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Dear Hans 

 

RESPONSE TO EXPOSURE DRAFT ON ACQUISITION OF AN INTEREST IN A 

JOINT OPERATION (PROPOSED AMENDMENT TO IFRS 11) 

 

The Singapore Accounting Standards Council appreciates the opportunity to comment on the 

Exposure Draft on Acquisition of an Interest in a Joint Operation (Proposed Amendment to IFRS 

11) (the ED) issued by the International Accounting Standards Board (the IASB) in December 

2012.   

 

We appreciate the IASB’s effort to provide explicit guidance on the accounting by a joint 

operator for the acquisition of an interest in a joint operation in which the activity of the joint 

operation constitutes a business (hereinafter referred to as “JO”) to address the current diversity 

in practice.  
 

Our comments on the specific questions in the ED are as follows: 

 

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? 

 

Subject to our comments in the ensuing paragraphs, we agree with the proposed amendment. 

Specifically, we concur with the IASB’s view that the separate recognition of goodwill, when 

present, is preferable to allocating premiums paid to identifiable assets acquired on the basis of 

relative fair value as this would better reflect the economic substance of the transaction. We also 

agree that IFRS 3 and the guidance in other IFRSs on business combinations provide a 

comprehensive set of accounting principles for the different components of the acquisition of an 

interest in a JO, thereby ensuring consistent accounting treatment for all such transactions. 

 



Cross-cutting issues and tensions between the proposed new paragraph 21A of IFRS 11 and 

other IFRS requirements and proposals 

 

We note that a literal reading of the proposed new paragraph 21A of IFRS 11 appears to require 

a joint operator to apply the principles of business combinations to its interest in the entire JO 

(including contributed assets, whether or not these assets constitute a business), when the joint 

operator contributes assets to the JO in exchange for an interest in that JO.  

 

However, we think that remeasuring the portion of assets that the joint operator continues to 

recognise after its contribution to a JO would be conflicting with:  

 

(a) IFRS 11 paragraph B34, which requires a joint operator to recognise gains or losses from its 

contribution of assets to a joint operation only to the extent of the other parties’ interests in 

the joint operation;  

 

(b) the principles of IFRS 3 paragraph 38, which could be applied by analogy to require any 

retained interest in previously controlled assets and liabilities to be measured at their 

carrying amount when joint control is retained after the contribution; and 

 

(c) ED/2012/6 Sale or Contribution of Assets between an Investor and its Associate or Joint 

Venture, which proposes partial gain or loss recognition by an investor for a contribution of 

non-business assets to an equity-accounted investee.  

 

Accordingly, we believe the IASB should: 

 

(a)  clarify the requirements of this proposed new paragraph to avoid diversity in interpretation; 

and 

 

(b)  address the cross-cutting issues and tensions between this proposed new paragraph and the 

aforesaid existing and proposed new IFRSs requirements to avoid unintended or 

unwarranted consequences. 

 

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 the proposed scope. However, we note that the ED is not clear as to whether the 

proposed amendments also apply to acquisitions of additional interests in a JO when joint control 

is retained. Specifically, it is not clear whether an additional interest in a business can be 

considered a business in its own right and whether a joint operator can acquire incremental joint 

control of a portion of a business that it already jointly controls with the other joint operators.   

 



Applying the principles of business combinations could be interpreted as requiring the joint 

operator to de-recognise its existing interest in the JO and to account for its new interest as a 

whole using the principles of business combinations. An alternative view is that the joint 

operator only recognises a portion of the underlying assets that it jointly controls with the other 

joint operators and could therefore apply the principles of business combinations to each 

additional interest in the business that it subsequently acquires while joint control is being 

retained.  

 

However, we understand that one of the basic principles of IFRS 3 is that the standard has to be 

applied on the date on which an entity obtains control of a business (i.e. at the date of the 

business combination) and does not apply to subsequent acquisitions of additional interests in the 

business, since an entity cannot obtain control over a business more than once. Under this view, 

a joint operator similarly cannot obtain joint control over a business more than once and would 

account for the additional interest using the cost approach. We think that the IASB should 

provide a clarification in this area and the rationale for the accounting requirements.  

 

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 on the basis that a retrospective transition 

approach could involve the use of hindsight in determining the acquisition-date fair values of 

identifiable assets and liabilities. 

 

We hope that our comment will contribute to the IASB’s deliberation on the ED. Should you 

require any further clarification, please contact the project manager Ivan Koo at 

ivan_koo@asc.gov.sg.  

 

 

Yours faithfully  

 

 

Suat Cheng GOH  

Technical Director  

Singapore Accounting Standards Council   

 


