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Dear Dr. Schaub,

Re: Adoption of IFRS 6 Exploration for and Evaluation of Mineral Resources
Based on the requirements of the Regulation (EC) No 1606/2002 of the European Parliament and of the Council on the application of international accounting standards we are pleased to provide our opinion on the adoption of IFRS 6 Exploration for and Evaluation of Mineral Resources as published by the IASB on     9 December 2004. 

The objective of IFRS 6 is to specify the financial reporting for the exploration for and evaluation of mineral resources. IFRS 6 is the first phase of a project on accounting for extractive activities and has the objective to provide interim guidance until the IASB has completed its comprehensive review. Until IFRS 6 was issued, there was no International Financial Reporting Standard covering the recognition, measurement and disclosure of exploration and evaluation assets.

The main features of IFRS 6 are:

· to permit an entity adopting IFRS 6 to continue to use the accounting policies applied immediately before adopting the IFRS without requiring major changes, 

· to require an impairment test of exploration and evaluation assets when facts and circumstances suggest that the carrying amount of the assets may exceed their recoverable amount,

· to require disclosures that identify and explain the amounts arising from the exploration for and evaluation of mineral resources. 

In our comments on ED 6 Exploration for and Evaluation of Mineral Resources our main concern was about the practicability of the proposed requirement to test exploration and evaluation assets for impairment in accordance with IAS 36 Impairment of Assets. We believe that EFRAG’s concern has been addressed in the final standard. 

IFRS 6 becomes effective for annual periods beginning on or after 1 January 2006, with earlier application encouraged.  

EFRAG has evaluated IFRS 6, including its Basis for Conclusions and the consequential amendments to other IFRSs. Our evaluation is based on input from standard setters and market participants in accordance with EFRAG’s due process.  

EFRAG conclusion

EFRAG acknowledges that IFRS 6 has not been developed as a long term standard, but, rather, has to be seen as a stepping stone towards a more comprehensive and conceptually sound standard dealing with the accounting for exploration for and evaluation of mineral resources that meets the needs of all stakeholders. EFRAG believes that the standard will serve the interest of Europe because it will improve existing accounting practices for exploration for and evaluation of mineral resources. 

EFRAG therefore recommends its adoption in accordance with Regulation (EC) No 1606/2002 of the European Parliament and of the Council on the application of international accounting standards. 

On behalf of the members of EFRAG, I should be happy to discuss our advice with you, other officials of the EU Commission or the Accounting Regulatory Committee as you may wish.

Yours sincerely,

Stig Enevoldsen

EFRAG, Chairman
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