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Why have these amendments been issued?
The amendments address a conflict between the requirements of IAS
28(2011) and IFRS 10. In accordance with IAS 28(2011), the gain or
loss resulting from the sale or contribution of a non-monetary asset to a
joint venture or associate in exchange for an equity interest in that joint
venture or associate is restricted to the extent of the unrelated investors’
interests in the joint venture or associate. In contrast, IFRS 10 requires
full profit or loss recognition on the loss of control of a subsidiary
including a sale or contribution of the subsidiary to a joint venture or
associate.
To address this conflict, the IASB has issued the amendments to IFRS
10 and IAS 28(2011).
What are the changes introduced by the amendments?
The amendments set out that, on a sale or contribution of assets to a
joint venture or associate or on a loss of control when joint control or
significant influence is retained in a transaction involving an associate or
a joint venture, the extent of any gain or loss recognised depends on
whether the assets or subsidiary constitute a business, as defined in
IFRS 3 Business Combinations. When the assets or subsidiary
constitute a business, any gain or loss is recognised in full; when the
assets or subsidiary do not constitute a business, the entity’s share of
the gain or loss is eliminated.
Amendment to IFRS 10 Consolidated Financial Statements
The amendment to IFRS 10 introduces an exception from the general
requirements of full gain or loss recognition on the loss of control over a
subsidiary.
The exception applies to the loss of control over a subsidiary that does
not contain a business, as defined in IFRS 3, if the loss of control is the
result of a transaction involving an associate or a joint venture that is
accounted for using the equity method.
The gain or loss resulting from such transactions is recognised in the
parent’s profit or loss only to the extent of the unrelated investors’
interest in the associate or joint venture that was the counterparty of the
transaction. The same requirements apply to related amounts
previously recognised in other comprehensive income that would be
reclassified to profit or loss on loss of control as a result of such
transactions.
In addition, if the parent retains an investment in the former subsidiary
and the former subsidiary is now an associate or joint venture that is
accounted for using the equity method, the gain or loss resulting from
the remeasurement at fair value of the investment retained should be
recognised in profit or loss only to the extent of the unrelated investors’
interest in the new associate or joint venture.
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Observation
The requirements to restrict the gain or loss to the unrelated investors’
share do not apply to transactions with third parties, even if the parent
retains an investment in the former subsidiary that becomes an
associate or a joint venture accounted for using the equity method.

The accounting requirements for transactions where the former
subsidiary does contain a business remain unchanged, i.e. any gain or
loss from a sale or contribution of a subsidiary containing a business is
recognised in full.

Observation
‘Distinguishing between transactions on this basis places additional
emphasis on the definition of a business. Therefore, for transactions of
the type set out above, entities need to consider carefully whether a
subsidiary contains a business in accordance with IFRS 3.

Amendments to IAS 28(2011) Investments in Associates and Joint
Ventures
The guidance on gains or losses from ‘upstream’ and ‘downstream’
transactions and partial elimination of such gains or losses has been
amended so that it only relates to transactions involving assets that do
not constitute a business, as defined in IFRS 3.
For transactions involving assets that do constitute a business, an entity
is now required to recognise any gain or loss in full. This is in line with
the amendments to IFRS 10 above.
IAS 28(2011) now also specifies that, when determining whether the
assets sold or contributed constitute a business, an entity needs to
consider whether the sale or contribution involves multiple transactions
that should be accounted for as one transaction.

Observation
‘The amendment to IAS 28(2011) also applies to ‘upstream’
transactions. If a joint venture or associate sells assets that meet the
definition of a business in IFRS 3 to its investor, and the investor takes
control of that business, the gain or loss from that transaction is
recognised in full, i.e. the investor’s share in the gain or loss is not
eliminated. As a consequence of the amendment, the accounting in
the investor’s financial statements for upstream transactions involving
a business is now consistent with the guidance in IFRS 3 on business
combinations that result from step acquisitions.
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When do the new requirements apply?
The amendments apply prospectively to transactions occurring in
annual periods beginning on or after 1 January 2016. Early application
is permitted. If an entity applies the amendments earlier, it shall disclose
that fact.

4 IASB publishes amendments to IFRS 10 and IAS 28 (2011) dealing with the sale or contribution of
assets between an investor and its joint venture or associate

Deloitte refers to one or more of Deloitte Touche Tohmatsu Limited, a UK private company
limited by guarantee, and its network of member firms, each of which is a legally separate and
independent entity. Please see www.deloitte.com/about for a detailed description of the legal
structure of Deloitte Touche Tohmatsu Limited and its member firms. Please see
www.deloitte.com/ru/about for a detailed description of the legal structure of Deloitte CIS.
Deloitte provides audit, tax, consulting, and financial advisory services to public and private
clients spanning multiple industries. With a globally connected network of member firms in more
than 150 countries, Deloitte brings world class capabilities and deep local expertise to help
clients succeed wherever they operate. Deloitte has in the region of 200,000 professionals, all
committed to becoming the standard of excellence.
Deloitte's professionals are unified by a collaborative culture that fosters integrity, outstanding
value to markets and clients, commitment to each other, and strength from diversity. They enjoy
an environment of continuous learning, challenging experiences, and enriching career
opportunities. Deloitte's professionals are dedicated to strengthening corporate responsibility,
building public trust, and making a positive impact in their communities.
© 2014 ZAO Deloitte & Touche CIS. All rights reserved.

