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Exposure Draft ED/2012/7 Acquisition of an Interest in a Joint Operation 
 

Dear Sir or Madam, 

We welcome the opportunity to respond to the invitation to comment on Exposure Draft ED/2012/7 
Acquisition of an Interest in a Joint Operation (the ED). 

We note that the IASB has published three exposure drafts within a short space of time: ED 2012/3 

Equity Method: Share of Other Net Asset Changes; ED 2012/6 Sale or Contribution of Assets between an 
Investor and its Associate or Joint Venture; and ED 2012/7 Acquisition of an Interest in a Joint Operation.  As 

we indicated in our response to ED 2012/3 and ED 2012/6 of 27 March, these EDs all deal with issues which 
relate to the accounting for transactions with joint ventures and associates, and we think that they 
raise some important questions about the principles behind consolidation, equity accounting and 
business combinations and the practical issues.  In view of the potential interaction between the 
subjects covered by these proposals we think that it would therefore be advisable to deal with them 
together in a holistic manner.  

Furthermore, we note that in both the ED under consideration and the ED on the Sale or 
Contribution of Assets between an Investor and its Associate or Joint Venture, the interpretation of 
the existence of a business, as defined in IFRS 3 (2008), is crucial to the accounting issue.  In our 
experience, the amendments made to the definition of a business in 2008 have made the 
identification of a business more difficult to perform and have at the same time seemed to have had 
the effect of widening the range of assets that come under the definition of a business.  We are not 
convinced that these changes have improved financial reporting.  In view of our experience, we 
would recommend that the Board await the analysis of the results of its forthcoming Post-
Implementation Review of IFRS 3 before pursuing these proposals. 

In addition, we are not convinced that the acquisition of an interest in a joint operation is the 
equivalent of the obtaining of control in a business combination.  We do not think that either of the 
two relevant definitions of IFRS 3 (i.e. that of a business and that of a business combination) is 
satisfied by such a transaction.  To apply business combination accounting to such a transaction in all 
cases is therefore a significant change and should be not dealt with in a limited scope project.   

While we accept that the Board has identified diversity in practice, the ED gives no details of the 
facts and circumstances behind the different applications identified.  It is therefore conceivable that 
the diversity observed is actually caused by different fact patterns among the transactions to which 
the provisions of the standards have been applied, rather than by divergent interpretations of the 
standards by entities. 
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On a point of drafting, we think that the final amendments should provide more guidance about 
which provisions of IFRS 3 and other standards are relevant.  If this is not done, there will be a risk of 
unintended consequences including that of a further increase in diversity of approach. 

In summary, we would recommend that the IASB conduct a more comprehensive review of all the 
relevant aspects of this matter before proceeding to a final amendment.  This review should entail, 
in our view, analysis of the detail of the transactions giving rise to the diverse practices observed, of 
the different accounting models applied in this area by different industries, and consideration of the 
findings of its forthcoming review of the implementation of IFRS 3. 

We provide responses below to the specific questions asked in the ED. 

Yours faithfully, 
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Responses to the Invitation to Comment 
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