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public discussion. The paper does not represent the official views of EFRAG or any individual member of
the EFRAG Board. This paper is made available to enable the public to follow EFRAG’s due process.
Tentative decisions are reported in the EFRAG Update. EFRAG positions, as approved by the EFRAG
Board, are published as comment letters, discussion or position papers, or in any other form considered
appropriate in the circumstances.

Uncertainties over Income Tax Treatments

Objective

1 The objective of this session is to approve the EFRAG comment letter on Draft
Interpretation DI/2015/1 Uncertainties over Income Tax Treatments.

Background

2 IAS 12 Income Taxes is silent about uncertainties over income tax treatments. As a
result, inconsistent practices have developed, with some entities applying IAS 37
Provisions, Contingent Liabilities and Contingent Assets (where assets are
recognised when ‘virtually certain’ and liabilities are recognised when ‘probable’)
whereas other entities apply IAS 12 (where both uncertain tax assets and tax
liabilities are recognised when ‘probable’).

EFRAG TEG discussion

3 EFRAG received 12 comment letters which are available here. Constituents
generally supported the draft comment letter. Many highlighted the concern that one
of the outcomes of the Interpretation was that whilst the Interpretation would bring
comparability in the handling of uncertainties over income tax treatments, it might
create or increase inconsistencies between these uncertainties and other very
similar uncertainties affecting either other tax issues or other similar litigations. The
comment letter from ESMA, who also support the thrust of the EFRAG comment
letter, is attached as Agenda Paper 11.03.

4 Fifteen members of EFRAG TEG unanimously recommended that the EFRAG
Board approve the comment letter, subject to minor amendments to respond to
comments from constituents. Andrew Spooner was absent from the relevant part of
the meeting. Agenda Paper 11.02 contains the draft comment letter with mark-ups
reflecting changes proposed by EFRAG TEG.

5 EFRAG TEG shared the concern expressed by constituents. They noted however
that the lack of comparability resulted from the differing requirements of IAS 12 and
IAS 37 and could not be resolved through an Interpretation. They further observed
that some research would be necessary before deciding about the boundary of what
would have to be considered similar items. As a result, they decided to recommend
that this lack of comparability be flagged to the IASB in the comment letter without
a proposal for specific action.

Questions for EFRAG Board

6 Does the EFRAG Board approve the draft EFRAG comment letter as recommended
by EFRAG TEG?
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http://www.efrag.org/Front/p364-3-272/IFRIC---Uncertainty-over-Income-Tax-Treatments.aspx

Uncertainties over Income Tax Treatments

Agenda papers

7 In addition to this paper, the agenda papers for this session are:
(a) Agenda paper 11.02 — Draft EFRAG comment letter (marked-up).
(b) Agenda paper 11.03 — ESMA comment letter.
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