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Madrid, 22 April, 2013 
International Accounting Standards Board 
30 Cannon Street 
London EC4M 6XH 
United Kingdom 
 
 
 
 
Dear Sir/Madam, 
 
 
Re: Exposure Draft ED/2012/7 Acquisition of an Interest in a Joint Operation (Proposed 
amendment to IFRS 11) 
 
 
Repsol is very pleased to provide comments on the Exposure Draft ED/2012/7 Acquisition 
of an Interest in a Joint Operation (Proposed amendment to IFRS 11), issued by the IASB 
on 26 December 2012. 
 
 
Further information about the Repsol Group and its activities is available on our Website: 
www.repsol.com. 
 
If you would like to discuss any of the points described in this letter, please do not hesitate 
to contact us by e-mail to normativacontable@repsol.com. 
 
 
 
 
Thank you for your attention. 
 
Yours sincerely, 
 
 
 
 
Emilio Linares-Rivas Balius 
 
Accounting Policy and Compliance Manager 
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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 do not agree with the proposed amendments.  
 

First of all, we do not agree with the assertion included in the introduction of the Exposure 
Draft, which states that significant diversity has arisen in practice in venturers’ accounting 
for the acquisition of interests in jointly controlled operations or assets in which the activity 
of the jointly controlled operations or assets constitutes a business, as defined in IFRS 3. 
We believe that this diversity in practice does not exist, at least as regards the Oil&Gas 
industry. In fact we believe that the application of the proposed amendments would create 
more diversity in practice as well as additional complexity and related costs without 
providing more relevant information.   
 

Said that, there are a number of relevant issues where it is not clear how the proposed 
amendments should be applied as well as the accounting impacts that its application could 
arise. Given the large number of ways in which a joint can be articulated both in different 
industries and in multiple jurisdictions, we urge the Board to consider the following areas of 
uncertainty that have been identified during the ED´s comment period: 
 
 Concept of business.  

 

o We do not believe that the acquisition of an interest in a joint operation 
constitutes a business combination on its own, because only the underlying 
assets and activities of the joint operation considered as a whole might 
constitute a business as defined in IFRS 3 ‘Business Combinations’. Therefore 
we do consider that the proposed amendments are not consistent with the 
definition of business in IFRS 3. In addition, we are not convinced with the 
proposed amendments because we do not believe that they are consistent with 
the principles in IFRS 11, which makes a distinction between a joint operation 
and a joint venture based on the assessment of the rights and obligations 
arising from the arrangement, regardless of whether the joint arrangement 
constitutes a business or not. 
 

o The development of the concept of ‘business’ is under revision in the Post 
Implementation Review of IFRS 3. Due to the fact that joint operations are very 
common and relevant in the Oil&Gas industry, we believe that if IASB decides to 
issue the proposed amendments it would be needed an additional amendment 
in the scope of IFRS 3 which states that the acquisition of an ownership interest 
in a joint operation whose assets and activities are under the scope of IFRS 6 
‘Exploration for and Evaluation of Mineral Resources’ does not constitute a 
business combination as defined in IFRS 3.  
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 Joint operations are articulated in many different ways in the Oil&Gas business and 

there are a number of relevant issues where it is not clear how the proposed 
amendments should be applied (conveyances, ‘bargain purchases’, etc.) as well as 
other cross-cutting affecting other IFRSs.  
 

 Contingent payments. We are also concerned about the accounting treatment of 
contingent payments in periods after initial recognition in the event that the IFRS 3 
relevant principles would be applied in the acquisition of an interest in a joint operation. 
We do not believe that it would be appropriate to record in the income statement the 
subsequent changes in the value of these liabilities, which under the Exposure Draft 
proposals would be considered as contingent consideration under IFRS 3. On the 
contrary, we believe that the economic substance of the acquisition of an interest in a 
joint operation represents the acquisition of a portion of the economic benefits in the 
total assets of the joint operation considered as a whole and the accounting treatment 
proposed by the IFRS Interpretations Committee (Variable payments for the separate 
acquisition of PPE and intangible assets) would provide more relevant information to 
the users of financial statements. 
  

 Accounting treatment for additional interest in a joint operation. This kind of transactions 
(for example, farm-in arrangements) are very common in the Oil&Gas industry and we 
believe that the Board should consider not only the accounting for the initial acquisition 
but also for subsequent acquisition of an interest in a joint operation, when joint control 
is maintained. Again, there are several issues related to this kind of transactions which 
would lead to diverse practice in case that the proposed amendments were issued. 
 

 Another area of concern is how to manage the application of the mechanics of IAS 12 
‘Income Taxes´ in relation to deferred taxes accounting if the proposed amendments 
are finally issued by the IASB. 

 

 If IASB decides to issue the proposed amendments, there are some situations which 
also require further guidance: 
 

o IFRS 11 ‘Joint Arrangements’ paragraph 23 states that a party that participates 
in but does not have joint control of  a joint operation shall account for its interest 
in the arrangement in accordance with paragraphs 21 and 22 if that party has 
rights to the assets and obligations for the liabilities, relating to the joint 
operation. We believe that the Board should provide guidance not only for joint 
operators but also for parties that participate in but does not have joint control of 
a joint operation. In these sense, we do not believe that the acquisition of this 
kind of interests should be accounted for applying the relevant principles in 
IFRS_3. 
 

o There are other arrangements where there is more than one single combination 
of partners which allow making decisions about the relevant activities of the 
arrangement (IFRS 11, paragraph B8 - Example 3). These arrangements are 
out of the scope of IFRS 11. However, and provided that the arrangement is not 
structured through a separate vehicle (in which case IFRS 10, IAS 28 or 
IAS39/IFRS 9 should be applied as stated in IFRS 11, paragraph B11), an 
interest in such arrangements is usually accounted for in a similar way than joint 
operations, because the parties in this kind of arrangements account for their 
contractual rights to the assets and their obligations for the liabilities, as well as 
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the related income/ expenses, following the relevant principles in other IFRSs 
(i.e. IAS 16, IAS 38, IAS 37, etc.) In order to avoid different practices, we believe 
that IASB should make it clear that the parties in this kind of arrangements 
should not apply the relevant principles in IFRS 3. 

 
 We also have reservations about how the proposed changes would fit within the 

process of convergence between IASB and FASB, especially as regards of the 
accounting for acquisition of an interest in exploration and evaluation assets in the 
extractive industry. 

 
 

 

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? 

 

 
We consider that the proposed amendment is based on the assumption that an interest in a 
joint operation may be considered a business as defined in IFRS 3 and, according with our 
answer to the previous question, we do believe that this assumption is likely to be 
inadequate because only the underlying assets and activities of the joint operation 
considered as a whole may constitute a business as defined in IFRS 3 ‘Business 
Combinations’. 
  
Notwithstanding the foregoing, if IASB decides to issue the proposed amendments 
mentioned in Question 1 we agree that it should not apply if no existing business is 
contributed to the joint operation on its formation. 
 

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? 
 
Subject to our responses to Questions 1 and 2, we do agree that the proposed 
amendments should apply 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.  


