Buenos Aires, September 16", 2002

Chairman

International Accounting Standards Board
Sr David Tweedie

Dear Sirs,

Kindly find enclosed hereto the comments el abor ated by the Scientific And Technical Sudy Centre (CECyT) on
the proposed amendments to the I nternational Accounting Standardswhich constitutesa main stepin our joint

work.

For your better information, please notethat it isthrough the CECyT that our Federation (FACPCE, Argentine
Federation of Professional Councils on Economics) iscommitted to consider, study and prepare exposure drafts
andis, therefore, in charge of theissuance of professional standards of compul sory application by each one of
the twenty -three Argentine Professional Council adhered to this Institution.

CECyT has been involved in thisfield for the last 30 years and has led the harmonization process of the |AS
since 1997, thefirst stage of which was concluded in December 2000 by issuing the Technical Resolutions 16
through 19 that are consistent with the IAS.

Since June, CECyT has been an active part in the process of this labour which is developed in four Work

Commissionswhere morethan 15 professional s provide their expertise and knowl edge in accounting subjects.

Hoping our comments be of use, we remain at your disposal should you require further assistance.
Yours faithfully,

Oscar Gerardo Maciel Luis Jorge Garzarén

Secretary Chairman
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Comments on Exposure Draft of Proposed - IMPROVEMENTS TO INTERNATIONAL ACCOUNTING STANDARDS

IAS1
Presentation of Financial Statements

Question 1

Do you agree with the proposed approach regarding departure from a requirement of an Internationa Financia
Reporting Standard or an Interpretation of an Internationa Financial Reporting Standard to achieve a fair
presentation (see proposed paragraphs 13-16)7?

Answer:

Yes, we do. It should be emphasized that departurefromarequirement of said Standards/I nter pretations must
occur only in “ extremely rare circumstances’ .

Question 2
Do you agree with prohibiting the presentation of items of income and expense as ‘extraordinary items’ in the
income statement and the notes (see proposed paragraphs 78 and 79)?

Answer:

Yes, we do. However, the presentation of items of incomes and expenses as extraordinary items could be
accepted when events bear the following features:

0 unusual nature

o infrequency

o independency from management decisions

Question 3
Do you agree that a long-term financid liability due to be settled within twelve months of the balance sheet date
should be classified as a current liability, even if an agreement to refinance, or to reschedule payments, on a

long-term basis is completed after the balance sheet date and before the financia statements are authorised for
issue (see proposed paragraph 60)?

Answer:
No, we do not agree. We think it would be more adequate that:

Afinancial liability due within twelve months should not be classified as current when, and only when, the entity
hastheintention to refinance it for a termnot lessthan 12 months and the entity proves the positive ability to
complete the refinancing (for more than 12 months) as follows:

o After theend of thefinancial year, but beforetheissuance of thefinancial statements, the entity issuesa
long-termfinancial liability directly linked to the financial liability that, otherwise, would have been

classified as short-term. (i.e. it is not the “ replacement” of a short-termliability “ x” for along-term
liability “ z*, but the long-term “ refinancing” of an existing short-term liability.

0 Before the issuance of the financial statements, the entity enters into an agreement that allows it to

refinance the financial liability, due within 12 months, for more than 12 months, in accordance to
positive provisions and if the following conditions are met:
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Comments on Exposure Draft of Proposed - IMPROVEMENTS TO INTERNATIONAL ACCOUNTING STANDARDS

1. Theagreement isnot due beforethe end of thefinancial year and the creditor hasno possibility
to extinguish the agreement during that period, except for breaches of whichever * covenant” ,
the fulfilment of which can be objectively measured.

2. Thereis no breach of this“ covenant” at the date of the financial statements or prior to its
issuance; but if a breach took place, alegal release fromthe creditor would be obtained before
the date of the financial statements.

3. Thecreditor has the proved ability to comply with the agreement.

Question 4

Do you agree that:

(@ a longterm financia ligbility that is payable on demand because the entity breached a condition of its loan
agreement should be classified as current at the balance sheet date, even if the lender has agreed after the balance
sheet date, and before the financial statements are authorised for issue, not to demand payment as a consequence
of the breach (see proposed paragraph 62)?

(b) if alender was entitled to demand immediate repayment of aloan because the entity breached a condition of
its loan agreement, but agreed by the balance sheet date to provide a period of grace within which the entity can
rectify the breach and during that time the lender EXPOSURE DRAFT OF REVISED IAS1 cannot demand
immediate repayment, the liability is classified as non-current if it is due for settlement, without that breach of
the loan agreement, at least twelve months after the balance sheet date and:

(i) the entity rectifies the breach within the period of grace; or

(il) when the financial statements are authorised for issue, the period of grace is incomplete and it is probable
that the breach will be rectified (see proposed paragraphs 63 and 64)7?

Answer:

Paragraph (a): No, we do not agree. It should be classified as non current.

Paragraph (b): Yes, we agree.

Question 5

Do you agree that an entity should disclose the judgements made by management in applying the accounting
policies that have the most significant effect on the amounts of items recognised in the financial statements (see
proposed paragraphs 108 and 109)?

Answer

Yes, we agree. The financial information should be broaden for the benefit of users of financial statements’.

Question 6
Do you agree that an entity should disclose key assumptions about the future, and other sources of measurement

uncertainty, that have a significant risk of causing a materia adjustment to the carrying amounts of assets and
lighilities within the next financial year (see proposed paragraphs 110-115)7?
Answer:

Yes, we agree. Although itismorelikely that the entitieswill apply the alter native referred toinparagraph 114,
becauseitismoresimple, easier and requireslesseffort, including a noteto thefinancial statementsasfollows:
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Comments on Exposure Draft of Proposed - IMPROVEMENTS TO INTERNATIONAL ACCOUNTING STANDARDS

“ The preparation of financial statements under the professional accounting standards effectivein Argentina
requiresthe Directive Board and the Management of an entity to make estimationsthat affect the cal culation of
the amounts of assets and liabilities, and the disclosure of contingencies existing at the date of the i ssuance of
thefinancial statements. Factual resultsand amounts can differ fromthe estimations made for the preparation of
the financial statements.”
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Comments on Exposure Draft of Proposed - IMPROVEMENTS TO INTERNATIONAL ACCOUNTING STANDARDS

IAS 2
Inventories

The following are our comments about the proposed amendments to the existing standard:
General comments:

a)

f)

9)

h)

In our opinion, the most relevant changeintroduced by the improvement project to thereferred standardis
the elimination of the option to apply other valuation method than historical cost. Result surprising to us
that thisimportant change hasn’t been included in the Summary of Main Changesand no question hasheen
made about the issue.

We strongly support the intention of the IASB to eliminate the existence of alternatives, resulting in
inconsistent application of the standard by different entities.

According to our experience, result of more than a decade of application of fair value concepts to the
val uation of assets, we are sure that the best val uation method to apply to inventories (included in the scope
of the standard) is the “ current replacement cost” .

According to the |ASB Framework, the main objective of thefinancial statementsisto provideto the user of
thefinancial statement information useful to assessthe ability of the reporting entitiesto generate cash or
cash equivalents and the needs to utilise those cash flows.

As information about the financial position is primarily provided in the Balance sheet, the use of the
proposed method provide to the users mor e precise and useful information about the resourcesavailable.
The use of current replacement cost doesn’t meansin any way that “ unrealised gains’ are being recognised.
Of coursethat the same concept have to be applied to the val uation of cost of salesto be consistent with the
related asset measurement. In this case thereisno doubt for us that the accountingconcept suggestedis
closer to the economic concept used for the entitiesin adopting economic decisions. The margin on sales
determined using the proposed method iswithout doubt the most efficient way of deter mining the capacity of
the entity to generate income trough transactions and to estimate the future cash flows to be generated.
We know that the use of historical cost isawidely extended practice, and in our opinion isan acceptable
alternative under stable economic conditions, when the difference between both methods usually is
immaterial. Under conditions of significant changes in relative prices of goods and services, the use of
historical cost (even restated under 1AS 29) doesn’t provide useful information.

Our “ benchmark” proposal about the subject isto adopt “ current replacement cost” asthe only applicable
method to the val uation of inventories (included in the scope of IAS2), accepting historical cost onlyinthe
case of immaterial difference resulting of the application. We ar e awar e that the adoption of the proposed
standard will imply a huge change in relationship with accounting practices extensively used, and we think
that accepting both options during a certain time will permit the entities to establish a close relationship
with the use of fair valuein measuring it’ sassets and costs. Then will be the moment to adopt only onefair
value concept in measuring inventories.

Our opinionisthat the* Framework for the preparation and Presentation of Financial Satements’ haveto
include the definition of an “ accounting model” with no options for one accounting concept.

Thefollowing areour answersto the questionsincluded in the Invitation to Comment to the IAS2 | mprovement
Project.

Question 1:
Do you agree with diminating the dlowed dternative of using the last-in, firg-out (LIFO) method for
determining the cost of inventories under paragraphs 23 and 24 of 1AS 2?

Answer:

We agreewith the elimination of the LIFO option. The use of the mentioned alter native of measurement, gives
the fal se sensation of measuring the costs of inventories consumed or sales at an actual measurement. We
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repeat in this case the opinion given previously about the use of Current replacement cost asthe only correct
option to measure the consumption of inventories at fair value. The LIFO optionisa* patch” that partially
correctsthe deviation in the measurement of costs but i ncrease the deviation in the measurement of therelated
assets.

Question 2:

IAS 2 requires reversal of write-downs of inventories when the circumstances that previoudly caused inventories
to be written down below cost no longer exist (paragraph 30). IAS 2 aso requires the amount of any reversa of
any write-down of inventories to be recognised in profit or loss (paragraph 31).

Do you agree with retaining those requirements?

Answer:

We agree with retaining the option of reversing previously made write-downs of inventoriesin the mentioned
case with effect in the income statement.
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Comments on Exposure Draft of Proposed - IMPROVEMENTS TO INTERNATIONAL ACCOUNTING STANDARDS

IAS8
Net Profit or Loss for the Period, Fundamental Errorsand Changesin Accounting Policies

Question 1

Do you agree that the alowed dternative treatment should be eliminated for voluntary changes in accounting
policies and corrections of errors, meaning that those changes and corrections should be accounted for
retrospectively as if the new accounting policy had always been in use or the error had never occurred (see
paragraphs 20, 21, 32 and 33)?

Answer:

Wedo not agree. If a voluntary change or a correction of an error ismade, the financial statements, presented
comparatively, must be modified.

Question 2

Do you agree with eiminating the distinction between fundamenta errors and other material errors (see
paragraphs 32 and 33)?

Answer:

Yes
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Comments on Exposure Draft of Proposed - IMPROVEMENTS TO INTERNATIONAL ACCOUNTING STANDARDS

IAS 10
Events After the Balance Sheet Date

There are no questions on these proposed i mprovements.

-8/8-



Federacion Argentina de Consejos Profesionales de Ciencias Econémicas (F.A.C.P.C.E.)

Comments on Exposure Draft of Proposed - IMPROVEMENTS TO INTERNATIONAL ACCOUNTING STANDARDS

IAS 15
Information Reflecting the Effects of Changing Prices

The following are our comments about the proposed amendments to the existing standard:

General comments:

We agree with thewithdrawal of the mentioned standard. Inour view, proper accounting can’t bereplaced with
disclosure of the differences.

Inour opinion, all statementsissued in a currency corresponding to a unstable environment have to be restated
applying 1AS 29.

We have a | ot of experience about living and making economic decisions under both environments:; stableand
high inflation and is very clear for us that economic operators use for their decisions, nominal valuesin the
former and “ current” valuesin the latter.

Theinformation needed for making economic decisionsresults of the combination of using“ current replacement
cost” for certain assets and “ restated historical cost” for others like PP&E.

Our proposal related to theissueisthe extended application of the restatement contemplatedinl AS29toall the
financial statementsissued in a currency of a country with unstable economic conditions. The meaning of this
concept is where the currency is affected for high inflation.

IAS29refersto“ Hyperinflation” , extreme situation wher e the use of thelocal currency practically disappear
and almost all the transactions are made in a foreign currency.

In our view, the proper term to be used is “ High Inflation” , being the conditions to be met very properly
described in | AS 29, except the 100% accumul ated rate for three years, rate very high in our appreciationto
trigger the restatement of the figures.
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Comments on Exposure Draft of Proposed - IMPROVEMENTS TO INTERNATIONAL ACCOUNTING STANDARDS

IAS 16
Property, Plant and Equipment

Question 1
Do you agree that al exchanges of items of property, plant and equipment should be measured at fair value,

except when the fair value of neither of the assets exchanged can be determined reliably (see paragraphs 21 and
21A)?

Answer
NO, we do not agree.

In our opinion, the only measurement criterion that should be admitted for held for useassets, suchasproperty,
plant and equipment, is historical cost, which is the same preferred criterion considered in IAS 16. As the
existing |AS 16 indicates, the exchange of thistype of assets does not, strictly, represent the culmination of an
earning process and, asa conseguence, when the asset received in exchangeis used in the same line of business
andinasimilar manner than the asset given up, the recognition should be measured at the carrying amount (the
existing carrying amount) of the asset given up, including any deduction of impairment that could have been
charged to the asset given up before the date of the exchange.
Additionally, when, aspart of the exchange of assets, cash or cash equivalentsareincluded, the Sandard should
include guidance to classify the transaction as monetary or non-monetary (for example, considering the
per centage of cash involved in the exchange estimated on the fair value of the asset given up). In this case:
a) iftheexchangeisclassified asanon-monetarytransaction, (i) any monetary consideration paid by theentity
should be added to the measurement of the asset received upon initial recognition, or (ii) any monetary
consideration received by the entity should be recognized as an incomeif the fair val ue of theassst givenup
by the entity can be measured reliably, and only at the amount of the fair value in excess of the carrying
amount of the asset given up, while the remains of the consideration received should be considered by
subtracting it from the cost of the asset initially recognized upon the exchange;
b) iftheexchangeisclassified as monetary, the same accounting treatment, as defined in the next paragraph
for the exchange of assets that will not be used in the same line of business, should be applied.

When the assets exchanged do not have a similar usein the sameline of business and the fair value of any of the
assets exchanged can bereliably measured, the measurement, upon initial recognition, should be (a) thefair
value of the asset given up adjusted, where appropriate, for any amount of cash or cash equivalentincludedin
the transaction or (b) thefair value of the asset received, if it isa more reliable measurement. In these cases,
when thefair value of any of the assets exchanged cannot bereliably measured, theinitial measurement of the
asset received should be the carrying amount of the asset given up.

uestion 2
80 you agree that al exchanges of intangible assets should be measured at fair value, except when the fair
value of neither of the assets exchanged can be determined reliably? (See the amendments in paragraphs 34-34B
of IAS 38, Intangible Assets, proposed as a consequence of the proposal described in Question 1.)
(Note that the Board has decided not to amend, at this time, the prohibition in IAS 18, Revenue, on recognising
revenue from exchanges or swaps of goods or services of a similar nature and value. The Board will review that

policy later in the context of a future project on the Recognition of Revenue.)
Answer:

The same rationale as for question 1 is applied to this question.
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Comments on Exposure Draft of Proposed - IMPROVEMENTS TO INTERNATIONAL ACCOUNTING STANDARDS

Question 3
Do you agree that depreciation of an item of property, plant and equipment should not cease when it becomes

temporarily idle or isretired from active use and held for disposal (see paragraph 59)?
Answer:
No, we do not agree.

We disagree with the criterion of the depreciation policy applied to the assetsretired fromactive use and held
for disposal (which are not expected to receive an alternative use until its disposal) since thistreatment maylead
to not reasonable measurements. These assets should be measured at their net realisable value estimated on
year-end. If thereisno reliable net realisable value, either a depreciation policy could still be applied or the
carrying amount could be reduced to nil if there are no reliable bases leading to foresee a recovery.

Furthermore, gains should only be recognised when measuring at the net realisable valueif (a) said valueis
agreed by contract or (b) if thereisan active market for trading the assetsretired from active use and the net
realisable value could be calculated on the basis of market transactions close to year-end for similar assets.

We find the proposal of not ceasing with the depreciation policy reasonablein the case of assetstemporarily
retired from active use. Even though in these cases it should be considered if it is reasonable to maintain
unchanged the former depreciation policy specially when thisis based on elaborated products or hours of
service.
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IAS 17
L eases

Question 1

Do you agree that when classifying a lease of land and buildings, the lease should be split into two elements—a
lease of land and a lease of buildings?

The land element is generally classified as an operating lease under paragraph 11 of IAS 17, Leases, and the
buildings element is classified as an operating or finance lease by applying the conditions in paragraphs 310 of
IAS 17.

Answer:

Yes

Question 2

Do you agree that when a lesser incurs initial direct costs in negotiating a lease, those costs should be capitalised
and allocated over the lease term?

Do you agree that only incrementa costs that are directly attributable to the lease transaction should be
capitalised in this way and that they should include those interna costs that are incremental and directly
attributable?

Answer:

Yes.
But the SFAS91 is more complete :

Initial direct costs. Only those costs incurred by the lesser that are (a) coststo originate a leaseincurredin
transactions with independent third partiesthat (i) result directly fromand are essential to acquirethat lease
and (ii) would not have been incurred had that |easing transaction not occurred and (b) certain costsdirectly
related to specified activities performed by the lesser for that lease. Those activities are: evaluating the
prospective lessee'sfinancial condition; evaluating and recording guarantees, collateral, and other security
arrangements; negotiating leaseterms; preparing and processing lease documents; and closing the transaction.
Thecostsdirectly related to those activities shall include only that portion of the employees' total compensation
and payroll-related fringe benefits directly related to time spent performing those activitiesfor that lease and
other costsrelated to those activities that would not have been incurred but for that lease. Initial direct costs
shall not include costsrelated to activities performed by thelesser for advertising, soliciting potential | essees,
servicing existing leases, and other ancillary activities related to establishing and monitoring credit policies,
supervision, and administration. Initial direct costs shall not include administrative costs, rent, depreciation,
any other occupancy and equi pment costs and employees' compensation and fringe benefitsrelated to activities
described in the previous sentence, unsuccessful origination efforts, and idle time.
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Comments on Exposure Draft of Proposed - IMPROVEMENTS TO INTERNATIONAL ACCOUNTING STANDARDS

IAS 21
The Effects of Changesin Foreign Exchange Rates

The following are our comments about the proposed amendments to the existing standar d:

General comments:

a) We agree with the general approach of the main changes, especially with the elimination of alternatives,
leading to inconsistent application of the standards. In our opinion, the application of the previous
alternative to capitalise the losses resulting from severe currency devaluation produce inconsistent
valuation of assets, only depending in the structure of the liabilities and the intention of the entity. For
valuation of assets, we support the use of “ current replacement cost” , being in our opinion the best
accounting solution to produce meaningful information in the mentioned context.

b) Wesupport thefree choice of all the currenciesthey need for the entities participating in the global markets.
Especially because the use of a“ functional currency” concept, guaranteesthat thefiguresincluded inthe
standards are not affected by the referred choice of the presentation currency.

c) Westrongly support for entitieswhose functional currency isthe currency of a hyperinflationary economy,
and for which the comparative amounts ar e being translated into the currency of a non hyperinflationary
economy, not to modify the figures presented inthe prior year financial statements. Otherwise, will bevery
difficult to understand the meaning of the changes.

d) Wesupport the consistent application of a translation method either for inclusion in thefinancial statements
of thereporting entity or for presenting their stand-alone standardsin a different presentation currency.

Question 1

Do you agree with the proposed definition of functional currency as “the currency of the primary economic
environment in which the entity operates’ and the guidance proposed in paragraphs 712 on how to determine
what is an entity’s functional currency?

Answer:

We don’t agree with the definition of functional currency included in pa. 6, but we support the explanations of
the concept included in pa. 7. In our opinion, the usetheterm* environment” asthe only concept underlyingin
the definition gives excessive height to the concept of “ place when the entity develop itsactivity” . We think that
the most important concept in the definition of the functional currency have to be the currency that mainly
influences sales prices and the more significant costs and expenses.

Question 2

Do you agree that a reporting entity (whether a group or a stand-aone entity) should be permitted to present its
financia statementsin any currency (or currencies) that it chooses?

Answer:

We agree with the free choice of all the currenciesthat the entity decidesto use. The proper disclosure of the

criteriafor determining the functional currency and the translation method givesall theinformation neededto a
clear understanding of the translated figures, and are more useful in different capital markets.

Question 3
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Do you agree that al entities should trandate their financiad statements into the presentation currency (or
currencies) using the same method as is required for trandating a foreign operation for inclusion in the reporting
entity’ s financia statements (see paragraphs 37 and 40)?

Answer:

We agree with the proposed method of translation. Gives consistency to theinformation provided for the entity,
not able to prepare two different sets of standards translating into the same currency.

Question 4
Do you agree that the allowed aternative to capitalise certain exchange differences in paragraph 21 of 1AS 21

should be removed?
Answer:

We agree with the elimination of the mentioned alter native. We support in general thedimination of freechoices
in the same situation. If different valuation methods areto be applied, the reason hasto be that the underlying
situations are different.

Question 5

Do you agree that

(& goodwill and

(b) fair value adjustments to assets and ligbilities

that arise on the acquisition of a foreign operaion should be treated as assets and liabilities of the foreign
operation and trandated at the closing rate (see paragraph 45)7?

Answer:
We agree that all the assets (including goodwill) and liabilities located in the same country of the foreign

operation have to be considered as integral part of the foreign operation an consequently translated at the
closing rate as defined in pa. 45.
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IAS 24
Related Party Disclosures

Question 1

Do you agree that the Standard should not require disclosure of management compensation, expense allowances
and similar items paid in the ordinary course of an entity’s operations (see paragraph 2)?

‘Management’ and ‘ compensation’ would need to be defined, and measurement requirements for management
compensation would need to be developed, if disclosure of these items were to be required. If commentators
disagree with the Board' s proposal, the Board would welcome suggestions on how to define ‘ management’ and
‘compensation’.

Answer:
NO, we do not agree.

Because management is a related party, we consider that management compensations should not receive a
different treatment from the rest of the transactions with related parties in the Standard.

Thefact that some countries may reguiretherevelation of thisinformationin thefinancial statements, together
with the approval of compensations by the Shareholders’ Meeting, asherein Argentina, we do not consider that
thisisreason enough to eliminate this requirement from the International Sandard.

We agree with the point of view that disclosure, on individual basis, may be questioned for privacy reasons,
what may be solved by requiring disclosure of management compensations be made on a global basis.
Particularly, it isvery important to disclose the total amount of management compensations, to reveal those
compensations granted for results or other indicators.

Regar ding the definition of management, it should not be different fromthe proposed definition in paragraph
9.(d) in the Sandard, which includes directors, audit committee members and key management personnel.

Theinformation to disclose should include the total amount of compensationsaccrued aswell as benefitsin kind
granted for services of any nature provided to the entity under a global basis. If any amount from the
compensation is paid through a bonus or benefit plan, the disclosure should include a brief description of the
plan and the grounds on which employeesare part of, or if the payment were made through optionsconvertible
in shares, the disclosure should encompass the scope of the right the amount of shares to be granted for the
options, the exercise price, the purchased price (if any), and the maturity date of the options. Furthermore,
disclosure should evidencetotal amountsreserved or accrued by the entity to pay retirement or similar employee
benefits.

Question 2

Do you agree that the Standard should not require disclosure of related party transactions and outstanding
balances in the separate financial statements of a parent or a wholly-owned subsidiary that are made available or
published with consolidated financia statements for the group to which that entity belongs (see paragraph 3)?
(Note that this proposd is the subject of aternative views of Board members, as set out in Appendix B.)

Answer:

NO, we do not agree.
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When the separate financial statements of the parent or wholly owned subsidiary arerequired by law or used to
base partnership decisions, particularly in thelatter, the disclosure of related party transactionsis of essenceto
under stand the financial and economic situation and the results reported by the entity separately considered
whichisnot shaded by the fact that the parent’ s or wholly owned subsidiary’ sview pointsarereportedinthe
financial statements like the opinion of an investor rather than as a consolidated group.

Intheother cases, when the disclosure of related party transactionsisno longer useful information for theusers
of financial statements bearing in mind their objectives we agree with the proposal of not requiring the
disclosure of the said transactions.

Additional Comments

Paragraph 17 of this Standard requiresdisclosuresof related party transactions made on terms equivalent to
those that prevail in arm’s length transactions only if such disclosures can be substantiated.

Having in mind that usually the mer e existence of the relationship between the parties can imply the transaction
somehow differsfromothers made on terms equivalent to thosethat prevail in arm’ slength transactions, may
entitiesaswell as external auditorsbe required undue efforts because of having to assessif each transaction
has been made on terms equivalent to arm’s length transactions. We regard the disclosure on the nature,
conditions and amounts of transactions as sufficient for userspurposesin order that they be able to understand
the potential effects of said transactions over the financial statements and to take decision therefrom.
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IAS 27
Consolidated Financial Statementsand Accounting for Investmentsin Subsidiaries

Question 1
Do you agree that a parent need not prepare consolidated financial statementsiif al the criteriain paragraph 8 are

met?
Answer:
NO, we do not agree.

Consolidated Financial Information isuseful to understand the position of a group or subgroup by the users of
the financial statements. This kind of information cannot be omitted owed to shareholders' decisions.

Furthermore, if entities must issue separate financial statenents, the disclosure of consolidated financial
information is even more relevant.

Question 2
Do you agree that minority interests should be presented in the consolidated balance sheet within equity,

separately from the parent shareholders’ equity (see paragraph 26)?
Answer:
NO, we do not agree.

We consider that minority interests must not be presented within equity because they are not shareholders of the
parent and, therefore, they do not have interests on the equity of the parent. In our opinion, consolidated
financial statements constitute an appendix to the financial statements of the parent and, in consequence,
minority interests must continue to be presented between liabilities and equity.

Although presenting minority interests within equity could bejustified if the Group is considered fromthe point
of view of the participating entities, i.e. asa single economic entity composed by the parent and the subsidiaries.
We believe that the approach mentioned in the second paragraph of this comment provides more useful
infor mation because theinterest of the shareholdersisthe parent’ s equity, on which the partner ship decisions
are based, such as allocation of dividends.

Additionally, the presentation of the minority interests within equity will cause separate and consolidated
financial statements of the parent to disclose different equities, which, under the parent’ sview point, we do not
consider appropriatefor the above mentioned reasons, and becauseit will be against the criterion of consistency
that must be applied in the preparation of separate and consolidated financial statements of the parent.

Question 3

Do you agree that investments in subsidiaries, jointly controlled entities and associates that are consolidated,
proportionately consolidated or accounted for under the equity method in the consolidated financial statements
should be either carried at cost or accounted for in accordance with IAS 39, Financia Instruments. Recognition
and Measurement, in the investor's

separate financial statements (paragraph 29)?

Answer:
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NO, we do not agree.
There should be no differences between the criteria applied either to separate or to consolidated financial
statements. The criteria must be applied consistently to both separate and consolidated financial statements.

Do you agree that if investments in subsidiaries, jointly controlled entities and associates are accounted for in
accordance with |AS 39 in the consolidated financia statements, then such investments should be accounted for
in the same way in the investor’ s separate financia statements (paragraph 30)?

Answer:

Yes
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IAS 28
Accounting for Investmentsin Associates

Question 1

Do you agree that IAS 28 and IAS 31, Financia Reporting of Interests in Joint Ventures, should not apply to
investments that otherwise would be associates or joint ventures held by venture capital organisations, mutual
funds, unit trusts and similar entities if these investments are measured at fair value in accordance with 1AS 39,
Financia Instruments. Recognition and Measurement, when such measurement is well-established practice in
those industries (see paragraph 1)?

Answer:

We agree with this idea as long as the Standard emphasizes the fact that long-term investments without
guotation are beyond its scope and thisisto be applied regardliess whether it is a generalized practice.

Question 2

Do you agree that the amount to be reduced to nil when an associate incurs losses should include not only
investments in the equity of the associate but also other interestssuch as long-term receivables (paragraph 22)?
Answer:

Yes
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IAS 33
Earnings Per Share

Question 1

Do you agree that contracts that may be settled either in ordinary shares or in cash, at the issuer’s option, should
be included as potentia ordinary shares in the calculation of diluted earnings per share based on a rebuttable
presumption that the contracts will be settled in shares?

Answer:

Yes

Question 2

Do you agree with the following approach to the year-to-date caculation of diluted earnings per share (as
illustrated in Appendix B, examples 7 and 12)?

? Phe number of potential ordinary shares is a year-to-date weighted average of the number of potential ordinary
shares included in each interim diluted earnings per share caculation, rather than ayear-to-date weighted
average of the number of potential ordinary shares weighted for the period they were outstanding (i.e. without
regard for the diluted earnings per share information reported during the interim periods).

Answer:

We do not agree. It would be more precise to use the period they wer e outstanding to make the cal cul ation.
? The number of potentia ordinary shares is computed using the average market price during the interim periods
reported upon, rather than using the average market price during the year-to-date period.

Answer:

No. See above.

? Contingently issuable shares are weighted for the interim periods in which they were included in the
computation of diluted earnings per share, rather than being included in the computation of diluted earnings per
share (if the conditions are satisfied) from the beginning of the year-to-date reporting period (or from the date of
the contingent share agreement, if later).

Answer:

No. See above
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IAS 40
Investment Property

The following are our comments about the proposed amendments to the existing standard:

General comments:

a) We strongly support the intention of the IASB to eliminate the existence of alternatives, resulting in
inconsistent application of the standard by different entities.

b) Wethinkthat giving the option to account as an | nvestment Property those ones held under an operating
lease (becauseincluding land) or maintaining the treatment as assets only to the prepaid |ease payments,
add more inconsistency to the application of the Standards.

¢) We also think that if the option is made on a property-by-property basis, adds moreinconsistency even
within the same entity or group.

d) Inour opinion, agreeingin general with the proposal of considering as Investment Propertiesthose ones
held under operating leases and meeting all the requirements of the definition included in pa. 40fIAS40, all
propertiesheld under the mentioned conditions have to be accounted as I nvestment Properties, recognising
the corresponding liability in the Balance Sheet.

Question 1

Do you agree that the definition of investment property should be changed to permit the inclusion of a property
interest held under an operating lease provided that:

(&) the rest of the definition of investment property is met; and

(b) the lessee uses the fair value model set out in IAS 40, paragraphs 27-49?

Answer:

We agree with the changein the definition proposed, except of our proposal of replacing theterm* may” for the
term*“ shall” in the text added to pa. 4.

Question 2
Do you agree that alessee that classifies a property interest held under an operating lease asinvestment property

should account for the lease as if it were a finance |ease?
Answer:

We agree with the proposal. We think that it is the treatment most consistent with the presentation of the other
leases with almost the same economic characteristics.

Question 3
Do you agree that the Board should not eliminate the choice between the cost modd and the fair value model in

the Improvements project, but should keep the matter under review with a view to reconsidering the option to
use the cost model in due course?

Answer:

We don't agree with the free choice between the fair value model and cost model. We support theideathat in all
the caseswerereliablefair value measurements can be made because the existence of an active market, thefair
value model haveto be adopted. The cost model can be used if, and only if, the mentioned condition can’t be
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reached without an undue cost or effort. We think that adopting the same accounting treatment when the same
conditions exist, add more consistency to the application of the standards.

Jorge José Gil
CECyT General Director
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