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Dear Sir/Madam 
 
 
Exposure Draft, ED/2012/7 Acquisition of an Interest in a Joint Operation 
 
Norsk RegnskapsStiftelse (the Norwegian Accounting Standards Board) welcomes the 
opportunity to submit its views on the exposure draft ED/2012/7 Acquisition of an Interest in a 
Joint Operation. 
 
We agree that diversity in practice exists on how joint operators account for the acquisition of 
an interest in a joint operation, and in particular where the activity of the joint operation 
constitutes business.  
 
We support the IASBs efforts to provide guidance on the accounting by a joint operator for 
the acquisition of an interest in a joint operation, in which the activity constitutes business, 
and see merits for dealing with the divergence in practice by applying relevant principles on 
business combinations accounting in IFRS 3 and other Standards. However, in our view, 
obtaining joint control is very different from obtaining control. Thus, we are concerned that it 
will prove challenging and potentially confusing to apply a set of principles, which are meant 
for fundamentally different transactions, by analogy to transactions in scope for this ED. 
Hence, we would rather suggest that separate specific accounting guidance, within IFRS 11, 
should be developed on this issue.  
 
Furthermore, we are reluctant to providing an unconditional support to dealing with such a 
complex issue through a narrow scope amendment to IFRS 11. Acquisitions of interest in 
joint operations often involve the acquisition of interests in joint operations, contribution of 
assets, businesses or subsidiaries (or parts of subsidiaries) and/or loss of control of 
subsidiaries. Hence, we are concerned that piecemeal and narrow scope amendments on 
these issues might create inconsistencies in other related areas, and leave open unresolved 
cross-cutting issues. We are particularly concerned about potential interactions with the 
accounting for loss of control over a subsidiary (and/or business that is not a subsidiary), in 
exchange for an interest in a joint operation, and acquisition of additional interests in a joint 
operation.  
 
Finally, while realizing the merits of the proposed approach, we also acknowledge that the 
proposal is likely to give rise to an increased divergence in the accounting for joint operations 
under IFRS 11, compared to certain arrangements which are scoped out of IFRS 11, but 
which is perceived by some to be similar to joint operations under IFRS 11. This is 
particularly relevant in some industries, such as oil and gas, where it is very common to have 
“joint” operations which do not satisfy the joint control definition in IFRS 11, because there 
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may be several combinations of vote casts that give decisive resolutions on relevant 
activities.  
 
Our comments to the detailed questions are laid out in the appendix to this letter. Please do 
not hesitate to contact us if you would like to discuss any specific issues addressed in our 
response, or related issues, further. 
 
 
Yours faithfully,  
 
 
Erlend Kvaal 
Chairman of the Technical Committee on IFRS of Norsk RegnskapsStiftelse 
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Appendix 
 
Acquisition of an Interest in a Joint Operation  
 
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 are concerned that it will prove challenging and potentially confusing to apply a set of 
principles, which are meant for fundamentally different transactions, by analogy to 
transactions in scope for this ED. Hence, we suggest that separate specific accounting 
guidance, within IFRS 11, should be developed on this issue.  
 
Furthermore, we are concerned that piecemeal and narrow scope amendments on these 
issues might create inconsistencies in other related areas, and leave open unresolved cross-
cutting issues. Hence, we would encourage the IASB to approach these issues in a more 
comprehensive manner, to avoid new uncertainty and diversity in practice, and to further 
explore the interaction between the ED and the following issues. 
 

• The proposal does not explicitly deal with loss of control over a subsidiary. However, 
the ED seems implicitly, by referring to the principles of IFRS 3 (i.e. recognise the 
acquitted interest at the fair value of the consideration transferred), to require full gain 
or loss (as also required by IFRS 10), where a subsidiary constituting business is 
contributed to a joint operation. However, uncertainty and divergence in practice is 
likely to exist until the inconsistency between IFRS 11 B34 and IFRS 10.25 is solved. 
 
Under ED/2012/6 Sale or Contributions of Assets between an Investor and its 
Associate or Joint Venture, the IASB proposes to amend IAS 28 to require full gain or 
loss recognition where a business (which is not subsidiary) or subsidiary constituting 
business (as defined in IFRS 3) is contributed or sold to an associate or joint venture. 
However, a sale or contribution of joint operation is excluded from the scope of this 
exposure draft. Thus, ED/2012/6 will not eliminate the inconsistency between IFRS 
11 B34 and IFRS 10.25. 
  

• We are not convinced that recognising full gain or loss on loss of control where a 
business (or subsidiary constituting business) is sold or contributed to a joint 
operation would provide useful information. We acknowledge that the investor-
investee relationship changes by these transactions, and, consequently, so does the 
nature of the investment. However, even when the composition of the group changes 
(as defined in IFRS 10), there may be circumstances where the investor retains rights 
to the same assets and obligations for the same liabilities as before the transaction. 
This is, in our view, substantially different from receiving a net interest in an associate 
or joint venture. 
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• Paragraph 38 of IFRS 3 prohibits re-measurement of assets and liabilities to their 
acquisition-date fair value if they are under the control of the acquirer before and after 
the business combination. It is unclear if and how this paragraph should be applied 
where an interest in a joint operation is acquired (by analogy?).   
 

• The ED is unclear on how to account for an additional interest in a joint operation in 
which joint control is maintained. The ED may be read to imply that the joint operator 
should apply IFRS 3 to acquisitions of additional interests. However, the principles of 
IFRS 3 require the standard to be applied only when the investor obtains control (joint 
control by analogy). Thus, we urge the IASB to clarify this issue.  

 
• The joint operator accounts for its interest in the assets and liabilities of the joint 

operation. This implies that the joint operator might account for a share of assets and 
liabilities of the joint operation that deviates from its ownership interest. Example: 
Investor X owns 50% of a joint operation (Entity Y). Entity X is required to purchase 
100% of the output of Entity Y and argue that Example 5 of IFRS 11 might be 
understood to require Entity X to account for 100% of the assets and liabilities of 
Entity Y. In this case, both the ED and IFRS 11 are unclear on how Investor X should 
account for an acquisition of a further interest in Entity Y, while maintaining joint 
control.  

 
• We also note that the proposed amendments in this exposure draft, as well as the 

amendment of IFRS 10 and IAS 28, as proposed in the Exposure draft Sale or 
Contribution of Assets between an Investor and its Associate or Joint Venture, will put 
further pressure on the definition of a business in IFRS 3. Thus, we suggest that the 
IASB, as part of the post implementation review of IFRS 3 Business Combinations, 
consider whether the definition of a business is sufficiently robust.  

 
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? 
 
Our comments to question 1 also apply to this question 
 
 
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 the proposed transition requirement. 


	IFRS Foundation
	30 Cannon Street
	London EC4M 6XH
	UK
	Oslo, Friday, 25 April 2013
	Exposure Draft, ED/2012/7 Acquisition of an Interest in a Joint Operation
	Erlend Kvaal

