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Re : Review of the operational efficiency and dffemess of the IFRS Interpretations Committee SGHR)

Dear Madam or Sir,

The ANC welcomes the review undertaken by the ®esstregarding the operational efficiency and
effectiveness of the IFRS IC.

The ANC notes that IFRSs aim at being principleeblastandards that are applied in varying and variou
economic and legal backgrounds. In such a contbgt, ANC supports the objective of the IFRS IC of
avoiding a rule-oriented environment.

Even though the limited number of interpretatiossued appears to contribute to that objective ethee
some concerns around the consistency and the tnaamsy of the whole process, for instance in tesfrthe
background, number and nature of the request stdahtiv the IFRS IC, in the assessment of the agenda
criteria and its documentation as well as on thedimg, the time given to respond and the conseqsent
the rejections issued by the IFRS IC. In additihrere are some general concerns as regards theofeve
application guidance within IFRS and, in the caba ¢ack of guidance, the body (IASB or IFRS IC) to
which the issuance of such guidance should be &ietiuto. In this context, in terms of the IFRS IC’s
activities, the ANC, in its comment letter on thitegia for annual improvements dated“@3ecember 2010
and attached as an appendix, has expressed sonemaitherefore, more should be done in orderdaren
the robustness and the transparency of the proédss, in view of the principle-based nature of the
standards and of the growing number of jurisdigiamposing or authorising the use of IFRS, a better
selection should be done of the issues that shimittealt with on an international level.

Our detailed comments on the questions posed iquéstionnaire are set out in the Appendix to l#tisr.
Should you wish more information regarding our agrsywdo not hesitate to contact us.

Yours sincerely,
‘ﬁc{gif
Jérbme HAAS
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MINISTERE DE L’ECONOMIE
DES FINANCES ET DE L’INDUSTRIE



1. Objectives and scope of activities of the Interprettions Committee

1. The Committee’s stated objectives and scope oVitdes are appropriate to assist the IFRS
Foundation and the IASB in meeting the objective ppbmoting the use and rigorous
application of IFRSs.

2. The Committee understands its objectives and hossethlink with those of the IFRS
Foundation and the IASB. This is reflected in thedtioning of the Committee.

3. The Committee’s activities appropriately reflestabjectives.

4. The Committee’s experience and expertise are hadfiggently and fully utilised by the IASB

The ANC notes thatthe IFRIC reviews newly identified financial reporting issues not specifically
addressed in IFRSs or issues where unsatisfactory or conflicting inter pretations have devel oped, or
seem likely to develop in the absence of authoritative guidance, with a view to reaching a consensus
on the appropriate treatment” (IFRIC Due process handbook § 5).

Avoiding a rule-oriented environment

IFRSs are standards which aim at being appliedsacaowide number of jurisdictions. As such,
they need to be based on principles that are beaadgh that they may be applied as consistently
as possible in the context of each of those jurtgmhs. It follows that a certain degree of divigrs
therefore is acceptable because it is inevitablgaw of the differences in and specificities ofdb
and/or regional legal contexts of the jurisdictiomsere IFRSs are applied. The ANC recognises
that such balance is difficult to achieve and tthe# due process handbook also states timat “
providing interpretative guidance, the IFRIC is not seeking to create an extensive rule-oriented
environment” (IFRIC Due process handbook 8§ 6). The ANC considkat the IFRS IC has so far
been rather efficient in this respect, when congidethe number of interpretations issued since its
inception as compared to the number of requestohemittee has dealt with. The ANC does
however have some concerns as regards the numloejeofion decisions in the sense that some
issues could well have benefited from some fornmtdrpretation or guidance as well as the fact
that some rejections may in effect be considerdzbttquasi-interpretations”.

However, with more jurisdictions intending to addBRS in the coming years but also with the
numerous and significant new upcoming standardshamdconcepts, one may wonder whether the
IFRS IC will be put under more pressure to issuerpretative guidance. It is in any case all the
more important that the IFRS IC keeps the objectiv@voiding a rule-oriented environment in
mind and that its due process is robust enoughgpat such an objective. In this context, one may
consider that if IFRSs are principle-based and igh lquality, the issuance of interpretations or
guidance should remain marginal. Accordingly a he¢a needs to be found as regards the
appropriate level of guidance to be issued togethibra new standard as evidenced by respondents
in their comment letters to the IASB.



One way of reinforcing the robustness of the precgeuld be that, when IFRSs are issued, a
number of years of application would be effectivefdoe post-implementation reviews are

conducted to identify the issues that would havbedalealt with. In this context, the issues would
be analysed and differentiated between practisakess, which would be a matter of implementation
and maybe at a local level because of the spdm@Bcof the local context, and more fundamental
issues, in which case the solution would lie in adieg the standards.

In this respect, the ANC notes that, although ®bthe due process handbook states ttiet 'ASB

staff maintain liaison with national standard-setters (NSSs) and national interpretative groups
(NIGs) to identify interpretative issues that the IFRIC might need to consider”, this has, in effect,
happened on a very infrequent basis, even thoutfteifrebruary 2006 “Statement of Best Practice:
Working Relationships between the IASB and othecdAmting Standard-Setters”, it is recognised
that National Standard Setters should be famili#th ihe implementation of IFRSs in their
jurisdiction. Therefore, in the spirit of the IASBStatement at the September 2010 World Standard
Setters Meeting, there is a case for involvingorati standards setters more.

Scope of IFRS I C activities - Annual improvements versus interpretations

The ANC would like to refer the Trustees to its cems about confusion between annual
improvements and interpretations expressed ireitsrl dated 23 December 2010 (also attached as
an appendix to this letter) regarding their coraidh on the criteria for the annual improvement
process without repeating those concerns in theeptdetter.



2. Membership

5. The Committee has a sufficiently broad range oflective expertise, experience and
geographical balance to ensure its effective anfici@it operation. The Committee
membership achieves an appropriate balance of bmakds and experience.

6. The size of the Committee is appropriate to achdiversity of experience and background
without being too large.

The ANC notes that the IFRS IC’'s membership covarsvide range of geographical and
professional background and expertise.

Regarding professional background and expertise, ANC notes the absence of users in its
membership.

As for geographical backgrounds, some members doone jurisdictions which do not yet apply
IFRSs. Whilst we recognise the importance of urtdading different jurisdictional backgrounds
and practices, especially in the context of mutioreal companies, we refer the Trustees to the
proposals we will formulate in our response to rtt&rategy review by 24 February 2011. The
ANC does not have any specific comments regardiagize of the IFRS IC.

3. Operating procedures

7. Committee meetings are efficient and effectivesims of :
a) Frequency ;
b) Length;
c) Geographical location (London) ;
d) Quality and agenda material ;
e) Quantity of agenda material ;
f) Timely provision of agenda materials (observer spte

8. There is high quality participation and interactiorthe discussion by Committee
Members in reaching consensus.

9. Committee meetings are productive and achieve thkipotential.

10. The Committee is optimally placed to meet the fetdemand of stakeholders.

The ANC notes that the frequency and length of IFRS IC’s meetings largely depend on the
number and extent of the issues and tasks entristéd(ie at present such as dealing with the
annual improvements). In this respect, the curometto-two day meetings six times a year do not
appear inadequate.

In terms of the agenda material, the ANC would ligkedraw the attention to the fact that some
papers, in the way they are worded, may in faderaven more questions or divergences, thus
leading to potentially more issues in terms ofrtipeitential consequences. Therefore, the status and
wording of such papers may benefit from some ctatiion.



Moreover, the ANC has concerns as regards thepaaescy of the process leading to an issue
being presented to the committee, such processurrview, impairing the quality of the agenda
material. These concerns relate to the followiseats :

- Absence of a public list of “backlog” issues ;

- Absence of information regarding the geographicad arofessional background of the
issues submitted to the committee;

- Insufficient description of the work carried out the staff to assess the agenda criteria: who
was consulted (audit firms, national standard sgttethers...), what the responses were
(with geographical analysis, etc..).

4. Agenda criteria

11.The criteria for the Committee’s interpretative ag@ are appropriate and adequate.
12.The agenda criteria are applied appropriately amsistently.

The ANC considers that the criteria for the IFRSsl@hterpretative agenda are not always
appropriately nor consistently applied, especisihce the assessment process is, in our view and as
indicated in our answer to question 3, insuffidigdibcumented and transparent.

For instance, regarding the assessment of whetheissue is widespread and has practical
relevance, the ANC thinks that such an assessmpitatly needs to be better documented and
evidenced in terms of how the assessment was petbr(requests/outreach to NSS, auditors,
regulators, preparers, users) and what the answezes

We also note that in some instances such as rgcentlthe issue of put oE)tions on minority
interests, the ANC responded to the tentative ametetision (letter dated"4October 2010)
arguing that the IFRS IC had not appropriately mgopits criteria and objectives (impossibility for
the IFRIC to resolve conflicts between standards#) was also, in effect, producing a “quasi-
interpretation”. It is therefore important that theposed wording for rejections are not worded so
as to appear to be interpretations. We understatddther cases exist in this respect.

The ANC also notes that the majority of rejectians based either on the fact that the standard is
clear and/or that no diversity is expected in pcacand also on referrals to the Board to treat the
subject be it through the annual improvement po¢eew carried out by the IFRS IC) or because

the Board has a project on the subject. Givendhk of status of such rejections, constituents are
left with a number of open questions, for instance

- when a standard is considered to be “clear” but ¢cbmpany was not applying the
accounting treatment, what are the consequences ?

- when a subject is rejected based on the fact leaBbard has a project on the subject, what
happens when the said-project drags on or doedeabtwith the issue ?



5. Outputs from the Committee

13.The interpretations issued and annual improvempriaposed meet the needs of the
IASB and the IFRS Foundation.

14.The interpretations issued are effective (their bemfrequency and content) in meeting
the needs of constituents.

15.The annual improvements issued are effective (th@mber, frequency and content)|in

meeting the needs of constituents.

16.Agenda decisions are issued when the Committeeleeciot to take an issue ontol|its
agenda. Some of these agenda decisions do notggr@py further action. The content
of such agenda decisions is appropriate and seffievhen :

a) The Committee believes the standards provide serffiguidance ;
b) The Committee is unable to reach a consensus.

17.The consultative due process for agenda decissoagpropriate and sufficient.

The ANC has, in its answer to question 1 on obyestiand scope, already stated that it considered
that the IFRS IC has so far been rather efficieravioiding a rule-oriented environment as regards
the issuance of interpretations. However, the AN that the degree of importance/significance
of the interpretations varies significantly fromeoimterpretation to another and that some rejestion
could have benefited from some form of interpretatas well as the fact that some rejections may
in effect be considered to be “guasi-interpretatiorMoreover, the ANC notes that lengthy
discussions may occur with regard to some issuetno result.

As regards annual improvements, we refer the Tesste our letters datedDecember 2009 and
239 December 2010 regarding the criteria for annugréwements [The letter dated®?Becember
2010 is attached as appendix to this letter], aafpe@s regards the ANC’s concerns regarding the
difference between interpretations, annual impraseisiand other Board amendment projects.

As regards agenda decisions, the ANC notes th@tdag consultation period is often too short a
time to answer a tentative agenda decision, edpecigthin the context of significant IASB
projects submitted to consultation at the same,teng&tuation that has been constant over the last
three to four years.

As previously mentioned, the ANC notes that thediay of some of the agenda decisions is, in
effect, a quasi-interpretation. Others misrepregbatactual description of the facts to actually
come to conclusion, for instance the existence obralict between standards in the case of the
recent tentative agenda decision regarding pubogton non-controlling interest (as referred to in
guestion 4). In the latter case, although the IFR8id actually take action based on the comment
letters received, the ANC wonders how such a teetatecision could even have been published in
the first place, taking into account the IFRIC Rrecess Handbook.

As regards agenda rejections, the ANC notes thieultfy such rejections pose, depending on the
way they are worded and the reasons for the rejgcin terms of their status and their accounting
consequences.



6. Communications

18.The Committee’s communications are optimal andcéffe (IFRIC Update and post
meeting podcast).

19.When appropriate, the Committee and/or the Comenitiaff liaises effectively with
other similar interpretations bodies and Natiortah8ard Setters.

—

20.The Committee’s activities are sufficiently transgrd to stakeholders.

The ANC does not have any specific comment as dsgdue IFRS IC’s external communications
(Update and podcast).

We refer to our answer to question 1 on scope dmective as regards the appropriateness and
effectiveness of the liaison with other similareirgretations bodies and National Standard setters.

In terms of reinforcing transparency of the IFRSsl@ctivities, the ANC would like to suggest that

a list of issues be made public and updated whenrequests are made, together with the tentative
dates at which the issues are intended to be dkbate

7. Leadership

21.Please rate the effectiveness of the Chair :
a) Discussions are at the appropriate level of detail
b) Discussions are focused on the right issues ;
c) Issues are identified and deliberated in a timaly effective manner.

The ANC does not have any specific comment inrgspect.

8. Interaction with the IASB

22.The Committee interfaces effectively with the IASB.

23.The IASB responds effectively to the IFRS Interatieins Committee’s
recommendations.

With the exception of the concerns raised in ottetedated 28 December attached to this letter as
regards confusion between standards’ amendmentsabhimprovements and interpretations, the

ANC does not have any other specific comment ipeetsof the interaction of the IFRS IC with the
IASB.



9. List three aspects of Committee’s activities thatin your opinion, are
working best.

The ANC recognises that the IFRS IC has so fardmabissuing interpretative guidance leading to a
rule-oriented environment in terms of the numbemtérpretations and encourages the IFRS IC to
pursue in this manner, with the caveat that rejestishould not be worded so as to be “quasi-
interpretations”.

The external communications put in place in teripublic meetings, IFRIC Update and meeting
podcast appear adequate.

10.List three aspects of Committee’s activities thatin your opinion, are in the
most need of improvement.

The ANC has concerns about the transparency, apatepess and consistency of the process and
of the assessment of the agenda criteria, espeniathe assessment of the widespread nature of an
issue and its practical relevance.

The ANC is concerned that some tentative and fagginda decisions are worded in such manner
that they are “quasi-interpretations”. Moreover #tatus and accounting consequences of such
decisions appears unclear depending on the reasovisled for the rejection.

The ANC notes that a 30-day consultation periodegards tentative agenda decisions appears too
short, especially in the context of significantethASB consultations.

11.Do you have any suggestions on improving the proceesf assessing the
Interpretations Committee ?

The ANC does not have any comments regarding theeps of assessing the IFRS IC.



