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12 February 2013 

International Accounting Standards Board 

First Floor 

30 Cannon Street 

London 

EC4M 6XH 

United Kingdom 

 

Dear Board members: 

Invitation to comment –Exposure Draft ED/2012/7 Acquisition of an Interest in a Joint 

Operation Proposed amendment to IFRS 11 

I am pleased to submit my comments on the above Exposure Draft (ED). Although I support the 

proposed amendments, I have some suggestion to the Board. 

My detailed responses to the questions in the invitation to comment are included in the 

Appendices to this letter. 

 

Yours sincerely,  

Yoshinaga Yuko 
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Appendix A 

Question 1: 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? 

Although I support the proposed amendments, I have some suggestion to the Board. Please see 

Appendix B. 

 

Question 2: 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? 

Although I support the proposed amendments, I have some suggestion to the Board. Please see 

Appendix B. 

 

Question 3: 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? 

I agree with the proposal. 

 

  



3 

Appendix B - Suggestions to the Board 

Although I support the proposed amendments, I suggest the Board: 

(a) make a consequential amendment to the definition of goodwill; 

(b) clarify the interaction between paragraphs 26 (a) and B33A (d) of IFRS 11 Joint 

Arrangements and paragraphs 47 and BC32 of IAS 21 The Effects of Changes in Foreign 

Exchange Rates; 

(c) make a consequential amendment to Appendix B of IFRS 10 Consolidated Financial 

Statements; 

(d) clarify the accounting treatment of bargain purchase; and 

(e) clarify the accounting treatment of acquisition of additional interests in a joint operation. 

 

Consequential amendment to the definition of goodwill 

1. Goodwill is defined as an “asset representing the future economic benefits arising from 

other assets acquired in a business combination that are not individually identified and 

separately recognised”. 

 

2. Business combination is defined as a “transaction or other event in which an acquirer 

obtains control of one or more businesses. Transactions sometimes referred to as 'true 

mergers' or 'mergers of equals' are also business combinations as that term is used in this 

IFRS”. 

 

3. When an entity acquires an interest in a joint operation in which the activity of the joint 

operation constitutes a business, it does not obtain control of the business. Instead, it 

obtains joint control of the business. 

 

4. However, paragraph B33A (d) of IFRS 11 requires an entity to recognise goodwill for the 

excess of the consideration transferred over the net of the acquisition-date amounts of the 

identifiable assets acquired and the liabilities assumed, when an entity acquires an 

interest in a joint operation in which the activity of the joint operation constitutes a 

business. 

 

5. Hence, with the introduction of paragraph B33A (d) of IFRS 11, an entity would be 

required to recognise goodwill not only for business combination but also for acquisition 

of an interest in a joint operation. 

 

6. I believe that this is a fundamental change to the notion of goodwill. 
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7. Therefore, I suggest the Board make a consequential amendment to the definition of 

goodwill as follows: 

An asset representing the future economic benefits arising from other 

assets acquired in a business combination or an acquisition of an interest 

in a joint operation in which the activity of the joint operation constitutes 

a business that are not individually identified and separately recognised. 

 

Interaction between paragraphs 26 (a) and B33A (d) of IFRS 11 and paragraphs 47 and 

BC32 of IAS 21 

8. Paragraph 26 (a) of IFRS 11 requires an entity to account for its interests in a joint 

operation in accordance with paragraphs 20–22 of IFRS 11, which means that the parties' 

interests in a joint operation are recognised in their separate financial statements. 

 

9. Accordingly, when an entity acquires an interest in a joint operation in which the activity 

of the joint operation constitutes a business, an entity would recognise goodwill in its 

separate financial statements as well as in its consolidated financial statements for the 

excess of the consideration transferred over the net of the acquisition-date amounts of the 

identifiable assets acquired and the liabilities assumed in accordance with paragraph 

B33A (d) of IFRS 11. 

 

10. However, paragraph 47 of IAS 21 states that: 

Any goodwill arising on the acquisition of a foreign operation and any 

fair value adjustments to the carrying amounts of assets and liabilities 

arising on the acquisition of that foreign operation shall be treated as 

assets and liabilities of the foreign operation. 

 

11. Paragraph BC32 of IAS 21 states that: 

The Board was persuaded by the reasons set out in the preceding 

paragraph and decided that goodwill is treated as an asset of the foreign 

operation and translated at the closing rate. 

 

12. I think that the requirements in paragraphs 26 (a) and B33A (d) of IFRS 11 contradicts 

the requirement in paragraph 47 and the Board's assertion in paragraph BC32 of IAS 21 

and hence would lead to divergence in practice for accounting for goodwill that arises as 

a result of acquisition of a joint operation that is a foreign operation. 
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13. Therefore, I suggest the Board clarify the interaction between paragraphs 26 (a) and 

B33A (d) of IFRS 11 and paragraphs 47 and BC32 of IAS 21 when finalising the 

proposal. 

 

Consequential amendment to Appendix B of IFRS 10 

14. Paragraph B33B of IFRS11 states that paragraphs 21A and B33A apply to the acquisition 

of an interest in a joint operation on its formation, except when there is no existing 

business. 

 

15. Hence, an entity would be required to apply the requirements in paragraph 21A and 

B33A of IFRS11 when existing businesses are contributed in the formation of joint 

operation, including when an entity contributes its subsidiary to a joint operation. 

 

16. Paragraph B98 (b) (i) of IFRS 10 requires an entity to recognise the consideration 

received, if any, from the transaction, event or circumstances that resulted in the loss of 

control at fair value (without any exception). 

 

17. However, paragraph B33A (a) of IFRS 11 requires an entity to measure identifiable 

assets and liabilities at fair value other than those items for which exceptions are 

given in IFRS 3 and other IFRSs. 

 

18. Moreover, paragraph B 33A (d) requires an entity to initially measure goodwill as a 

residual ie the excess of the consideration transferred over the net of the acquisition-date 

amounts of the identifiable assets acquired and the liabilities assumed. 

 

19. I think that the Board should provide an additional guidance in IFRS10 in order to 

prevent potential conflict between IFRS 10 and IFRS 11.  

 

20. Therefore I suggest the Board add paragraph B98A to IFRS 10 as follows: 

B98A Notwithstanding the requirements of paragraph B98, an entity shall 

apply paragraphs 21A, B33A and B33B of IFRS 11 if, as a result of the 

loss of control of a subsidiary, it acquires an interest in a joint operation 

in which the activity of the joint operation constitutes a business. 

 

Accounting treatment of bargain purchase 
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21. IFRS 3 provides guidance for bargain purchase gain. However, B33A of IFRS 11 is silent 

on this issue. 

 

22. I think that the Board should clarify the issue when finalising the proposal. 

 

Accounting treatment of acquisition of additional interests in a joint operation 

23. I believe that that the Board should provide guidance not only for initial acquisition but 

also for subsequent acquisition of an interest in a joint operation.  

 

24. For example, paragraph 21A of IFRS 11 requires an entity that participates in, but does 

not have joint control of a joint operation to account for the acquisition of an interest in a 

joint operation in accordance with the relevant principles on business combinations 

accounting in IFRS 3 and other IFRSs.  

However, it is not clear how such an entity would account for the acquisition of 

additional interests in a joint operation that results in the entity obtaining joint control of 

the joint operation. 

 

25. While the staff of IFRS Interpretations Committee has made an analysis of the issue
1
, I 

suggest the Board clarify its thinking on this issue either in the body of the standard or in 

the Basis for Conclusion. 

                                                   
1See paragraph 9 (c) of January 2012 IFRS Interpretations Committee staff paper 

http://www.ifrs.org/Meetings/Documents/051201AP5IFRS11Acquisitionofaninterestinaj

ointoperation.pdf 


