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ICAEW welcomes the opportunity to comment on EFRAG's draft comment letter to IASB 
ED/2017/4 Property, Plant and Equipment - Proceeds before Intended Use (Proposed 
amendments to IAS 16) published by EFRAG in July 2017. 
 
This response of 13 October 2017 has been prepared on behalf of ICAEW by the Financial 
Reporting Faculty. Recognised internationally as a leading authority on financial reporting, the 
Faculty, through its Financial Reporting Committee, is responsible for formulating ICAEW policy on 
financial reporting issues and makes submissions to standard setters and other external bodies on 
behalf of ICAEW. The Faculty provides an extensive range of services to its members including 
providing practical assistance with common financial reporting problems. 
  



ICAEW is a world-leading professional accountancy body. We operate under a Royal Charter, 
working in the public interest. ICAEW’s regulation of its members, in particular its responsibilities in 
respect of auditors, is overseen by the UK Financial Reporting Council. We provide leadership and 
practical support to over 147,000 member chartered accountants in more than 160 countries, 
working with governments, regulators and industry in order to ensure that the highest standards 
are maintained. 
 
ICAEW members operate across a wide range of areas in business, practice and the public sector. 
They provide financial expertise and guidance based on the highest professional, technical and 
ethical standards. They are trained to provide clarity and apply rigour, and so help create long-term 
sustainable economic value. 
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MAJOR POINTS 

Support for the proposals 

1. In our draft response to the IASB we broadly support the proposals but call for further 
consideration about when an item of property, plant and equipment is available for use.  

 

RESPONSES TO SPECIFIC QUESTIONS 

Q1: The IASB is proposing to amend IAS 16 to prohibit deducting from the cost of property, 
plant and equipment any proceeds from selling items produced while bringing that 
property, plant and equipment to the location and condition necessary for it to be capable 
of operating in the manner intended by management. Instead, an entity would recognise 
those sales proceeds in profit or loss.  

Do you agree with this proposal? Why or why not? If not, what alternative would you 
propose, and why?  

2. In our draft response to the IASB we broadly agree with the proposed recognition in profit and 
loss account of any sale proceeds arising from the sale of items produced while bringing an 
asset to the location and condition necessary for it to be capable of operating in the manner 
intended by management, together with the costs of producing those items.  
 

3. However, we also believe that the Board should consider again whether it would be helpful to 
clarify when an item of property, plant and equipment should be regarded as available for use. 
To our mind this is the more fundamental point, and as noted in the Basis For Conclusions, it is 
an area where there is currently diversity in practice. Further clarity might be helpful, 
particularly in light of the proposed amendments.  

 
Q2: EFRAG’s response is based on the IASB’s identification of diversity in practice. In your 
experience:  
 
(a) Is the issue of selling items produced during the testing phase of making an item of PPE 

ready for its intended use widespread?  
 

(b) If widespread, are the amounts generated from such sales material?  
 

(c) How frequently do proceeds generated from selling items produced during the testing 
phase exceed the cost of testing?  
 

(d) EFRAG notes that the ED does not propose any corresponding amendment to IAS 38 
Intangible Assets (which does not refer to proceeds of selling items produced during 
testing). If such proceeds often arise in practice, are the amounts material and how are 
these amounts accounted for? 
 

4. We have no comments on these matters at this stage.  
 


