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Background
On 13 December 2012 the International Accounting Standards Board (IASB) published Exposure Draft
ED/2012/6 Sale or Contribution of Assets between an Investor and its Associate or Joint Venture which
sets out proposed amendments to IFRS 10 Consolidated Financial Statements and IAS 28 Investments in
Associates and Joint Ventures (2011).
The proposed amendments aim to resolve the conflict between IAS 27 Consolidated and Separate
Financial Statements and SIC-13 Jointly Controlled Entities — Non-Monetary Contributions by Venturers in
relation to the accounting by an investor for the loss of control/joint control in an investee, as currently:
–– IAS 27 requires a full gain or loss to be recognised on the loss of control of a subsidiary
–– SIC-13 requires a partial gain or loss to be recognised in transactions between an investor and its
associate or joint venture.
The conflict was identified as a result of a request to the IFRS Interpretations Committee to clarify the
meaning of ‘non-monetary asset’ used in SIC-13.
The exposure draft has been developed with a focus on the conceptual basis that was considered when
the requirements of IFRS 3 Business Combinations were developed, which is that the triggering of
remeasurement and recognition of gains and losses occurs only on the occurrence of significant economic
events, such as a parent gaining or losing control over another entity.
However, the requirements of IFRS 3 apply only where the transactions involve a ‘business’ as defined by
that standard. Consequently, the proposals in the amendment make a distinction between transactions
between investors and associates in which the assets being contributed or sold constitute a business, and
those in which the assets do not constitute a business.
The effective date for the amendments, if finalised, is to be confirmed. The amendments would be
required to be applied prospectively.
The IASB has requested comments on the Exposure Draft by 23 April 2013.
Proposed amendments
The proposed amendments are being made to the two standards that will supersede the current guidance
in IAS 27 and SIC-13 from 1 January 2013, being IFRS 10 and IAS 28 (2011).
The exposure draft proposes amendments to both IFRS 10 and IAS 28 (2011) that would clarify:
–– That a full gain is recognised only when the a transaction that relates to the sale or contributions of
assets that meets the definition of a business per IFRS 3
–– That the existing requirements for the recognition of a partial gain are retained where the transaction
relates to the sale or contribution of assets that do not meet the definition of a business as defined in
IFRS 3.
The proposed amendment also explicitly incorporates into IAS 28 (2011) the guidance in respect to ‘linked
transactions’ in IFRS 10, which requires an entity to consider whether the sale or contribution of assets
sold in two or more arrangements meets the definition of a business and therefore whether the separate
arrangements should be accounted for as a single transaction.
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May be significant.
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