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Consolidation exemption for investment
entities

The planned convergence with the FASBhasovercome the
IASB'soften-repeated determination to refuse any
consolidation exemptionsto investment companies.

Investment companiesmeeting certain conditions—broadly

inspired by the existing USstandards—willbe able to

measure at fair value sharesin entitiesover which they have

exclusive control.

The scope of the future standard on
revenue recognition hasbeen defined

Originally, the revenue recognition project wasto apply to
all activitiesof whatsoever kind. However, the discussion
paper, without adopting any position, revealed some
possble exceptions.

Thistime, the IASBhasdefined the scope of application of
the future standard. It will exclude those insurance
contracts, financial instruments, leasesand guarantees
which currently fall within the scope of IFRS4 (Insurance)
and IAS39 (Fnancial instruments).

Disclosures on investments excluded from
IAS 39

Existing standardsand the current exposure draftswhich
addressthe issue of investmentsin controlled entities
(subsidiaries), in joint controlled entities (joint ventures) and
entitiesunder significant influence (associates) require the
same type of disclosuresin the notes.

To make thisinformation clearer and more rational, the IASB

hasdecided to bring together all the disclosuresto be
provided in the noteson these investmentsinto a separate
standard, which will also coverdisclosureson operations
under joint control (ED 9).

Highlights

IFRS News

Derecognition of "repos"

The principle set out by the IASBfor the derecognition of
financial instrumentswould lead, if it were applied without
exception, to the treatment of a loan guaranteed by the
sale of assetswith the obligation to repurchase ("repos’),
not asa debt guaranteed by assets, but asa sale of assets
accompanied by a forward purchase.

In February 2010, the IASBhasdecided to allow an
exception to the derecognition principle for“repos’.

Publication of draft standard on
provisions

On 19 February 2010, the IASB published a 'working draft'
IFRSwhich will replace IAS37, Provisions, during the 3
quarter of 2010.

Thisdraft incorporatesall the proposalsof the exposure
draft entitled Measurement of liabilitiesin IAS37 published
on 5 January 2010. There are no new developmentsto
report since the publication of the special study in the
January 2010 edition of Beyond the GAAP.

Thisdocument, which aimsto give readersa generalidea
of the future standard, can be accessed at:
http://www.iash.org/NR/rd onlyres/ 3C 00FC 6B-F8E3-4826-
82B4-3580989B31EA/ 0/ IFRSLiabilitie sworking DraftFeb 10.pd f

IFRSadoption in the US... in 2015 at the
earliest!

During itsmeeting of 24 February, the SEC returned to the
question of convergence with IFRSs.

The SEC repeated that it still believesthat a single, high
quality, global corpusof accounting standardswould be
of benefit to USinvestors.

It acknowledges, inter alia, that IFRRSsare the best placed
to fill the role of global standards, and continuesto
encourage the convergence of USGAAP and IFRSs.



Accordingly, the SEC hasasked itsstaff to draft and carry
out a work plan which, in combination with the completion
of existing FASBand IASBconvergence projects, should
enable it to take a decision in 2011 on the adoption of
IFRSs by USlisted companies.

At the very earliest, these companiesshould be obliged to
apply IRRSsin presenting theiraccountsfrom the financial
year 2015.

The SEC'sstatement supporting convergence towards
globalaccounting standardscan be accessed at:
http://www.sec.gov/rules/other/2010/33-9109.pd f

Publication of the new IASCF constitution

On 15 February 2010 the IASCFpublished an amended
verson of itsconstitution. Thisannouncement bringsto a
close the revision of the IASCFconstitution which began in
2008, not least in order to reflect the spread of IFRSsto
more than 100 countries.

The issuesof the organisation'stransparency and public
responsibility were the key to the objectivesof the project,
which wascarried out in two stages.

The first phase of the revison of the IASCFs constitution
introduced a Monitoring Board consisting of
representativesof the European Commission, the SEC, the
Japanese regulator (FSA) and the International
Organization of SecuritiesCommissons (OICV-IOSCO).

The role of the Monitoring Board isto ensure that members
of the IASCFactin accordance with the consgtitution, and
to approve the appointment (orre-appointment) of its
Trustees.

Highlights

The constitution wasalso amended in order to revise the
geographical distribution of the 15 membersof the IASB.

The main changesin the second stage of the review,
which take effect asof 1 March 2010, are asfollows:

introduction of three-yearly public consultations
on the programme of work;

a commitment to a 'principle-based' approach
to accounting standards;

the introduction of an emergency procedure for
drafting standardsunder exceptional
circumstances, and only afterapproval by at
least 75% of the Trustees.

The IASC Foundation hasalso decided to change its
name to the IRSFoundation. Likewise, the IFRIC and the
SAC respectively will in future be known asthe IFRS
Interpretation Committee and the IFRSAdvisory Council.
However, the IASB will retain its existing name.

Finally, the Trusteesannounced theirintention to carry out
the following projectsin the near future:

a review of the strategic of the IlRSFoundation
(formerly IASCF);

an assessment of the reformsto the IFRSAdvisory
Council (formerly SAC);

a review of Trustee oversight effectiveness.

The revised constitution isaccessible using the following
Internet link:

http://www.iash.org/NR/rdonlyres/ B611DD9A-FAFB-4A0D-
AEC9-0036F6895BEH 0/ Constitution2010.pd f

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

To subscribe, send an e-mail to doctrine @mazarsfrincluding:
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 azarsfrwith “unsubscribe” asthe subject of your message.
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Leases: where are we now?

In March 2009, aspart of a joint project, the IASBand the FASBpublished a Discusson Paper (DP) entitled Leases:
Preliminary Views. ThisDP mainly addressed the accouting for leasesin the lessee'sfinancial satements, the two Boards
having deferred consideration of lessoraccounting (formore detailsof the DP, see Beyond the GAAP No 21 - March
2009).

During the comment period, the DP attracted much attention, the two Boardsreceiving no fewer than 302 comment
letterswhich can be consulted on the IASBwebsite at the following address:
http://www.iasb.org/Current+Projects IASB+Projects/Leased Discussion+Papertand+Comment+lLetters Comment+Lette
rYComment+Lettershtm

Snce the publication of the DP, the IASBand the FASBhave been working on the issue of lessoraccounting, and have
fine-tuned theirapproach to lessee accounting. An exposure draft on these two aspectsisexpected to be published in
the second quarter of 2010 and the final standard isanticipated in the first half of 2011. Thisstandard should not be of
mandatory application before 2013.

Given the importance of thisproject, Beyond the GAAP hasdecided to provide an update on the progressof the
tentative decisonstaken by the IASB, alone orin concert with the FASB, in the run-up to the publication of the exposure
draft.

In brief, what did the comment letters say?

The analysisof the comment lettersreceived in response to the DPwaspresented by the staff during the IASB meeting
of September 2009. Thisanalysisshowsthat the respondentsare generally in favour of to the project in certain of its
structuring aspects, such as:

the recognition of all leasesidentically,
optionsto extend the lease included in the measurement of the assetsand liabilities of the initial contract,

subsequent measurement of the asset and the liability at amortised cost and changesin the liability recognised
asan adjustment to the carrying amount of the asset.

However, some pointswere strongly rejected:
the periodic reassessment of the lessee’sincremental borrowing rate,
the option to measure the liability at fair value,
the recognition of contingent rentals,

the measurement of contingent rentalsusing a probability-weighted approach.

Fnally the responseshighlighted the need to treat lessee accounting and lessoraccounting in parallel
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Scope of the exposure draft

Definition of a lease

At thisstage in discussions, the two Boardshave defined a lease as‘a contract in which the right to use a specified
assetisconveyed, fora period of time, in exchange for consideration’.

Exclusions
The two Boardshave decided to exclude the following from the scope of the future standard:

intangible assets,
natural resources (mining, gasand oil production),

biological assets.

The two Boardshave also determined that contractsthat represent purchase or sale are not leasesand have decided
to exclude them from the future standard. However, the future standard will specify that a contract isa contract for
purchase or sale if the lessor transferscontrol of the underlying asset to the lessee (i.e. the residual interest in the asset).
That thiswould be the case in the following situations:

contractsin which the title of the underlying asset transfersto the lessee automatically,
contractsthat include a bargain purchase option, if it isreasonably certain that the option willbe exercised,
contractsin which the return that the lessor receivesisfixed,

contractsin which it isreasonably certain that the contract will coverthe expected useful life of the asset, and
in which any risksor benefitsassociated with the underlying asset retained by the lessor at the end of the
contract are not expected to be more than trivial.

The two boardshave also decided that very long leasesof land would not be considered purchasesor sales. However,
the boardshave instructed the staff to develop possble criteria for excluding very long leasesof land from the scope of
the proposed new leasesrequirements.

The Board's proposals forthe recognition of leasesin the lessee's financial statements

The proposalspresented in the DP based lessee accounting on the 'right-of-use’ principle, the lessee recognising the
right to use the leased item against the obligation to rentals. The two Boardshave decided to retain thismodel for all
leasesin the lessee’sfinancial statements.

Measurement of the liability

The initial measurement of the liability would be equal to the value of the lease payments, discounted using the lessee's
incremental borrowing rate. The interest rate implicit in the lease may be a good indication of the rate that the entity
would obtain on the market foran equivalent loan.

The liability would be subsequently measured at amortised cost. The discount rate would remain unchanged
throughout the lease contract. In the event of changesin the expected lease term, the lessee'sdiscount rate would not
be revised. The fairvalue measurement option would not be authorised.
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Measurement of the right-of-use asset

The right of use of the leased asset would be measured at cost. The cost would be equal to the initial value of the
liability. Initial direct costsattributable to the negotiation and concluson of a lease would be added to the cost of the
asset.

During the course of the lease, the right of use would be amortised and the amortisation would be presented in the
statement of comprehensive income (and not asrent expense). Asrightsof use are considered asintangible assets, IAS
38 should be consulted in orderto determine whether the fair value option can be applied. In view of the conditions
listed in that standard, the fair value option willalmost neverapply. Additionally, IAS36 should be consulted to identify
whether the right-of-use asset should be impairmed.

Accounting treatment of extension and termination options

The lease term would be the longest lease term that ismore likely than not to occur, based on an analysis of
contractual conditions, all relevant economic factorsand the intentionsof the management.

Taking account of the management intentions, which wasexplicitly excluded in the DP, hasbeen approved with
difficulty by ssme membersof the IASB. No doubt when the exposure draft isdrawn up that there willbe an attempt to
set out the context of these intentions (for example when the intention not to extend the lease appearscontrary to the
economic interestsof the entity).

The lease term would have to be revised if conditionschanged. However, in order to avoid the systematic review of all
leasesat each reporting period, the exposure draft will suggest that such a review should only be conducted if the
changesthat have occurred are likely to amend the previousassessment. The change in the liability asa result of a
change in the lease term would be recognised asan adjustment to the carrying amount of the asset.

The Board's proposals for the recognition of leasesin the lessor's financial statements

The transposition of model proposed by the two Boardsfrom the point of view of the lessee —the lessee acquiresthe
right of use of the leased asset forthe whole lease term —should logically have led to a model of total disposal of the
right-of-use asset from the point of view of the lessor. No such thing! A majority of membersof the two Boardshave
decided instead to adopt a ‘performance obligation’ approach.

In thismodel, the lessor retainsthe leased asset in itsstatement of financial position, recognisesan asset foritsright to
receive rental paymentsfrom the lessee and recognisesa liability foritsperformance obligationsunderthe lease. The
liability representsthe lessor'sobligation to transfer the right of use to the lessee, throughout the lease term. The
reduction overtime of thisperformance obligation would generate the lessor'srevenue.

Measurement of the receivable

The initial value of the receivable would equal the present value of the expected payments. The discount rate would
be the interest rate implicit in the lease. Initial direct costsincurred would be taken into account.

During the lease term, the receivable would be measured at amortised cost in accordance with the effective interest
rate method. In the event that the lease term isreassessed, the interest rate implicit in the lease would not be revised.

B MAZARS
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Measurement of the performance obligation

The lessor'sperformance obligation would be initially measured at the transaction price, that is, the value of the
receivable to be recovered.

During the course of the lease, the performance obligation would decline, reflecting decreasesin the lessor'sobligation
to permit the lessee to use the leased asset overthe lease term. The performance obligation would decrease using a
straight-line method, with revenue being recognised in the same way. However, should the lease permit the lessee to
use the leased item at an irregular rate overtime, the measurement of the performance obligation should reflect this
particularrate.

Accounting for optionsto renew or terminate the lease

The IASBappliessmilar provisonsto the lessorasto the lessee: the lease term isthusassessed on the basisof the longest
term that ismore likely than not to occur. The assessment of the lease term would be based on an analysisof the
contractual conditions, any relevant economic factorsand the behaviour of the customertype in question. The lease
term would have to be revised if the conditionschanged. Changesin the lease receivable resulting from a
reassessment of the lease term should be recorded asan adjustment to the performance obligation.

Contingent rentals

General principles

The lessor'sreceivable and the lessee'sliability should reflect contingent rentals.

Contingent rentalswould be initially measured using a probability-weighted approach, without necessarily taking into
account all possible outcomes. Thisraisesthe principle of remeasurement at each reporting date. However,
remeasurement would only be necessary when changesthat had occurred during the period were likely to change
the receivable orthe liability to a significant extent.

Changesin estimates

Forlessees, changesin amountspayable under contingent rental arrangementsarisng from current or prior periods
would be recognised in profit or loss. All other changeswould be recognised asan adjustment to the lessee’sright-of-
use asset. Changesin amountspayable underresdual value guaranteeswould be recognised in the same way as
contingent rental arrangements.

Forlessors, changesin amountsreceivable under contingent rental arrangementsshould be treated asadjustmentsto
the original transaction price and should be allocated to the lessorsperformance obligation. If a change isallocated
to a satisfied performance obligation, the change would be recognised asrevenue. If a change isallocated to an
unsatisfied performance obligation, the carrying amount of the lessor'sperformance obligation would be adjusted.

Sale and leaseback

Allsale and leaseback transactionsthat lead the seller/lessee to transfer control of the asset to the purchaser/ lessor

would be treated asa sale followed by the conclusion of a lease. Thissale would thusgive rise to the recognition of a
gain orlosson disposal, adjusted asappropriate if the sale proceedsorthe termsof the leaseback are not at market
value.

WSS M A Z AR S
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The Board's proposal for specific lease types

What about short-term leases?

Short-term lease should enjoy a smplified accounting treatment. The two Boardshave defined short-term leasesas
leaseswith a maximum possble lease term of lessthan 12 months.

In the lessee's statement of financial postion, a short-term lease would lead to the recognition of a liability for the gross
amountspayable, and a corresponding right-of-use asset. The asset and liability would be amortised using a straight-
line method. The rentalswould be recognised in profit or loss, without any necessity to distinguish between amortisation
and financial costs. Thissmplified treatment would apply even if the entity makesregular use of leasesforequipment of
the same type (photocopiers, construction equipments, carsetc.).

A smplified treatment would also be available to the lessorasan option.

How should a lessor account for leases of investment properties?

UnderlAS40, a lessor may choose to measure itsinvestment propertieseither at cost or at fair value.

The two Boardshave decided that, if a lessor of investment propertiesmeasuresitsinvestment propertiesat cost, the
new standard on leaseswould apply. However, if a lessor of investment propertiesmeasuresitsinvestment propertiesat
fairvalue, the new standard on leaseswould not apply. In thisevent, no receivable and no performance obligation
would be recognised, and the rental expense would be recognised in profit and loss, using a straight-line method over
the lease term.

Proposed transition provisions
At the date of first application of the future standard, the two Boardshave decided that the lessee should apply the
new standard to all existing leases (with an exception for finance leases, under certain conditions). At thisdate, the
liability would be measured at the present value of the remaining lease payments, discounted using the lessee’s
incremental borrowing rate. The right-of-use asset would be measured on the same basis, subject to any adjustments

required to reflect impairment.

The transitional provisionsfor lessor accounting have yet to be discussed.

Next steps
The two Boardswill continue discussing lease accounting issuesoverthe coming months, with the objective of
publishing an exposure draft by the end of June 2010, dealing with both lessee and lessoraccounting. In particular, the
two Baordswill discuss:

sale and leaseback, presentation and disclosuresin the financial statementsof the lessee,

impairment of assets (the leased asset and the receivable), derecognition of the receivable and subsequent
measurement of the performance obligation in the financial statementsof the lessor.

BEE MAZARS
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Exposure Draft on Fnancial Instruments: Amortised
Costand Impairment: the main discussion points

The January 2010 edition of Beyond the GAAP outlined the principlesbehind the exposure draft entitled "Hnancial
Instruments: Amortised cost and Impairment". Thismonth, Beyond the GAAP returnsto the subject and takesa look at
the main pointscausing controversy.

"Point in time (PIT)" vs. "Through the cycle" (TIC)

An approach based on expected lossesnecessarily involveshaving a method of estimating losses. An entity can do this
in one of two ways:

the first consistsof assessing the current stage in the economic cycle in orderto estimate the corresponding
rate of expected losses. Thisapproach, based on an understanding of the economic environment at a given
time, isknown as'point in time', PIT;

the second consistsof applying an average rate observed overthe whole of an economic cycle asthe rate of
provision. Thisapproach iscalled ‘'through the cycle’, TIC.

To illustrate these two concepts, let ustake the following scenario: a seriesof consumer creditsare granted fora 3-year
period. The statistical average of losseson thistype of loan portfolio overthe last 15 yearsstandsat around 5%. In times
of economic prosperity, the level of lossesfallsto 2% while in timesof economic crisisit risesto 10%.

Underthe 'point in time'approach the lossrate applied is:
2%, if the businesscycle isconsidered good;

close to 10%, if the businesscycle isconsidered poor.

Underthe 'through the cycle' approach, the lossrate applied is5%.

Merits and limitations of the ‘pointin time' approach

The main benefit of thisapproach isthe fact thatit consistsof applying the most precise expected lossrate possble for
a given generation of loans.

However, it also hasa number of limitations:

firstly, it relieson an entity'sability to anticipate changesin the economic environment. Forexample, one may
wellwonder how many entitieswould have been able to predict that a 3-yearloan made in 2006 would run
into a period of deep economic crisis,

secondly, itisalso criticised foritspro-cyclical nature. Assuming that entitiessucceed in identifying correctly the
state of the busnesscycle, they would then make more provison (and thusclear less profit, or charge more for
theirrisk) when the businesscycle ispoor. Thiscould play a partin accelerating the criss.
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Merits and limitations of the ‘'through the cycle' approach

The meritsof thisapproach closely mirror the limitationsof the 'point in time'approach. Thisapproach:

doesnot require any judgment of the businesscycle. It isunnecessary to identify whether the busnesscycle has
reached a high orlow phase, aslong asthe rate applied isan average rate overthe length of the cycle;

hasthe advantage of being, a priori, contracyclical insofar asit leadsentitiesto make the same rate of
provision regardless of the state of the busnesscycle.

However, thisapproach also raisessome criticisms:

firstly, it assumesthat it ispossble to measure the length of the businesscycle, and that the future cycle will
behave in the same way aspast cycles;

secondly, though it isappropriate forlong-term loans, it ismore difficult to adapt the method to short-term loans
which by definition will not continue throughout an entire businesscycle. In thisinstance, the analysishasto
take account of the fact that the entity will maintain itsshort-term loan activitiesovera long period of time,

and that there isa kind of solidarity between loan generations. Criticsof thisapproach thusconsider that it
leadsto the creation of provison for future financial assetswhich are not yet present on the entity'sbalance
sheet.

Through a number of examplesand the Basisfor Conclusionsto the exposure draft, the IASBindicatesthat 'point-in-time'
estimatesshould be used ratherthan the ‘through-the-cycle' model. There can be no doubt that thischoice willbe
analysed by the stakeholders, who will defend their preferencesin theircomment letters.

'‘Closed’ portfolio vs. 'Open’ portfolio

These termsconceal a smple but structural aspect of provision:

a 'closed’' portfolio approach consistsof creating a portfolio foreach generation of homogeneousloansissued
by an entity. The provision created for thisportfolio isextinguished at the end of the life of the portfolio (that is,
when all the loanscomposing it reach maturity or default);

an 'open'portfolio approach instead consstsof continuously renewing the portfolio with newly granted loans.
Thusthe portfolio isonly closed if the entity decidesto cease the activity in question. In this system, provision is
made on the basisof constantly replaced loans.

Here again, the two approachesboth have theiradvantagesand disadvantages, the chief of which we will explore
below.

A 'closed' portfolio approach hasthe advantage of making it very straightforward to monitor the use of the provison. At
the end of life of a portfolio, an entity isin a position to know whether it hasmade too much ortoo little provison in the
light of the incurred losses. Thisapproach thusmakesit very much easerto verify impairment assumptions (back-
testing). However, in some cases, it involvescreating and monitoring very large numbersof portfolios.

Let ustake a simplified example: at the end of itsfirst year of operations, an entity generating three typesofloan each
month (consumer credit, mortgagesand loansto public authorities) would have to manage 36 closed portfoliosand as
many associated provisons. If all the loanshave term of over three years, the entity will have more than a hundred
portfoliosto manage by the end of three years. The complexity of such an approach foran international entity active in
several branchescan readily be imagined.

WSS M A Z AR S
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An 'open'portfolio approach automatically reducesthe number of portfoliosto be managed. There isno need to
create a portfolio foreach generation of loans, because each new loan isadded to the open portfolio to which it is
attached. However, thissmplicity of management greatly complicatesthe work of monitoring provision and of verifying
the quality of the assumptions (back-testing). Because the portfolio isnever extinguished, the associated provison is
constantly adjusted. That can make it difficult to monitor overtime.

Finally, a link can be established between how expected lossesare determined and the portfolio type used. A 'through
the cycle'approach, resting on solidarity between generationsof homogeneousloans, ismuch more readily applied to
the open portfoliosin which these generationsare grouped, than to closed portfolioscomprisng only assetsof the
same generation. Conversely, it ismore natural to apply the 'point-in-time' approach to closed portfoliosthan to open
portfolios.

Here again, the two approachesare contrasting, and commentatorswill doubtlessexpresstheir preferences. It is
probable that pointsof view will vary depending on the priority objectivesof individual commentators. In any event, this

choice isstructural in the management of credit risk provison, so it isimportant to make the link with the management
modeldeveloped by preparersof accounts.

What isthe interaction between expected losses and incurred losses?

To illustrate thispoint, let usreturn to the example from the special study in the January 2010 edition of Beyond the
GAAP.

The example takesa loan with a nominal value of 100, redeemable at par after five yearsand with a contract rate of
5%. To keep thingssmple, it wasassumed that the loan hasbeen issued without feesand that early redemption wasnot

expected.

Moreover, the management expected a lossof 2 on the interest to be received in year 3. The calculation below shows
the effective interest rate including expected losseswillbe 4.6%.

Effective interest rate calculated 4,60%

Expected cash flows Present value discounted

Year including credit losses at effective interest rate
1 5,00 4,78
2 5,00 4,57
3 3,00 2,62
4 5,00 4,18
5 105,00 83,85

100,00

If the management'scash flow forecastsare accurate, the approach proposed by the exposure draft would entalil
recognition of the following impacts:
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Amortised cost at Impact on profit Amortised cost at
Year .. . Cash flows .
beginning of period orloss end of period

1 100,00 4,60 5 99,60
2 99,60 4,58 5 99,18
3 99,18 4,56 3 100,75
4 100,75 4,64 5 100,38
5 100,38 4,62 105 -

It can be seen here that recognition of the incurred lossin year 3 isstaggered over the 5-year period. The recognition of
thislossin profit or lossisthus partly deferred.

Some have suggested that the expected lossesapproach should be supplemented with a requirement that the
amount of provision should alwaysbe higherthan orequal to the incurred losses. Thiswould have the effect of
removing any deferred recognition of the incurred losses.

Smple in principle, thisalternative may prove complexin practice. It isnot readily compatible with the effective interest
rate mechanism. Introducing minimum provision equal to incurred losseswould automatically lead to a revison in the
initial effective interest rate of the instrument. Thischange of effective interest rate isin contradiction with the provisons
proposed by the exposure draft and would thusinvolve a change in the method of calculating amortised cost.

How should changesin estimates be recognised?

The IASB exposure draft statesthat changesin estimatesshould be recognised using the ‘catch up’ method. This
method leadsto the immediate recognition in profit or lossof the difference between the originally estimated cash
flowsdiscounted at the initial effective interest rate and the revised cash flowsdiscounted at the same effective interest
ratel. Thismethod of recognising revised estimatesisdirectly linked to the retention of the initial effective interest rate of
the instrument.

However, some believe that the impact of revised estimatesshould be spread over the lifetime of the financial asset.
The main argument for staggering the impact isthe symmetry in the recognition ofincome and expenses. Recognition
of the margin invoiced by the lenderto coverthe credit riskisstaggered, so it may therefore ssem consistent to
recognise the impact of expected lossesdue to credit risk in an analogousmanner. However, it should be noted that
thisapproach involvesamending the effective interest rate wheneverthe estimate isrevised.

Finally, it should be noted that the treatment of changed estimatesismore sensitive in the point-in-time approach that
in a 'through the cycle'approach. In thissecond approach, revisonsare probably lessfrequent than in the first.

1 See Beyond the GAAP No30 - January 2010 foran example.
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The approach and effective interest rates

Aswe have already described, the exposure draft basesitsapproach on an effective interest rate which includes
expected credit losses. Thisexposure draft appliesthiseffective interest rate in the same way asthe current IAS39.

We have seen that some of the proposed alternativesare incompatible with the effective interest rate mechanism as
put forward in the exposure draft. It isprobable that the possibility of disconnecting the provison mechanism from the
effective interest rate willbe a topic frequently addressin the debates.

What's next?

The final date for submissionsin response to the exposure draft is 30 June 2010. The next four monthswill provide an
opportunity for ssakeholdersto considerin detail the alternative approachesto the IASB'sproposal and their
operational feasbility.

It will be also interesting to see the result of the work of the Expert Advisory Panel? and the proposalsof the USregulator
which ispreparing itsown exposure draft.

Finally, for the readerswho would like to know more, EFRAG and the FEE have jointly published a guide to the IASB's
proposal in English, available at the following address: http://www.efrag.org/news/detail.asp?id=485

2The Expert Advisory Panelisan expert group set up by the IASBto examine the practical issuesraised by the approach proposed in the Exposure Draft.



Eventsand FAQ I

Events/publications
Fequently asked questions

Seminarson “Current developmentsin IFRS’

Mazars Technical Department willhost a number of IAY IFRS

seminarsthroughout 2010 dedicated to current

developmentsin IFRS These seminars, organised by Francis

Lefébvre Formation, willbe held on 26 March, 25 June,

24 Septemberand 10 December 2010. Contributionsto a joint venture: inconsistency between
the revised IAS27 and SC 13;

Impact of the IFRIC 18 interpretation on connection
transactions;

To register, please contact FrancisLefebvre Formation —
www flf.fr, +33 (0)1 44 01 39 99.

Businesscombinationsundercommon control;

Putson non-controlling interests: impact of discount
reversal

Recognition of deferred tax on the restructuring of
hybrid securities;

Accounting treatment of a concession by the grantor

Accounting treatment of a dilution due to an
acquistion by a subsidiary paid in securities.

IASB IFRIC ERAG

15 - 19 March 2010 4 -5 March 2010 24 - 26 March 2010
19 - 23 April 2010 6 -7 May 2010 5-6 May 2010

17 - 21 May 2010 8 -9 July 2010 9 -11 June 2010

Beyond the GAAPispublished by Mazars. The purpose of thisnewsdetteristo 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 erorsor omissonsit
might contain.
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