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August 29, 2012 

International Accounting Standards Board 

30 Cannon Street, 

London   EC4M 6XH 

United Kingdom 

 

Dear Sirs, 

This letter is the response of the Canadian Accounting Standards Board (AcSB) to Draft IFRIC 

Interpretation DI/2012/1, “Levies Charged by Public Authorities on Entities that Operate in a 

Specific Market”, issued by the International Accounting Standards Board (IASB) in May 2012.  

The AcSB is Canada’s national accounting standard setting body, which has adopted a strategy 

of importing IFRSs into Canada for publicly accountable enterprises, without modification or 

interpretation.  The AcSB consists of members from a variety of backgrounds, including 

preparers, advisors, academics and financial statement users.  Additional information about the 

AcSB can be found at www.frascanada.ca. 

The views expressed in this letter take into account comments from individual members of the 

AcSB and its staff.  However, they do not necessarily represent a common view of the AcSB, its 

Committees or staff.  Formal positions of the AcSB are developed only through due process. 

We commend the Board for its effort to eliminate the diversity in practice in how entities account 

for the obligation to pay certain levies. We agree with the proposed Interpretation as a whole but 

have concerns over the scope and certain other matters as noted below. 
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Scope—Question 1 of the Draft Interpretation 

We are concerned that levies that are due only if a minimum revenue threshold is achieved are 

not included in the scope of the draft Interpretation, given that levies that rely on a minimum 

threshold other than revenue are included in the scope.  We urge the Interpretations Committee 

to make further efforts to reach a consensus that provides guidance for levies that are due only if 

a minimum revenue threshold is met. Not addressing this issue is likely to result in diversity in 

practice, which is what the draft Interpretation was meant to reduce.  Alternatively, if a 

consensus cannot be reached, we suggest referring this issue to the IASB because the lack of an 

IFRIC consensus should not justify an absence of guidance on this issue.    

In the event that levies with a minimum revenue threshold are excluded from the scope of the 

Interpretation, the Basis for Conclusions should provide an explanation of why levies with other 

thresholds are included in the scope and levies with minimum revenue thresholds are excluded.  

This explanation should include the substantive differences between revenue and other 

thresholds that result in only some levies with thresholds being included within the scope of the 

Interpretation. 

It is also unclear whether levies that are required to be paid in order for an entity to have the right 

to continue operating for a stated period are within the scope of the draft Interpretation. On one 

hand, such levies might appear to be subject to the draft Interpretation. However, such a right 

could be considered a specific intangible asset received by the entity in exchange for payment of 

the levy.  We agree with paragraph BC5 in the Basis for Conclusions which notes that judgment 

would be needed in certain cases to determine whether an entity paying a levy receives an asset.  

However, we recommend that specific guidance be included in the Interpretation to help in 

determining when a levy is considered to be a non-exchange transaction.   

It appears that the scope of the draft Interpretation is very broad, based on the characteristics of a 

levy described in paragraph 5, and includes the majority of payments to public authorities (e.g. 

property taxes, commodity taxes and import duties).  It is unclear if this was the intention.  We 

suggest that a ‘levy’ be more precisely defined to avoid any ambiguity in what is included in the 

scope of the Interpretation. 
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Consensus—Question 2 of the Draft Interpretation 

We agree with the consensus proposed in the draft Interpretation and the guidance on the 

recognition of a liability to pay a levy with the exception of paragraph 11. 

We are concerned with the requirement in paragraph 11 of the draft Interpretation that any 

liability to pay a levy within the scope of the draft Interpretation gives rise to an expense.  Given 

the broad scope of the draft Interpretation, there will likely be cases in which levies should be 

capitalized (in part or as a whole) based on the guidance in IAS 2, Inventories, IAS 16, Property, 

Plant and Equipment, or IAS 38, Intangible Assets. For example, if import duties are within the 

scope of the draft Interpretation, IAS 2 requires them to be included in the cost of inventories, 

IAS 16 includes them in the cost of an item of property, plant and equipment and IAS 38 

includes them in the cost of a separately acquired intangible asset.  Therefore, we recommend 

that paragraph 11 in the draft Interpretation be revised so that it does not conflict with current 

cost capitalization guidance.  For example, the word ‘expense’ could be replaced with the word 

‘cost’ in paragraph 11 of the draft Interpretation. 

 

Transition—Question 3 of the Draft Interpretation 

We do not see any issues with retrospective application of this Draft Interpretation. 

 

We would be pleased to elaborate on our comments in more detail if you require. If so, please 

contact the undersigned, Peter Martin, Director, Accounting Standards at +1 416 204-3276 

(email peter.martin@cica.ca) or Grace Lang, Principal, Accounting Standards at +1 416 204-

3478 (email grace.lang@cica.ca).  

Yours truly, 

 

Gordon Fowler, FCA 

Chair, 

Canadian Accounting Standards Board 


