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September 12, 2016 

 
International Accounting Standards Board 
30 Cannon Street 
London EC4M6XH 
United Kingdom      
 
 
 
Dear Sir/Madam, 

Re:		Exposure	Draft	–	De inition	of	business	and	accounting	for	previously	held	
interests	–	proposed	amendments	to	IFRS	3	and	IFRS	11		
 
We appreciate the opportunity to respond to Exposure Draft "Definition of business and 
accounting for previously held interests – proposed amendments to IFRS 3 and IFRS 11" 
issued by the International Accounting Standards Board (IASB). The response stated 
below represents the views of the Institute of Certified Public Accountants in Israel.  
 
Question 1 - Proposed amendment 
 
The Board is proposing to amend IFRS 3 to clarify the guidance on the definition of a 
business (see paragraphs B7–B12C and BC5–BC31). Do you agree with these proposed 
amendments to IFRS 3? 
 
In particular, do you agree with the Board’s conclusion that if substantially all the fair 
value of the gross assets acquired (ie the identifiable assets and non-identifiable assets) 
is concentrated in a single identifiable asset or group of similar identifiable assets, then 
the set of activities and assets is not a business (see paragraphs B11A–B11C)? 
 
Why or why not? If not, what alternative would you propose, if any, and why? 
 
Response to question 1:  
 
We concur with the board's conclusion and support the overall approach. However, we 
would like to indicate that further clarification is needed regarding the question of what 
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"substantially all the fair value of the gross assets acquired" means, especially when 
dealing with acquisitions involving real estate, including investment properties. We 
would appreciate it if the board added further clarifications to the tests of "other activities 
included in the acquisition together with the real estate/investment properties" as 
compared to the classification criteria of the asset as an investment property or as a fixed 
asset (PP&E), according to par. 5-15 of IAS 40. 
Furthermore, it would be useful to include an example of a case in which the acquisition 
involves a real estate asset with substantial activities, such as a hotel. 
 
Question 2 - Proposed amendment 
 
The Board and the FASB reached substantially converged tentative conclusions on how 
to clarify and amend the definition of a business. However, the wording of the Board’s 
proposals is not fully aligned with the FASB’s proposals. 
Do you have any comments regarding the differences in the proposals, including any 
differences in practice that could emerge as a result of the different wording? 
 
Response to question 2:  
 
We have no comments regarding the differences in the proposals. 
 
Question 3 - Proposed amendment 
 
To address diversity of practice regarding acquisitions of interests in businesses that are 
joint operations, the Board is proposing to add paragraph 42A to IFRS 3 and amend 
paragraph B33C of IFRS 11 to clarify that: 
(a) on obtaining control, an entity should remeasure previously held interests in the 
assets and liabilities of the joint operation in the manner described in 
paragraph 42 of IFRS 3; and 
(b) on obtaining joint control, an entity should not remeasure previously held 
interests in the assets and liabilities of the joint operation. 
 
Do you agree with these proposed amendments to IFRS 3 and IFRS 11? If not, what 
alternative would you propose, if any, and why? 
 
Response to question 3:  
 
We agree with these proposed amendments. 
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Question 4 - Proposed amendment 
 
The Board is proposing the amendments to IFRS 3 and IFRS 11 to clarify the guidance 
on the definition of a business and the accounting for previously held interests be applied 
prospectively with early application permitted. 
Do you agree with these proposed transition requirements? Why or why not? 
 
 
Response to question 4:  
  
We agree with these proposed transition requirements. 
 

 
 

 
Sincerely yours  

  
  

 
 

 
David Goldberg, CPA (Isr.), M.B.A  Arnon Ratzkovsky , CPA (Isr.) 

Chair of the Professional Council 
and former president of the Institute 

 Chair of the Financial Reporting Standards 
Committee 

 
 
 

 
 
 
 


