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1. Classfication of non-current assets held for sale

The separate classfication of non-current assets held for sae provides additional
information to usars of financid statements. It identifies that certain assets will

not provide ongoing cash flows as well as an estimate of short-term cash flows
from their disposd. Both of these are useful to those wishing to estimate future
cash flows for the entity (to the extent they are materid). We therefore agree with
this separate classfication.

2. Measurement of non-current assets held for sale

The measurement basis is gppropriate for non-current assets classfied as held for
sde.

3. Disposal groups

The proposa to measure adisposa group at the lower of its carrying amount and
fair vdue less cost to sl (for the group as awhole) is appropriate. If the fair
valueless cogt to sl of individua assets and liabilities were used, the difference
between the fair value less cost to sdll of the disposal group and that of the
individua assets and liabilitieswoud result in again or lossin the period of
disposd. Thiswould not be meaningful — and could be confusing.

The dlocation of any impairment loss for the digposal group to the carrying
amount of the non-current assets in the disposal group is aso appropriate.

4. Newly acquired assets

Asnoted in the Basis (paragraphs BC30 — BC35) most cases where newly
acquired assets are held for sde arise in abusiness combination. Thisissueis
most appropriately considered in the context of the project on business
combinations.

While we understand the conceptua argument for valuing newly acquired assets
a fair value and taking an immediate charge to earnings for the costs to sl
(paragraph BC32), measuring newly acquired assets held for sde at fair vaue less
cost to sell more accurately represents the business combination and is eesier to
understand. It is not clear that measuring newly acquired assets at fair value and
recording an immediate |0ss provides more ussful information.



. Revalued assets

In certain circumstances the proposals would seem to result in a different carrying
amount for an assat depending on whether it had been revalued prior to being
classfied asheld for sdle. If an assat held for sdleis measured at fair vaue less
cost to sell and had not previoudy been revalued, then any subsequent increasein
far vdueisonly recorded to the extent of recorded impairment losses (paragraph
12(b)). However, if the same asset had been revaued prior to being classfied as
held for sde, “any subsequent increase in fair vaue shdl be recognized to itsfull
extent”. There does not seem to be aclear basisfor this differencein
measurement.

. Removal of the exemption from consolidation for subsidiaries acquired and
held exclusively with aview toresale

The remova of the exemption is necessary for the accounting for these the assets
and liabilities of these subgdiariesin consolidated financid satementsto be
consstent with that of other assetsheld for sde.

This changes along-standing practice thet many fed isjudtified by the temporary
nature of the control (and consolidation) of the subsdiary as well as the cost and
effort of consolidating it. The Basis relies on consistency to support the removal
of the exemption and might be strengthened if the cost/benefit aspects were
addressed.

. Presentation of non-current assets held for sale

Separate presentation in the balance sheet of non-current assets held for sdeis
aopropriate. Separate classification (see Question 1) isonly of vaueif
communicated. While this could be done through note disclosure, separate
presentation in the balance sheet is more transparent and does not result in
excessve detail in the balance sheet.

Offsetting of the assets and liabilities of adisposa group would be ingppropriate
for Smilar reasons as for any other assets and ligbilities.

. Classification as a discontinued oper ation
The proposed criteriafor classfication as a discontinued operation are
appropriate. Current criteria are arbitrary and exclude many disposals, depriving

the financid statement user of information about the ongoing operations of the
entity.

. Presentation of a discontinued operation



While agreeing that disclosure on the face of the income statement generdly
provides more prominence to information than note disclosure, the additiona
amount of detall can make the income statement more complex and difficult to
read.

In evauating this trade-off, the information on continuing operations is more
important than that on discontinued operations. The one line presentation of profit
after tax for discontinued operations results in the same information on continuing
operations being presented in the income statement as does the ED proposal.
Further, the information on discontinued operations would be disclosed in an
integrated manner, rather than being dispersed across the income statement and in
note disclosure.

Presentation of discontinued operations as a Sngle, after-tax amount in the
income statement with more detailed disclosure in the notesis the preferable
option.

If the ED proposd isincluded in the final standard, an example of the proposed
income statement presentation might be useful.
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