= ol
C Ag i lnpnrh | e T F
gq fe 0 !ﬂ'rm'l:g:: GG cﬂ isation @
comploth inlrnaticralks
Mowunverrent

des Entreprises de France
MEDEF

Exposure-draft ED 4 Disposal of Non-Current Assets and Presentation of
Discontinued Operations

Overview of Acteo’s position

Acteo welcomes the convergence effort undertaken by the 1ASB. However we believe that no
subject should be dedt with on a piecemed bass. In our view, abandoned assets and operations
should not be left asde if consstency is to be ensured. We would therefore recommend that the
Board reopens the scope of the proposed standard, even if it should result in discrepancies
between US Gagps and IFRS to be maintained dightly longer and be resolved after 2005.

Acteo bdieves that financid Statements reflecting management’'s intent help users better assess
the entity future cash-flows. Acteo therefore supports a separate classfication for assets held for
sale as proposed in the exposure-draft.

However, Acteo does not support:
1 depreciation ceasing a the time the decison of saleis made,
2 present definition of a component qudifying for discontinued operations, the proposed
definition does not properly refer to the unit’ s business or geographica significance.

In order to ded with our concerns and nonetheless reach convergence, we hope tha our
recommendations would be shared with the FASB in view of a positive common outcome.
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Quedtion 1: Classification of non-current assets held for sale

Acteo’ s answer

We agree with the proposed separate classfication for assets held for sde. We beieve that
reflecting management’'s intent most often brings additiond useful information to users of
financid daements hdping them to assess more precisdy the timing and certainty of future
cash-flows. Designating and presenting separate information for assats held for sde is in our
view, one of those cases whereit is useful that management’ s intent be reflected.

We have reviewed the list of criteriathat are displayed in Appendix B. In our view:

. the main criterion is that the sde be highly probable snce on that probability relies
the level of certainty to be ensured to users, in our opinion al others subgtantiate that
probability;

. the circumstances that makes the sale highly probable can be summarised as follows:

management is committed to a plan to sdll: criteriaa), ©),
management has the ability to sall: criteriab), €), f)

. the timing of the sale is also a matter of significance to the usars of financid
datements, we however believe that a sde can be highly probable dthough its
outcome is expected to occur beyond a twelve month period and therefore do not
support the condition as being a key criterion for the classification of an asset as held
for sde. B2 adequatdly describe some of those circumstances. 12 months should not
be any magicd number, and circumstances where a sde is highly probable should not
be viewed as exceptions. We would therefore recommend that:

an as=t be classfied as hdd for sde only when the timing of the sde can be
reasonably estimated;

the sde be expected to be completed within twelve months, unless management
indicates and explains the reasons for alonger term in the notes.

We dso bdieve that key requirements should not be excluded from the main text of the standard.
Appendix B isin our view centrd to the proposed standard.
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Quedtion 2: M easur ement of non-current assets classified asheld for sale

Acteo’ s answer

We disagree with the proposed measurement of assets held for sde. We believe depreciation
should not cease as long as the assets are kept in active use. Depreciation, in our view, is essentia
to keeping profitability reliably presented in the income statement. We believe that assets held for
sale do not request to be valued differently from other assets and that IAS 16 and 36 requirements
provide adequate measurement bases. We believe that the sale decison may have an impact on
the useful life of the asst and that IAS 16 requirements ded with reflecting that impact
adequatdly. We dso bdieve that the sale decison is an indicator that the asset may be impaired
and hence cdlsfor an immediate impairment test.

To make the information fully useful to the usr of financid daiements we bdieve tha the fair
vaue less cods to sl (we beieve that “net sdling pricg’ was a better wording) should be
disclosed in the notes.

We agree with the dissenting views of two Board members who support ceasing depreciation only
when an asset is withdrawn from active use.

Quedtion 3: Disposal groups

Acteo’s answer

We fully agree that assets and ligbilities that are to be disposed of together in a sngle transaction
be treated as a digposal group.

Our answer to question 2 above removes any difficulty in deding with or without goodwill snce
we have recommended that no change be mede in the gpplication of both IAS 16 and IAS 36.
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Question 4: Newly acquired assets

Acteo’ s answer

We wedcome the consequentid amendment proposed to the find IFRS deding with Business
Combinations as we had requested that management’s intent be reflected in the valuation of assats
acquired through a business combination.

In a busness combination context, management will have no difficulty, within a short-time period
in a range of three months, to make sdling pats of the assats and ligbilities acquired, ether
through management's or anti-trust authorities decison, highly probable. The identification of
the exact perimeter of those assets or digposa groups to be disposed may however require more
time. Since an dlocation period for the cost of acquistion has been defined and is limited to a
twelve months period, we recommend that this delay be granted to management to precisdy
identify and value disposa groups of assets acquired in a business combination.

We agree with the three-month delay in dl other circumstances.

Quedtion 5: Revalued assets

Acteo’ s answer

Here again, our answer to question 2 solvestheissue. IAS 16 and 36 provide, in our view,
adequate va uation bases.

Quedtion 6: Removal of the exemption from consolidation for subsidiaries
Acteo’s answer

We agree with the remova of this exemption as we @nsder it condstent with the requirements of
the standard.
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Quedtion 7: Presentation of non-current assetsheld for sale Acteo’s answer

We agree that non-current assets classified as held for sde should be presented separately on the
baance sheet. We dso agree that assets and liabilities included in a disposa group should not be
offset and presented as a Single amount.

We believe usgful to recall that 1AS 1 requests assets and ligbilities to be divided into current and
non-current assets and that whenever management has indicated that a sale would occur beyond
twelve months after baance sheet date assets held for sde should be presented divided into two
Separate captions on the face of the balance sheet.

Quedtion 8: Classification as a discontinued oper ation
Acteo's answer

We disagree with the proposed definition of a discontinued operation as fitting any component of
the entity, ether digposed of or cdasdfied as hdd for sde, dnce the criterion of being
operaiondly and financidly separable is not sufficiently descriptive of the dgnificance of the
disposa group in terms of business.

Indeed such a definition is close to the definition of a cashrgenerating unit.

Identifying discontinued operations is designed to enhance the income statement predictive vaue.
Discontinued operations should therefore be defined as fitting ggnificant changes in the
operations perimeter, such as to influence the sengtivity of the entity to externd economic
segmental  factors. Discontinued operations should result from drategic decisons only wheress
disposa groups tha fit the component definition may arise from rationdisaion and cost-cutting
decisons.

We therefore bdieve that a disposd group qudifies as discontinued operations only if it meets
IAS 35 82 b) criterion, that is if it “represents a separate mgor line of busness or geographica
area of operations’.

Otherwise, separding income from discontinued ‘operations would lose dgnificance and
rdevance to the user of financid dSatements. Some operations would be consdered as being
discontinued quite frequently, if not in every single reporting period, resulting in a heavy burden
of restatements of al previous periods presented (need that is stated clearly in Question 8 wording
but tha remains implicit in the sandard itsdf) for the entity and a loss of rdevance and
understandability for the users of financid statements.



A o parkipaticn o
&G cleo sumsspess. %«
cormpiable inlermatansh -
ModLvernent

des Entreprises de France
MEDEF

Beyond the definition of a component and the criteria set out for discontinued operations §22
and 23), the illudrative examples and the bass for conclusons indicate that our concern is
shared with the Board. Our disagreement may hence be more a wording problem than a
technica issue. Indeed conclusons reached in examples 8 through 11 in the implementation
guidance seem to be in line with our comments and views.

In example 8 b) or 10 b), for instance, the brands are not considered as a component of the
entity because they are pat of a larger cash generating product group. We however do not
understand such a condition to be set out in the definition of a component of an entity. In that
example, it seems that not only a product group but aso product lines and brands do satisfy the
condition that their “operations and cashtflows can be clearly digtinguished, operationdly and
for financid reporting purposes, from the rest of the entity”. It is however clear to us that the
beauty care busness is a “separate mgor line of busness’ for the entity whereas single product
lines or brands in that line of business are not.

If the entire issue amounts to a wording problem, we recommend that the present IAS 35
wording be maintained as it does not raise any difficulty of gpplication or of understanding.

We fed however very cautious as the bads for conclusions indicate tha the definition of a
component islarger than the criterion stated in 1AS 35.

We therefore cdl for clarification and a grester consstency between the wording of the
standard itsdf and the examples and basis for conclusions.

Question 9: Presentation of a discontinued operation

Acteo’s answer

We prefer the dternative agpproach. A dngle amount, profit after tax, for discontinued
operaions on the face of the income statement ensures greater readability of the most relevant

figures in terms of predictive vdue. The detaled information set out in the notes is fully
adequate for the analyses that should be based thereon.



