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Re : Exposure Draft ED/2010/6 Revenue from Cotgradth Customers

Dear Madam or Sir,

| am writing on behalf of the ANC to give you ouorements on the above-mentioned Exposure
Draft(ED). Our detailed comments are set out inatt@ched Appendix.

The ANC is convinced that the primary objective fiolancial statements should be to reflect the
underlying economic activity and performance of éimity, measured by its value-creation process in
order to provide decision-useful information tonsse

In this respect, we consider that the single regemeognition model proposed in the ED, which is
based on the transfer of control, would not portteyeconomic activity and performance of the gntit
and as such would not result in decision-usefurimition as:

No revenue would be recognised for entities thaop@ under construction-type and service
contracts for which the execution of the contragttibe entity does not coincide with the
transfer of control of the asset to the customeuchSaccounting will result in a
misrepresentation of the economic activity of thétg as its income statement would portray
the same performance than the income statememather entity that has not signed any
contract;

The principle proposed for the identification ofrjpemance obligations, based on the notion
of “distinct good or service”, does not reflect #féective business model of the entity and as
such results in an “arbitrary” picture of the penfiance of the entity;

The use of a probability-weighted reasonable estinfar the measurement of variable
consideration for single contracts would not previdkecision-useful information about the
future cash flows of the entity as it may portrayenue that is unlikely to be the amount that
the customer ultimately pays;

The proposed accounting treatment for statutoryramdy is not appropriate as it delays the
recognition of revenue while the entity is only auitied to incur potential additional costs
subsequently to the sale of the asset to the cesfom

The proposed requirement to recognise a liabitityain onerous performance obligation while
the contract is overall profitable does not resul faithful representation of the economics of
the contract.

In addition to the misrepresentation of the pertamge of entities that may result from the applarati
of these proposals, we consider that these prapasainot robust as:
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* As already mentioned above, the proposed “transfecontrol” principle for recognizing
revenue is not sufficient as no revenue would lmegeised for entities that perform under
construction-type and service contracts for whioh ¢xecution of the contract by the entity
does not coincide with the transfer of control loé tasset to the customer. In addition, the
proposed principle is not operational. For examgiere is still no clear guidance on the
application of the transfer of control for contsathat combine the delivery of a good and of
services (to a greater or lesser degree). The numbéndicators of transfer of control
applicable to service contracts is also in praatszhiced to two. Finally another criterion than
the transfer of control is used in the case ofl@aka licence;

 The guidance provided is generally simplistic asagsumes “standardised” facts and
circumstances and not complex situations;

* The importance of the costs for preparers has aeh appropriately weighted against the
additional benefits that users will derive fromstiproject. These costs will not only result in
changes to information systems that are curremtystructured around the transfer of control,
or from the ED’s requirements in terms of the pnésgon of the net asset/liability per
contract but also in additional costs linked t@ingl controls and training. We believe that the
assessment of the benefits for users by the IASRIldhalso be made in the light of the
information that entities are already providingusers through the notes or through other
formats of reporting;

» Given the pervasive impacts of these proposalstiamathanges they represent compared to
existing IFRS standards, we consider that in-déptti testing is critical in order to assess the
effectiveness of the model and how it provides appate and consistent answers to the
problems it purports to address.

We remain convinced, that addressing the accourfitingontract costs in this ED without overall
consideration of the other existing IFRS requiretsen this respect is not appropriate. We are also
concerned by the due process regarding the acoguitti rights of use that are not sales that should
have been discussed in the context of the ED Leas®sot within this ED.

More generally, we are not aware of major diffimdtin existing IFRS in the large majority of cases
The existing IAS 18 and IAS 11 revenue recognigtandards have proved to globally work well and
provide decision-useful information to users ofafigial statements by reflecting appropriately the
economics of transactions and the performance tifieen Regarding the fact that certain specific
issues in IFRS deserve attention, such as mukilgiment contracts, we remain convinced, as already
mentioned in our comment letter on the DP, thasehesues could be fixed through the development
of well-targeted guidance.

We believe that the ED does not represent an ingmnewnt over the existing revenue recognition
standards as it does not provide in all circumsaren appropriate picture of the performance of
entities and as is not based on well-establishedenstandable principles and guidance. Thus, dslea
us to believe that these proposals will resultriecfical implementation and interpretation diffibes
well over and above those raised at present by 1ASnd IAS 18 and in increased diversity of
practice. Being a source of increased uncertathty,ED will impair the decision-usefulness of the
information, creating confusion for the users ofaficial statements while in the meantime imposing
the burden of high costs to preparers.

Therefore, we consider that the ED does not reptese effective improvement over the existing
revenue recognition standards and as such shoulzkriesued as a standard.

We hope you find these comments useful and wouldlésesed to provide any further information you
might require.

Kind regards,

Jérome HAAS



Appendix A

Question 1 — Paragraphs 12-19 propose a principl@rice interdependence) to helg
an entity determine whether:

(a)to combine two or more contracts and account for tam as a single contract;
(b) to segment a single contract and account for it &8vo or more contracts; and

(c) to account for a contract modification as a separa&t contract or as part of the
original contract.

Do you agree with that principle? If not, what principle would you recommend, and
why, for determining whether (a) to combine or segmnt contracts and (b) to accoun{
for a contract modification as a separate contract?

We do not believe that proposing a single principlecombining, segmenting or accounting for a
contract modification will ever capture the varieif the contracts and reflects the reality of the
activities of the entities. As such, we recommérelASB to develop other principles.

In addition, we have the two following concernshwtihe price interdependence criterion set outén th
ED:

* We consider that the lack of guidance on the notibfisignificant discount” will preclude a
correct application of the interdependence primgiplthus reducing its relevance.
In most circumstances the condition set out in &5(€.g. the fact that the entity, or another
entity, regularly sells identical or similar gooaisservices separately) will be met. The analysis
of interdependence will therefore be based ondhbethat the second criterion is fulfilled e.g. the
notion of “significant discount”. Thus, determininghat a significant discount is will be
essential, particularly when there is a preexisteigtionship. The IASB acknowledges this fact
(refer to ED.14). However, the ED does not provéay guidance on how this issue can be
addressed. In addition, the example 2 “Contractifivations” does not help as it refers only to
“market conditions” and not to the price terms andditions that the entity makes to customers
with similar preexisting customer relationship.

» We consider that when it is possible to allocaigage of a contract modification to a specific
performance obligation within this contract, it albbe required. The outcome of our proposal
may be seen as contradictory with the principlantérdependence, but it has the merits of
simplicity and will be less burdensome for prepsrer



Question 2 — The boards propose that an entity shddi identify the performance
obligations to be accounted for separately on thedsis of whether the promised goog
or service is distinct. Paragraph 23 proposes a prciple for determining when a
good or service is distinct. Do you agree with thgprinciple? If not, what principle
would you specify for identifying separate performace obligations and why?

=

The principle proposed for the identification of peformance obligations, based on the notion of

“a distinct good or service”, does not reflect theffective business model of the entity and as such
results in a “arbitrary” picture of the performance of the entity

We note that the proposal to identify the sepapetdormance obligations based on the proposed
definition of “a distinct good or service” will rakk in almost all the goods and services of a @antr
being considered as performance obligations asptxa rare circumstances, another entity will
always sell separately an identical or similar goodervice (e.g. in other words, the first crib@riof
ED.23 will be met in almost all circumstances). Thet that performance obligations need not be
separated when an entity transfers promised goosiereices to a customer at the same time does not
alleviate the concern as in any case, it assumegéhformance obligations have been identified
beforehand.

Our overall concern with the proposed definitionadfdistinct good or service” is that relevance and
comparability will not be achieved by this prin@ms it does not result in a faithful representattb

the activities of the entity

On the contrary, we consider that a good or seshoaild be considered as distinct only if either:

- The entity sells an identical or similar good avgze separately;
- The entity could sell the good or service becauseets both of the following conditions:
- It has a distinct function;

- It has a distinct margin that is_effectively mon@d by the management through internal
reporting.
We consider that this proposal will result in malecision-useful information as it best reflects the
way management is effectively conducting its owtivéies. So users will be in a situation to conmgar
entities with real similar performance and not teggipresenting “artificially imposed” performance.

The proposed measurement for renewal options shoulae clarified

We are in favor of a separate measurement of gpgoanted to customers for additional goods and

services as proposed in the ED. We are opposén tméasurement of such options on a look-through
approach (eg. on the same approach as that proposked ED Leases). However, we note that the

paragraphs 216 to 219 of the basis for conclusioag suggest that the measurement of such options
should not be made on a separate basis but ora#ie &f a look-through approach. We recommend

that the IASB clarify this topic and illustrate ¢lugh an example the discussion made in these
paragraphs.

In addition, we believe that the question of rernesyions cannot be discussed separately from the
notion of “price interdependence”. For example, lBge 27 and the accompanying Basis for
Conclusions do not establish the reasons for whide option is a performance obligation of the
initial contract its measurement should take into effect the teanm conditions of the following
contracts

The treatment of sales incentives, marketing cost@nd discounts should be reconsidered on a
comprehensive basis

As mentioned in our comment letter on the DP, wesier that characterising what differentiates
sales incentives from a marketing cost, or fronisaalint granted at the date of the initial transact

is complex. However, this distinction is fundaméridacause these transactions do not necessarily
have the same accounting treatment under IFRS.

The IASB acknowledges that this topic is complexstating in ED.BC 44 that “the boards also noted
that even if a conceptual justification could beurfd to distinguish goods or services that are
marketing incentives from those that give rise &f@mance obligations, it would be difficult to
develop criteria to make that distinction in preeti



We consider that the difficulty to develop critettamake such a distinction work should not prevent
the IASB from reconsidering this issue more thofdygas it is central for the measure of the
performance of certain industries.

Question 3 — Do you think that the proposed guidarein paragraphs 25-31
and related application guidance are sufficient fordetermining when control
of a promised good or service has been transferre a customer? If not,
why? What additional guidance would you propose anavhy?

The proposed “transfer of control” principle is not appropriate as it does not provide decision-
useful information on the performance of entities ér some contracts for entities that perform
under construction-type and service contracts for Wwich the execution of the contract by the
entity does not coincide with the transfer of contol of the asset to the customer

We note that no revenue would be recognised fatiesthat perform under construction-type and
service contracts for which the execution of thatact by the entity does not coincide with the
transfer of control of the asset to the customachSaccounting will result in a misrepresentatién o
the economic activity of the entity as its inconeteament would portray the same performance as the
income statement of another entity that has nobesigany contract. We consider that in such
contracts, the entity transfers economic resout@dbe customer and thus, performs on an ongoing
basis as the contract is executed. The entity dhmilconsidered released from its obligations tdwar
the customer when executing the contract.

The proposed “transfer of control” principle and accompanying guidance for recognising

revenue is still not operational

We note that despite providing a definition of wbantrol is and of indicators that may be usedn t
determination of transfer of control, the ED regaiapplying another definition of transfer of cohtr
when assessing if a contract consists in a sadelioEnce or similar intangible asset. We beliéhat t
this illustrates that:

- The IASB has still not yet been able to operatizealhe application of control for contracts that
combine the delivery of goods and of services (tgreater or lesser degree). The illustrating
guidance provided in Example 15 is simplistic agsisumes an “all or nothing” approach (eg all
the indicators of control are present in the fgsenario or none of them is met in the second
scenario). As a result, the same issues as theséfidd in the DP remain unanswered for some
industries (for example for IT or consulting seeviproviders who deliver a “physical asset”
within their contract) and particularly how to assé the control has been transferred.

- The IASB has not provided sufficient relevant irdars that the customer has obtained control of
a service. In this regard, we note that the IASBnawledges that two out the four indicators
provided may be not relevant for services;

- The IASB proposes to apply another criterion thanttansfer of control in the case of a sale of a
licence or a similar intangible asset. We belidva this illustrates that a single principle cannot
be applied to all contracts; refer to our respdng@uestion 16.

We are therefore convinced that the “transfer oftrad” notion will not be understood correctly and
interpreted in a consistent manner. As such, igiegion will, in many cases, not improve the
comparability and understandability of revenueusers, which is contrary to the overall objective o
the ED.

More generally, we consider that the notion of combl has not been fully considered and debated

in the framework project

The definition of control is fundamental in the aonting model developed by the IASB. The IASB
has recently discussed this principle in sever&BAprojects such as the consolidation project er th
derecognition project. On this occasion, this pplechas been highly challenged.

Given the importance of the notion of control atsl wide-ranging implications within the IASB
model, we consider that it deserves a comprehertgbate with constituents and that this debate
should take place in the context of the concepfwamework project and not in the context of the
development of new standards.



Question 4 — The boards propose that if the amounaf consideration is variable,
an entity should recognise revenue from satisfying performance obligation only if
the transaction price can be reasonable estimate@aragraph 38 proposes criteria
that an entity should meet to be able to reasonablgstimate the transaction price.

Do you agree that an entity should recognise reveewn the basis of an estimate(
transaction price? If so, do you agree with the prposed criteria in paragraph 387?
If not, what approach do you suggest for recognismrevenue when the transactior
price is variable and why?

The use of a probability-weighted reasonable estinb@ for the measurement of variable
consideration would not provide decision-useful irdrmation about the future cash flows of the
entity as it may portray revenue that is unlikely b be the amount that the customer ultimately

pays

The IASB considers that, conceptually, uncertaintthe amount of consideration should be reflected
in the measurement of the contract asset rather tti@ugh recognition (refer to ED BC95). As

already mentioned in our comment letter to the EDAS 37, we do not consider that it should be
systematically the case. In addition, we beliewat,tif the IASB wishes to change this principle, it

should do so via a wider debate under the Conckptamework project.

Thus, we disagree with the approach proposed taunedhe amount of variable consideration, e.g. a
probability-weighted approach coupled with a reatbm estimate threshold in the context of a single
contract. We consider that it would not provide isien-useful information about the future cash
flows of the entity as it may portray revenue tkgtunlikely to be the amount that the customer
ultimately pays. As such, this proposal will desedhe reliability of the “revenue” line. We are
therefore of the view that maintaining the currpractice and requesting additional disclosures &abou
the possible outcomes and the nature of uncesaimtvolved would provide far more decision-useful
information to users than the proposed approach.

From a general point of view, we consider that abpbility-weighted approach is a less objective
measure than a best estimate coupled with a tHoest®oregards single contract&his technique
requires management to develop complex modelsvingthe identification of both multiple scenarii
of future cash outflows and of the probabilitied®assigned to these scenarii. As such, we conside
that this measurement lacks relevance and decrehsegeliability and predictive nature of
information provided to users, in addition to imply a very high degree of subjectivity which
increases scope for manipulation.




Question 5 — Paragraph 43 proposes that the transaon price should reflect
the customer’'s credit risk if its effects on the tansaction price can bsg
reasonably estimated. Do you agree that the custom®credit risk should affect
how much revenue an entity recognises when it satisfies aefformance
obligation rather than whether the entity recognises revenue? If not, why?

We do not agree with the proposal except in theuaiistances where the credit risk of the customer is
priced into the transaction price or when the @mitincludes a material financing component.

We therefore consider that in most circumstant¢®sekisting accounting treatment should be
maintained for corporate entities e.g:

- the customer’s credit risk should continue to aftedy whether revenue is recognised and not
how much revenue is recognised. For further detaileur view on the way uncertainty in the
amount of consideration should be treated, plesfee to our response to Question 4;

- the customer’s credit risk credit should continobé¢ presented as a component of costs and not
as a reduction of revenue when the customer’staiistliis not priced in the transaction price or
when the contract does not include a material timgncomponent.

Question 6 — Paragraphs 44 and 45 propose that amtéy should adjust the
amount of promised consideration to reflect the tire value of money if the
contract includes a material financing component (Wwether explicit or implicit).
Do you agree? If not, why?

We agree with the proposal.

Question 7 — Paragraph 50 proposes that an entityhsuld allocate the transaction
price to all separate performance obligations in @ontract in proportion to the stand-
alone selling price (estimated if necessary) of thgood or service underlying each of
those performance obligations. Do you agree? If notwhen and why would that
approach not be appropriate and how should the trasaction price be allocated in
such cases?

We note that the ED does not provide any detailéidagpnce on how the stand-alone selling price
should be determined. As already mentioned in ommaent letter on the DP, we recommend that the
IASB provide guidance to clarify how the stand-aoselling price should be determined so as to
avoid any differing interpretations and in partasubn whether or not the stand-alone selling price
should be determined taking into the charactessiicthecustomer with whom the contract is signed

and how this interacts with the requirement to “masge the use of observable inputs”.

Concerning the allocation of a change in the tretisa price, refer to our response to Q1.



Question 8 — Paragraph 57 proposes that if costsaarred in fulfilling a contract do
not give rise to an asset eligible for recognitiom accordance with other standards
(for example IAS 2 or ASC Topic 330; IAS 16 or ASCTopic 360; and IAS 38
I ntangible Assets or ASC Topic 985 on software), an entity should reagnise an asseft
only if those costs meet specified criteria.

Do you think that the proposed requirements on acamting for the costs of fulfilling
a contract are operational and sufficient? If notwhy?

As mentioned in our comment letter on the DP, weaia convinced, that addressing the accounting
for contract costs in this ED without overall calesiation of the other existing requirements in this
respect (such as IAS 2, IAS 16 or IAS 38) is nqirapriate.

Question 9 — Paragraph 58 proposes the costs thatlate directly to a contract for
the purpose of (a) recognising an asset for resowgs that the entity would use tq
satisfy performance obligations in a contract and k) any additional liability
recognised for an onerous performance obligation.

Do you agree with the costs specified? If not, whabsts would you include and why?

As mentioned in our response to Question 8, we irentavinced that the accounting treatment of the
contract costs should not have been discussedsiih

However, we have decided to respond to this quest® we consider that we are particularly
concerned by this proposal that will result in mauiging a loss for_eaclnerous performance
obligation of a contract while the contract is aleprofitable. We consider that the information
provided will not be useful to users as it does mefiiect the economics and the performance of the
contract. Conversely, we believe that the existhg 37 approach, based on an overall approach of
the contract (after segmentation/combination), jles relevant information on onerous contracts and
thus should be maintained.

We also note that the requirement to recognisealaility for onerous performance obligations is
established at the level of a performance obligatiod not at the level of the separpésformance
obligations (in other words at a lower level thaa tinit of account for identification and measureime
of performance obligations). Please note that shtiit requirement be established at the levehef t
separate performance obligations, our concern abeutack of usefulness of the information would
nevertheless remain the same.

Regarding the requirement to measure the costsp&sforming the onerous obligation on a
probability-weighted approach, please refer to cwnments in Question 4 concerning our view on
the probability-weighted approach.



Question 10 — The objective of the boards’ proposedisclosure requirements is tg
help users of financial statements understand thenaount, timing, and uncertainty
of revenue and cash flows arising from contracts wh customers. Do you think the
proposed disclosure requirements will meet that olgictive? If not, why?

Question 11 — The Boards propose that an entity skt disclose the amount of itS
remaining performance obligations and the expectediming of their satisfaction
for contracts with an original duration expected toexceed one year.

Do you agree with that proposed disclosure requireent? If not, what, if any,
information do you think an entity should disclose about its remaining
performance obligations?

\L*4

Question 12 — Do you agree that an entity should sihggregate revenue into thg
categories that best depict how the amount, timingand uncertainty of revenue and
cash flows are affected by economic factors? If notvhy?

General comment

We are concerned that there is a general currsstodure overload within IFRS. This overload of
information is not only burdensome and costly fortitees but also obscures sometimes key
information for users. We thus urge the IASB to ptete the Disclosure Phase of its Framework
project as soon as possible to enable entities deenfrom a compliance exercise toward a real
principles-based disclosure framework focused gnitkrmation for users.

Presentation of net contract asset and contract Iklity

We are not convinced of the relevance of this meguént as we are not sure of understanding its
decision-usefulness for users. In addition, thigur@ment can lead to significant costs for some
entities as they will be requested to review andpadheir IT systems to capture the necessary
information. We therefore recommend that the IASRBssess this requirement in the light of its
benefits for users.

Reconciliation of contract balances
We also question the decision-usefulness of theneiiation of contract balances for users compared
to its costs for preparers.

Question 13 — Do you agree that an entity should @ty the proposed requirements
retrospectively (that is, as if the entity had alwgs applied the proposed
requirements to all contracts in existence during @y reporting periods presented)?
If not, why?

Is there an alternative transition method that woull preserve trend information
about revenue but at a lower cost? If so, please @ain the alternative and why you
think it is better.

We agree with the proposed retrospective applicatitowever, we are convinced that this proposal
will be really burdensome for some entities. Thws,urge the IASB to contemplate a sufficiently long
lead time to help alleviate some of the concerrmestduhis proposal.



Question 14 — The proposed application guidance iatended to assist an entity in
applying the principles in the proposed requiremerd. Do you think that the
application guidance is sufficient to make the propsals operational? If not, what
additional guidance do you suggest?

The guidance provided is generally simplistic aassumes “standardised” facts and circumstances
and not complex situations. The usefulness of ghislance is therefore reduced as it will not help
entities to address the most complex transactibms. is contrary to one of the objectives of the ED
that was to provide a robust revenue recognitiaméwork to deal with complex transactions.

We believe that as long as complex situations hebtebeen field-tested it is not possible to assess
how effective a model is and how it provides appeip and consistent answers to the problems it
purports to address.

To further illustrate our comments, please findelhdéter some detailed examples: ,

Example 2 — Contract modifications — this exammlesdnot specify how it is assessed that the
discount granted to the customer is material (i@ tontext of the preexisting customer
relationship);

Example 6 — Telecommunication services — this exampes not consider the possibility that
the fixed monthly fee could be interdependent \ilith pricing of the additional call minutes

or texts (stated otherwise, the fixed monthly fesyralso include a significant discount as the
customer has been granted the option to buy additimall minutes or texts without a material

discount);

Example 14 — Sale and repurchase of an assetputh@ption example illustrates a refund at
the initial transaction price. However, in somedustlies, the refund price is inferior to the
transaction price as the length of the contradigmificant. It would have been useful to
illustrate such a case;

Example 15 — Manufacturing services versus manufedtequipment — this example is not
useful as it assumes in the scenario 1 that alaib#te indicators of control are met and the
contrary in the scenario 2; so one of the key s&fiehe ED, e.g. how to assess the transfer of
control in transactions that combine goods andiees\is not addressed;

Example 16 — Consulting services — this examplerass that the fees are non-refundable
which is very rare in practice;

Example 27 — refer to our answer to question 1.

In addition, we note that:

the useful guidance previously included in IAS 18 the financial fees that are earned as
services are provided should have been maintained;

the future accounting treatment of dividends shtalde been specified.
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Question 15 — The Boards propose that an entity sk distinguish between the
following types of product warranties:

(a) a warranty that provides a customer with coverage dr latent defects in the
product. This does not give rise to a performance khigation, but requires an
evaluation of whether the entity has satisfied itperformance obligation to transfer
the product specified in the contract.

(b) a warranty that provides a customer with coveragedr faults that arise after the
product is transferred to the customer. This givesise to a performance obligation
in addition to the performance obligation to transer the product specified in the
contract.

Do you agree with the proposed distinction betweerthe types of product
warranties? Do you agree with the proposed accoumty for each type of product
warranty? If not, how do you think an entity should account for product warranties
and why?

Appendix B.15 proposes that if an entity is requdite repair defective products in a warranty
covering latent defects in the product, the entibgs not recognise revenue for the portion of the
transaction price attributed to the products’ congrds expected to be replaced in the repair process
Thus, revenue would only be recognised on the “amapts that are not expected to be replaced”.
This proposal is inconsistent with the model pregbm the ED which is based on the identification
and the allocation of the transaction price to smpaperformance obligations and not down to the
components of separate performance obligations.

More generally, we consider that the proposed atdawoy treatment for warranties that cannot be sold
separately by the entity (as for example, a statutearranty) is not appropriate as it delays the
recognition of revenue while the entity is only cuittied to incur potential additional costs
subsequently to the sale of the asset to the cestdExisting IAS 37 requirements should therefaze b
maintained. Recognising the liability at the dafetlre sale of the related product reflects the
economics of such warranties that have no standalalue for the customer.

The guidance on the distinction between a qualitynsurance warranty and an insurance
warranty is not sufficiently robust

We are convinced that in many cases it will beidiff for entities to properly distinguish betwean
quality insurance warranty and an insurance wayrddbwever, this distinction is important as the
changes in estimates would be recognised as arstadjnt of revenue in the case of a quality
insurance warranty whereas the initial allocatiérthe transaction price will not be modified in the
case of an insurance warranty.

We consider that the IASB has not provided suffitierobust indicators to help entities make this
distinction. For example, the third indicator pmetl in AppendixB.18 suggests that long—term
warranties are generally insurance warranties velsetgpically, in some industries, as in real estate
the fact that the coverage period is long doeswmedn that it is aimed at principally covering fault
arising after the transfer of the product.
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Question 16 — The boards propose the following if Bcence is not considered to b
a sale of intellectual property:

1%

(a) if an entity grants a customer an exclusive licencéo use its intellectual
property, it has a performance obligation to permit the use of its intellectual
property and it satisfies that obligation over theterm of the licence; and

(b) if an entity grants a customer a non-exclusive liceee to use its intellectua
property, it has a performance obligation to transér the licence and satisfies thaf
obligation when the customer is able to use and befit from the licence.

Do you agree that the pattern of revenue recognitio should depend on whethe
the licence is exclusive? Do you agree with the patns of revenue recognition
proposed by the boards? Why or why not?

The IASB requires applying another criterion than the transfer of control in the case of a sale of
a licence or a similar intangible asset. We believihat this illustrates that a single principle
cannot be applied to all contracts

We note that the ED requires applying another defm of transfer of control when assessing if a
contract consists in a sale of licence or simiangible asset (e.g. “when the customers obtaias t
control of substantially all the rights associatégth the entity’s intellectual property”) withoutven
defining the notion of “substantially all the righdissociated”. In addition, we note that this psapes
introduced through the guidance to the ED withatingustifying it.

We believe that this illustrates that a single gipfe cannot be applied to all contracts.

The accounting treatment of contracts relating to icences and rights to use that are not sales
should have been discussed within the ED Leases

The IASB proposes to exclude the leases of intdmgibsets from the scope of the future ED Leases
based on the following rationale: “Although the fsahave identified no conceptual reason why a
lease accounting standard should exclude intangibbets, the boards decided that they would not
include leases of intangible assets within the sadpghe proposed IFRS until they had considered th
accounting for intangible assets more broadly». {E€ases” BC36).

At the same time, the IASB requests the viewstdnstituents in the ED Revenue Recognition on
the accounting for the granting of intellectualgedy of the entity.

We disagree with the process followed by the IA§Bcepropose to scope out intangible assets from a
project aimed at dealing with both lessee and tessocounting and at the same time to request views
on the lessor accounting of some other intangiséets.

We consider that the accounting by the lessor pfract relating to both exclusive and non-exclusive

licences and rights to use intellectual propertythaf entity (that are not sales) should have been
discussed within the ED “Leases”.
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Question 17 — The boards propose that in accountinfpr the gain or loss on the
sale of some non-financial assets (for example, amgible assets and property
plant and equipment), an entity should apply the reognition and measurement
principles of the proposed revenue model. Do you egp? If not, why?

We do not agree with this proposal for the sames@lmeentioned reasons for which we do not agree
with the recognition and measurement principlethefproposed revenue model. For further details,
please refer to all our other comments.

Moreover, we note the proposed accounting in Quiestv for a sale of an intangible asset (eg based
on the transfer of control) is not consistent wifth proposed accounting in Question 16 for the clale
an entity’s intellectual property (e.g. when subgtdly all the rights have been transferred) even
though the latter are also intangible assets.

| Question 18 — Other questions |

Contract asset versus receivable

ED.BC101 states that a contract asset becomegiaable on the point in time at which the entitg ha
an unconditional right to consideration. We notat the definition of a receivable within IAS 32 doe
not require the right to consideration to be undimthl. We are generally not in favor of the uge o
different definitions within IFRS. In any case, Welieve that the Board should clarify the impact of
this difference, if any.

In addition, we believe that more guidance shoelghtovided to help entities to determine the pimint
time at which a contract asset becomes a receivable
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