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Dear Mr Upton 

Tentative agenda decision – IFRS 3 Business Combinations - identification of the acquirer in 

accordance with IFRS 3 and the parent in accordance  with IFRS 10 Consolidated Financial 

Statements in a stapling arrangement 

Deloitte Touche Tohmatsu Limited is pleased to respond to the IFRS Interpretation Committee’s 
publication in the January 2014 IFRIC Update of the tentative agenda decision not to take onto the 
Committee’s agenda a request for clarification of the interaction of the requirements in IFRS 3 for 
identifying an acquirer with the requirements in IFRS 10 for deciding whether control exists. Specifically 
whether an acquirer identified for the purpose of IFRS 3 (2008) is a parent for the purpose of IFRS 10 in 
circumstances in which a business combination is achieved by contract alone.   

Whilst we concur with the Interpretations Committee’s observation that there is currently little diversity in 
practice for the accounting for business combinations achieved by contract alone, we do not believe that 
the Interpretations Committee has adequately addressed the issue raised by the submitter. Given that 
IFRS 10 defines a parent as an entity that controls one or more entities whereas IFRS 3 specifically 
contemplates business combinations such as ‘true mergers’ or ‘mergers of equals’ in which neither party 
obtains control of the other, we agree with the submitter that the interaction between IFRS 3 and IFRS 10 
for business combinations in which a control relationship may not exist merits further consideration. 

In addition, we do not believe that the basis within the tentative agenda decision adequately supports the 
conclusion that diversity is unlikely to emerge in practice based the Committee’s analysis of the 
requirements and guidance in IFRS 3 (2008) and IFRS 10. The Committee’s conclusion appears to be 
based to a large extent on an IASB Update issued in 2004 in respect of the predecessors to those 
standards.  Although the definition of the term ‘acquirer’ is consistent between IFRS 3 (2004) and IFRS 3 
(2008), the definitions of ‘business combination’ and of ‘control’ have changed. 

It is also unclear how the statement in the tentative agenda decision that “the combining entity in the 
stapling arrangement that is identified as the acquirer for the purpose of IFRS 3 (as revised in 2008) 
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should prepare consolidated financial statements of the combined entity in accordance with IFRS 10” 
should be applied in the context of the reassessment requirements of IFRS 10. Taking this statement in 
isolation, it would appear that a reassessment would not occur even when a subsequent change in facts 
and circumstances results in a change in the relationship between a ‘parent’ and a ‘subsidiary’. This 
would, however, be contrary to the requirements of IFRS 10. 

We therefore recommend that the Interpretations Committee refer this issue to the IASB seeking 
affirmation that its 2004 observation related to the interaction between IFRS 3(2004) and IAS 27 
continues to apply under IFRS 3(2008) and IFRS 10 and that an ‘acquirer’ of another entity identified in 
accordance with IFRS 3(2008) is deemed to be a ‘parent’ for the purposes of IFRS 10 and that the 
acquirer should prepare consolidated financial statements regardless of the fact that a control relationship 
as defined by IFRS 10 does not exist.  Should the IASB affirm its 2004 observation, we recommend that, 
following consideration of how such a requirement would interact with the continuous assessment of 
control model, it be incorporated into IFRS 10 through an amendment to state that an acquirer identified 
in accordance with IFRS 3 is to be deemed a parent under IFRS 10 notwithstanding that a control 
relationship as defined by IFRS10 does not exist.  

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 


