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Dear IFRS Interpretations Committee members:  
 
Re: Tentative Agenda Decision – Special Purpose Acquisition Companies: Accounting for Warrants at 
Acquisition 
 
This letter is the response of the Canadian Accounting Standards Board (AcSB) to the IFRS Interpretation 
Committee’s (IFRIC or Committee) Tentative Agenda Decision on Special Purpose Acquisition Companies 
(SPAC): Accounting for Warrants at Acquisition, issued in March 2022. 
 
In formulating the views expressed in this letter, we considered input from our IFRS® Discussion Group (Group). 
The Group consists of members with a range of backgrounds and experience, including preparers, users and 
auditors of financial statements prepared in accordance with IFRS Standards. 
 
We understand that the tentative agenda decision (TAD) reflects the Committee’s discussion and conclusions 
related to the narrow fact pattern included in the TAD and we agree with the Committee’s technical analysis of 
that issue. However, as explained in detail below, we are concerned that the TAD has broader implications, 
resulting in unintended consequences when applied to other transactions with similar characteristics. For 
example, we think that the fact pattern examined is not sufficiently different from several other types of 
transactions that occur in practice such as the acquisition of a group of assets that is not a SPAC and the 
issuance of warrants to key management personal. These examples are not specific to Canada and therefore 
may have a pervasive impact on global practice. 
 
Due to the potential broader implications and the complexity of determining whether similar fact patterns 
represent transactions within the TADs intended scope, we think the IFRIC should not finalize this agenda 
decision. We disagree that the submission received by the Committee is sufficiently narrow in scope. As such, 
we think that the Committee should refer this issue to the International Accounting Standards Board (IASB) to 
assess whether additional standard setting is required. While we acknowledge the resource constraints the 
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IASB will face during its next five-year work plan, we think a standard-setting project (not a finalized agenda 
decision) is required to adequately address the issue. We also think that any standard-setting project should 
begin with extensive research on the scope of transactions impacted by the proposed guidance. Based on our 
experience and limited outreach, we think that the scope of transactions with similar characteristics to the 
specific fact pattern submitted extend well beyond SPAC transactions. 
Examples of other scenarios with similar facts and circumstances 
 
Acquisition of a group of assets that is not a SPAC 
 
Asset acquisitions across a broad spectrum of industries are often completed through the issuance of equity 
instruments, including warrants. It is also common for there to be a mix of assets acquired, some of which may 
be cash and other financial assets or financial liabilities (i.e., receivables, payables, etc.). For example, in the life 
sciences industry, we understand that it is common for an entity to acquire a group of assets that does not meet 
the definition of a business, such as intangible assets consisting of patents and intellectual property, as well as 
some miscellaneous receivables and payables, and a cash balance. Often, these entities have applied judgment 
and accounted for the consideration transferred in accordance with IFRS 2 Share-based Payment (IFRS 2) 
rather than splitting it between non-business portions that reside in IFRS 2 and other portions that reside in IAS 
32 Financial Instruments: Presentation (IAS 32). We think that if the guidance in the TAD were applied to these 
transactions, that some warrants may have been classified as a liability in accordance with IAS 32.  
 
Warrants issued to key management personnel for cash proceeds 
 
It is common in the private equity industry to award key management personnel a variable number of shares in 
exchange for cash consideration, with the warrants being callable if the manager does not meet certain service 
conditions. Although this fact pattern is unrelated to SPAC acquisitions, we think that there are similarities in that 
warrants are issued by the entity in exchange for cash proceeds (i.e., outside of the scope of IFRS 2) and future 
services (akin to the listing service ‘acquired’ by the non-listed operating company in the submitted fact pattern) 
are received.  
 
Further clarification and guidance 
 
Notwithstanding our comments above, if the Committee proceeds to finalize the TAD in its current form, we 
encourage the Committee to clarify certain aspects of the agenda decision. We think that providing clarity is 
useful to preparers to ensure the agenda decision is applied consistently to transactions within its scope. 
 
Clarify why a Reverse Takeover Transaction (RTO) is excluded from the TADs scope 

We observe that the RTO scenario that was analyzed in the Staff Paper discussed at the March 2022 IFRIC 
meeting was not included in the TAD. We think that stakeholders may interpret its exclusion to mean one of two 
things: (1) the TAD should be applied by analogy to these types of transactions; or (2) the TAD should not be 
applied by analogy to these types of transactions. For example, while SPAC acquisitions are uncommon in the 
Canadian jurisdiction, we note that a Capital Pool Company1 (CPC) is a more commonly used alternative 
mechanism for private companies to raise capital and go public. The accounting treatment of transactions 
involving CPCs is to a large extent duplicative of the accounting followed in practice for RTO transactions. We 
think that it is unclear whether these types of transactions fall within or outside of the scope of the TAD. As such, 

 
1 A Capital Pool Company is a listed company with experienced directors and capital, but no commercial operations at the time of 
the initial public offering. The directors of the CPC focus on acquiring an emerging company and, upon the completion of the acquisition, 
that emerging company has access to the capital and the listing prepared by the CPC. 
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we encourage the Committee to update the TAD to provide a clear explanation of whether its guidance is meant 
to be applied to RTOs or more broadly to similar types of transactions.  
 
Address the subsequent (i.e., post-acquisition) accounting requirements under the scenario where the warrants 
are part of the consideration for the acquisition of the SPAC 
 
We observe that the TAD does not provide guidance associated with the accounting for SPAC warrants that are 
not assumed by the accounting acquirer. We think that the TAD should include guidance addressing this 
outcome, particularly where the warrants issued are traded publicly and therefore not specifically identifiable. 
The initial and subsequent measurement of these instruments may be impacted dependent on whether it is 
within the scope of IFRS 2 or another standard. Therefore, we encourage the IFRIC to provide guidance 
addressing this outcome.  
 
Measurement of shares and warrants issued as part of the consideration transferred 
 
We note that the TAD suggests a relative standalone fair value approach to measure the liability and equity 
instruments issued in the transaction. That said, the definition of fair value contained in IFRS 2 is different than 
the definition of fair value provided in IFRS 9 Financial Instruments (IFRS 9) and IAS 32, which refers to IFRS 
13 Fair Value Measurement (IFRS 13). We think that the TAD should explicitly acknowledge that the definitions 
of fair value under each standard differ. As a result, the relative fair value approach could result in a different 
accounting outcome (i.e., the allocation of the consideration transferred between equity and a financial liability 
may differ depending on the definition of fair value used). We think that to reduce this potential diversity in 
practice the TAD could explicitly require the use of one standard when a financial statement preparer is 
determining the fair value of the newly issued ordinary shares and warrants in exchange for the SPACs ordinary 
shares and the legal cancelation of the SPACs warrants. 
  
We would be pleased to elaborate on our comments in more detail if you require. If so, please contact me or 
alternatively, Katharine Christopoulos, Director, Accounting Standards at +1 416 204-3270 (email 
kchristopoulos@acsbcanada.ca) or Matthew Bishop, Principal, Accounting Standards at +1 647 264-7070 
(email mbishop@acsbcanada.ca). 
 

Yours truly,  

 
 
 
 
Linda F. Mezon-Hutter, FCPA, FCA, CPA (MI), CGMA  
Chair, Canadian Accounting Standards Board  
lmezon@acsbcanada.ca  
+1 416 204‐3490 
 
About the Canadian Accounting Standards Board  
We are an independent body with the legal authority to establish accounting standards for use by all Canadian publicly 
accountable enterprises, private enterprises, not-for-profit organizations and pension plans in the private sector. We are 
comprised of a full-time Chair and volunteer members from a variety of backgrounds, including financial statement users, 
preparers, auditors and academics; a full-time staff complement supports our work.    
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Our standards  
We have adopted IFRS® Standards as issued by the IASB for publicly accountable enterprises. Canadian securities 
legislation permits the use of U.S. GAAP in place of IFRS Standards in certain circumstances. We support a shared goal 
among global standard setters of high-quality accounting standards that result in comparable financial reporting outcomes 
regardless of the GAAP framework applied.  

We developed separate sets of accounting standards for private enterprises, not-for-profit organizations and pension plans. 
Pension plans are required to use the applicable set of standards. Private enterprises and not-for-profit organizations can 
elect to apply either the set of standards developed for them, or IFRS Standards as applied by publicly accountable 
enterprises. 

Our role vis-à-vis IFRS Standards 
Our responsibility to establish Canadian GAAP necessitates an endorsement process for IFRS Standards. We evaluate and 
rely on the integrity of the IASB’s due process as a whole, and monitor its application in practice. In addition, we perform our 
own due process activities for each new or amended IFRS Standard to ensure that the standard is appropriate for 
application in Canada. We reach out to Canadians on the IASB’s proposals to understand and consider their views before 
deciding whether to endorse a final IFRS Standard. A final standard is available for use in Canada only after we have 
endorsed it as Canadian GAAP. 
 

About the IFRS® Discussion Group 
The IFRS Discussion Group (the Group) is an advisory committee of the Canadian Accounting Standards Board (AcSB) that 
provides a regular public forum to discuss issues arising in Canada from the application of IFRS Standards. The Group is 
made aware of such issues through its members, who have an in-depth knowledge of IFRS Standards, and our 
stakeholders, who can submit issues for consideration by the Group. Potential agenda items are assessed against a set of 
criteria including whether the issue is widespread (either within an industry or across various industries) in Canada, and 
whether there is divergent practice or the potential for divergent practice. The Group’s discussion generally acts to raise 
awareness in order to help stakeholders understand the principles and requirements in IFRS Standards. However, at times, 
the Group may make a recommendation to the AcSB to refer a particular issue to the IASB or IFRS Interpretations 
Committee. The AcSB discusses the recommendation and decides on next steps. 
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