reader to understand the
changesand preparefor the
effects of theregime”

In May 2000, | OSCO endorsd
IASfor usein cross-border capital
raising.

The | VSC sandards become
increasingly important as
accounting relies on measurement
of assatsand liabilities at fair
value.

NEW BOOK ON FULL FAIR VALUE ACCOUNTING
FOR FINANCIAL INSTRUMENTS WRITTEN BY
DELOITTE & TOUCHE PARTNERS

Veronica Poole and Ken Wild of Delaitte & Touche, United Kingdom, have
co-authored A Practitioner's Guideto Full Fair Value Accounting of
Financial Ingtruments. Their aim isto explain the Joint Working Group
Proposd incdluding practicd examples of how it would work. More
information may be found at the Publisher's Website:
www.cityandfinancia .com.

DTT PARTNERS AUTHOR SECOND EDITION OF
HONG KONG GAAP GUIDE

The second edition of Hong Kong GAAP has been published. Written by
DTT partners Stephen Taylor and NormaHall, this 1,440-page book
includes 43 chapters and five gppendices. Each chapter has acomparison
with Internationa Accounting Standards and with the standardsin the
United States, United Kingdom, and People€' s Republic of China. One
appendix isacomprehensive comparison of Hong Kong SSAPsand IAS.
For more information about Hong Kong GAAP, please see the publisher’s
webgite: www.smlawpub.com.hk/other/gaap.asp

IOSCO TO SURVEY MEMBERS ABOUT
IMPLEMENTATION OF IAS

IOSCO intends to survey its members by the end of 2001 regarding their
implementation of the Resolutions Adopted by the IOSCO Presidents
Committeein May 2000 relating to the use of internationa accounting
standards for cross-horder offeringsand listings. Nearly 110 nationd
securities regulatory commissions are members of IOSCO. More
information from the IOSCO website: www.iosco.org.

INTERNATIONAL VALUATION STANDARDS AND IAS

The International Vauation Standards Committee (1 SC) is an independent
body that devel ops valuation standards that support standards being
developed by other internationa bodies. 1VSC works closdly with the IASB.
IVSC hasjust published a comprehensive volume of its standards, IVS
2001, which includes revised guidance on Vauation for Financid Reporting
that has been developed with the assistance of the IASB. For information:
WWW.ivsC.org

FINANCIAL REPORTING IMPLICATIONS OF
TERRORIST ATTACKS IN THE US

At its regularly scheduled meeting on 20 September, FASB's Emerging

I ssues Task Force discussed the financia reporting implications of the 11
September terrorist acts. In addition to the tragic loss of thousands of lives,
businesses are now faced with the chalenge of providing meaningful
financid information to the public reflecting changes precipitated by recent
events. EITF discussions focused on three issues:

O how losses or other costs caused by the incident should be reported in
financid statements;

O whenthoselossesor costs should be recognized (on 11 September or
some later date); and

O whether other information about the economic effects of the incident
should be provided in financid satements.

For details: www .fash.org/eitf/eitf091101.html. The SEC (www.sec.gov)
has also taken steps (some of which have financid reporting and
independence implications) to provide relief to market participants.
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In February 2001, the European
Commission proposed a
Regulation that would require all
EU companieslistedon a
regulated market, including banks
and insurance companies (about
7,000 companiesin all), to
prepare consolidated accountsin
accordance with I nternational
Accounting Standards by 2005, at
thelatest. EU Member States
would have the option to extend
thisrequirement to unlisted
companies and to individual
company accounts

European financial marketsare
consolidating. Euronext, a cross-
border European stock exchange,
isnow functioning. The Austrian
stock exchange has formed an
alliance with Deutsche Borse and
has created NEWEX in co-
operation with the Central and
Eagtern European securities
exchanges. The NASDAQ has
acquired a majority shareholding
in EASDAQ (‘NASDAQ
Europe).

EU ECONOMIC AND SOCIAL COMMITTEE ENDORSES
IAS FOR EUROPE

In response to a request from the European Council, by vote of 97 to one the
EU Economic and Socia Committee (ESC) has endorsed the Proposd for a
Regulation of the European Parliament and of the Council that would adopt
IAS in Europe by 2005. ESC concurred with an IAS * endorsement
mechanism’ in which the Accounting Regulatory Commiittee, chaired by the
Commission and with representatives of al Member States, will play acritical
role. Inthat regard, ESC said that it “strongly supports the Commission's
intention that each IAS will either be adopted or rejected in total. To introduce
partid approval or modified versions of IASwould be extremely confusing

and would undermine the fundamental decision to use|AS.”

EU LAUNCHES CONSULTATION ON TRANSPARENCY
OBLIGATIONS OF PUBLIC COMPANIES

The European Commission has launched an open Internet consultation onthe
trangparency obligations of issuers whose securities are traded on regulated
markets. Thisisthefirst consultation set up by the Commission in accordance
with the recommendeations of the February 2001 report of the Lamfalussy
Committee. The Committee recommended that dl new legidationin the
securities field should be preceded by an early, broad, and systematic
consultation of all interested partiesin the securities area, and thiswas
endorsed by the Stockholm European Council. The consultation document
providesfirst indications of the views of the Commission asto the possible
structure and content of anew regime on disclosure requirements and asks for
contributions from interested parties by 30 September 2001. The prdiminary
orientations contained in the consultation document are without prejudice to
any future decisons by the Commission in finalising its proposas. This
consultation was followed in late July by another on the revision of the
Investment Services Directive.

For further information:
http://europa.eu.int/comnvinternal_market/en/finances/mobil/transparancy.htm

EUROPEAN GOAL: AN INTEGRATED EUROPEAN
SECURITIES MARKET BY 2003

The European Commission has created two key committees as part of its
financia services action plan: a European Securities Committee (ESC) and a
Committee of European Securities Regulators (CESR). The ESC will be
composed of high-level representatives of the Member States. 1t will advise
the Commission on issues reaing to securities policy. At afuture date, it will
a s act as aregulatory committee. The CESR is set up as an independent
advisory body composed of representatives of the nationa public securities
regulatory authorities to advise the Commission on thetechnica details of
securitieslegidation. The Commission’sgod isto achieve an integrated
European securities market by the end of 2003.

For further information:
http://europa.eu.int/comm/interna_market/en/finances/mobil/01-792.htm
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EC Internal Market Commissioner EUROPEAN COMMISSION PROPOSES “SINGLE

Frits Bolkestein seidt * This PASSPORT” TO EUROPEAN FINANCIAL MARKETS
proposal would make it

consderably easer and cheaper The European Commission has issued a Proposed Directive on Prospectuses
for companies of all sizestoraise prescribing the structure and minimum disclosure content of securities
capital across frontiersin Europe. offering documents (prospectuses). The proposal would introduce a‘single
At the moment, widdly varying passport’ to raising capita in Europe. There would be only one prospectus
national rulesrender the process approved by the home country authority of theissuer, which would haveto
expensve, complex and be accepted throughout the EU for public offer and/or admission to trading
inefficient.” on regulated markets.

For further information:
http://europa.eu.int/comm/internal_market/en/finances/mobil/prospectus.htm

DECISIONS IN FIRST -TIME APPLICATION PROJECT

At its September meeting, the Board focused on certain key principlesthat
would be gpplicable over time and regardless of the location of the company
adopting IFRS for thefirst time. Some tentative principles, to be explored at
the |ASB meeting in October, were discussed asfollows:

QO AnIASB Standard shauld deal with the issues of first-time gpplication
of IFRS. The Standard would replace SIC 8 and override the
trangitiond requirementsin IFRSin cases of firgt-time gpplication of
IFRS.

QO When paforming the exercise of adoption of IFRSfor the first time,
some key dates need to be distinguished:

—the date when an enterprise presentsits financial statements under

IFRS for the firgt time; and

— the date when an enterprise applies IFRS for the first timeto
transactions and balances. A tentative view isthat this latter date would
be the beginning of the earliest financia year presented in the first set
of IFRSfinancia satements. For example, any transitiona employee
benefit obligation under IAS 19 might be calculated &t that dete.

a Asfor the number of comparative periodsto be presented under IFRS,
the Board tentatively supported the idea that a reference should be made
to IAS 1, which requires that comparative information should be
disclosed at least in respect of the previous period. The Board felt that
it was not within its mandate to interfere with securities regulators
requirements for additional comparative periods.

Q Inrestating balances and prior transactions, an enterprise would use the
standards that are gpplicable in the year when the enterprise presentsits
financia statements under IFRS for the first time. It would not use
superseded or amended standards that may have been applicable at the
time atransaction prior to the adoption of IFRS took place.

O Therewas some support that certain transactions occurring beforethe
beginning of the earliest year presented need not berestated. A
business combination accounted for as a poolingof-interests under local
GAAP, which might have been classfied as an acquisition under IFRS,
was oneof the examples that was discussed.

Q TheBoard discussed whether, if asignificant transaction or event that
took place during a‘look-back’ period occurring before the beginning
of the earliest year presented (length as yet undefined), disclosure
should be made of (a) the non-restatement and (b) the accounting
trestment applied under local GAAP. No decision was reached.

O Inrestating estimates at the end of the financia periodsto be presented
under IFRS for thefirst time, an enterprise would use hindsight— that
is, it would use the best information available a the timeit presentsits
financia statements under IFRS for thefirst time. However, if achange
in estimate can be associated with an identifiable discrete event (such as
achangein atax rae), the change of estimate would be reflected in the
period when this discrete event took place.
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Oneof thefirg issuesthe new
Chairman and Chief Accountant
will haveto deal with isthe SEC's
concepts release on I nternational
Accounting Standards.

NEW SEC CHAIRMAN AND CHIEF ACCOUNTANT

The US Senate has confirmed Harvey Pitt, 56, as chairman of the US
Securities and Exchange Commission for aterm expiring 5 June 2007. Mr.
Pitt was apartner in the New Y ork law firm of Fried, Frank, Harris, Shriver
& Jacobson and was SEC Generd Counsd 1975-78. He replaces Arthur
Levitt.

Robert K. Herdman, partner at Erngt & 'Y oung, has been appointed SEC
Chief Accountant effective 8 October 2001. He replaces Lynn E. Turner,
who stepped down in early August to join the faculty at Colorado State
University, where he also will be the Director of the Center for Quality
Financid Reporting. Mr. Turner was the Chief Accountant for the
Commission since July 1998.

COMMENTS ABOUT IAS FROM LYNN TURNER

Lynn Turner made his find speech as Chief Accountant of the US SEC a
the annua mesting of the American Accounting Association in Atlanta,
Georgia, on 13 August. Commentsrelating to IASincluded these:

O Regading possible changesto the existing recuirement that IAS
registrants reconcile IAS earnings to US GAAP, Mr. Turner said: “I
don’'t see alot happening there.... Investors need to have information
on an ‘goples-to-gpples’ basis. We should do nothing at thispoint in
time”

O The SEC has sent aleter to IASB asking |ASB to add revenue
recognition to itsagenda. 1ASB Chairman Sir David Tweedie has
replied that he would present the request to the IASB at its next
mesting.

Q The SEC has prepared an andysis of reconciling itemsin IASfilings
and hassent it to IASB.

Q Mr. Turner expressed concern about aletter written to IASB by amajor
Swiss multinational corporation stating that if the IASB adopts a
standard that is more rigorous than aUS standard, for example, inthe
area of business combinations or stock option accounting, then the
company would propose to abandon IAS and switch to US GAAP.
Commenting further on thisletter in another presentetion &t the same
meeting, Mr. Turner said:

| find this disappointing as it means that there are some out there who
believe we should have standards based on the lowest common
denominator (or some would say based on what gives them the answer
they most desire) rather than international standards that are the ‘best
of breed’. However, | amnot surprised. | alwayswondered if some of
those advocating the use of international standards failed to recognize
and give appropriate credit to the fact that we in the UShave the
world'slargest, mogt liquid capital markets because we do in fact have
the ‘best of breed’ financial reporting today. Thisin turn has provided
companies with capital at the lowest possible cogt that has been used to
generate jobs and an improved global economy.

But ultimately, it will be the market that determines whose product works
the best. | hope the |ASB avoids the race to the ‘ bottom’ with its product,
as some have recommended. | also hope that those people whose
foresight seems myopic and shortsighted, who believe that no standard
should be any ‘tougher’ or more rigorous than what we establish in the
US redlizethey arereally saying, ‘Let’s be done with the |ASB now that
it appearsthey are going to develop higher quality sandards, and just
look to the FASB for standard setting.’
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NEW SEC RULES ON LOAN LOSS PROVISIONS
APPLY TO IAS FILERS

The US SEC hasissued Staff Accounting Bulletin 102, Sdlected Loan Loss
Allowance Methodology and Documentation Issues. It sets out SEC staff
views on loan and lease losses, focusing particularly on the documentation
the SEC normally would expect registrants to maintain in support of their
alowancesfor loan losses. Concurrently, USfederal bank regulatory
agenciesissued essentidly identica guidance. The guidance would apply to
international registrants as well as domestic ones.

SAB 102 isavailable for download without charge:
www.sec.gov/interps/account.shtml

FASB PROPOSES NEW CONVERGENCE PROJECTS

FASB is proposing to add to its technica agenda two projects theat relate to
issues under consideration by IASB: Reporting Financia Performanceand
Disclosure about Intangibles. Detailed project proposals can be found on
FASB’ s Website (http://www.fash.org/project/proposa s.html). In seeking
views on whether to undertake these projects, FASB noted:

In attempting to promote high-quality international standards, the Board
also considers (a) the possibility that resolution of the issues addressed
would increase convergence of standards worldwide, (b) the opportunities
the topic presents for cooperation with the International Accounting
Sandards Board or other standard setters, and (c) whether appropriate
and sufficient resources are available for a joint project or other
cooperativeeffort.

JAPAN'S NEW ACCOUNTING STANDARD SETTER IS
NOW IN PLACE

A consortium of 10 private sector organisations, including Keidanren,
JCPA, and the Tokyo Stock Exchange, have created anew Japan
Accounting Standards Board (ASB) and related oversight foundation known
asthe Financid Accounting Standards Foundation (FASF). Thirteen
persons were appointed to ASB, of whom three servefull time. An
Advisory Council will also be created. The organisation is expected to be
sdf-funding through membership fees. Stated objectives:

The objectives of the FAS- are to promote progress of corporate finance
disclosure and soundness of the capital marketsin Japan by developing
generally accepted accounting standards. The FASF will also contribute
to the development of a high quality set of internationally accepted
accounting standards.

Further information can be found at:

O Japanese Accounting Standards Board website:
www.fasf.jp/english/index.html

Q IAS PLUS website: www.iasplus.com/country/japan.htm

HONG KONG GAAP TO MOVE CLOSER TO IAS

The Council of the Hong Kong Society of Accountants has decided that
Hong Kong's approach to |ASs should change from harmonisation (basing
Hong Kong accounting standards on |AS with occasiond differences) to
adoption. This means that Hong Kong would not change the IASB
standards but could add additiona guidance for gpplying the Standard in a
Hong Kong context..
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Longleases of land isnot just a
Hong Kongissue. Itisrelevantin
China, United Kingdom, and
many cother countriesaswell..

The International Federation of
Accountants (I FAC) comprises
153 national professional
accountancy organizationsin 113
countries, representing 2 million
acoountants.

Thank you for visiting. Comments
are always welcome.

IAS 17 AND IAS 40: LONG LEASES OF LAND

Asaresult of IAS 40, Investment Property, Hong Kong Land Company,
which prepares |AS financia statements, has switched to a cost/depreciation
reporting model for investment properties from its prior full fair value
modd. 1AS40, in combination with IAS 17.11, prohibits the revaluation of
leased land. The effect of the change wasto diminate US$4.2 hillion (81%6)
of shareholders equity at 31 December 2000. In Hong Kong (and
esawhere, induding China) nearly dl land is leased from the government
under long-term leases rather than owned outright. Hong Kong Land saysit
cannot reliably value the buildings gpart from theland. Initsfirst-haf 2001
financid report, Hong Kong Land presented, in addition to its primary
cost/depreciation model financid statements, supplementary financial
information prepared “in accordance with IAS as modified by the
revaluation of leasehold properties’, with value changes reported in net
profit or loss. Thismethod increased net profit for 2000 from US$0.3
billionto US$2.2 hillion. Revauation of long leases of land was anissue
considered by the IASC in developing IAS 40, but | ASC concluded that it
should reconsider IAS 17.11 separately and not as part of the investment
property project. 1ASB hasindicated that it will be addressing long leases
of land as part of its Improvements Project.

IFAC ISSUES FOUR NEW PUBLIC SECTOR
ACCOUNTING STANDARDS BASED ON IAS

IFAC' s Public Sector Committee (PSC) has released four new Internationa
Public Sector Accounting Standards (revenue, inventories, hyperinflation,
and congtruction contracts) and t wo new exposure drafts (related party
disclosures and provisions). PSC is developing a comprehensive body of
international accounting standards for governments and other public sector
entities “ based to the extent appropriate’ on Internationa Accounting
Standards. For further information: http:/Avww.ifac.org/News/

VISITORS TO WWW.IASPLUS.COM
Some facts about our last 21,000 visitors to the IAS PLUS website:

Q Which browser dothey use?
—89% use Internet Explorer (nearly 90% of those version 5.x)
—10% use Netscape (nearly dl of those version 4.x. Netscape 6.x is
just 0.08%)

Q Which operating sysem?
—Windows 98: 50%
—WindowsNT: 19%
—Windows 2000: 15%
—Windows 95; 14%

— Totd for Windows: 98%
—Macintosh: 0.3%
—Others: 2%
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Interest in I nternational
Accounting Standardsis gaining
momentum in the United States.

Two partners of Deloitte Touche
Tohmatsu, Mr. Joseph El Fadd
(D&T, Beirut) and Mr. Abbas Ali
Mirza (D& T, Dubai), participated
in this meeting, and in ubsequent
meetings Mr. Musa Dgjani (D&T,
Dubai) will also represent the firm
on this Committee,

FEI CONFERENCE TO HIGHLIGHT IAS

The Current Financial Reporting | ssues Conference organised by Financid
Executives Internationd is one of the major annua US symposiums on
accounting and finance. The programmefor thisyear’ s conference, to be
held 12-13 November in New Y ork, includes:

Q Keynote Address. “Globa Accounting Standards’ by Paul Volcker,
Chairman, Trustees, |ASC Foundetion

O A Generd Sessonon“Implications of IASfor U.S. Companiesand
Capital Markets’.

Conference information can be found at FEI's website:
www.fei.org/confserm/default.cfmicfri

In its response to the SEC Concepts Release on |AS, FEI said:

FEI believesthat U.S capital markets arebetter served by having
foreign registrants use an investor-oriented accounting mode! like IASin
the primary financial statements rather than providing bits and pieces of
financial data that reconcileto U.S GAAP supplementally. Wealso
believe that the expanded use of |ASin world markets, which ismuch
more likdly to occur with SEC acceptance in the U.S, will further
improve the comparability of financial results between U.S and foreign
companies. Wewould therefore support the Commission’s acceptance
of IASfor usein U.S capital markets, provided that the following
additional steps are taken:

Q Limit the choices of GAAP available to foreign registrants to two:
U.S GAAP or IAS

O Requirethat foreign registrants comply fully with the same
regulationsthat apply to U.S public companies, including reporting
U.S or IASGAAP financial statementsfor all interim periods.

Q  Actively support processes that will accelerate the development of a
single st of global accounting standards that will be usedin all
securities markets.

Q Enaurethat U.S and foreign registrants aretreated equally in all
respectsunder federal securitieslaws, including theright of all
registrantsto follow IAS standards.

O Requirethat these changes be effected over a time frame of no
greater than five years and do not ‘ grandfather’ existing foreign
registrants.

OFFICIAL ARABIC TRANSLATION OF IAS IS BEING
DEVELOPED

Q ThelASB hasappointed areview committee to undertake an official
Arabic trandation of International Accounting Standarcs. The Big-Five
accounting firms dong with the Accounting and Auditing Organization
for Idamic Financia Ingtitutions (AOFI) wereinvited to join this
Committee. The Committee’ s first meeting was held in Beirut,
Lebanon on 22 March, 2001. D& T Middle East has dready produced
an Arabic trandation of IAS. The Committee has chosen this unofficia
verson as one of the versons to be usad in findising the officia Arabic
trandation of |AS approved by the IASB.
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NEW BOOK FROM DELOITTE TOUCHE TOHMATSU:
FINANCIAL INSTRUMENTS:

APPLYING IAS 32 AND IAS 39
Summaries, Guidance, Examples, and US GAAP Comparisons

No accounting issue generates as much emotion as measuring
i~ financial instruments at fair value— not pooling, not stock
compensation. No accounting issue is as complex.

Financial Instruments o ) . )
A 1045 And no accounting issue is as pervasive. Every enterprise has

financial instruments — perhaps just cash and receivables and
payables, but frequently investments, long-term debt, and
derivatives. For many companies, financial instruments are the
majority of their balance sheet— and this is true not only for the
obvious entities like banks and insurance and leasing companies
but also for many service and commercial enterprises and holding
companies.

IAS 39 was IASC’s most difficult standard. It was preceded by three
exposure drafts and an issues paper that contained additional
proposals. Ittook 10 years to develop.

IAS 39 is a radical standard for many companies:
B it calls for mark-to-market for many financial instruments.
M |t puts all derivatives on the balance sheet and marks them to market.

B It sets out for when a transfer of financial assets is a sale and when it's just a collateralised
borrowing.

M And- for the first time— it puts discipline in hedge accounting.
It takes effectin 2001.

When it was issued in December 1998, IASC knew that implementation would be even more
difficult than developing the standard. They created a special IAS 39 Implementation Guidance
Committee (IGC) charged with developing interpretations and guidance. In less than three

years, the IGC has issued over 200 final guidance questions and answers — that's eight times the
number of Interpretations that the SIC has issued on all of the other IAS put together. And more
ICG Q&A are onthe way.

Deloitte Touche Tohmatsu is in a very unique position with regard to IAS 39. The chairman of
IASC during the development of IAS 39, Stig Enevoldsen, is a partner in our Copenhagen office
and chairs our firm’s IAS Policy Committee. John T. Smith, the IGC chairman and a former IASC
Board member, is a partner in our US practice and heads up the firm’s global financial
instruments group. And Paul Pacter, the project manager and author of IAS 39, is technical
director in our Hong Kong office.

Together, John and his staff and Paul have developed clear and comprehensive guidance on
IAS 39. The book is nearly 250 pages in length and contains:

v 164 Questions and Answers,

v 151 Examples (many with journal entries),

v 52 US GAAP Comparisons

v Comprehensive summaries of IAS 39 and its companion disclosure standard, IAS 32.

These are linked back to the IAS 32 and IAS 39 paragraphs. The book also contains a
paragraph-related list of the 200+ IGC questions and answers.
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ACCOUNTING STANDARDS UPDATE IN THE ASIA-PACIFIC REGION

AUSTRALIA
Contact Bruce Porter

CHINA
Contact: Patrick Tsang

The Austrdian Accounting Standards Board (AASB) is continuing its
policy of harmonising Augtralian Accounting Standards with IAS.

In duly 2001, the AASB issued arevised AASB 1041, Revauation of Non-
current Assets. Therevised AASB 1041 supersedes AASB 1041/AAS 38
Revauation of Non-current Assets (issued in December 1999). Therevised
standard applies to annud reporting periods ending on or after 31 September
2001

AASB 1041 has been reissued to deal with implementation issuesrelating to
the superseded AASB 1041/AAS 38. Thekey changesin the revised
sandard are:

O Therevised standard limits the requirement to disclose reconciliations
of the carrying amount at the beginning and end of areporting period to
property, plant, and equipment instead of al non-current assets.

O Therevised standard allows entities to revert from the cost basisto the
fair vaue basis or to discontinue applying the fair vaue basis, if such a
change stidfies the requirements of AASB 1001/AAS 6, Accounting
Policies. AASB 100/AAS 6 permits avoluntary change in accounting
policy if it resultsin an overall improvement to the relevance and
reliability of financia information.

The Urgent I ssues Group (UIG), a sub-commiittee of the AASB, issues
Abdtracts that give interpretations of existing AASB Accounting Standards.
The UIG isresponsible for reviewing SIC Interpretations to determine
whether they should apply to Australian reporting entities. Since the last
IAS PLUS newsletter, the UIG issued:

O UIGAbsract 39, Effect of Tax Consolidation Proposals on Deferred
Tax Baances.

In addition, the UIG has agreed on a consensus relating to the fair vaue of
equity instruments issued as purchase consideration. The consensuswill be
subject to veto by the AASB at its meeting on 27 September 2001.

The AASB hasissued anumber of exposure drafts, which are currently
being considered for issue as Standards. The topics of those exposure drafts
aeasfolows:

O Provisonsand Contingencies (IAS 37)

O Imparment of Assets (IAS 36)

Q Provision of Public Sector Infrastructure by Other Entities (this project
dedl swith accounting for build-own-and-operate and build-own-
operateand-trandfer infrastructure arrangements)

At itsmeeting in August 2001, the AASB considered ED 99, Impairment of
Assats, and agreed that the approach in IAS 36 is preferable. Therefore, a
further ED based on the requirements of 1AS 36 will be developed.

The AASB has dso issued ED 102, Internationd Convergence, and
Harmonisation policy, which proposes revisionsto Policy Statement 4,
Ausdtrdia— New Zedland Harmonisation Policy, and Policy Statement 6,
International Harmonisation Poalicy.

In September, the Ministry of Finance issued an exposure draft of a
proposed new Accounting System for Financia Ingtitutions. Itissimilarin
scope to the Accounting System for Business Enterprises that was adopted
in January. The new accounting system includes a requirement to recognise
impairment losses on loans, investments, and other assets. Whilethe scope
of application is not yet specified, it is expected to apply initidly to listed
banks and insurance companiesin the PRC.
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HONG KONG The Hong Kong Society of Accountants hasissued the following revised
Contact: Stephen Taylor Accounting Standards and Exposure Drafts:

Q SSAP1, Presentation of Financia Statements
O SSAP25, Interim Financia Reporting
O SSAP 26, Segment Reporting

Following the issue of revised Accaunting Guiddine 2.302, Financid
Statement of Retirement Schemes (see bel ow), the above standards have
been revised to remove the option of preparing a statement of movementsin
net assets as an dternative to a cash flow statement.

O Exposure Draft, Accounting for Government Grants and Disclosure of
Government Assigtance. This proposed standard is closely modelled on
IAS 20 of the sametitle.

Q  Accounting Guideline, Financid Statement of Retirement Schemes.
The guiddline was revised primarily to incorporate guidance on the
financial statements of Mandatory Provident Fund schemes.

The second edition of Hong Kong GAAP has been published. Written by
DTT partners Stephen Taylor and NormaHall, this 1,440-page book
includes 43 chapters and five appendices. Each chapter has acomparison
with International Accounting Standards and with the standardsin the
United States, United Kingdom, and Peopl€’ s Republic of China. One
appendix isacomprehensive comparison of Hong Kong SSAPsand IAS.
For more information about Hong Kong GAAP, please see the publisher’s
website: www.smlawpub.com.hk/other/gaap.asp

INDIA Recent standard setting activity of the Ingtitute of Chartered Accountants of
Contact: Narendra P. Sarda India

Q Accounting Standard on Accounting for Investmentsin Associates
in Consolidated Financial Statements (AS 23). The ICAI has issued
AS 23 on Accounting for Investmentsin Associates in Consolidated
Financia Statements. The Standard comesinto effect in respect of
acocounting periods commencing on or after 1 April 2002. An
enterprise that presents consolidated financia statements should
account for investments in associates in the consolidated financial
statements in accordance with this Standard.

O Exposuredraft on proposed limited revison to Accounting
Standard AS5, Net Profit or Lossfor the Period, Prior Period
Items and Changesin Accounting Palicies. AS5 isunder revision.
Until AS5iscompletely revised, alimited revisonto AS5is
proposed. A change in accounting policy resulting from adoption of an
Accounting Standard should be accounted for in accordance with the
specific transitiona provisions, if any, contained in that Standard.

O Exposuredraft on proposed Accounting Standard AS 7,
Congtruction Contracts. The objective of the proposed Standard isto
prescribe the accounting trestment of revenue and costs associated with
congtruction contracts. The present AS 7 gives the option to use either
the percentage of completion method or the completed contract method.
The proposed St andard states that when the outcome of a congtruction
contract can be estimated reliably, contract revenue and contract costs
associated with the congtruction contract should be recognised as
revenue and expenses respectively by reference to the stage of
completion of the contract activity at the balance sheet date. Proposed
effective date: accounting periods beginning on or after 1 April 2002.

Deloitte Touche Tohmatsu 26 IAS PLUS oOctober 2001



INDIA, continued O Exposuredraft on proposed Accounting Standard on Discontinuing
Operations. Theobjectiveof the proposed Standard isto establish
principles for reporting information about discontinuing operations,
thereby enhancing the ability of users of financid statementsto make
projections of an enterprise’ s cash flows, earnings-generating capacity,
and financid pogition by segregating information about discontinuing
operations from information about continuing operations. The
proposed Standard definesthe initia disclosure event. It requires that
when that event occurs, the enterprise should estimete the net redisable
vaue of the assets attributable to the discontinuing operation and, if itis
lower than the carrying amount of the assets, recognise the estimated
loss. The proposed Standard dso lays down the various disclosures
required with regard to discontinuing operations. The proposed
Standard will come into effect in respect of accounting periods
commencing on or after 1 April 2002.

INDONESIA The Financia Accounting Standards Board (Dewan Standar Akuntans

Contact: Lianny Leo Keuangan, or DSAK) of the Indonesian Ingtitute of Accountantsis
continuing its policy of harmonising Indonesian Financia Accounting
Standards (PSAK) with IAS.

Thefollowing Standards are effective for periods beginning on or after 1
January 2001 (their equivalent IASisindicated for reference):

Q PSAK 19 (Revisad 2000), Intangible Assets (IAS 38)

Q PSAK 31 (Revised 2000), Accounting for Banking (including
disclosure requirementsin IAS 30)

Q PSAK 46, Accounting for Income Tax (IAS 12). This Standard is
effective far periods beginning on or after 1 January 1999 for
companiesissuing publicly traded securities, while for other companies,
this Standard is effective for periods beginning on or after 1 January
2001.

O PSAK 55 (Revised 1999), Accounting for Derivatives andHedging
Activities

O PSAK 57, Esimated Liabilities, Contingent Liabilities, and Contingent
Assts (IAS 37)

Thefollowing Standards will be effective for periods beginning on or after 1
January 2002 (their equivalent IASisindicated for reference):

QO PSAK 5 (Revisad 2000), Segment Reporting (IAS 14)
O PSAK 58, Discontinuing Operations (IAS 35)

Exposure drafts of PSAK issued and outstanding are as follows:

O Conceptua Framework for the Preparation and Presentation of the
Financid Statements of ShariahrbasedBanks. This standard islargely
based on the conceptua framework of IAS, but adjusted to reflect
Idamic laws and philosophies.

O Accounting for Shariahtbased Banks. This standard islargely based on
the Accounting, Auditing, and Governance Standards far Idamic
Financial Ingtitutions promulgated by the Accounting and Auditing
Organization for Idamic Financid Ingtitutions (based in Bahrain).
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MALAYSIA
Contact: Hiew Kim Tiam

The following new MASB standards (their equivalent IAS isindicated for
reference) are effective for accounting periods beginning on or after 1
January 2002:

O MASB 22, Segment Reporting (IAS 14)
O MASB 23, Impairment of Assets (IAS 36)
O MASB 24, Financia Instruments: Disclosure and Presentation (IAS 32)

New exposure draftsissued for comments:

ED 19 (revised), Borrowing Costs
ED 29, Income Taxes

ED 30, Interim Financia Reporting
ED 31, Investment Property

ED 32, Discontinuing Operations
ED 33, Employee Benefits

[y iy oy Sy

PHILIPPINES

) Philippine Accounting Standards Council
Contact: Melissa S. Delgado

Outstanding Exposure Drafts

ED | Title Related Proposed Effective
No. IAS Date (periods
beginning)
43 | Discontinuing IAS 35, 1 January 2002
Operations Discontinuing
Operations
44 | Impairment of IAS 36, Impairment 1 January 2002
Assets of Assts
45 | Provisions, IAS 37, Provisions, 1 July 2002
Contingent Contingent
Liabilitiesand Liabilities and
Contingent Assets Contingent Assets
46 | EventsAfter the IAS 10, Events 1 July 2002
Bdance Shet Date After the balance
(revised) Sheet Date (revised
1999)
47 | Business IAS 22, Business 1 January 2003
Combinations Combinations
(revised) (revised 1998)
48 | Intangible Assets IAS 38, Intangible 1 January 2003
(revised) Assets

Auditing Standards and Practices Council (ASPC)

In an effort to establish and improve generaly accepted auditing standards
(GAAS) inthe Philippines, the ASPC, the body authorized to establish and
promulgate GAAS, is undertaking amajor project to adopt International
Standards on Auditing (1SAS) issued by the International Auditing Practices
Committee (IAPC) of the Internationa Federation of Accountants. ASPC's
objective isto attain uniformity of the local GAASwith ISAs. This
harmonization is expected to enhance the reliability and acceptability of
audited financid statements of Philippine companies. The adopted
standards, which will be called Philippine Standards on Auditing (PSAS),
will supersede the counterpart loca Statements of Auditing Standards of
Philippines (SASPs) previoudly issued by the ASPC.

The PSAsissued by the ASPC shall apply whenever an independent
examination of financia statements of any entity, whether profit oriented or
not, irrespective of size or legd form, when such examination is conducted
for the purpose of expressing an opinion thereon. The PSAs may aso have
application, as appropriate, to other related activities of auditors. Following
arethefirst two PSA exposure drafts:
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PHILIPPINES, continued

PAKISTAN
Contact: Usman Ghani Akbani

SINGAPORE
Coniact: Dinyar Framjee

Q ExposureDraft No. 1: Framework of Philippine Standardson
Auditing. ED 1 contains the framework of the basic principles and
essentid procedures that provide guidance for their application in the
audit of thefinancia statements, financid reporting, levels of
assurance, other information, and related services.

O ExposureDraft No. 22 Temsof Audit Engagements. ED 2
addresses the terms of audit engagements. It isintended to assist the
auditor in preparing engagement letters for audits and related services,
principles and procedures applicable to recurring audits, and acceptance

of achangein engegemen.

The above draft PSAs differ from ISA 210 with respect to the deletion of
the section on Public Sector Perspective included in 1SA 210.

The Ingtitute of Chartered Accountants of Pakistan (ICAP) reviewsall
International Accounting Standards (IAS) and intimatesto the Securities
and Exchange Commission of Pakistan (SECP) to issue natification. The
IAS becomes part of company law and becomes gpplicableto al listed
companies only. Other companies are encouraged to apply them.

The April 2001 issue of IAS PLUS (available at www.iasplus.com) included
acompletelist of IAS adopted in Pakistan to date. The only change since
thenisthat ICAP hassent IAS 40, Investment Property, to its members for
the adoption by SECP. Thefollowing IASsarein process of adoption by
SECP.

IAS 22, Business Combinations (1998)

IAS 36, Impairment of Assats (1998)

IAS 39, Financia Instruments. Recognition and Measurement (1998)
1AS 40, Investment Property

0OO00OD

The fallowing standards have been adopted for financia statement periods
beginning on or after 1 October 2001. Both areidenticd to IAS;

QO SAS30, Interim Reporting
Q SAS39, Agriculture

The following exposure drafts of proposed standards were issued:
O ED/SAS44, Proposed Limited Revisons

This ED would amend numerous existing standards to make them
identica to IAS, thereby diminating most of the differences between
SASad IAS.

Q ED/SAS45, Share-based Compensation

Thiswill be a proposed interim measure pending the issuance of a
standard on accounting for share-based compensation from the IASB.
It will be applicableto dl listed companies and those in the process of
being listed. The ED proposes followingthe fair-vaue messurement
principles found in the US accounting standard FAS 123.
— For share-based compensation provided to employees, ED/SAS 45
proposes that the effect of applying FAS 123 be shown by way of apro
forma presentation of the impact on income and EPS. It does not
propose recognition of an expense.
— For share-based compensation provided to non-employees, ED/SAS
45 proposes that an expense be recognised equa to either thefair value
of the congderation received or thefair vaue of the equity instruments
issued, whichever is more reliably measurable.

Thefollowing exposure draft issued in 2000 is till outstanding:
O ED/SASA0, Investment Property (IAS 40).
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TAIWAN The current Taiwan GAAP No. 24, Earnings Per Share, is being revised and
Contact: William B. Lin is expected to be reissued in October 2001. The purpose of the revisionisto
bring it morein linewith IAS 33 and FASB 128. The significant
differences between the current standard and expected standard are as
follows:

O Thenotion of common stock equivaentsis eiminated.

O Basc EPSreplacesthe current Primary EPS, and Diluted EPS replaces
the current Fully Diluted EPS.

O Potentid shareswill beredefined asin IAS 33.

Q Basic EPSwill be caculated by dividing the net prdfit or loss for the
period attributable to ordinary shareholders by the weighted average
number of ordinary shares outstanding during the period. The
caculation of diluted earnings per share will be consistent with the
cdculation of basic earnings per share while giving effect to dl dilutive
potential ordinary sharesthat were outstanding during the period.

O Potentid ordinary shareswill be treated as dilutive when, and only
when, their conversion to ordinary shares would decrease net profit per
share from continuing ordinary operations. That is, the effects of anti-
dilutive potentia ordinary shares must be ignored.

O Companieswill be required to use net profit from continuing ordinary
activities as ‘the control number’ in determining whether potential
ordinary shares are dilutive or anti-dilutive.

Q Contractsthat require that the reporting entity repurchase its own stock,
such aswritten put options and forward purchase contracts, will be
reflected in computing diluted EPS if the effect is dilutive. If the
exercise price is above the average market price for the period, the
potential dilutive effect on EPSwill be computed using the reverse
treasury stock method of FASB 128.17-24.

Q Therevised standard will include provisions for restating EPS that are
consistent with IAS 33.

O TheEPSdisclosure requirements will be expanded to be consstent with
thosein IAS 33 and FASB 128. Among other things, the revised
standard will require acompany to disclose the following:

a. The amounts used as the numerators in caculaing basic and diluted
earnings per share, and a reconciliation of those amounts to the net
profit or loss for the period.

b. Theweighted average number of ordinary shares used asthe
denominator in calculating basic and diluted earnings per share, and
areconciliation of these denominators to each other.

¢. Securities (including those issuable pursuant to contingent stock
agreements) that could potentidly dilute basic EPS in the future that
were not included in the computation of diluted EPS because to do so
would have been antidilutive for the period(s) presented.
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THAILAND
Contact: Russell Toy

The Ingtitute of Certified Accountants and Auditors of Thailand (ICAAT)
has issued the following seven new Thai Accounting Standards (TAS).

These new accounting standards are based on IAS. However, they do not
necessarily conform to the standards upon that are based on in every respect.

RECENT THAI ACCOUNTING STANDARDS

TAS Titleand Related | AS Number Effective for
Number Periods Beginning
On or After
50 Segment Reporting (IAS 14) 1 January 2002
51 Intangible Assets (IAS 38) 1 January 2004
52 Events After the Baance Sheet 1 January 2004
Date (IAS10)
53 Provision, Contingent Liabilities, 1 January 2004
Contingent Assets (IAS 37)
54 Discontinuing Operations (IAS 35) 1 January 2006
55 Accounting for Government Grants 1 January 2004
and Disclosure of Government
Assigance (IAS 20)
56 Income Taxes (IAS 12) 1 January 2007

ThelCAAT hasasoissued the following Thai Accounting Standard
Interpretations (TASI). All are effective 1 January 2004

Q@ TAS No.5, Classification of Financid Instruments— Contingent
Settlement Provisions.

Q TAS No.6, Jointly Controlled Entities — Nonmonetary Contributions
by Venturers.

Q TAS No.7, Property, Plant and Equipment — Compensation for the
Impairment or Loss of Items.

O TAS No.8, Operating Leases— Incentives.
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SUBSCRIBE TO IAS PLUS

DTT plansto make IAS PLUS availablequarterly in both printed and eectronic formats. We dso plan to send by
email for any important news arising between issues of IAS PLUS. |f youwould liketo receive IAS PLUS regulaly
either by post or by email, please let us know.

D | would liketo receive the printed version of 1AS PLUS by post.

D | would like to receive the dectronic version of IAS PLUS by email.

Here are my contact details:

NAME

COMPANY

ADDRESS

CITY, COUNTRY,
POST CODE

EMAIL ADDRESS

You may:

Q Faxthisformto Ms. RoyeeLee, DTT Hong Kong +852-2542-2681

Q Mall thisformto Ms. Royee Lee, Technica Department, Del oitte Touche Tohmatsu, 26/F Wing On Centre, 111
Connaught Road Central, Hong Kong

O  Emall theinformation above to Stephen Taylor atstetaylor @del oitte.com.hk

Hectronic editions of IAS PLUS are available a: www.iasplus.com

This newdetter has been written in general terms and is intended for general reference only. The gpplication of
its contents to specific dtuations will depend on the particular circumstances involved.  Accordingly, we
recommend that readers seek agppropriate professona advice regarding any paticular problems they encounter.
This newdetter should not be relied on as a subdtitute for such advice. The partners and managers of Delaitte
Touche Tohmatsu will be pleased to advise on any such problems. While al reasonable care has been taken in
the preparation of this newdetter, no responsbility is accepted by Deloitte Touche Tohmatsu for any errors it
might contain, or for any loss, howspever caused, that happensto any person by their reliance oniit.
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