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Accounting & Tax Committee
Japan Foreign Trade Council, Inc.

To the International Accounting Standards Board

Comments on “Definition of a Business and Accounting for Previously Held
Interests (Proposed Amendments to IFRS 3 and IFRS 11”

The following are the comments of the Accounting & Tax Committee of the
Japan Foreign Trade Council, Inc. (JFTC) made in response to the solicitation
of comments regarding the International Accounting Standards Board
Exposure Draft “Definition of a Business and Accounting for Previously Held
Interests (Proposed Amendments to IFRS 3 and IFRS 11”. The JFTC is a
trade-industry association with trading companies and trading organizations
as its core members, while the principal function of its Accounting & Tax
Committee is to respond to developments in domestic and international
accounting standards. (Member companies of the Accounting & Tax
Committee of JFTC are listed at the end of this document.)

Question 1

We have no objection to the thinking that, when substantially all of the fair
value of the gross assets acquired are concentrated in a single identifiable
asset or group of similar identifiable assets, the set of activities and assets is

not a business.

However, even when a certain set of acquired activities and asset or group of
assets 1s deemed “not a business” solely on the basis of the evaluation of
“whether an acquired process is substantive” (paragraphs B12-B12C), the

provisions of paragraph B8A would require an entity to first conduct an



“assessment of concentration of fair value” for the acquired asset or group of
assets. This means that, although fair value assessment is not necessarily
required for the acquisition of an asset or a group of assets, the entity would
have to conduct such an assessment pursuant to the standards. We fear that
the above provisions may result in an undue increase in the burden on
preparers of financial statements. With this in mind, we request that
provisions be made to allow omission of an “assessment of concentration of
fair value” when a judgment can be made on whether an acquisition is a
business or alternatively an asset or a group of assets based solely on an

evaluation of “whether an acquired process is substantive.”

With regard to illustrative examples appearing under paragraph IE73 and
thereafter, we request that as many examples and guidance as possible be
provided, especially pertaining to the acquisition of ships, aircraft and other

moveable assets that forms an integral part of a lease agreement.

Question 2

We have no comment.
Question 3

We agree with the proposed amendments to IFRS 3 and IFRS 11 aimed at
addressing diversity of practice regarding acquisitions of interests in

businesses that are joint operations.

However, it should be noted that certain entities differentiate between party
to a joint operation depending on whether or not they have influence. Hence,
the following two cases need to be considered. First, if a party without
influence (e.g., 10 percent interest) transitions to a party with influence (e.g.,
30 percent interest, but not enough interest to gain joint control), is the
entity required to remeasure its previously held interest (10 percent), and is
remeasurement required in the reverse case? Second, if a party with
influence (e.g., 30 percent interest) obtains joint control (e.g., 50 percent
interest), is the entity required to remeasure its previously held interest (30
percent), and is remeasurement required in the reverse case? We request

that these matters be clarified as accounting treatment remains unclear.



Question 4
We agree.
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