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The IFRS: assessments required

JOINT CONTROL

No

Do all the parties, or a group of the
parties, have joint control over the
arrangement?

Yes

TYPE OF
JOINT ARRANGEMENT

Analysis of the parties’ rights
and obligations arising from the arrangement
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Outside the
scope of IFRS 11

Joint Operation

Joint Venture




Assessing joint control

Does the contractual arrangement No Outside the
give all the parties, or a group of the > scope of
parties, control over the arrangement IFRS 11

collectively?
l Yes
Do the decisions about the No _
relevant activities require the Outside the
unanimous consent of all the g scope of
parties, or a group of the parties, to IFRS 11

the arrangement?

l Yes

The arrangement is jointly controlled: the
arrangement is a joint arrangement
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The IFRS: the core principle

Reflect the rights and Increase comparability by
obligations of parties to a removing the choice for
joint arrangement jointly controlled entities

A party to a joint arrangement shall recognise
its rights and obligations
arising from the arrangement.
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Types of joint arrangement

Joint Ventures: Joint control

Jointly controlled @ Jointly controlled Jointly controlled
operations assets entities

i
—i
&) Joint operations Joint ventures
LL

Joint Arrangements: Joint control
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Assessing the classification

« Based on the rights and obligations arising from the arrangement

Joint arrangements
NE st el th_rough a Structured through a separate vehicle
separate vehicle

"’ NS

An entity shall consider whether the legal form of the separate vehicle, the terms of
The parties have: the contractual arrangement and, when relevant, other facts and circumstances
give them:

rights to the assets and obligations for the
liabilities of the arrangement

" "
" ~"

Accounting for an investment in the arrangement in

rights to the net assets of the arrangement

Accounting for assets, liabilities and corresponding

revenues and expenses accordance with the equity method
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Assessing the classification

(structured through a separate vehicle)

Legal form of the
separate vehicle

Does the legal form of the separate vehicle give the
parties rights to the assets and obligations for the
liabilities relating to the arrangement?

Contractual
arrangement

Other facts and
circumstances

v No

Do the terms of the contractual arrangement explicitly
give the parties rights to the assets and obligations for
the liabilities relating to the arrangement?

Yes

v

No

y

Have the parties designed the arrangement so that
its trade is substantially only with its parties (ie the
parties have rights to substantially all the economic
benefits of the assets placed in the separate vehicle)

and so that the arrangement depends on the parties on
a continuous basis for settling the liabilities relating to
the activity conducted through the arrangement?

Yes

A 4

No

Joint Venture
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Yes

A 4

Joint
Operation




Assessing the classification

(structured through a separate vehicle)

« Based on the rights and obligations arising from the arrangement

Legal form of the

separate vehicle

Contractual terms

Other facts and
circumstances

The legal form assists in the initial assessment of the parties’ rights
to the assets and obligations for the liabilities placed in the separate
vehicle.

~’

In many cases, the rights and obligations agreed to by the parties in
their contractual arrangements will be consistent with, or not conflict
with, the rights and obligations conferred upon the
parties by the legal form of the separate vehicle.

However, the contractual arrangement might reverse
the rights and obligations derived from the legal form
of the separate vehicle.

s’

When the terms included in the contractual arrangement do not
explicitly give the parties rights to the assets and obligations for the
liabilities, other facts and circumstances shall be considered as they

can have an effect on the parties’ rights and obligations.
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Examples of contractual terms and classification

“The Project assets shall be held by the parties in proportion to their
respective shares. [...] The parties shall be responsible in proportion
to their respective shares for all financial obligations related to the
performance of the works, sharing any risks arising from them”

\

“Parties shall share all rights, title, interests, liabilities, obligations, risks,
costs and expenses, and all net profits or net losses arising out
of the XX Contract, in proportion to their shares ”

“The parties shall have no liability in respect of the debts, liabilities or
obligations of the arrangement, except if the arrangement is

unable to pay any of its debts or liabilities,

then the liability of each party to any third party will be limited to the
unpaid amount (if any) of its capital contribution”

~
~

“The arrangement shall be liable to the extent of its own assets
against all its debts and obligations. Each party shall be liable to
the arrangement only to the extent that such liabilities will not
exceed its investment in the arrangement”
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Accounting
for assets,
liabilities,
revenues
and
expenses

Joint Operation

Accounting
for an
investment

l

Joint Venture




Other facts and circumstances

 Facts and circumstances that indicate that the arrangement is a joint
operation:

(a) Restrictions imposed by the parties to the joint arrangement on the
activities carried out by the arrangement.

(b) Commitments agreed to by the parties indicate that the parties have
rights to substantially all of the economic benefits of the assets of the
arrangement.

(c) The liabilities of the arrangement would be, in substance, satisfied by
cash flows arising from the parties.
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Questions or comments?

Expressions of individual views
by members of the IASB and

Its staff are encouraged.

The views expressed in this
presentation are those of the
presenter. Official positions of
the IASB on accounting matters
are determined only after
extensive due process

and deliberation.
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