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October was a particularly busy month for the IASB: five days of ‘normal
I dl meetings, three days of joint meetings with the FASB, three days of meetings on
the financial instruments project: a total of eleven days of meetings... a record!

All thishasgenerated a good deal of news, in particularregarding the project to
review IAS39. Beyond the GAAP here presentsall the important decisonsmade,
some of which have immediate consequencesforthe 2009 reporting period.

Enjoy your reading!

Michel Barbet-Massin Jean-LouisLebrun
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IFRS News

The newsis still dominated by the
revision of IAS39 - Fnancial instruments

Work on the finalisation of provisonsfor classfication and
measurement wascarried on throughout October, and
wascompleted at the normal monthly meeting. On

2 November 2009, the IASBissued the near-final draft of the
standard. Beyond the GAAP setsout the essential of these
decisionsin a special study (page 4).

A new request forcomments before the
publication of amendmentsto IAS37 -
Provisions

In July, afterlong months of discussion, the Board
approved the application guidance forthe measurement
of provisions. Thisguidance willamend current practice, as
they include taking account of a margin, which a third
party would charge in orderto assume the risk, in all cases.
Thisguidance willaccordingly be the subject of a new
exposure draft to be published in December, while a draft
of the future standard willbe placed on the IASBwebsite
during January.

The IASBintendsto avoid re-opening the debate on all the
otherdecisonstaken during the course of thisrevision,
including the recognition of any liability, regardless of the
probability that thisliability will materialise in an outflow or
the transfer of an asset.

During the joint meeting, the FASBexpressed great
reservationsabout thisdevelopment in IAS37 by the IASB.

Netincome and comprehensive income
joined in a single statement

The IASBand FASB have unanimousdy decided to prohibit
the presentation of netincome and comprehensive
income in separate statements.

An exposure draft should shortly be issued proposing a
limited amendment to IAS1 — Presentation of financial
statements, deleting the option of presentation retained
during the revison of thissame standard published in
September 2007.

Highlights

The definition of a discontinued
operation in IFRS5 may not be
amended after all

After analysisof commentsreceived on the exposure
draft changing the definition of discontinued operations
in IFRS5, the IASBhad decided to keep, asthe basisfor
presenting discontinued operationsin the statement of
comprehensve income, the reportable ssgment
presented in the notes(and no longerthe operating
segment defined in IFRS8 asproposed in the exposure
draft).

After joint discussonswith the FASB, the IASB finally opted
to leave the definition of discontinued operationsin IFRS5
unchanged. Aspart of the convergence project, the
FASB will shortly study whetherit would be appropriate to
amend the USGAAPto converge with IFRS5. The
definition of a discontinued activity in the USGAAP isnot
currently smilar to that used in IFRS5.

Additionally, the two Boardswill work togetherin order to
bring consistency to the noteson assetsheld for sale.

IASB and FASB restate their desire for
convergence

The joint meeting of the two Boardswasan opportunity to
restate theirdesire forconvergence in a number of
projects:

consolidation,

financial instruments—including derecognition,
insurance contracts,

presentation of financial statements,

fairvalue measurement specificationsetc.

Thisintention may push back the finalisation of certain
projectsby some months, without compromising the June
2011 objective, so that joint deliberationscan take place.

These joint meetings, which were hitherto held twice a
year, will in future be held monthly. The IASBwork plan will
be revised to reflect the decisonstaken in October.
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Presentation of financial statements

In Octoberthe IASBand the FASB jointly took some
important decisonsin preparation for the exposure draft
regarding the way financial statementsshould be
presented in future.

The line-by-line schedule that reconcilescash flowsto
comprehensive income hasbeen abandoned and
replaced by an analysisof changesin the main balance
sheet itemsduring the financial year (cash flows, accruals
not from remeasurements, valuation adjustments, and
otherchanges).

The statement of cash flowsshould be presented using the
direct method, while the reconciliation between the
operating result and operating cash flowsshould be
covered in the notes.

Fnally, demonstrating the impact of revaluations within the
gainsand losseson the statement of comprehensive
income hasreturned to the agenda. The method of
presenting of these revaluation impacts(in the notes, or
presentation of profit and lossaccountsin the form of a
matrix) hasnot yet been decided. The two Boardshave
identified the necessity of reaching an agreement about
what these "revaluation differences" should include.

Shaping the conditions of recognition of
revenue for construction contracts

The decisonstaken during October should have a
structuring impact on the recognition of revenue
envisaged by the IASBand the FASB, in particular as
regardsconstruction contracts.

To facilitate the application of the future standard, the
IASBhasdecided to base the allocation of the contract
sale price on the segmentation of contracts, and no
longeron the basisof the most detailed level of each
deliverable.

The segmentation adopted hasbeen defined on the basis
of the concept of goodsor services®old separately©

The different methodsof recognising revenue by the

Highlights

percentage of completion method ascurrently applied
are maintained for the recognition of revenue within a
segment.

These provisions, in addition to the indicatorsfor transfer
of control defined in September (see Beyond the GAAP
of September 2009), should make it possble to analyse
the scope and the method of application of revenue as
work progresses.

IAS 19 provisions on discount rates to
remain unchanged

On 20 August 2009 the IASBpublished an exposure draft
proposing to amend IAS19 provisionson the discount
ratesto be used when measuring employee benefitsin
an illiguid market in high-quality corporate bonds (see
Beyond the GAAP September 2009). The amendment
wasto have applied asfrom the financial yearsending at
31 December 2009.

The proposals, generally well-received by the public in
developed countries, were overwhelmingly rejected in
emerging countries. Assessing a hypothetical yield was
considered at once difficult, and unlikely to contribute to
the stated aim of improving comparability.

In consequence, the IASBeventually decided not to
finalise thisproject. The existing provisonsof IAS19
therefore remain applicable.

Thusin the absence of an active market in high-quality
corporate bonds, an entity should continue to use state
bond yieldswhen discounting post-employment
obligations.
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IFRS 9 or a first step into IAS39'sreplacement

The IASBhasissued on 2 November 2009 on itswebsite the near-final draft of the @lassfication and measurement©
amendment which will be Phase 1 of the replacement of IAS39. The new standard on financial instrumentsnow hasits
number: it willbe IFRS9!

Beyond the GAAP here offersan initial outline of the main principlesof thisamendment. We shall return in more detail to
the scope and substance of thisamendment in our next issue.

Object and scope of the amendment: the first surprise

We have long been familiar with the purpose of thisfirst amendment: the classfication and measurement of financial
instruments.

However, the recent IASBdecision to limit the scope to financial assetsisnew. The IASBhasexplained thisdecision as
being due to itsintention to converge with the position of the USstandard setter. It isalso probable that the Board
would like to have more time fordeliberationsbefore ruling on the subject of taking account of the own credit risk
componentin the measurement of financial liabilitiesat fair value.

In practice, thistherefore meansthat an entity which optsfor early application of thisamendment (see below) will only
apply it to itsfinancial assets. The existing provisons of IAS39 will still apply to financial liabilities (retention inter alia of the
provisonson embedded derivatives). The positioning of derivativesbetween these two textsremainsto be determined.

Retention of a mixed measurement method

The final verson of the amendment retainsa mixed measurement model based on two measurement categories:
Fairvalue,
Amortised cost, a category only available to debt instrumentsunder certain conditions.
Derivativesand equity instruments (shares) will therefore be measured at fair value. The elimination of the exception
which previously allowed measurement at cost for sharesfor which fairvalue cannot be reliably determined hasbeen

confirmed.

The following decision tree presentsan overview of the principlesof IFRS9. We will go after that in greater details.
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: Instrument within the .
Debt instrument scope of IAS 39 Equity instrument
A 4 A 4

Collection of contractual cash N PP 4 Trading?
flows? :

Cash flows rt_epr_esentati\_/e of a D ................. , B Q Option for OCI?
payment of principal and interest : 4
on specified dates? ‘

N

Eo e D _________________ , ressess

N

Fair value through P/L Fair value through OCI

A choice of two methods of presentation for the performance of equity instruments

By default, the impact of changesin the value of equity instrumentswill be recognised in profit or loss. However,
instrument by instrument, an entity may elect to present performance in equity (Other Comprehensive Income).
However, thisoption will not be available forthose investmentsthat are held fortrading, for which changesin fairvalue
must be recognised in profit or loss.

If thisoption ischosen, changesin fair value recognised in equity willnot be recycled in profit orloss. The income
generated by the instrument will remain irrevocably in equity (OCI), even in the event of disposal, except fordividends.

The Board hasthusavoided confronting the complex debate on the impairment of equity instruments. Insofarasall
performance (latent and realised) isrecognised in fairvalue on a single line in the statement of comprehensive
income (in profit orlossorin OCI), the removal of the recycling mechanism eliminatesany impairment requirements.

However, asa change to the ED proposal, the Board hasdecided to require recognition of dividendsreceived on
equity instrumentsin profit or loss. The Board hasdecided to distinguish:

the income received from the instrument (latent orrealised lossor gain) which may optionally be recognised in
equity;

from the income received on the instrument (dividend) which must be recognised in profit orloss, regardlessof
the performance presentation method chosen forthisinstrument.

B8 MAZARS
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Some debtinstruments measured at amortised cost, but the rest measured at fair value

For debt instruments, three conditionswill have to be fulfilled in order to classify the instrument in the amortised cost
category. If any one of these conditionsisnot met, the instrument asa whole willbe classfied in the fairvalue category
with recognition of changesin value in profit or loss. The elimination of the embedded derivative concept hasthus
been confirmed. The analysiswill therefore be carried out on the contract in its entirety.

Condition 1: The asset isheld under a busnessmodel which hasthe aim of collecting the contractual cash flows of
the instrument. Thiscondition should not lead to a prohibition on disposal before maturity (e.g. management of
insurance portfolioson the basisof duration), but it clearly excludesmanagement on a @eld fortrading@asis. The
analysisof thiscondition will not be conducted instrument by instrument but at a higher level of aggregation, at
portfolio level at least.

Condition 2: The financial asset providesa contractual right to receive cash flowsat specified datesthat are solely
paymentsof principal and interest on the principal outstanding. Thiscondition, based on the characteristicsof the
instrument, should mean fairvalue categorisation for instrumentswith a leverage effect (derivatives) and those
whose yield doesnot correspond to eithertime value (interest) orto a credit risk associated with the principal
amountsemployed for a fixed time period (e.g. the indexation of interest on an entity®@performance indicator).

Condition 3: The entity electsnot to use the fairvalue optionsfor thisinstrument. Remember that thisoption isopen
to entitieswishing to reduce an accounting mismatch resulting from a different measurement of two instruments
whose economic effectsshould offset each other.

Contrary to the proposalin the exposure draft, a debt instrument acquired on the secondary market at a discount
reflecting an existing credit risk will not necessarily be classfied in the fairvalue category.

The amendment adoptsa @ok-throughCG@pproach to instrumentscarrying a concentration of credit risk (asa result of
tranching mechanisms). Thusa part of the fund purchased would only meet the second condition insofar asitsassets
taken asa whole also fulfiled thiscondition. If the entity isunable to apply this@ok-throughCpproach, condition 2 is
not fulfiled forthe purposesof thisamendment. The instrument asa whole will then be classfied in the fairvalue
category.

Reclassification: prohibitionsand an obligation

In termsof reclassfication, the general principle isone of prohibition. In most casesthe entity will not be permitted to
reclassify itemsbetween the categories.

An exception isthe case of debt instrumentswhere reclassfication between fairvalue and amortised cost willbe

mandatory in the event of a change of busnessmodel (i.e. when the response to condition 1ischanged). However,
the Board seemsto think that such eventswill be inherently very infrequent.

B8 MAZARS
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Mandatory application put back

Following the decisionstaken on the ‘Impairment’ exposure draft (Phase 2 of the revison of IAS39), the date of first
application willbe delayed until financial yearsasof 1January 2013. Early application of thisamendment willbe
permitted.

The rulesfor transition, which isretrospective in principle, will be asfollows:

the date of initial application may be any date, at the choice of the entity, between issue of the amendment
and 31 December 2010. Thereafter, an entity may determine the date of initial application at the beginning of
the reporting period only;

the choice of optionsand other analyses (busnessmodelsetc.) should be conducted at the date of initial
application with retrospective effect;

asan exception, entitiesdeciding to apply thisamendment before 1 January 2012 will not be required to
present comparative years. In thisinstance the impact of changeswillbe observed in equity at the start of the
current reporting period.

Interaction with the other project phases

The IASBhasindicated:

that it willbe possble to apply a phase of the project early without early adoption of the subsequently
published phases;

that in the event of early adoption of a given phase, all the preceding phasesshould also be the subject of

early application.

On the basisof thisprinciple, and assuming that phase 2 and then phase 3 were to be published during 2010, an entity
could therefore choose between the following alternatives:

Early application permitted

IAS39 Phase 1
. Classfication & Phase 2 Phase 3
(phasesnot early applied) ) .
Measurement of Impairment Hedging
Fnancial Assets
Combination 1 X
Combination 2 X X
Combination 3 X X X
Combination 4 X X X
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Thistable suggeststhat it would be unreasonable to expect that comparability could be ensured before
1 January 2013, particularly asforreasons of smplification the table doesnot address:

the amendment which will tackle the treatment of financial liabilities;
the derecognition project;

changeswhich the Board might make to all these textsbefore theirmandatory application date with a view to
convergence with the FASB;

last but not least, the European Union endorsement processwhich might cause European entitiesto observe
different application datesfrom those envisaged by the IASB.

An appointment with Beyond the GAAP!

Asof next month, Beyond the GAAP will provide a first indication of the expected implementation issuesand the
anticipated date of implementation in Europe.

Main changescompared to the provisions of the exposure draft:
Exclusion of financial debtsfrom the scope of the analysis

Recognition of dividendson equity instrumentsin profit and losseven in the event of
opting for presentation in equity

Himination of the provisonsrelating to debt instrumentsacquired at a discount
reflecting an incurred credit loss

Partialabandonment of provisonsrelating to credit risk concentrations (tranching) in
favour of a @ok through@pproach.

Mandatory reclassfication between the fairvalue and amortised cost categoriesin
the rare case of a change in busnessmodel.

Change in the orderand description of the eligibility conditionsfor the amortised
cost category

Transtional methods

Date of mandatory initial application put back to 1 January 2013
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Draft standard on fair value measurement

In May the IASBpublished a draft ssandard on fairvalue measurement. The aim isto provide a single definition of fair
value for all IFRSs, and to bring togetherin a single standard the principlesof fair value measurement and the
application guidance forall casesin which fairvalue isused in the standards. The IASBhopesthusto clarify the
definition of fair value and to harmonise the measurement methods.

Thisprojectispart of the programme forthe convergence of the IlRSand the USGAAP, which iswhy the IASBproposals
are broadly based on the FASBruleson fair value measurement published recently (SFAS157).

The new standard doesnot intend to expand the scope of the principle of fairvalue beyond what isrequired in the
existing IFRSs, norto change the conditionsunder which fair value iscurrently used.

The future standard would apply to all the ssandardswhich make reference to fairvalue eitherasa mandatory or
optional measurement rule, or for disclosuresin the notes. However, the draft proposesto exclude from itsscope
paragraph 49 of IAS39, under which the fairvalue of a financial liability with a demand feature (e.g. a demand
deposit) cannot be lessthan the amount payable on demand, discounted from the first date that the amount could
be required to be paid. These provisonswill therefore be retained in IAS39. Further, IFRS2 islikely to be amended,
deleting the term @air value@nd replacing it with a word referring to different measurement principles.

The IASBalso hopesto enhance disclosuresabout fairvalue to enable usersof financial statementsto assess
measurement methodsused and to inform them about the reliability of the inputsused to derive those fairvalues.

The definitive version of thisstandard should be published during the second half of 2010 for prospective application
from 1 January 2012.

The main proposals of the exposure draft on fair value measurement

A new definition of fair value

The exposure draft definesfairvalue as@he price that would be received to sellan asset or paid to transfer a liability in
an orderly transaction between market participantsat the measurement date’.
The new definition thusestablishesthe principle of a fairvalue corresponding to an exit price.

In the case of an asset, an entity must measure it aswould a well-informed market seller; to measure a liability, the entity
must put itself in the place of an acquirer. The price correspondsto the price which would be received if the
transaction to sell the asset or transfer the liability took place in the most advantageousmarket to which the entity has
accessat the measurement date.

In the absence of an actual transaction at the measurement date, fair value measurementsshould be based on a
hypothetical transaction realised by a market participant in the most advantageousmarket forthe asset or liability.
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Establishing a fair value hierarchy

The exposure draft establishesa fairvalue hierarchy that prioritisesinto three levelsdepending on the use or otherwise
of a valuation model and the inputsto valuation modelsused.

Level 1 inputsare quoted pricesin active marketsforidentical assetsor liabilitiesthat the entity can accessat
the measurement date.

Level 2 inputsare fairvaluesbased on a valuation modelusing data directly observable in a (level 1) market or
that can be derived from observed prices;

Level 3 correspondsto fairvaluesdetermined through a valuation model which usesinputsthat are not based
on observable market data.

Disclosures

The draft standard introducesmore disclosuresin the noteson all the assetsand liabilitiesmeasured at fair value.

The effect on profit orlossor othercomprehensive income forthe period of componentsmeasured on the basisof a
model using significant unobservable inputs (level 3) should be presented in the notes.

Frst lessons from the comment letters
To date the IASBhasreceived 156 comment lettersin response to itsexposure draft. The first trendsare asfollows.

The idea of a standard intended to reduce the complexity of fairvalue measurement and standardise itsapplication
hasbeen generally well received, in particular snce thiscontributesto the objective of convergence of IlRSsand US
GAAP. Nevertheless, the draft hasreceived numerouscriticisms, related to:

the difficulty of answering the question of @ow@o measure at fair value without tackling the question of @hen®©
to use fairvalue measurement. Thisremark isgenerally akin to the idea that fair value measurement should be
closely linked to the economic model of the measuring entity;

the use of fairvalue for non-financial assetsand debts;

the concept of exit prices, considered particularly inappropriate for assetswhich the entity doesnot intend to
sell; forexample, assetsintended for use in the entity®@ongoing activities,

the inappropriate nature of exit pricesfor assetsmeasured at fair value at first recognition and laterrecognised
at amortised cost. Thispoint highlightsthe difference that may exist between an entry and an exit price, in
particular when they refer to two different markets, asmay be the case forbank loansoriginating in a primary
market and sold in a secondary market;

the transfer price, i.e. the price that a third party would pay to acquire the liability, asa reference for the fair
value of a liability. Thistransfer price would take into account the risk of non-performance associated with the
liability, i.e. the reasonswhich would prevent the fulfiment of the obligation, including the credit risk. The
measurement of a liability at fair value systematically introducesvolatility due to changesin credit risk. Further,
there are few casesin which the transfer price of a liability are observable in a market. Several commentators
have criticised thisdefinition, preferring the concept of repayment, being the amount required to extinguish the
obligation, which seemsto reflect more closely the fair value of a liability in the absence of any intention of
disposal.

The exposure draft hasalso been criticised for failing to take up the illustrative examplesof fairvalue measurement in an
inactive market, developed in the Expert Advisory Panel'sreport.
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Points for further discussion
Following the comment lettersreceived, the IASBproposesto re-open discusson of certain topicswhich were criticised.

The fair value measurement of debts

Thissubject wasdiscussed at length in the Discussion paperwhich preceded the draft, Credit Risk in Liability
Measurement. How to take account of credit risk changesin remeasurement subsequent to initial recognition isvery
controversal.

Forexample, the recognition of a gain in the event of deterioration in the credit quality of the issueriscounter-intuitive.

The reference to the most advantageous market

The exposure draft assumesthat the principal market isequivalent by default to the most advantageousmarket
because it maximisesthe gain from the transaction. Thispremise contradictsan approach which isbased on the entity®
economic model, and disregardscertain restrictionsin market access, the feasbility of the transaction because of
physical and legal constraints.

The measurement of unlisted equity instruments

The exposure draft on the classfication of financial instrumentsproposesto eliminate the exception which consists of
recognising at cost equity instrumentswhich have no quoted price in an active market, and for which fair value cannot
be reliably determined.

Thispointisalso under discussion in the context of the redrafting of IAS39.

The choice of inputs and valuation techniquesin determining fair value in an inactive market

The exposure draft considersthe particular case of fairvalue measurement in the event of an inactive market. Some
commentatorsconsider that the proposed provisionsare specific to the recent financial crisisand might not be relevant
in the future.

The single unit of account used for measurement

The exposure draft doesnot indicate how a block of assetsshould be valued.

Forexample, the sale of a share portfolio can attract a liquidity discount if the market isnot capable of absorbing the
guantity. Howeverin other circumstancesthe transfer of a block of identical sharescan be accompanied by a control
premium.

What is the fair value when the @ighest and best@se differs from the entity® current use?

The discussion should clarify the question of highest and best use. The draft standard proposesto measure an asset in
termsof itshighest and best use, and notitscurrent use. Some criticismspoint to the fact that the measurement of an
asset based on highest and best use could cause the assetto be recognised at an overvalued amount which would
not be consistent with the cash flowsit generates.

The opponentsof thisprinciple consderthat thisexcessvalue, even if it reflectsthe highest and best use of the asset,
should not be recognised. It complicatesthe valuation method and doesnot provide usefulinformation for the users of
financial statements.

Scope

Questionsremain asto the appropriatenessof excluding IFRS2 and 1AS39.49 on the fairvalue of a financial liability with
a demand feature.
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Conclusion

The aim of thisexposure draft isto bring togetherin a sngle standard the principlesof fair value measurement in IFRSsin
orderto reduce itscomplexity and standardise itsapplication. Thisisa praissworthy objective. However, it isdifficult to
measure allthe consequences. The draft goesfurtherthan the USproject, asthe reference to fairvalue ismore
frequent in IRRSsthan in the USGAAP. Thisisparticularly so for the original measurement of financial assetsand liabilities
and forthe recognition of certain non-financial assets (agricultural productsforexample).

Hence though thisdraft doesnot propose to amend the scope of fairvalue measurement, it doesput forward certain
amendmentswhich could have an impact on the valuation techniquesadopted by entities, particularly for non-
financial liabilitiesand assets.

The exposure draft also requiresan entity to provide disclosuresthat would enable financial ssatements usersto assess
the impact of instrumentswhose fairvalue isdetermined using inputswhich are not observable in a market. This
additional requirement could represent a considerable burden of work for preparers.

Subscribe to Beyond the GAAP

Beyond the GAAP, MAZARS monthly newsletter on accounting standardsis 100%free.

To subscribe, send an e-mail to doctrine@maczars.frincluding:
Your first and last name,
Yourcompany,
Your e-mail address
You willbegin receiving Beyond the GAAP the following month by e-mail in pdf format.

If you no longer wish to receive Beyond the GAAP, send an e-mail to doctrine @mazars.fr with “unsubscribe” asthe subject of your message.
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Improvements to IFRSs, 2009 project

On 26 August 2009 the IASB published itsthird annual IFRSimprovementsproject and called forusersto submit their
commentsby 24 November 2009.

The exposure draft on improvementsfor 2009 proposes 15 changesto ten standardsand one interpretation. The main
changesproposed relate to consolidation and busnesscombinations.

Recognition of contingent consideration not determined at the date of a business
combination under the former IFRS 3

Underthe former IFRS 3, contingent considerationsare included in the acquisition costswhen paymentisprobable and
itispossible to assessthe amount reliably. Thusadjustmentsin the consideration on acquistion affect the consideration
forthe businesscombination without time limit.

In the revised standard, contingent considerationsare included in the determination of the fair value at the acquistion
date, even if they are potential in nature. Beyond the allocation period, any change in the debt corresponding to
contingent consideration isreflected in profit or loss.

The question ishow adjustmentsin the consideration transferred on acquisition accounted forunderthe previousIFRS3
should be treated once the new standardsIFRS3Rand IAS27Rare applicable (see question no 33 of ourbrochure
"Businesscombinationsand consolidation: —a summary of the new standardsin 40 Q&ASs"). In thisinstance, the IASB
proposesto continue to recognise changesin the corresponding debt against goodwill.

Treatment of voluntarily exchanged share-based payment awardsin the acquiree
against share-based payment awards in the acquirer

In itsanalyssof the costsof busnesscombinations, the revised IFRS3 distinguishesbetween the following two stuations:

the acquirerisobliged to exchange shared-based payment awardsin the acquiree for share-based payment
awardsin the acquirer,;

the acquirer voluntarily exchangesshared-based payment awardsin the acquiree for share-based payment
awardsin the acquirer.

In the first case, the replacement costisanalysed aspart of the busnesscombination, for the portion of the rights
already acquired by the employees. In the second case, replacementisconsdered asa modification of the plan, not
aspart of the consideration transferred in the businesscombination.

The IASBproposed that the two casesshould be treated identically. Thus, whether the exchange of share-based
payment awardsisobligatory orvoluntary, a part at least of the replacement costisincluded in measuring the
consideration transferred in the busnesscombination.
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Measurement of non-controlling interests

The amendment aimsto clarify that the choice of measuring non-controlling interestseither at fair value or at the non-
controlling interest’sproportionate share of the valuesattributed to the acquiree’sidentifiable assetsand liabilitiesat
the date of the businesscombination appliesonly to instrumentsthat are entitled, at the date when control passes, to a
proportionate share of the assets, i.e. only to minority interests (the securitiesexisting at that date)

Otherinstrumentsthat meet the definition of a non-controlling interest, such asshare-based payments, the equity
portion of a convertible bond, stock optionsetc. should be measured at fairvalue orin accordance with the
applicable IFRRSs(e.g. IFRS2 for share-based payment awards).

Accounting for investmentsin associates

The Board hasindicated the accounting treatment applicable where an entity holdsan investment in an associate a
portion of which isheld through the intermediary of a venture capital organisation! which hasopted to measure these
investmentsat fair value in profit or loss.

The question then arisesof whetherthe entire investment in the associate should be recognised by the equity method,
which would have the effect of eliminating the exception authorised forthe venture capital entity, or whether the two
portionsof the investment can be measured differently (fair value for the investment in the venture capital organisation,
and the equity method for the direct holding).

The Board proposesto adopt the second approach, but emphasisesthat significant influence should be assessed when
taking account of the two portions.

Example:

Entity A holds 15% of entity Band controls a venture organisation which itself holds 25% of entity B. Entity A exercises
significant influence on entity B. The investment in B held by the venture capital entity is measured at fair value
through profit or lossin its accounts. In the accounts of A, the venture entity® holdings in B are measured by the
same method (i.e. fair value through profit or loss) while the investment in B held directly by A is measured by the

equity method.

Application of IFRS5 in the case of loss of significant influence or of joint control

By analogy with the treatment of lossesof control under IFRS5 (i.e. subsidiaries), the IASB proposesthat an entity should
classfy itsinterestsin an associate or a jointly controlled entity asheld for sale when it iscommitted to a sale plan
involving lossof significant influence or of joint control.

Example:

Entity A holds 25% of entity B. It decidesto sell 10% of sharesin B, which will result in a loss of significant influence. In
thisinstance, the entity must classify all itsinterests asan asset held for sale and present them on a separate line at
the bottom of the statement of financial postion.

1 Or mutual funds, unit trustsand similar entitiesincluding investment-linked insurance funds.
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Other proposed amendments

Sandard Summary of proposed amendment

IFRS 1 - IFRS 1 Frst-time
Adoption of International
Fnancial Reporting
Sandards

Requiresan entity first adopting the standard that changesitsaccounting
policiesoritsuse of the exemptionscontained in IFRS 1, after publishing
interim accounts, to explain these changesand to update the
reconciliations (previousaccounting standard/IFRS) published previously.

Authorisesan entity first adopting the standard to retain asa deemed
cost any revaluation occurring during the period covered by the first IFRS
statementsbut afterthe date of transition.

IFRS 7 - Anancial instruments:

disclosures

Clarifiesthe level of disclosuresrequired about the nature and extent of
risks arising from financial instruments.

IAS1 - Presentation of
financial statements

Indicatesthat an entity must present the detail of the componentsof
changesin equity eitherin the statement of changesin equity orin the
notesto the financial statements.

IAS8 - Accounting Policies,
Changesin Accounting
Estimatesand Erors

Harmonisesthe terminology of the standard with that of the forthcoming
conceptual framework.

IAS27 - Consolidated and
Separate Fnancial
Satements

Clarifiesthat an entity establishing separate IFRSstatementsmust apply
the provisionsof IAS39 (and not IAS36) to test the amount of its
investmentsin subsidiaries, jointly controlled entitiesand associatesfor
impairment; it matterslittle whetherthese investmentsare recognised at
cost or at fairvalue through profit or loss.

Indicatesthat the amendmentsto IAS21, IAS28 and IAS31 resulting from
the revised IAS27 in January 2008 should be applied prospectively.

IAS34 - Interim Fnancial
Reporting

Emphasisesthe level of disclosureswhich an entity must provide in its
consolidated interim financial statements, in particular for financial
instrumentsand fairvalue.

IAS40 - Investment Property

Removesthe requirement to transferinvestment property to inventory
whenitisdeveloped for sale.

Providesindicationson the recognition of investment property which an
entity proposesto sell. Thisproperty should be accounted forunder IFRS5
if the criteria for classfication asheld for sale are met. Otherwise (i.e. if the
criteria for classfication asheld for sale are not met) they will continue to
be recognised underIAS40 but will be presented separately in the
statement of financial postion. Disclosuresunder IFRS5 would then be
required.

IFRIC 13 - Customer Loyalty
Programmes

Clarifiesthe meaning of fair value in the particular case of customer
loyalty programmes.
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Events/publications

. _ L Fequently asked questions
Mazars Insight — Business combinations phase I

The IASB hassubstantially amended the accounting

principlesfor busnesscombinationsand consolidation. The IASTIFRS

revised IFRS3 and IAS27 are effective forannual periods How should we treat a finance lease contract which
beginning on or after 1 July 2009 (earlier application is takeseffect on completion of construction (carried out
permitted). The essential aspectsof these amendmentsare by the lessor)?

presented in a new MazarsInsight: "Businesscombinations
and consolidation —Key pointsof the new standardsin 40
guestionsand answers".

Thispublication isavailable free on request.

Accounting treatment of a programme of infrastructure
inspection and repair;

Must the consolidated comparative statement of
financial postion be restated when a subsidiary

“IFRSNews” Seminar classfied asheld forsale ceasesto be so?

The next session organised by Francis Lefébvre Formation Can goodwillimpairment accounted for, due to the
focusing on IFRRSnews will take place in Parison application of IFRS5, be reversed afterthe decison not
18 December 2009. to classify any longera group of assetsasheld forsale?

Deferred taximpact of the new ltalian fiscal measures

Registration formscan be obtained from FancisLeféebvre on property revaluations

Formation, 13-15 rue Viéte, 75017 Paris
—www fIf fr +33 (0)1 44 01 39 99.

Upcoming meetings of the
IASB, IFRIC and EFRAG

IASB IRIC ERAG

16 - 20 November 2009 5-6 November 2009 11-13 and 16 November 2009
14 - 18 December 2009 7 -8 January 2010 11 - 11 December 2009

18 - 22 January 2010 4 -5 March 2010 27 - 29 January 2010

Beyond the GAAP ispublished by Mazars. The purpose of thisnewsletteristo keep readersinformed of accounting developments. Beyond the GAAP may underno circumstancesbe
associated, in whole orin part, with an opinion issued by Mazars. Despite the meticulouscare taken in preparing thispublication, Mazarsmay not be held liable forany errorsor omissions
it might contain.

The drafting of the present edition wascompleted on 2 November 2009.
MAZARS- October 2009



