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24 October 2003

Dear Ms McGeachin

ED 4“DISPOSAL OF NON-CURRENT ASSETSAND PRESENTATION OF
DISCONTINUED OPERATIONS’

I anwriting with BT Group’s views on the |ASB’ s Exposure Draft 4 “Disposd of non
current assets and reporting of discontinued operations’ (ED 4).

Wefed that there are anumber of significant issues with these proposas. Our greatest
concern is with regard to the nature of the requirements and whether the proposas alow for
meaningful, comparative figures to be arrived at in apracticd, timely and cost effective
manner. Theremainder of thisletter focuses on those specific areas of the proposas with
which we foresee issues.

Definition of discontinued oper ations

The definition as a* component of an entity that either has been disposed of or is classfied as
held for sd€’ is considered to be ingppropriate. This definition would result in many groups
reporting discontinued operations every year and having to restate the prior year comparetive
figures which could be confusing to users of the accounts. A large organisation would
normally expect a degree of churn of assets and businesses as part of its ongoing business
operations and this normal churn should not be reflected by separately including the
associated results as being from discontinued operations. We bdlieve this would devaue the
sgnificance and relevance of separately reporting the results from discontinued operations.
From the perspective of the preparer of accounts thereis aso an associated cost of restating
the financid track record (generdly for at least 5 years) to provide a meaningful trend.

We congder it more appropriate for the definition to be based on the component having a
materid effect on the nature and focus of an entity’ s operations. If it does not have amateria
effect then it is questionable what benefit the additiona information would provide the user of
the accounts.



Presenting discontinued oper ations

We believe that the requirement to disclose revenue, expenses, profit before tax, tax, profit
after tax and the associated comparative figures on the face of the income statement to be
overly prescriptive. We would congder it gppropriate for the revenue and operating profit for
materid items to be disclosed on the face of the income statement and for there to be an
option for the other e ements to be included in the notes to the accounts.

Balance sheet presentation

The proposa requires the separate disclosure of assets held for sale by balance sheet caption
on the face of the balance sheet. We believe that there should be an option dlowing
companies to disclose thisin the notes to the accounts based on the materiality of such items

Classification of non current assets as held for sale

We believe thet the criteria set out in Appendix B are overly precriptive and do not reflect a
principles based approach. The classfication as held for sale should be based on a
demonstrable commitment to sell and a high probaility of a sale taking place, reflected by a
sde contract being entered into before the financiad statements are signed.

In relation to adigposa group it may pregudice commercid negotiations to reflect the assets at
far vaueless costs to sdll prior to a sde contract being negotiated. Accordingly there should
ether be an exemption where it is commercidly sengtive or the classification asheld for sde
should be dependent on a sde contract being in place before the financia satements are
sgned.

M easur ement of assets held for sale

We do not believeit is gppropriate to cease charging depreciation where a fixed asset
continues to be used in generating operating results for the business up to the date of sde.
This treatment would result in a mismatch between the revenues and the costs associated with
generaing those revenues. The decison to sdll an assat may be an indicator of impairment
and hence may result in the need for an impairment test, the result of which would depend
upon whether the asset remained in active use or was surplus to requirements. In the event
that afixed as=t is surplus to requirements (redundant) the recognition of an impairment
charge would result in there being no need to account for further depreciation.

We would be pleasad to discuss our views with you if that would be helpful in addressing the
practical issues associated with FRED 32.

Y ours Sincerdly

JOHN WROE



