
                       Comments on Question1 

Mai Jiaxi (KaC Mak) , School of Business , Sun-Yat-Sen University , Guangzhou , China 

Question 1 

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 IFR 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 paragraph 

B11A-B11C)? 

Why or why not? If not, what alternative would you propose, if any, and why? 

 

Comments: 

I broadly agree with these proposed amendments to IFR3, except for several 

places that I mention below. And in particular, I agree with the Board’s 

conclusion that if substantially all the fair value of the gross assets acquired is 

concentrated in a single identifiable asset or group of similar identifiable assets, 

then the set of activities and assets is not a business. 

Firstly, when speak of the “single identifiable asset”, paragraph B11B-B11C 

lack the situation that identifiable intangible assets and tangible assets, or just 

two or more identifiable intangible assets, are considered a single identifiable 

asset. Since as paragraph B11B puts it, single identifiable asset is “any asset or 

group of assets that would be recognized and measured as a single identifiable 

asset in a business combination”, which do not exclude the possibilities 

mentioned above. So I think the IASB should give more clarifications on this 

definition in case of confusion. 

Secondly, paragraph B12 concludes that “the presence of more than an 

insignificant amount of goodwill may be an indicator that an acquired process is 

substantive and the set of activities and assets is a business”. I suppose that this 

statement will cause unnecessary confusion of how much insignificant amount of 

goodwill can mean that the acquired assets (and activities, if any) automatically 

be considered a business. 

In addition, based on the guidance in paragraph B11A-B11C, both example A 

given in paragraph IE74-IE76 and example H given in paragraph IE95-97, state 

that for the buildings are attached to the land and cannot be removed without 

incurring significant cost, they are considered a single asset. However, in places 

like China, all the land is owned by the state and people can only own the 

land-use right. That is to say, this example doesn’t work universally. So I 



recommend the IASB to revise the example or add explanations for the scope of 

application aimed at this problem. 

In general, the Board has done a great job of further clarifying the definition 

of business according to the acquisition in the real commercial world and 

providing a logical framework to guide people. And it is also to add some 

examples to help the comprehension over the definition of the business. 

 


