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The Federal Energy Regulatory Commission (FERC or Commission) Staff 
respectfully submits comments on the Discussion Paper, Reporting the Financial 
Effects of Rate Regulation, issued by the International Accounting Standards 
Board (IASB) on September 15, 2014 (the Discussion Paper). The Commission is 
an independent agency in the United States charged with regulating the interstate 
transmission of electric energy, natural gas, and oil; wholesale sales of electric 
energy and natural gas in interstate commerce; and the reliability of the electric 
transmission system, among others. Such responsibilities include, but is not 
limited to, market and cost-based rate regulation, financial accounting and 
reporting, and enforcement. 

Commission Staff welcomes the IASB's comprehensive project on rate regulation 
and its commitment to fully understand the type of information that would be 
useful to users of financial statements to evaluate the economic effects of rate 
regulation on rate-regulated entities' International Financial Reporting Standards 
(IFRS) financial statements. Commission Staff supports IASB' s emphasis on the 
defined rate regulation, which identifies the basis under which rate-regulated 
entities may record regulatory deferral balances. Commission Staff believes that 
the defined rate regulation closely resembles a type of regulation that the 
Commission uses to achieve its mission through the setting of just and reasonable 
rates to customers. Commission Staff agrees with the IASB' s understanding that 
the defined rate regulation may be the type of regulation that allows for the 
creation of rights and obligations that are distinguishable from the rights and 
obligations created by other types of regulations and encourages the IASB to 
further consider the characteristics of defined rate regulation and assess how best 
to report these characteristics in IFRS financial statements. We thank you for 
providing us the opportunity to comment on this matter of great importance to the 
rate-regulated entities that the Commission regulates. 
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Response to Questions 

Question 1: 

(a) What information about the entity's rate-regulated activities and the rate
regulatory environment do you think preparers of financial statements 
need to include in their financial statements or accompanying documents 
such as management commentary? 

Please specify what information should be provided in: 
(i) the statement of financial position; 
(ii) the statement(s) of profit or loss and other comprehensive income; 
(iii) the statement of cash flows; 
(iv) the note disclosures; or 
(v) the management commentary. 

(b) How do you think that information would be used by investors and lenders 
in making investment and lending decisions? 

Response to Question l(a): 

Commission Staff recommends that preparers of IFRS financial statements, within 
the scope of defined rate regulation, include in their primary financial statements 
the economic effects of rate-regulation. That is, the assets and liabilities created 
by the actions of a regulator that affect the timing and amounts of future cash 
flows of a rate-regulated entity. By including the economic effects of rate
regulation in the primary IFRS financial statements, it will enable users of these 
financial statements to see an accurate illustration of a rate-regulated entity's 
financial position, earnings, and cash flows. 

Specifically, to ensure transparency in reporting and effective comparability of 
financial information among rate-regulated entities, we recommend that preparers 
of IFRS statement of financial position include regulatory deferral account 
balances. Similarly, Commission Staff recommends that preparers ofiFRS 
statement of profit or loss and other comprehensive income present the net 
movements in all regulatory deferral account balances. For example, an incurred 
cost that is approved for future recovery by a regulator is recorded and reported as 
a regulatory deferred asset as a separate line item on IFRS statement of financial 
position. This deferred balance will enter earnings gradually in future periods 
through the amortization process and amortization is reported as a separate line 
item on IFRS statement of profit or loss and other comprehensive income. It is 
clear that amortization cannot be ignored by an investor because it directly impacts 
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future net income and, if ignored, sustainability of earnings would be greatly 
compromised. 

Additionally, to enable users ofiFRS financial statements to better analyze the 
quality of the rate-regulated entity's net income as it relates to regulatory deferral 
balances, Commission Staff recommends that the IFRS statement of cash flows 
represent separately the amount of cash generated from these regulatory deferral 
balances during the reporting time period. As in the example above, failure to 
include cash related to regulatory deferral balances in IFRS statement of cash 
flows may significantly impact the accuracy of assessment of the quality of net 
income or earnings of the reporting entity. For instance, if an entity disregards 
cash generated from operating activities associated with regulatory deferral 
balances, it may raise a concern as to why the reported net income is not turning 
into cash. 

Commission Staff also recommends that preparers of IFRS financial statements, 
within the scope of defined rate regulation, provide disclosures to equip a user 
with relevant information about its rate environment and the terms and conditions 
under which the rate-regulated entity operates. Such disclosures could explain in 
the notes to their financial statements the following: 

• Identification of the rate regulator(s) who enforce the define rate regulation 
that the preparer is subject to; 

• Identification ofthe business segments or products and services subject to 
define rate regulation; 

• Discussion of the regulatory framework of the defined rate regulation that 
the preparer is subject to and the legal enforceability of the rights and 
obligations created by such regulation; 

• Discussion of the type of rights and obligations the specific rate regulation 
creates and how the rate regulator enforces the settlement of the rate
regulated entity's obligations, e.g. a reference to a rate-regulated entity's 
approved tariff or a regulator's order; 

• Discussion on the development of the rate-regulated entity's revenue 
requirement or cost of providing public service; 

• Discussion on the circumstances when a regulator may require the deferral 
of current costs for inclusion in future rates or directs refunds of past 
revenues to future periods; 

• Discussion on the level of certainty the rate-regulated entity will have over 
its future revenues that are representative of its cost of providing public 
service; and 

• Description of the nature of each regulatory deferral balance, amortization 
period, unamortized balance, and periodic amount included in rates. 
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Response to Question l(b): 

Since the rate actions of the regulators have a valid, lawful and binding quality to 
the rate-regulated entities, the inclusion of the economic effects of the regulation 
in IFRS financial statements is relevant, useful, credible, and capable of making a 
difference in an investment decision. Lenders and investors may use IFRS 
financial statements that include the economic effects of rate regulation in their 
determination of the true financial health of a rate-regulated entity's operations, 
credit worthiness, and ability to meet its debt obligations. Only by inclusion of the 
economic effects of rate regulation, lenders and investors could confidently assess 
the financial statements to determine if a rate-regulated entity's operations suggest 
a sound credit risk and ability to pay its debt. Also, by providing high quality 
disclosures that fully explain the economic effects of rate regulation, users will 
understand the level to which defined rate regulation provides stability in earnings 
and assurance of rate recovery of the prudent costs of providing service. 

Lenders and investors will likely appreciate disclosures to a rate-regulated entity's 
approved tariff for providing service to customers that identifies the specific rights 
and obligations of the rate-regulated entity and provides evidence that these rights 
or obligations are enforceable through the operation of the rate-regulated entity's 
approved tariff. This is so because these regulatory deferral balances, as they are 
included in the rate-regulated entity's revenue requirement, become legally 
enforceable rights to recover or obligations to refund. Accordingly, investors will 
have a high level of assurance that both future refunds of past revenues and 
recoveries of past costs will affect future cash flows. Since these future refunds 
and recoveries are enforced by the regulator, investors will view regulatory 
deferral balances as more likely to affect future cash flows than many other 
liabilities and assets, e.g. payment for contingent liabilities and recovery of 
accounts receivable. 

If IFRS financial statements do not include the economic effects of rate regulation, 
the dual financial information reported to the public and to the regulator will 
diminish the confidence, reliance, and trust to the various users of financial 
information. For example, if a user has an interest in evaluating the performance 
of a particular rate-regulated entity, and if such user relies solely on financial 
statements prepared under current IFRS standards, important common measures, 
such as a price earnings ratio, which helps investors analyze how much they 
should pay for a stock based on its current earnings, may be misleading. The 
result may be misleading because the user would capture costs and revenues 
reported in IFRS financial statements without the associated economic 
consequences resulting from actions of the regulators. It can be clearly perceived 
that because of the disparity created by the economic effects of regulation, IFRS 
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financial statements may prove to be less helpful and understandable to users of 
financial information. 

Question 2: 

Are you familiar with using financial statements that recognize regulatory deferral 
account balances as regulatory assets or regulatory liabilities, for example, in 
accordance with US generally accepted accounting principles (GAAP) or other 
local GAAP or in accordance with IFRS 14? If so, what problems, if any, does the 
recognition of such balances cause users of financial statements when evaluating 
investment or lending decisions in rate-regulated entities that recognize such 
balances compared to 

(a) non-rate-regulated entities; and 

(b) rate-regulated entities that do not recognize such balances? 

Response to Question 2 (a): 

Evaluation of investment or lending decisions would not be hampered if rate
regulated entities recognize regulatory deferral balances compared to non-rate
regulated entities that do not recognize such balances. Because, inclusion of 
regulatory deferral balances represent the true economic realities of rate regulated 
entities, only by such inclusion of these balances, lenders and investors can 
reliably compare financial statements information between rate-regulated entities 
and non-rate-regulated entities. Investors and knowledgeable users of financial 
statements information recognize the unique business environment under which 
rate-regulated entities operate and would greatly rely on these regulatory deferral 
balances when comparing results of operations, financial health, and important 
ratios with these of non-rate-regulated entities. Recognition of the economic 
effects of rate regulation in the IFRS financial statements provide users of these 
statements with meaningful information and enable them to make informed 
management and investment decisions. By accounting for these effects, users will 
be informed about the real financial results of the rate-regulated entity and learn 
how certain events or transactions impact the financial condition or results of 
operations of the rate-regulated entity. 

Response to Question 2 (b): 

The absence of regulatory deferral balances in the IFRS financial statements of 
rate-regulated entities would distort the true economic realities of rate-regulated 
entities and may cause serious problems in evaluating investment or lending 
decisions. Additionally, non-recognition of regulatory deferral balances in the 
financial statements of some rate-regulated entities and recognition of such 
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balances in the financial statements of other rate-regulated entities will not allow 
for comparability among these entities. The users of IFRS financial information 
will have to continuously reconcile the reported information, as it relates to rate
regulated entities that do not recognize such balances, to evaluate the actual 
economic condition and financial performance of these entities and to compare 
this information to the information reported for rate-regulated entities that 
recognize such balances. It is, therefore, important to note that comparability of 
the financial results between rate-regulated entities and non-rate-regulated entities 
can only be accomplished after incorporating the economic effects of regulation 
on rate-regulated entities. Additionally, if the information reported on the IFRS 
financial statements is not comparable among similarly situated entities, it will 
increase the cost of the users to acquire and analyze information and will decrease 
the overall quality of information available to users about these entities. The 
concept of comparability suggests that entities with similar economic events and 
similar accounting of these events will also have consistent and comparable 
financial statements over time, which facilitates users' analysis and the 
predictability of the entities' earnings. 

Question 3: 

Do you agree that, to progress this project, the IASB should focus on a defined 
type of rate regulation (see Section 4) in order to provide a common starting point 
for a more focused discussion about whether rate regulation creates a combination 
of rights and obligations for which specific accounting guidance or requirements 
might need to be developed (see paragraphs 3.6-3.7)? If not, how do you suggest 
that the IASB should address the diversity in the types of rate regulation 
summarized in Section 3? 

Response to Question 3: 

Commission Staff supports the IASB' s decision to focus on a specific type of 
regulation, defined rate regulation, in order to provide a common starting point for 
a more focused discussion about whether rate regulation creates a combination of 
rights and obligations for which specific accounting guidance or requirements 
might need to be developed. Commission Staff believes that the term defined rate 
regulation appropriately explains the basis for creating regulatory deferral 
balances that reflect the economic impact of rate regulation. However, we note 
that one of the most relevant elements in defining defined rate regulation is the 
ability of the regulator to enforce its rate actions and its past history doing so. The 
term defined rate regulation closely resembles a type of regulation that the 
Commission has used to achieve rate control through setting of just and reasonable 
rates to customers for nearly 100 years. The precedents and policies established 
and enforced over this time are well known in the industries under the 
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Commission's jurisdiction, making Commission actions that direct future 
recoveries and refunds highly probable economic realities. 

In the United States, only select industries fall within the narrow scope to defined 
rate regulation, and within those industries only select entities meet those 
requirements. Those include ( 1) entities which provide electrical generation, 
transmission and distribution to end-use customers; (2) entities which transport gas 
and deliver gas to end-use customers; (3) entities which provide water production, 
treatment and distribution to end-use customers; and (4) entities which provide 
wastewater collection, treatment, and disposal to end-use customers. When such 
entities fall within the narrow scope of defined rate regulation, it is extremely 
necessary to have accounting provisions, which provide comparability between 
rate-regulated and non-regulated entities, as well as increased footnote disclosure, 
in the evaluation of their ability to continue as a going concern and the 
predictability of their returns. 

Additionally, Commission Staff believes that many essential services that are 
subject to various regulations should fall outside of the scope of defined rate 
regulation (e.g. taxi, hospital, and bank services, among others). This is because, 
while they may operate under some aspect of the rate-regulated environment, they 
do not meet all of the distinguishing features of defined rate regulation e.g., the 
entity is not subject to a regulatory scheme that ensures recovery of the cost of 
providing service or does not operate in a market materially free of competition. 

Question 4: 

Paragraph 2.11 notes that the IASB has not received requests for it to develop 
special accounting requirements for the form of limited or 'market' rate regulation 
that is used to supplement the inefficient competitive forces in the market (see 
paragraphs 3.30-3.33). 

(a) Do you agree that this type of rate regulation does not create a significantly 
different economic environment and, therefore, does not require any 
specific accounting requirements to be developed? If not, why not? 

(b) If you agree that this type of rate regulation does not require any specific 
accounting requirements, do you think that the IASB should, alternatively, 
consider developing specific disclosure requirements? If so, what would 
you propose and why? 
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Response to Question 4 (a): 

Commission Staff agrees that limited or 'market' rate regulation does not create a 
significantly different economic environment and, therefore, does not require any 
specific accounting requirements to be developed. 

Response to Question 4 (b): 

Commission Staff does not believe that limited or 'market' rate regulation requires 
any specific disclosure requirements other than identifying in the notes to the 
entity's IFRS financial statements the regulatory framework under which the 
regulated entity operates. 

Question 5: 

Paragraphs 4.4-4.6 summarize the key features of defined rate regulation. These 
features have been the focus of the IASB' s exploration of whether defined rate 
regulation creates a combination of rights and obligations for which specific 
accounting guidance or requirements might be developed in order to provide 
relevant information to users of general purpose financial statements. 

(a) Do you think that the description of defined rate regulation captures an 
appropriate population of rate-regulatory schemes within its scope? If so, 
why? If not, why not? 

(b) Do you think that any of the features described should be modified in order 
to include or exclude particular types of rate-regulatory schemes or rate
regulated activities included within the scope of defined rate regulation? 
Please specify and give reasons to support any modifications to the features 
that you suggest, with particular reference to why the features may or may 
not give rise to circumstances that result in particular information needs for 
users of the financial statements. 

(c) Are there any additional features that you think should be included to 
establish the scope of defined rate regulation or would you omit any of the 
features described? Please specify and give reasons to support any features 

that you would add or omit. 
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Response to Question 5: 

Commission Staff believes that the features described in the defined rate 
regulation appropriately identify the scope of the type of regulation that gives rise 
to combination of rights and obligations for which specific accounting guidance or 
requirements can be developed to aid users of financial information. Commission 
Staff also believes that the most important criteria to identify the type of regulation 
that would require recognition in the IFRS financial statements is the regulation 
that creates ( 1) enforceable rights to future cash flows to recover past costs in 
providing public service and (2) enforceable obligations to return amounts 
previously collected in rates. This is so because in the process of compensating 
the rate-regulated entity for its legal obligation to serve the public, the rate 
regulation creates explicit rights for the rate-regulated entity to recover prudent 
costs of providing service and obligations refund imprudent cost previously 
recovered. 

Question 6: 

Paragraphs 4.62-4.72 contain an analysis of the rights and obligations that arise 
from the features of defined rate regulation. 

(a) Are there any additional rights or obligations that you think the IASB 
should consider? Please specify and give reasons. 

(b) Do you think that the IASB should develop specific accounting guidance or 
requirements to account for the combination of rights and obligations 
described? Why or why not? 

Response to Question 6 (a): 

Commission Staff agrees that the IASB has identified the basic rights and 
obligations created by the defined rate regulation. Commission Staff also agrees 
that the main factor that distinguishes rate-regulated entities from non-rate
regulated entities is the rate-regulated entity's rights and obligations that stem 
from a rate setting mechanism that enables the entity to recover all prudent costs 
of providing service in its revenue requirement, which has proven to be legally 
enforceable. 

Response to Question 6 (b): 

To provide users ofiFRS financial statements with relevant and useful 
information that reflects the economic effects of rate regulation on a rate-regulated 
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entity's financial position, performance, and cash flows, Commission Staff 
recommends that the IASB develop specific IFRS guidance or requirements to 
account for the combination of rights and obligations that arise in defined rate 
regulations. The development of such guidance is important because it will 
recognize that costs or revenues may be accounted for by a rate-regulated entity in 
a different manner from that required by other IFRS financial standards. Also, this 
guidance will recognize the importance of reflecting the economic effects of rate 
regulation that may significantly affect the timing of the cash flows associated 
with the entity's rate-regulated activities. 

Question 7: 

Section 5 outlines a number of possible approaches that the IASB could consider 
developing further, depending on the feedback received from this Discussion 
Paper. It highlights some advantages and disadvantages of each approach. 

(a) Which approach, if any, do you think would best portray the financial 
effects of defined rate regulation in IFRS financial statements and is most 
likely to provide the information that investors and lenders consider is most 
relevant to help them make their investing and lending decisions? Please 
give reasons for your answer? 

(b) Is there any other approach that the IASB should consider? If so, please 
specify and explain how such an approach could provide investors and 
lenders with relevant information about the financial effects of rate 
regulation. 

(c) Are there any additional advantages or disadvantages that the IASB should 
consider before it decides whether to develop any of these approaches 
further? If so, please describe them. 

If commenting on the asset/liability approach, please specify, if it is relevant, 
whether your comments reflect the existing definitions of an asset and a liability in 
the Conceptual Framework or the proposed definitions suggested in the 
Conceptual Framework. 

Response to Question 7: 

Commission Staff supports the approach taken under IFRS 14, Regulatory 
Deferral Balances, which directs rate-regulated entities to present the regulatory 
deferral accounts as separate line items on the statement of financial position and 
present movements in these account balances as separate line items in the 
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statement of profit or loss and other comprehensive income. This standard also 
requires disclosures on the nature of, and risks associated with, the rate-regulated 
entity's rate regulation and the effects of that rate regulation on its financial 
statements. Commission Staff believes this information is needed to help users of 
IFRS financial statements to understand the economic effects of rate regulation on 
the revenue, profit and related cash flows of the rate-regulated entity, and to assess 
how reliable the rate regulation is in ensuring that the entity can earn its targeted 
returns through its billings to customers. 

Question 8: 

Does your organization carry out activities that are subject to defined rate 
regulation? If so, what operational issues should the IASB consider if it decides to 
develop any specific accounting guidance or requirements? 

Response to Question 8: 

In its function of regulating the transmission of electric energy, natural gas, and oil 
in interstate commerce and wholesale sales of electric energy and natural gas, the 
Commission does not carry out activities that are subject to defined rate 
regulation. However, the Commission is a governmental agency that regulates, 
among other things, activities that may be subject to defined rate regulation. 
Given the nature ofthe operations ofthe subject entities, ifiASB decides to 
develop any specific accounting guidance or requirements related to rate-regulated 
activities, Commission Staff recommends that the guidance allow subject entities 
to defer, in addition to regulatory deferral balances that are already approved by 
regulators, certain items that have a high probability of inclusion in rates, based on 
precedent, legal findings in court proceedings, or entities' experience with the 
regulators. However, Commission Staff recommends that these items are listed 
separately from the regulatory deferral balances that are already approved by 
regulators. Since these items are not included in the entities' cost-of-service rates 
until the regulator has had an opportunity to examine adequate documentation of 
the costs of, and reasons for, such deferral, separate identification of such deferral 
balances is appropriate. 

Question 9: 

If, after considering the feedback from this Discussion Paper and the Conceptual 
Framework project, the IASB decides to prohibit the recognition of regulatory 
deferral account balances in IFRS financial statements, do you think that the IASB 
should consider developing specific disclosure-only requirements? If not, why 
not? If so, please specify what type of information you think would be relevant to 
investors and lenders in making their investing or lending decisions and why. 
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Response to Question 9: 

Commission Staff believes that at the minimum, the IFRS financial statements 
should include notes that fully describe the economic effects of rate regulation as 
described in our response to Questions 1(a) and 7. By including these effects, 
users of financial statements information will better understand how the specific 
rate regulation affects the rate-regulated entity's financial position, earnings, and 
cash flows. Therefore, Commission Staff recommends that preparers of IFRS 
financial statements disclose the regulatory deferral account balances that they 
would have recognized if they would have not been prohibited to do so. 
Commission Staff also recommends that preparers ofiFRS financial statements 
disclose the net movements in regulatory deferral account balances as if they 
would have been recognized in the statement(s) of profit or loss and other 
comprehensive income if they would have not been prohibited under IFRS. These 
disclosures will provide useful information about the economic effects of rate 
regulation and enable users of IFRS financial statements in making informed 
decisions. 

Question 10: 

Sections 2 and 6 discuss some of the information needs of users of general purpose 
financial statements. The IASB will seek to balance the needs ofusers of financial 
statements for information about the financial effects of rate regulation on an 
entity's operations with concerns about obscuring the understandability of 
financial statements and the high preparation costs that can result from lengthy 
disclosures (see paragraph 2.27). 

(a) If the IASB decides to develop specific accounting requirements for all 
entities that are subject to defined rate regulation, to what extent do you 
think the requirements of IFRS 14 meet the information needs of investors 
and lenders? Is there any additional information that you think should be 
required? If so, please specify and explain how investors or lenders are 
likely to use that information. 

(b) Do you think that any of the disclosure requirements of IFRS 14 could be 
omitted or modified in order to reduce the cost of compliance with the 
requirements, without omitting information that helps users of financial 
statements to make informed investing or lending decisions? If so, please 

specify and explain the reasons for your answer. 
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Response to Question 10: 

Commission Staff believes that the disclosure requirement of IFRS 14 will provide 
adequate information about the economic effects of rate regulation on a rate
regulated entity's operations. 

Question 11: 

IFRS 14 requires any regulatory deferral account balances that have been 
recognized to be presented separately from the assets and liabilities recognized in 
the statement of financial position in accordance with other Standards. Similarly, 
the net movements in regulatory deferral account balances are required to be 
presented separately from the items of income and expense recognized in the 
statement(s) of profit or loss and other comprehensive income. 

If the IASB develops specific accounting requirements that would apply to both 
existing IFRS preparers and first-time adopters of IFRS, and those requirements 
resulted in the recognition of regulatory balances in the statement of financial 
position, what advantages or disadvantages do you envisage if the separate 
presentation required by IFRS 14 was to be applied? 

Response to Question 11: 

Commission Staff supports separate presentation of regulatory deferral account 
balances from assets and liabilities recognized in the statement of financial 
position in accordance with other Standards. Commission Staff also supports 
separate presentation of the net movements in regulatory deferral account balances 
from the items of income and expense recognized in the statement(s) of profit or 
loss and other comprehensive income. This approach will identify the economic 
effects of rate regulation and improve comparability, usefulness, and transparency 
of the IFRS financial statements. 

Question 12: 

Section 4 describes the distinguishing features of defined rate regulation. This 
description is intended to provide a common starting point for a more focused 
discussion about whether this type of rate regulation creates a combination of 
rights and obligations for which specific accounting guidance or requirements 
should be developed. 

Paragraph 4.73 suggests that the existence of a rate regulator whose role and 
authority is established in legislation or other formal regulations is an important 
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feature of defined rate regulation. Do you think that this is a necessary condition 
in order to create enforceable rights or obligations, or do you think that co
operatives or similar entities, which operate under self-imposed rate regulation 
with the same features as defined rate regulation (see paragraphs 7.6-7.9), should 
also be included within defined rate regulation? If not, why not? If so, do you 
think that such co-operatives should be included within the scope of defined rate 
regulation only if they are subject to formal oversight from a government 
department or other authorized body? 

Response to Question 12: 

Commission Staff agrees that existence of a rate regulator whose role and 
authority is established in legislation or other formal regulations is an important 
feature of defined rate regulation. Also, Commission Staff notes that in certain 
situations co-operatives or similar entities operating under self-imposed rate 
regulation with the same features as defined rate regulation should be within the 
scope. 

Question 13: 

Paragraphs 7.11-7.22 highlight some of the issues that the IASB may consider if it 
continues to progress this project. 

Do you have any comments or suggestions on these or any other issues that may 
or may not have been raised in this Discussion Paper that you think the IASB 
should consider if it decides to develop proposals for any specific accounting 
requirements for rate- regulated activities? 

Response to Question 13: 

If the IASB decides to develop proposals for any specific accounting requirements 
for rate-Fegulated activities, Commission Staff suggests that the IASB consider 
interactions with the following IFRS standards in evaluating the rights and 
obligations created by rate regulation: 

(a) IFRS 11, Joint Arrangements, which refers to statutory mechanisms that 
can create enforceable arrangements (rights and obligations); 

(b) IFRS 15, Revenue from Contracts with Customers, which refers to a high 
level probability threshold in recognizing a variable consideration, which 
represents an entity's estimated amount to which it will be entitled in 
exchange for transferring the promised goods or services to a customer; 
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(c) lAS 37, Provisions, Contingent Liabilities and Contingent Assets, which 
defines provisions as recognized liabilities (assuming that a reliable 
estimate can be made) because they are present obligations and it is 
probable that an outflow of resources embodying economic benefits will be 
required to settle these obligations; 

(d) lAS 38, Intangible Assets, which defines an identifiable asset as an asset 
that either: (i) is separable (e.g., is capable of being separated or divided 
from the entity and sold, transferred, licensed, rented or exchanged, either 
individually or together with a related contract, regardless of whether the 
entity intends to do so); or (ii) arises from contractual or other legal rights, 
regardless of whether those rights are transferable or separable from the 
entity or from other rights and obligations.1 lAS 38 also specifies that an 
intangible asset shall be recognized (a) if it is probable that the expected 
future economic benefits that are attributable to the asset will flow to the 
entity and (b) the cost of the asset can be measured reliably.2 

We thank you for considering our comments on this important matter to the 
Commission and the rate-regulated entities it regulates. We look forward to 
continued discussion of these issues. 

Sincerely, 

fJ~ . . 
Bryan K. Craig ~ 
Director and Chief Accountant 
Division of Audits and Accounting 
Office of Enforcement 
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