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International Accounting Standards Board 
30 Cannon Street 
London 
EC4M 6XH 
 
Dear Sir or Madam 
 
Exposure Draft Acquisition of an Interest in a Joint Operation: proposed amendment to IFRS 11 
 
We are grateful for the opportunity to respond to the proposal in the Exposure Draft (ED).  
 
From our industry’s point of view, we do not believe there is a diversity in practice which needs to be 
addressed. We explain below why we disagree with the accounting proposed in the ED and why we believe 
that the ED may actually increase diversity in practice.  
 
Question 1: relevant principles 
 
The IASB proposes to amend IFRS 11 and IFRS 1 so that a joint operator accounting for the acquisition of an 
interest in a joint operation in which the activity of the joint operation constitutes a business applies the 
relevant principles on business combinations accounting in IFRS 3 and other Standards, and discloses the 
relevant information required by those Standards for business combinations. 
 
Do you agree with the proposed amendment? Why or why not? If not, what alternative do you propose? 
 
We believe that the ED is fundamentally flawed in its approach. An interest in a joint operation cannot 
meet the definition of a business as defined in IFRS 3 Business Combinations paragraphs 3 and B7-B10 
because an individual interest does not on its own have inputs and processes that have the ability to create 
outputs. It cannot be considered that the joint operator acquires control over a business when an interest 
in a joint operation is acquired.  
 
The ED will also create more diversity in practice because it requires an entity to apply “the relevant 
principles on business combinations accounting in IFRS 3 … other IFRSs …” in this specific circumstance. It 
therefore leaves open the question of whether or not the ED’s proposals have implications for similar 
transactions such as the acquisition of an additional interest in a joint operation - both in cases where 
arrangement remains a joint operation and in cases where control is obtained. In particular it is unclear 
whether or not the existing interest (or rather, the joint operator’s individual assets and liabilities and share 
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of those held jointly) should be remeasured to fair value, and how this would take place. We note that 
guidance on whether a previously held interest should be remeasured on acquiring control over a joint 
operation was listed (item IFRS 3-16) in the IFRS Interpretations Committee March report on its work in 
progress. It is also unclear whether or not there would be implications for the partial disposal of an interest 
in a joint operation, both in cases when joint control is retained or in cases when it is lost. 
 
If the Board does wish to reconsider the accounting (and disclosures) in this area, in order to avoid an 
increase in diversity we would urge it to take place within the forthcoming post-acquisition review of IFRS 3 
and not as one or more individual narrow scope amendments. 
 
We would also urge the Board to consider the impact of the additional complexities that business 
combinations would introduce - both for preparers and for users - as it requires the recognition of assets 
and liabilities at fair value, of deferred tax and of goodwill, together with detailed disclosures. We believe 
that not only will there be extra costs for preparers, but the complexity of the resulting information will 
lead to an extra cost for users.  
 
Question 2: scope 
 
The IASB intends to apply the proposed amendment to IFRS 11 and the proposed consequential amendment 
to IFRS 1 to the acquisition of an interest in a joint operation on its formation. However, it should not apply 
if no existing business is contributed to the joint operation on its formation. 
 
Do you agree with the proposed amendment? Why or why not? If not, what alternative do you propose? 
 
As set out in our response to Q1, we do not consider that the ED should be applied in any circumstances.   
 
Question 3: transition requirement 
 
The IASB intends to apply the proposed amendment to IFRS 11 and the proposed consequential amendment 
to IFRS 1 prospectively to acquisitions of interests in joint operations in which the activity of the joint 
operation constitutes a business on or after the effective date. 
 
Do you agree with the proposed transition requirement? Why or why not? If not, what alternative do you 
propose? 
 
As set out in our response to Q1, we do not consider that the IASB should proceed with the proposed ED.   
But if it is taken forward to a final standard as it stands, then we agree that it should be applied 
prospectively. The proposals raise additional complexities in themselves whereby the cost would outweigh 
any benefit (as described above) but, as with the implementation of revised IFRS 3 (2008), it would in any 
case be complex and highly impractical to apply this change retrospectively (for example to obtain 
acquisition date fair values in respect of past transactions).  
 
 
 
 
Yours faithfully, 

 
Paul Morshuis 
Vice President Accounting and Reporting 


