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Dear Sirs, 

I am writing on behalf of Telefónica, S.A. one of the world’s largest telecommunications 
companies by market cap. It operates in 24 countries and its customer base exceeds 315 
million globally. Telefónica’s growth strategy is focused on the markets in which it has a 
strong foothold: Europe and Latin America. Further information about the Telefónica 
Group and its activities is available on our website: www.telefonica.com 

Telefónica appreciates the opportunity to provide comments to the International 
Accounting Standards Board on its ED 2012/7 Acquisition of an Interest in a Joint 
Operation (Proposed amendments to IFRS 11) (the “ED”).  

We support the IASB’s efforts to address the issue and overall agree with the proposed 
amendments. However, we suggest that the scope is clarified and extended to address 
specifically other issues in relation with the acquisition of an interest in a joint operation.  

Our comments to the specific questions raised in the ED have been included in the 
Appendix attached to this letter. 

If you would like to discuss any of the issues described herein, please do not hesitate to 
contact Marta Soto, Head of Accounting Practice, at +34.914.828.534 or by e-mail to 
marta.sotobodi@telefonica.com.  

 

Yours sincerely, 
 
 
 
Marta Soto 
Head of Accounting Practice 
Telefónica, S.A. 

Madrid, 19 April 2013 
 
International Accounting Standards Board 
30 Cannon Street 
London EC4M 6XH 
United Kingdom 
 
Re: ED 2012/7 Acquisition of an Interest in a Joint Operation 
(Proposed amendment to IFRS 11) 
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Appendix 
 
Telefónica’s responses to the questions asked in ED 2012/7 Acquisition of an 
Interest in a Joint Operation (Proposed amendment to IFRS 11) 
 
 

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? 

Telefónica supports the proposal, as it addresses the diversity in practice that currently 
exists, with different accounting outcomes depending on whether such a transaction is 
deemed to be a business combination or an acquisition of a group of assets. However, in 
our view, these amendments will put considerable stress on how the notion of “joint 
operation” and “business” are understood by preparers and auditors, requiring 
considerable judgement in practice. 

We also believe that the ED does not provide specific guidance in relation to other types 
of transactions in connection with the acquisition of interests in a joint operation, 
namely: 

- The acquisition of an additional interest in the same joint operation. The proposals 
seem to require that the joint operator should apply IFRS 3 to the acquisition of 
further interests. However, underlying IFRS 3 is a key principle that the acquisition 
method is applied only once at the date of the business combination (upon 
acquisition of control). Which treatment would be appropriate and why? 

- The accounting for the loss of control over a business that is contributed to a joint 
operation in exchange for an interest in that joint operation. We agree with EFRAG’s 
views and encourage the IASB to address a number of cross-cutting issues arising 
from the ED to avoid unresolved issues.  

We suggest the IASB addresses such issues in a comprehensive manner. Otherwise, 
diversity in practice may continue to exist. 

 

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. 
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Do you agree with the proposed amendment? Why or why not? If not, what 
alternative do you propose? 

Telefónica agrees that the proposed amendments should be applied to the acquisition of 
an interest in a joint operation on its formation. We suggest that paragraph B33B of the 
ED is clarified so that it addresses also the acquisition of an interest in an existing joint 
operation in which the activity constitutes a business. As currently worded, the ED could 
be interpreted to be limiting the scope of the proposed amendment to IFRS 11 to the 
acquisition of an interest in a joint operation on its formation –when there is an existing 
business. This would not be consistent with the wording in paragraph BC10 and the 
Introduction of the ED. 
  

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? 

Telefónica agrees with the proposed transition requirement. 

 

 


