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Reference: DI/2015/1 - IFRIC – Uncertainty over Income Tax Treatments

Dear Interpretations Committee Members,

The Comitê de Pronunciamentos Contábeis - CPC (Brazilian Accounting Pronouncements
Committee)1 welcomes the opportunity to respond to the Draft IFRIC Interpretation DI/2015/1
- IFRIC – Uncertainty over Income Tax Treatments.
We are a standard-setting body engaged in the study, development and issuance of
accounting standards, interpretations and guidance for Brazilian companies.
Our detailed responses to the specific questions posed in the Draft Interpretation are set
forth in the following pages.
Although we fully support the Interpretation Committee initiative, we believe that the current
version of IAS 12 could be amended in order to provide additional guidance on how to
determine taxable profit (tax loss), tax bases, unused tax losses, unused tax credits and tax
rates. We also believe that the Board should consider amending the original standard instead
of issuing IFRIC interpretations in situations similar to this one.
If you have any questions about our comments, please do not hesitate to contact us at
operacoes@cpc.org.br.
Yours sincerely,

Silvio Takahashi
Chair of International Affairs
Comitê de Pronunciamentos Contábeis (CPC)
1

The Brazilian Accounting Pronouncements Committee (CPC) is a standard‐setting body engaged in the study,
development and issuance of accounting standards, interpretations and guidances for Brazilian companies. Our
members are nominated by the following entities: ABRASCA (Brazilian Listed Companies Association), APIMEC
(National Association of Capital Market Investment Professionals and Analysts), BMFBOVESPA (Brazilian Stock
Exchange and Mercantile & Future Exchange), CFC (Federal Accounting Council), FIPECAFI (Financial and
Accounting Research Institute Foundation) and IBRACON (Brazilian Institute of Independent Auditors).
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Question 1—Scope of the draft Interpretation
The draft Interpretation provides guidance on accounting for current and deferred tax
liabilities and assets in circumstances in which there is uncertainty over income tax
treatments. Such uncertain tax treatments may affect taxable profit (tax loss), tax
bases, tax credits or tax rates that are used to recognise and measure current or
deferred tax liabilities or assets in accordance with IAS 12 Income Taxes.
Do you agree with the proposed scope of the draft Interpretation? If not, why and
what alternative do you propose?
Answer to question 1:
We agree with the proposed scope of the Draft Interpretation.
Question 2 - When and how the effect of uncertainty over income tax
treatments should be included in determination of taxable profit (tax loss), tax
bases, unused tax losses, unused tax credits and tax rates
The draft Interpretation requires an entity to consider whether it is probable that a
taxation authority will accept an uncertain tax treatment, or group of uncertain tax
treatments, that it used or plans to use in its income tax filings.
If the entity concludes that it is probable that the taxation authority will accept an
uncertain tax treatment, the draft Interpretation requires the entity to determine
taxable profit (tax loss), tax bases, unused tax losses, unused tax credits or tax rates
consistently with the tax treatment included in its income tax filings.
If the entity concludes that it is not probable that the taxation authority will accept an
uncertain tax treatment, the draft Interpretation requires the entity to use the most
likely amount or the expected value in determining taxable profit (tax loss), tax bases,
unused tax losses, unused tax credits and tax rates. The method used should be the
method that the entity concludes will provide the better prediction of the resolution of
uncertainty.
Do you agree with the proposal in the draft Interpretation on when and how the effect
of uncertainty should be included in the determination of taxable profit (tax loss), tax
bases, unused tax losses, unused tax credits and tax rates? If not, why and what
alternative do you propose?
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Answer to question 2:
We agree with the proposed Draft Interpretation on situations to measure the
obligation or asset. We believe that the IFRIC could provide more examples of how
to measure the item and the method to use when doing so. In the Brazilian
jurisdiction we note the use of “the most likely amount” method, and we would
appreciate that IFRIC provide further insights on when the expected value should be
applied.
Question 3—Whether
collectively

uncertain

tax

treatments

should

be

considered

The draft Interpretation requires an entity to use judgement to determine whether
each uncertain tax treatment should be considered independently, or whether some
uncertain tax treatments should be considered together, in order to determine taxable
profit (tax loss), tax bases, unused tax losses, unused tax credits and tax rates.
Do you agree with the proposal in the draft Interpretation on the determination of
whether uncertain tax treatments should be considered collectively? If not, why and
what alternative do you propose?
Answer to question 3:
We agree with the paragraphs 11 and 12.
Question 4—Assumptions for taxation authorities’ examinations and the effect
of changes in facts and circumstances
The draft Interpretation requires an entity to assume that a taxation authority with the
right to examine any amounts reported to it will examine those amounts and will have
full knowledge of all relevant information when making those examinations.
The draft Interpretation also requires an entity to reassess its judgements and
estimates if facts and circumstances change. For example, if an entity concludes that
new information indicates that it is no longer probable that the taxation authority will
accept an uncertain tax treatment, the entity should reflect this change in its
accounting. The expiry of the period in which the taxation authority may examine the
amounts reported to it would also be an example of a change in circumstances.
Do you agree with the proposal in the draft Interpretation on the assumptions for
taxation authorities’ examinations and on changes in facts and circumstances? If not,
why and what alternative do you propose?
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Answer to question 4:
We agree with the proposal in the Draft Interpretation.
Question 5—Other proposals
Disclosure
The draft Interpretation does not introduce any new disclosure requirements, but
highlights the relevance of the existing disclosure requirements in paragraphs 122
and 125–129 of IAS 1 Presentation of Financial Statements, paragraph 88 of IAS 12
and IAS 37 Provisions, Contingent Liabilities and Contingent Assets.
Transition
The draft Interpretation requires an entity to apply its requirements by recognising the
cumulative effect of initially applying them in retained earnings, or in other
appropriate components of equity, at the start of the reporting period in which an
entity first applies them, without adjusting comparative information. Full retrospective
application is permitted, if an entity can do that without using hindsight.
Do you agree with the proposals in the draft Interpretation on the disclosure and the
transition requirements? If not, why and what alternative do you propose?
Answer to question 5:
We agree with the proposed disclosure and transition requirements.

4

