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Dear Madam,

Exposure Draft ED/2010/11, Deferred Tax: Recovery of Underlying Assets – Proposed amendments to IAS 12
The Danish Accounting Standards Committee set up by FSR is pleased to respond to EFRAG’s Draft Comment Letter on the International Accounting Standards Board’s Exposure Draft ED/2010/11 Recovery of Underlying Assets – proposed amendments to IAS 12. 

We generally agree with the direction of EFRAG’s draft comment letter (DCL) as well as the responses suggested by EFRAG. We are very concerned about the tendency to make the standards more and more specific (“rule based”) and complex. In our opinion, a change of IAS 12 in the suggested direction will, once again, increase the complexity and the workload in connection with an entity’s preparation of the financial statements, due to the fact that preparers using the option to fair value assets in IAS 16, IAS 38 and IAS 40 according to the proposed amendments of IAS 12 must now presume each year that, from the outset, the assets mentioned are expected to be sold, unless there is “clear evidence” that the preparer will consume the economic benefits of the assets throughout their economic life. 
Application of this notion also raises the question, what is “clear evidence” from an audit perspective? Is “clear evidence” when management has expressed a strategy saying that investment properties are not sold except if an exceptionally high offer is received? How shall entities document “clear evidence” in front of regulators?

We understand that one of the reasons for the suggested amendments is to avoid subjective estimates of an entity’s expected manner of recovery of an asset (BC 20). We do not find, however, that the suggested amendments will satisfy this objective because, in our opinion, it is not possible to have “clear evidence” about future expectations.
Finally, we do not understand why it is the options in IAS 16, IAS 38 and IAS 40 to measure assets at fair value that are the determinant of the “rebuttable assumption”. In our opinion, the revaluation of an asset in itself cannot be a determinant; the determinant must at least somehow connect to the expectation of the entity. 
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If the above should give rise to any questions, please do not hesitate to contact us.

Best regards,
Jan Peter Larsen


Ole Steen Jørgensen

chairman of the 


Chief consultant, FSR

Accounting Standards Committee
