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In July 2009, the Board issued Exposure Draft (ED) Rate-regulated 

Activities.  This slide reproduces the scope criteria proposed in the 

ED.  
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There was strong support for using the description of defined rate regulation in the 

DP as the basis for ongoing discussion about how best to report financial effects of 

rate regulation. This was because many respondents: 

• agreed that the description of defined rate regulation captured the common 

characteristics of a wide variety of schemes found in practice; and 

• suggested that the combination of rights and obligations created by defined rate 

regulation, as described in the DP, creates distinguishable economic conditions 

that may not be faithfully represented by current IFRS practice.

However, many respondents highlighted that some of the features were subjective 

and would be difficult to apply as scope criteria, which could lead to diversity in 

practice. The views of these respondents were further emphasised by feedback 

received from the IASB’s Consultative Group for Rate Regulation in its meeting in 

October 2017.
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This slide includes the definition of defined rate regulation that the Board will discuss at its March 

2018 Board meeting (Agenda Paper 9B can be accessed at: http://www.ifrs.org/-

/media/feature/meetings/2018/march/iasb/ap9b-rate-regulated-activities.pdf).  The Board is asked 

to tentatively decide which features of defined rate regulation are both necessary and sufficient for 

the creation of regulatory assets and regulatory liabilities. 

Agenda Paper 9B stresses that the existence of terms that bind both the regulator and the rate-

regulated entity (entity) is a necessary feature for the origination of regulatory assets and 

regulatory liabilities. The paper suggests the following aspects of the regulatory framework 

contribute to creating binding terms on both the entity and the regulator.  

(a) legislation;

(b) regulations or regulatory agreement; and

(c) regulatory decisions, and subsequent court rulings on those decisions that interpret the 

legislation and the regulations. 

The need for binding terms on both the entity and the regulator means that activities subject only 

to ‘self-regulation’ would not be included in the scope of the model (ie an entity cannot create 

enforceable rights and obligations with itself).  Some entities may need to exercise judgement to 

assess whether the process for setting and enforcing the rates is subject to: 

(a) the entity’s internal governance mechanism that binds neither the entity nor the regulator; or

(b) sufficient external oversight and/or approval through statute or regulation that creates terms 

binding both the entity and the regulator.  
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