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Comments on EFRAG’s Draft Comment Letter on IASB’s Exposure Draft of proposed Improvements to IFRSs
The Danish Accounting Standards Committee (DASC) is pleased to submit comments to the above draft comment letter.

Our main comments are set out below. We have not commented on the issues where we support EFRAG’s comments and have no further comments.

Issue 3: Operating segments - Disclosures

We agree with EFRAG that the connection between IFRS and US GAAP is an advantage. We do not know situations where it could be reasonable to report segment information on segment assets and liabilities where such reporting is not used by the CODM for decision-making. 

We do not agree with the EFRAG comment that the change should not be described in the Basis for Conclusions (BC). Until now, the requirement or guidance has been described in BC, and we cannot see why the requirement cannot continue to be described in BC.

Issue 4: Statement of cash flows

We support the IASB proposal to include such cash flows as cash flows from operating activities and not as cash flows from investing activities. In our point of view, this best represents the type of cash flow as the expenses/assets are recognised directly in P/L. 

We agree that this can be biased, as the expenses support the future cash flows in the company, but other expenses also support future cash flows and are still presented as part of operating activities, e.g. marketing expenses.

Issue 5: Revenue

We agree with EFRAG to support this proposal. We do not, however, support the comment that this matter should not be dealt with in the appendix. Even though we agree that the requirements and guidance should normally be given directly in the standards, we think that it is important to include such guidance in this improvement project as it provides guidance in one of the areas which has been subject to much local interpretation. We therefore support that the guidance is included in the improvement project and can accept the IASB proposal to include the guidance in the appendix.

Issue 6: Impairment of assets

We agree with EFRAG and IASB on this proposal. In our point of view the only situation where implementation of this proposal would be difficult in respect of existing goodwill are the situations where IFRS 8 has been implemented earlier. This is not the situation in Denmark for many companies, and we do therefore not find it problematic to implement this proposal.

Issue 7: Intangible assets

We agree with EFRAG and the IASB proposal, but do not agree with EFRAG’s comments about the implementation date. Seen from our perspective, it would be a much more advantageous situation for the companies if all changes regarding the IFRS 3R project were implemented at the same time. The change does not seem to be important enough to postpone to 1 January 2010.

Issue 9: Financial instruments - scope exemption for business combination contracts 
We agree with EFRAG that at first glance it is appropriate to exclude only binding contracts. However, we are not sure that IASB’s rationale for proposing the change is absolutely clear. BC 3 says that the scope exemption should not apply to currently exercisable options because they result in control and hence, they are already scoped out by IAS 39.2.a. This paragraph says, however, that the standard applies to derivatives on interests in subsidiaries unless the instrument meets the definition of an equity instrument. This is only the case for “fixed for fixed” options, cf. IAS 32.16.b.ii. Further, we notice that inclusion of currently exercisable options as the basis for determining control is likely to disappear with the expected changes to IAS 27 arising from the control project.  

We notice that it is not uncommon for joint venture agreements to include provisions that entitle each party to acquire the counterpart’s shares at a price below fair value in specific circumstances, for example in case a party wishes to discontinue his investment in the joint venture. Such options may for practical purposes be disregarded as long as no party intends to exit because the value of the “purchased” option would roughly be the same as the “written” option. However, if an exit becomes probable, this will change: the buyer will recognise a value gain and a similar increase in the cost price of the shares acquired because exercise of the option would form part of the consideration given. 

For the reasons above, we are not convinced that the change is within the scope of an annual improvement. 

We agree that the exemption shall not be extended to acquisition of associates because it is an acquisition of an equity instrument opposite to acquisitions resulting in control which are by definition acquisition of assets and liabilities. 

Issue 11 - Financial instruments - cash flow hedge accounting 

We agree that your proposal to use the term “hedged item” appears to add clarity. We notice that this is close to the wording used in AG99B which refers to hedged transactions rather than to the underlying cash flows.

 We are, however, not sure we understand the example provided in para 56 of your letter.
---oo0oo---

If you would like further clarification of the points raised in this letter, we would be happy to discuss these in more detail with you. 
Yours sincerely 

Eskild Nørregaard Jakobsen
Ole Steen Jørgensen

Chairman of the Accounting
Head of Department, FSR
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