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Dear Mr Hoogervorst 

Exposure Draft ED 2012/6 – Sale or Contribution of Assets between an Investor and its Associate 

or Joint Venture 

Deloitte Touche Tohmatsu Limited is pleased to respond to the International Accounting Standards 
Board’s (the IASB’s) Exposure Draft Sale or Contribution of Assets between an Investor and its Associate 
or Joint Venture (‘the exposure draft’). 

We welcome the IASB’s initiative to address the conflict between the requirements of IAS 27(2008) and 
SIC-13 that has been incorporated into IFRS 10 and IAS 28(2011) and agree that whether the subsidiary 
or assets sold or contributed constitute a business is a reasonable basis for distinguishing between a 
‘downstream’ transaction that should be subject to the requirements of IAS 28(2011) and a disposal that 
should be subject to the requirements of IFRS 10. However, we note that distinguishing between 
transactions on this basis (as would also be the case under the proposals of Exposure Draft ED 2012/7 
Acquisition of an Interest in a Joint Operation) places additional emphasis on the definition of a business. 
As such, we support the work of the IFRS Interpretations Committee to produce additional guidance on 
the application of this concept as part of the IASB’s post-implementation review of IFRS 3. 

We recognise that the exposure draft proposes a pragmatic solution to the conflict and recommend that a 
fuller consideration of the conceptual basis for accounting for sales and contributions of assets between 
an investor and its associate or joint venture be incorporated into the fundamental assessment of the 
equity method of accounting planned as part of the IASB’s Technical Work Programme. 

Our detailed responses to the questions in the invitation to comment are included in the Appendix to this 
letter. 
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If you have any questions concerning our comments, please contact Veronica Poole in London at +44 20 
7007 0884. 

Yours sincerely 

 
Veronica Poole 
Global IFRS Leader 
Technical 
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Appendix  

Question 1: Proposed amendment to IFRS 10 

We agree with the proposal to restrict the recognition of the gain or loss on sale or contribution of a 
subsidiary that does not constitute a business to an associate or joint venture as we believe that there is a 
difference between a normal ‘downstream’ transaction between an investor and its associate or joint 
venture and the significant economic event (as described in the Basis for Conclusions of IFRS 10) of loss 
of control of a business.  

We believe that whether the subsidiary sold or contributed constitutes a business is a reasonable basis 
for distinguishing between the two and provides an appropriate  means of dealing with the current conflict 
between IFRS 10 and IAS 28(2011) pending the fundamental assessment of the equity method of 
accounting planned as part of the IASB’s Technical Work Programme (as part of which the conceptual 
concerns noted in paragraph BC7 of the Basis for Conclusions of the exposure draft can be considered 
more fully). However, we note that distinguishing between transactions on this basis places more 
emphasis on the definition of a business. We therefore support the work of the IFRS Interpretations 
Committee to develop additional guidance on the application of this concept as part of the IASB’s post-
implementation review of IFRS 3 as this will assist in consistent application of the exposure draft’s 
proposals. 

As points of detail:  

• we note that the addition of paragraph B99A to IFRS 10 would introduce an exception to the 
general requirements for measuring the gain or loss on the loss of control of a subsidiary as 
described in paragraph 25 of the Standard. We recommend that this exception be noted in the 
main body of the Standard rather than being referred to only in its application guidance; 

• we suggest that proposed paragraph B99A be amended to explain how the requirement for partial 
gain or loss recognition is applied to: 
o gains or losses previously recognised in other comprehensive income that would be 

reclassified to profit or loss on the disposal of the related assets or liabilities; and  
o any part of a subsidiary that does not constitute a business in which the parent retains a 

direct interest;  
• we recommend that it be made clear whether the amendments apply to deemed disposals (i.e., 

transactions in which control is lost through issuance of shares by the subsidiary to an associate or 
joint venture) and to the parent’s separate financial statements; and 

• we note that the proposals do not specify whether the gain or loss on sale or contribution of a 
business is calculated using the fair value of the contribution from the other investor(s) or the fair 
value of the resulting associate or joint venture (which may be higher as a result of synergies). 

Question 2: Proposed amendment to IAS 28(2011) 

For the reasons described in our response to Question 1, we agree with the proposal to amend IAS 
28(2011) to require full recognition of the gain or loss for sales or contributions of assets that constitute a 
business and partial gain or loss recognition for sales or contributions of assets that do not. We also 
believe that it is important to have consistent requirements for transactions involving assets that are, or 
are not, held within a separate legal entity. 
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Question 3: Transition requirements 

We agree that the amendments should be applied prospectively because, as stated in the exposure draft, 
the benefits of comparative information would not exceed the cost of providing it. In particular, 
retrospectively adjusting the carrying amounts of associates and joint ventures for transactions that 
occurred several years ago could be a difficult exercise. However, we believe that this logic applies 
equally to first-time adopters and, therefore, that a consequential amendment should be made to IFRS 1 
to provide relief from retrospective adjustment for transactions before the date of transition to IFRSs. 


