
1 

 

 
Organismo Italiano di Contabilità – OIC 

(The Italian Standard Setter) 
Italy, 00187 Roma, Via Poli 29 

Tel. 0039/06/6976681 fax 0039/06/69766830 
e-mail: presidenza@fondazioneoic.it 

 
 
 
 

Hans Hoogervorst 
Chairman of the 
International Accounting Standard Board 
30 Cannon Street 
London EC4M6XH 
United Kingdom 

 
 

3 April 2013 
 
 
 
Re: IASB Exposure draft Acquisition of an Interest in a Joint Operation (Proposed 
amendment to IFRS 11) 
 
 
Dear Hans, 
 
We are pleased to have the opportunity to provide our comments in response to the above 
Exposure Draft (ED). 
 
We support the intention to address the diversity in practice but we have some concerns about the 
proposals contained in the ED. 
 
Please find our detailed comments on the question raised in the invitation to comment in the 
appendix to the letter. 
 
Should you need any further information, please do not hesitate to contact us. 
 
 
 

Yours sincerely, 
Angelo Casò 



2 

 

Appendix – Answers to questions to the exposure draft 
 
 
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? 
 
The OIC have some concerns about the proposals contained in the ED so that a joint operator 
accounting for the acquisition of an interest in a joint operation, where the activity of the joint 
operation constitutes a business, applies the relevant principles on business combinations 
accounting in IFRS 3 and other Standards. 
 
The main concern is that the proposed approach would remove any difference between the 
acquisition of control and the acquisition of an interest which originates a position different from 
the control. 
 
IFRS 3 is applied, in fact, only in cases where there is a business combination which, by its own 
definition, implies the acquisition of control. The idea of extending the application of IFRS 3 to 
include the acquisition of an interest in a JO (which by definition implies joint control) seems giving 
preeminence to the mere fact that the JO is a business, disregarding the fact that the buyer does 
not acquire the control. 
 
Furthermore, the IASB should clarify the accounting treatment in case of acquisition (or sale) of 
additional interest without the acquisition of control. In particular, it is not clear if the accounting 
effect of these additional transactions should be recognised in equity (as under IAS 27) or in the 
profit or loss.  
 
The ED should also clarify the accounting treatment of step acquisitions in JO. In accordance to 
IFRS 3 for the business combinations the 30% (so-called non-controlling equity interest) should be 
measured at fair value with changes in profit or loss.  It is not clear from the ED whether this 
measurement should be applied also in case of step acquisition in a JO.  
 
 
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? 
 
With regard to the scope, the ED states that it would be applied to the acquisition of an interest in 
an existing joint operation, but also to the acquisition of an interest in a joint operation on its 
formation. However, the ED states that it should not be applied if the formation of the joint 
operation coincides with the formation of the business: it seems to refer to cases where the 
activity that before the acquisition was not qualified as a business, in the JO can assume instead 
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the nature of a business. At this regard, we think that it would be appropriate to provide further 
clarification to avoid different application in practice. 
 
 
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? 
 
Although we have concerns about the proposals contained in the ED proposal, we agree with the 
proposed transition requirement to apply the ED and the consequential amendment to IFRS 1 
prospectively.  
 

*** 
 
Some concerns about the application of IFRS 11 on Separate Financial Statements 
 
In the past we raised some concerns1 about the divergence introduced by the IFRS 11 to the 
general principle stated by the IAS 27 to account for at cost or fair value all the investments in 
subsidiaries, joint controlled entities and associates.  
 
More in details, the concerns raised were the following: 
 
 Inconsistency with IAS 27. While interests in subsidiaries under IAS 27 are accounted for at 

cost or fair value in all circumstances, IFRS 11 introduces a distinction between joint 
operations and joint ventures. In the first case the SFS gives prominence to the fact that the 
entity has rights to the assets and obligations for the liabilities of the jointly controlled entity. 
In the second case, the SFS gives prominence to the nature of the equity investment. It is 
unclear the reason why the same fact pattern leads to opposite accounting requirements 
depending on the level of control exercised. The outcome seems counter-intuitive, 
considering that the stronger the control, the weaker the representation (i.e. investment 
rather than underlying assets and liabilities); 

 Duplication of information between CFS and SFS. The information provided in the SFS would 
not be useful to users as it will be a duplication of the information already reported in the 
consolidated financial statements. Indeed it is noted that separate financial statements offers 
a set of information which integrates the financial information provided by consolidated 
financial statements and this is stated by the IASB in the BC 10 of the IFRS 10. If this is the 
case, it is not clear the reason for making exceptions in the case of joint operations;

 Measurement issue. It is not clear how to deal with those cases where joint operations 
structured through separate legal entities are themselves parent companies. Should joint 
operators recognize their interests in subsidiaries on which they have rights to, as a one line 
investments (at cost or fair value), or should they recognize all assets and liabilities of such 
subsidiaries? In the latter case the departure of SFS from its original nature would become 
more and more evident. 

 
It is expected that the IASB would deal with these concerns as soon as possible. 
                                                            
1   Please refer to OIC comment letter to EFRAG draft endorsement advice of IFRS 11. 


