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Dear Sirs,

RESPONSE TO DRAFT IFRIC INTERPRETATION D2 CHANGES IN DECOMMISSIONING, RESTORATION AND SIMILAR LIABILITIES


The Council on Corporate Disclosure and Governance (CCDG) appreciates the opportunity to comment on the draft IFRIC Interpretation D2 Changes in Decommissioning, Restoration and Similar Liabilities.

2. We strongly support the work of the IASB and IFRIC in clarifying accounting for changes in decommissioning, restoration and similar liabilities and agree that guidance will be useful in order to appropriately address any risk of divergent practices. 
3. The CCDG supports the proposals in the draft interpretation on the basis that the guidance is consistent with and does not contradict either the IASB Framework or extant International Financial Reporting Standards 

4. However, there are concerns that whilst the proposed interpretation is conceptually consistent with IAS 16 and IAS 37, the proposals may be cumbersome to apply in practice.  Practical difficulties include attributing a change as arising from estimated cash outflows versus a change in the discount rate.  A fairly complicated computation is necessary to attribute the effects of any change between the amount capitalised (which has to be split between the past and the future impact), and the amount that relates to the liability.  There are concerns that the interpretation may lead to undue cost and effort on the part of preparers of financial statements.
5. The CCDG would also suggest that the draft interpretation could be clearer on two issues.  Firstly, the draft interpretation indirectly confirms that provisions recognised and measured under IAS 37 must be re-measured for changes in discount rates even if there is no change in the timing or amount of the estimated cash outflows.  It would be clearer to explicitly state the above conclusion under the “Consensus” part of the interpretation.  Secondly, it is stated under the “Consensus” part of the interpretation that the unwinding of the discount shall be recognised in the income statement in the period it occurs, but it is unclear whether this applies to all provisions made under IAS 37, or it only applies to decommissioning, restoration and similar liabilities. 
6. The CCDG notes that IFRIC has considered the US GAAP approach in accounting for asset retirement obligations, which does not require the decommissioning obligation to be revised to reflect the effect of a change in the current market-assessed discount rate.  US GAAP does not require the effect of any change in the estimated cash flows to be split between the past and future impact.  We are interested in the plans, if any, for convergence between US GAAP and IFRS in this area. Conceptual arguments aside, our concern is that if there were no plans for convergence, the interpretation could widen the gap between US GAAP and IFRS in this area. 

7. Please contact Mr Ramchand Jagtiani, Deputy Director, at the Institute of Certified Public Accountants of Singapore via email at jagtiani@icpas.org.sg should you require further information.  Thank you

Yours sincerely,

Derek How

Secretary, CCDG
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