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September 15, 2014  

 

Submitted electronically via www.ifrs.org 

 

International Accounting Standards Board 

30 Cannon Street, 1st Floor 

London EC4M 6XH 

United Kingdom 

 

Dear Sirs: 

 

Re: Investment Entities: Applying the Consolidation Exception (Proposed amendments 
to IFRS 10 and IAS 28) (ED/2014/2) 

This letter is the response of the Canadian Accounting Standards Board (AcSB) to the 
International Accounting Standards Board’s (IASB) Exposure Draft, “Investment Entities: 
Applying the Consolidation Exception (Proposed amendments to IFRS 10 and IAS 28),” issued 
in June 2014. 

The AcSB is Canada’s national accounting standard setting body, which has adopted a 
strategy of importing IFRSs into Canada for publicly accountable enterprises.  The AcSB 
consists of members from a variety of backgrounds, including financial statement users, 
preparers, auditors and academics.  Additional information about the AcSB can be found at 
www.frascanada.ca. 

The AcSB consulted with Canadian preparers, auditors and securities regulators.  This letter 
represents the views of the AcSB after considering the input received from these consultations 
as well as input from individual members of the AcSB and its staff.  However, they do not 
necessarily represent a common view of the AcSB, its committees, or staff.  Formal positions of 
the AcSB are developed only through due process.  

We commend the IASB for its prompt response in addressing the issues raised with the IFRS 
Interpretations Committee.  We support the narrow scope amendments to IFRS 10 
Consolidated Financial Statements and IAS 28 Investments in Associates and Joint Ventures 
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as proposed in the Exposure Draft.  We continue to think that the fair value of controlled 
investments provides the most relevant information to the users of investment entity financial 
statements.  Responses to the questions posed in the Exposure Draft are provided in the 
Appendix to this letter. 

We would be pleased to elaborate on our comments in more detail if you require. If so, please 
contact me or, alternatively, Rebecca Villmann, Director, Accounting Standards (+1 416 204‐
3464 or email rvillmann@cpacanada.ca) or Nicky Lahner, Principal, Accounting Standards 
(+1 416 204‐3348 or email nlahner@cpacanada.ca). 

 

Yours truly, 

 
Linda F. Mezon, FCPA, FCA 
CPA (MI) 
Chair, Canadian Accounting Standards Board 
lmezon@cpacanada.ca 
+1 416 204‐3490 
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APPENDIX 

 

Question 1—Exemption from preparing consolidated financial statements 

The IASB proposes to amend IFRS 10 to confirm that the exemption from preparing 
consolidated financial statements set out in paragraph 4(a) of IFRS 10 continues to be 
available to a parent entity that is a subsidiary of an investment entity, even when the 
investment entity measures its subsidiaries at fair value in accordance with paragraph 31 of 
IFRS 10.  Do you agree with the proposed amendment?  Why or why not? 

 

1. We agree with the proposed amendment to confirm that the exemption from preparing 
consolidated financial statements continues to be available to a parent entity that is a 
subsidiary of an investment entity, for the reasons identified in paragraphs BC3 to BC5 of 
the Exposure Draft. 

 

Question 2—A subsidiary that provides services that relate to the parent’s investment 
activities 

The IASB proposes to amend IFRS 10 to clarify the limited situations in which paragraph 32 
applies.  The IASB proposes that the requirement for an investment entity to consolidate a 
subsidiary, instead of measuring it at fair value, applies only to those subsidiaries that act as 
an extension of the operations of the investment entity parent, and do not themselves qualify 
as investment entities.  The main purpose of such a subsidiary is to provide support services 
that relate to the investment entity’s investment activities (which may include providing 
investment-related services to third parties).  Do you agree with the proposed amendment? 
Why or why not? 

 

2. We agree that the proposed amendment clarifies that the requirement for an investment 
entity to consolidate a subsidiary applies only to those subsidiaries that act as an 
extension of the service operations of the investment entity parent and do not themselves 
qualify as investment entities.  We agree that this clarification is consistent with the 
decisions made by the IASB during the original investment entity deliberations on the 
Exposure Draft, “Investment Entities (ED/2011/4)”.  We continue to think that fair value 
reporting is more useful to investors in investment entities than consolidated financial 
statements because fair value information enables users to assess the investing 
performance of entities and to decide whether to buy, hold or sell ownership interests 
based on changes in their fair value.   
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3. Many stakeholders consulted supported the clarification and they think that the clarification 
will reduce diversity.  Certain other stakeholders expressed concerns about the proposal 
as it related to subsidiaries of an investment entity parent that are investment entities 
themselves but also perform some investment-related service operations as an extension 
of the investment entity parent.  An example was provided of a parent investment entity 
that conducts all its investing activities through its investment entity subsidiary, i.e. a 
holding company.  In this example, the holding company also performs certain investment-
related service activities either directly or indirectly though other subsidiaries.  These 
stakeholders are concerned that measuring all activities of these subsidiaries in a single 
fair value measure may result in lack of transparency as the investments, including any 
related debt financing, held in the investment entity subsidiary are not reported directly on 
the face of the statement of financial position of the investment entity parent.  In addition, 
investment-related service operations (e.g. asset management contracts and similar 
activities) would also be incorporated into the single fair value determination.  These 
stakeholders also thought that fair value measurement could lead to structuring 
opportunities in certain circumstances and may result in reduced transparency in financial 
statement disclosures.  In their view, the financial statements would not report relevant 
information to users for these types of subsidiaries.   

4. We acknowledge that the IASB deliberated this concern when developing the investment 
entity exemption as noted in paragraph BC 9(a) of the Exposure Draft. 

5. The AcSB notes that preparers in Canada are working through this issue as they are 
adopting IFRSs and preparing their first set of financial statements.  The IFRSs adoption 
date for Investment Entities in Canada was January 1, 2014.  As a result, it is not possible 
at this stage to determine the effect of the IFRS 10 amendments on comparability of 
investment entity financial statements in Canada and the AcSB will monitor the effects 
going forward.  

 

Question 3—Application of the equity method by a non-investment entity investor to an 
investment entity investee 

The IASB proposes to amend IAS 28 to: 

(a) require a non-investment entity investor to retain, when applying the equity method, the 
fair value measurement applied by an investment entity associate to its interests in 
subsidiaries; and 

(b) clarify that a non-investment entity investor that is a joint venturer in a joint venture that 
is an investment entity cannot, when applying the equity method, retain the fair value 
measurement applied by the investment entity joint venture to its interests in 
subsidiaries. 

Do you agree with the proposed consequential amendment? If not, why? 
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6. We agree with the proposed amendment to require a non-investment investor to (a) retain 
the fair value measurement applied by an investment entity associate and (b) not retain 
the fair value measurement applied by the investment joint venture, when applying the 
equity method, to its interests in subsidiaries for the reasons provided in paragraphs BC20 
to BC22 of the Exposure Draft.  

7. We recommend that the words “a non-investment entity investor” be added to paragraphs 
36A and 36B of the final Standard in order to make it clear that the requirements in these 
paragraphs refer to a non-investment entity investor with interests in investment entity 
associates or joint ventures.  


