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We welcome the opportunity to comment on Exposure Draft ED/2012/7 “Acquisition of an Interest in 
a Joint Operation” (the exposure draft) issued by the IASB in December 2012. 

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 agree in principle with the proposal to account for the acquisition of an interest in a joint 
operation that constitutes a business in accordance with the principles of business combinations 
accounting in IFRS 3 and other IFRSs. We also agree with the proposal to require disclosure of the 
information required by those Standards for business combinations. 
 
However, we have some concerns with the proposals outlined below. 
 
 We do not believe it is clear from the proposed amendments how the principles in IFRS 3 

should be applied in the situation where a venturer undertakes further acquisitions of an interest 
in an existing joint operation and retains joint control. Joint arrangements structured through a 
separate vehicle (e.g. a limited liability company) may qualify as a joint operation under 
IFRS 11. In the situation where a venturer increases its ownership interest in an entity that is 
accounted for as a joint operation and retains joint control, the question arises as to whether the 
venturer should apply the requirements relating to a business combination achieved in stages in 
IFRS 3 paragraphs 41 and 42 by analogy? This would result in the venturer remeasuring its 
pre-existing interest in the joint operation to its acquisition date fair value and recognising the 
remeasurement gain or loss in profit or loss for the period. Alternatively, should the venturer 
apply the principles of business combinations accounting separately to each acquisition 
transaction such that any pre-existing interest in the jointly controlled assets and liabilities are 
not remeasured via profit or loss and a separate calculation of goodwill/gain on acquisition is 
performed for each acquisition (i.e. similar to the step acquisition accounting prescribed in the 
previous version of IFRS 3)?  
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Joint arrangements are prevalent in the extractives industry and it is common for venturers to 
vary their ownership interests therein. Changes in ownership interest may result from venturers 
buying out other venturers or as a result of funding arrangements between the venturers which 
cause one venturer to earn an interest from another venturer. We believe it would be 
appropriate to prescribe the accounting to be applied in the situation where a venturer acquires 
a further interest in a joint operation and retains joint control, in order to avoid diversity in 
practice. In our view, as the nature of the ownership interest enjoyed by the acquiring venturer 
is not changing (i.e. joint control exists before and after each subsequent acquisition), each 
subsequent change of ownership should not be viewed as a “realisation” event or exchange of 
assets, and therefore prior ownership interests should continue to be carried at their existing 
values and not be remeasured. 
 
Further, it would be appropriate to prescribe the accounting to be performed in the situation 
where the joint operation either is or is not structured through a separate vehicle. This is 
because IFRS 3 paragraphs 41 and 42 explicitly refers to the situation where an acquirer 
obtains control of an acquiree in which it held an equity interest immediately before the 
acquisition date. To the extent this principle is to be applied by analogy, we believe it should be 
made clear whether this treatment applies regardless of whether the joint operation is housed in 
a separate vehicle or not.  We believe it would be appropriate for the IASB to expose any 
proposed treatment of further acquisitions of an interest in a joint operation so that constituents 
may analyse and comment on the principles that the IASB propose to apply. 

 
 We do not believe it is clear from the proposed amendments how the principles in IFRS 3 

should be applied in the situation when a venturer obtains control of the joint operation. In the 
situation where a venturer increases its ownership interest and obtains control of an entity that 
was previously accounted for as a joint operation, should the venturer apply the requirements 
relating to a business combination achieved in stages in IFRS 3 paragraphs 41 and 42 by 
analogy? This would result in the venturer remeasuring its pre-existing interest in the joint 
operation to its acquisition date fair value and recognising the remeasurement gain or loss  in 
profit or loss for the period. Alternatively, should the venturer apply the principles of business 
combinations accounting separately to each acquisition transaction such that any pre-existing 
interest in the jointly controlled assets and liabilities are not remeasured via profit or loss and a 
separate calculation of goodwill/gain on acquisition is performed for each acquisition (i.e. similar 
to the step acquisition accounting prescribed in the previous version of IFRS 3)? Similar to our 
comments in the previous paragraph, we believe it would be appropriate to explicitly prescribe 
the accounting to be applied in this situation to avoid diversity in practice. Further, we believe it 
would be appropriate for the IASB to expose any proposed treatment so that constituents may 
analyse and comment on the principles that the IASB propose to apply. 

 
 We note that the proposals in this ED as well as in ED /2012/6 “Sale or Contribution of Assets 

between an Investor and its Associate or Joint Venture” will increase the number of transactions 
that will involve an application of the definition of ‘business’ within IFRS 3. We believe that the 
definition of a business and the guidance currently within IFRS 3 is not sufficiently clear. Given 
the increasing reliance on this definition and the different accounting treatments that arise 
depending on whether the definition is consider to be met or not, we believe that the IASB 
should develop more effective guidance on what constitutes a business in order to make a clear 
distinction between assets and ‘business’.  
 

 When referring to the principles on business combinations accounting we note that the 
proposed paragraph B33A and the basis for conclusions refer to the “relevant” principles. We 
also note that the proposed paragraph B33A identifies certain principles of business 
combination accounting in IFRS 3. We have assumed that it is the IASB’s intention that an 
entity applies all principles of business combination accounting to transactions within the scope 
of the proposed amendment and that the principles identified in B33A are merely illustrative and 
not intended to be an exhaustive list. In other words, as well as the principles listed within 
paragraph B33A, an entity would also apply the requirements within IFRS 3 relating to, for 
example, contingent consideration and the measurement period. In that case we assume that 
the word relevant has been used in the context of requiring an entity to apply only those 
principles of business combination accounting that are relevant to the acquisition in question. 
Accordingly, to the extent that an acquisition does not involve contingent consideration, then the 
requirements for contingent consideration within IFRS 3 would not be relevant and an entity 
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would not apply those requirements. On the basis of our assumption we believe that use of the 
word “relevant” is unnecessary and potentially confusing. It is unnecessary because we think an 
entity would naturally apply those principles that are relevant to the transaction. It is potentially 
confusing because we believe some may interpret it to mean that not all principles within IFRS 
3 are relevant to the accounting for acquisitions of interests in joint operations within the scope 
of the proposed amendments. In particular, some may interpret the four principles identified in 
sub-paragraphs (a) – (d) as being the only relevant principles that need to be applied. We 
believe the word “relevant” should be removed. Of course, to the extent that the IASB intended 
that only certain principles of business combination accounting be applied then we believe this 
should be clearly articulated in the amendments. In that case, we believe it would be 
appropriate for the IASB to re-expose so that constituents may analyse and comment on the 
principles that the IASB propose to apply. 

 
 We also note that the proposed amendment states that an entity “shall apply … the relevant 

principles on business combinations accounting in IFRS 3 and other IFRSs”. We assume that 
the reference to other IFRSs is to necessarily refer to aspects of business combination 
accounting that are dealt with in other IFRSs (e.g. IAS 12 Income Taxes prescribes the 
accounting for deferred tax assets and liabilities in a business combination). However, we have 
a concern that some may interpret the reference to ‘other IFRSs’ as not necessarily relating to 
other IFRSs that deal with aspects of business combination accounting. For example, some 
may interpret the wording of the proposed amendment to suggest that the entity shall apply “the 
relevant principles on business combination accounting in IFRS 3” and also apply “other 
IFRSs”. Coupled with our concern about the use of the word “relevant” this may prompt entities 
to develop an accounting policy that is not entirely consistent with the principles of business 
combination accounting in IFRS 3.  We believe simply referencing to the business combination 
principles in IFRS 3 is sufficient and that reference to “other IFRSs” should be removed. IFRS 3 
contains references to other IFRSs as appropriate and we believe that this is sufficient to 
encompass the business combination accounting requirements of other IFRSs. 

 
 Finally, we note that IFRS 3 provides a scope exclusion for a combination of entities or 

businesses under common control. By referring to the principles on business combination 
accounting in IFRS 3, the question arises as to whether an entity is also able to apply the 
common control scope exclusion in IFRS 3 by analogy. For example, in the event that a group 
undertakes a group reorganisation involving the transfer of an interest in a joint operation 
between group entities, would the receiving entity be required to apply the principles of 
business combination accounting in IFRS 3 in its own financial statements or would it be able to 
apply, by analogy, the common control scope exclusion in IFRS 3 and apply the principles it has 
developed for common control transactions. Until such time that the IASB develops the 
accounting treatment to be applied to business combinations of entities or businesses under 
common control, we believe the common control scope exclusion should also be available for 
acquisitions of interests in a joint operation.  Further, we believe that the IASB should explicitly 
state that such transactions are outside the scope of the proposed amendments to IFRS 11. 

 
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 agree with this proposal.  However, we believe the intended scope of the proposed changes, as 
constrained by proposed paragraph B33B, would be made clearer if it stated that there is no existing 
business contributed by any of the contributing venturers. We are concerned that some might read 
paragraph B33B differently as to whether it is referring to the reporting entity’s contribution, the other 
venturer’s contributions, or the existing operations prior to new venturer contributions.  The phrase 
used in the last paragraph of the Introduction on page 4 of ED/2012/7 provides a clear explanation 
of the intended scope constraint, where it states that the amendments should not apply where the 
formation of the joint operation coincides with the formation of the business. 
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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? 
 
We agree with this proposal. 
 
We would like to thank the IASB in providing the opportunity to comment on this important 
issue. 

Yours sincerely, 
 

 

 

Brett Rix 
Vice President External Reporting and Governance 
 


