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Background 

The IFRS Interpretations Committee (the Interpretations Committee) 
considered the near final Interpretation on accounting for waste 
removal costs during the production phase of a surface mine at its July 
2011 meeting. 

Recap of proposals in the near final Interpretation 

• Waste removal (stripping) costs would be capitalised during the 
production phase of a surface mine, if certain criteria are met  

• The criteria are: the stripping activity meets the definition of an asset 
(i.e., generates future economic benefits and is reliably measurable) 
and that the entity can identify which component/s of the ore body 
for which access has been improved 

• This asset would be referred to as a stripping activity asset (‘the 
asset’) 

• The asset would initially be recognised at cost plus directly 
attributable overhead costs 

• Costs would either be directly allocated to the asset, or where not 
possible, a rational and consistent allocation approach would be 
permitted (using some form of production based metric) 

• The asset represents an addition to, or enhancement of, an existing 
asset 

• The asset would subsequently be carried at cost, less depreciation 
and impairment (refer below for further discussions regarding 
implications for those entities using the revaluation model) 

• The Interpretation is to apply prospectively and there are specific 
transitional provisions for any stripping costs previously recognised 
as an asset (or liability) before the effective date of this 
Interpretation 

  

What you need to know 
• The IFRS Interpretations 

Committee  deliberated on the 
near final Interpretation at its 
July 2011 meeting 

• Certain additional changes 
were considered, such as 
accounting under a revaluation 
model 

• An effective date of 1 January 
2013 was recommended 

• The Interpretations Committee 
confirmed that there was 
consensus, subject to a final 
review of drafting changes 

• The Interpretation will be 
submitted to the IASB for 
ratification at its September 
2011 meeting 
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In addition to considering the near final Interpretation presented at the 
meeting, the following matters were discussed and agreed: 

• To amend the near final Interpretation to acknowledge the 
revaluation alternative for subsequent measurement, according to 
the measurement model used for the entity’s mine assets 

• To recommend to the Board that the effective date of the 
Interpretation should be 1 January 2013, with earlier application 
permitted 

The Interpretations Committee also confirmed that there was consensus 
on the near final Interpretation, subject to its final review of drafting 
changes.  The Interpretation is to be submitted to the International 
Accounting Standards Board (the Board) for ratification at the Board’s 
September 2011 meeting. 

What does this mean for you? 

The proposals in the near final Interpretation represent a change from 
the current life of mine average strip ratio approach used by many 
mining and metals entities reporting under IFRS. 

Depending on the specific facts and circumstances of an entity’s mine/s, 
these changes many impact both the Statement of Financial Position 
and profit or loss. In addition, changes may also be required to 
processes, procedures and systems of the reporting entity. 

Given this, we encourage entities to ensure they understand the 
requirements being proposed (and those ultimately finalised) and begin 
to assess the impact on their business.   

Ernst & Young solutions and key contacts 

Ernst & Young will issue a more detailed publication once the 
Interpretation is finalised (this is likely to occur in September 2011) to 
summarise the main requirements and consider the implications for 
mining and metals entities. 

 

If you have any questions regarding this matter, please contact: 

Tracey Waring – Global Mining & Metals IFRS Leader  
Tel: +44 20 7980 0646  
Email: tracey.waring@uk.ey.com 
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For more information, please visit www.ey.com/au/miningmetals 

Ernst & Young’s Global Mining & Metals Center  
With a strong outlook in the sector, the global mining and metals industry is focused 
on future growth through expanded production, without losing sight of operational 
efficiency and cost optimisation. The sector is also faced with the increased 
challenge of changing expectations in the maintenance of its social license to 
operate and meeting government revenue expectations.  
 
Ernst & Young’s Global Mining & Metals Center brings together a worldwide team of 
professionals to help you achieve your potential – a team with deep technical 
experience in providing assurance, tax, transactions and advisory services to the 
mining and metals sector.  
 
The Center is where people and ideas come together to help mining and metals 
companies meet the issues of today and anticipate those of tomorrow. Ultimately it 
enables us to help you meet your goals and compete more effectively. It’s how Ernst 
& Young makes a difference. 
 
Global Mining & Metals Leader 
Mike Elliott 
Tel: +61 2 9248 4588 
michael.elliott@au.ey.com 
 
Oceania 
Scott Grimley 
Tel: +61 3 9655 2509 
scott.grimley@au.ey.com 
 
China 
Peter Markey 
Tel: +86 21 2228 2616 
peter.markey@cn.ey.com 
 
Japan 
Kentaro Nakamichi 
Tel: + 81 3 5401 6407 
kentaro.nakamichi@jp.ey.com 
 
Europe, Middle East, India  
and Africa Leader 
Mick Bardella 
Tel:  +44 20 795 16486 
mbardella@uk.ey.com 
 
Africa 
Adrian Macartney 
Tel: +27 11 772 3052 
adrian.macartney@za.ey.com 
 
Commonwealth of 
Independent States 
Evgeni Khrustalev 
Tel: +7 495 648 9624 
evgeni.khrustalev@ru.ey.com 
 
France and Luxemburg 
Christian Mion 
Tel: +33 1 46 93 65 47 
christian.mion@fr.ey.com 
 
India 
Anjani Agrawal 
Tel: +91 982 061 4141 
anjani.agrawal@in.ey.com 

United Kingdom 
Lee Downham 
Tel: +44 20 7951 2178 
ldownham@uk.ey.com 
 
Americas and United States Leader 
Andy Miller 
Tel: +1 314 290 1205 
andy.miller@ey.com 
 
Canada 
Tom Whelan 
Tel: +1 604 891 8381 
tom.s.whelan@ca.ey.com 
 
South America and  Brazil Leader 
Carlos Assis 
Tel: +55 21 2109 1606 
carlos.assis@br.ey.com 
 
Argentina 
Pablo Decundo 
Tel: +54  11 4515 2684 
pablo.decundo@ar.ey.com 
 
Colombia 
Joss McGregor 
Tel: +57 1 484 7120 
joss.mcgregor@co.ey.com 
 
Chile 
Alicia Dominguez 
Tel: +56 2 676 1207 
alicia.dominguez@cl.ey.com 
 
Mexico 
Mario Arregoytia García 
Tel: + +52 55 1101 6451 
mario.arregoytia@mx.ey.com 
 
Peru 
Victor Burga 
Tel: +51 1 411 4419 
victor.burga@pe.ey.com 

Ernst & Young 

Assurance | Tax | Transactions | 
Advisory 
 
About Ernst & Young 
Ernst & Young is a global leader in 
assurance, tax, transaction and advisory 
services. Worldwide, our 141,000 people 
are united by our shared values and an 
unwavering commitment to quality. We 
make a difference by helping our people, 
our clients and our wider communities 
achieve their potential. 
 
Ernst & Young refers to the global 
organisation of member firms of Ernst & 
Young Global Limited, each of which is a 
separate legal entity. Ernst & Young 
Global Limited, a UK company limited by 
guarantee, does not provide services to 
clients.  
 
For more information about our 
organisation, please visit www.ey.com. 
 
 
 
 
 
 
 
 
 
 
 
© 2011 EYGM Limited. All Rights 
Reserved. 
 
SCORE Retrieval File AU0907 
 
This publication contains information in 
summary form and is therefore intended 
for general guidance only. It is not 
intended to be a substitute for detailed 
research or the exercise of professional 
judgment. Neither EYGM Limited nor any 
other member of the global Ernst & 
Young organisation can accept any 
responsibility for loss occasioned to any 
person acting or refraining from action as 
a result of any material in this 
publication. On any specific matter, 
reference should be made to the 
appropriate advisor.  
 
www.ey.com/miningmetals 
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