DRAFT AMENDMENT

Scope of INT FRS 12 Consolidation—Special

Purpose Entities

Comments to be received by 13 August 2004

INVITATION TO COMMENT

The Council on Corporate Disclosure and Governance (CCDG) invites comments on any aspect of the amendments to INT FRS 12 as proposed in this Draft Amendment.  Comments are most helpful if they indicate the specific paragraph to which they relate, contain a clear rationale and, where applicable, provide a suggestion for alternative wording.

Comments should be submitted in writing, so as to be received by 13 August 2004, preferably by email to: accounting_stds@acra.gov.sg or addressed to:

Council on Corporate Disclosure and Governance c/o Ministry of Finance 

c/o Accounting and Corporate Regulatory Authority
10 Anson Road #05-01/15

International Plaza

Singapore 079903

Fax: 6225 1676
[DRAFT] AMENDMENT

Scope of INT FRS 12 Consolidation—Special Purpose Entities

[Draft] Amendment to INT FRS 12 Scope of INT FRS 12 Consolidation—Special Purpose Entities is set out in paragraphs 1-7.  The [draft] Amendment is accompanied by a Basis for Conclusions.  The scope and authority of Interpretations are set out in the CCDG Preface to the Interpretations of Financial Reporting Standards.

References
· FRS 19 Employee Benefits
· FRS 32 Financial Instruments: Disclosure and Presentation
· FRS 102 Share-based Payment
· INT FRS 12 Consolidation–Special Purpose Entities
Background
1
INT FRS 12 Consolidation–Special Purpose Entities currently excludes from its scope post-employment benefit plans and equity compensation plans (INT FRS 12.6).  Such plans are, at present, within the scope of FRS 19 Employee Benefits (issued in 2003).

2
FRS 102 Share-based Payment is effective for annual periods beginning on or after 1 January 2005.  FRS 102 will amend FRS 19 by:
(a)
removing from its scope employee benefits to which FRS 102 applies, and

(b) 
removing all references to equity compensation benefits and equity compensation plans.

3 
Furthermore, FRS 32 Financial Instruments: Disclosure and Presentation (as revised in 2004) requires treasury shares to be deducted from equity.  When FRS 102 becomes effective, this requirement will also apply to treasury shares purchased, sold, issued or cancelled in connection with employee share option plans, employee share purchase plans, and all other share-based payment arrangements.

Issues

4
The first issue addressed in this Draft Amendment is whether INT FRS 12 should be amended to remove the scope exclusion for equity compensation plans.

5
The second issue addressed in this Draft Amendment is whether the scope exclusion in INT FRS 12 for post-employment benefit plans should be amended to include other long-term employee benefit plans.  At present, INT FRS 12 does not exclude other long-term employee benefit plans from its scope.  However, FRS 19 requires those plans to be accounted for in a manner similar to post-employment benefit plans.

Consensus

6 Paragraph 6 of INT FRS 12 shall be amended as follows (new text is underlined and deleted text is struck through). 
This Interpretation does not apply to post-employment defined benefit plans or equity compensation plans other long-term employee benefit plans with plan assets that are required to be included in the measurement of a defined benefit liability or a liability for other long-term employee benefits in accordance with paragraphs 54 and 128 of FRS 19, respectively.

Effective date

7
An entity shall apply this [draft] Amendment for annual periods beginning on or after 1 January 2005.  If an entity applies FRS 102 Share-based Payment for an earlier period, this amendment shall be applied for that earlier period.
Basis for Conclusions

This Basis for Conclusions accompanies, but is not part of, the draft Amendment.

BC1 
This Basis for Conclusions summarises the considerations in reaching the consensus. 

BC2 
The issue on whether the scope exclusion in INT FRS 12 for equity compensation plans should be removed when FRS 102 becomes effective was considered.  At present, these types of plans are within the scope of FRS 19.  However, once FRS 102 becomes effective, FRS 19 will no longer apply to equity compensation plans.  Furthermore, FRS 102 will amend FRS 32, so that its requirement to deduct treasury shares from equity will also apply to shares purchased, sold, issued or cancelled in connection with employee share option plans, employee share purchase plans, and all other share-based payment arrangements.

BC3 
It was therefore concluded that, to ensure consistency with FRS 102 and FRS 32, the scope of INT FRS 12 should be amended, to remove the scope exclusion for equity compensation plans.
BC4 
At the same time, the scope exclusion in INT FRS 12 for post-employment benefit plans was discussed.  This scope exclusion was clarified, so that it is clear that the exclusion applies to post-employment defined benefit plans with plan assets that are required to be included in the measurement of a defined benefit liability in accordance with paragraph 54 of FRS 19.  It was also noted that, although INT FRS does not exclude other long-term employee benefit plans from its scope, FRS 19 nevertheless requires those plans to be accounted for in a manner similar to post-employment benefit plans.  It was therefore concluded that, to ensure consistency with FRS 19, the scope exclusion in INT FRS 12 should also apply to other long-term employee benefit plans with plan assets that are required to be included in the measurement of a liability for long-term employee benefits in accordance with paragraph 128 of FRS 19.
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