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Re: The IFRS Interpretations Committee’s tentative agenda decision on IAS 

12 – Income Taxes: recognition of deferred tax for a single asset in a 

corporate wrapper  

 

Dear Mr. Upton,  

 

The European Securities and Markets Authority (ESMA) thanks you for the opportunity to respond to the 

IFRS Interpretations Committee’s (IFRS IC) publication in the March IFRIC Update of the tentative 

decision related to application of IAS 12 – Income Taxes. We are pleased to provide you with the following 

comments with the aim of improving the consistent application and enforceability of IFRSs. 

 
ESMA has considered the IFRS IC’s tentative decision not to add to its agenda the request for clarification 

it received on the accounting for deferred tax in the consolidated financial statements of the parent, when 

a subsidiary has only one asset and the parent expects to recover the carrying amount of this asset by 

selling all the shares in that subsidiary.  

 

ESMA agrees with the IFRS IC’s decision not to add this specific topic to its active agenda as the issue 

requires a broader project than the IFRS IC could perform on behalf of the IASB. However, ESMA is 

concerned that the decision to recommend to the IASB to analyse and assess the issue in its broad research 

project on Income Taxes implies that the existing diversity in practice related to the accounting for 

deferred taxes in corporate wrapper structures would continue over a long period of time. 

 

ESMA notes that diversity in the recognition and measurement of deferred taxes for corporate wrapper 

structures is widespread, notably in the real estate industry. This diversity is caused by the concerns with 

respect to the current IAS 12 requirements, which result in the recognition of deferred tax for both the 

asset encapsulated into the corporate wrapper and the shares of the corporate wrapper, even if the 

likelihood and timing of the consumption of the deferred tax related to the asset is remote.  
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Therefore, ESMA believes that the issue is too broad to be addressed by the IFRS IC, but is sufficiently 

limited to be dealt with by the IASB as a narrow scope project resulting in an amendment of IAS 12. 

Accordingly, ESMA urges the IFRS IC to refer this matter to the IASB with an invitation for them to 

address the issue as a separate project on a timely basis. 

 

We would be happy to discuss these issues further with you. 

 

 

 

Steven Maijoor 

Chair 

European Securities and Markets Authority 

 

 

 

Cc: Hans Hoogervorst, Chairman, International Accounting Standards Board 

 


