JFTC

ERR SRR RS (TASB) 1%, IFRS TiE, R U7 AV —7HNoOSMToOREREOBEL
ZEY BB OHEIZONWTITED BN TWARNI EnD, FEORKE 28T 5L &
2. ZNHEE|OWE T 2BYNE & ik rl e &2 S8BT 5 72 O O TR LRI R 5
EROFEEA 2020 4 11 A 30 HIlcAR L,

REZEBRIE, IFRS OFEBOLHENMEZ (LT 2RI Bim 1L <. 3 EHE K OV

DWNOHRLERD Z EICRIET S EOERZR LoD, EHEAMOBRI, X OURH]
XEMME AT 2 6 ODOEROFAEOBLED D ESGEEOHTGFEE LTHEWGIT S
FOERAZLVE LD, 20214 8 H 31 A, IASBIZH#H L7,

B¢ 4355
2021 -8 A 31 H

FER Rt eSS T
—RAEFIEAN BAE SR
PHEE S

IASB 7 4 A1 v ray « RX—s3— [HL@EXE TFOAELES] (IxHT 2B REZEHOH

AT, E@%ﬁﬁ@%%%mwm@?4Xﬁyvay-&—N~F%ﬁi%?@ﬁ%
FEO T 5 —BAENEA B ARG 2R ER S LT 8] L59,) OoaXs b
ThHD, MEAEMHEANBARES 2T, AAOE SRR OB G HEEZRLETHEGER
A TH Y, BEERIT, AMSFHEER CEBESFEEA~OXS 2 ERIFHNEDO—D
LLTW5, CREICHZEROBIMSH 2 FLHL)

B Yy bofH
110 A5 1.23 HHiE, Tl T OFEREDT X TOBIE (KT 4 AWy ra s « _—
— T, KA T ORERS LRHT5) LoV TOBIREARICL 252 O RE
ERBETRETH D LV UFEHDSO PRI RMIIOWTHER L T\ D, T2 & BN
RONTNNTHLILETH, TRTOBIRZHE S & LTWn5D,
(@) SEIAMBEDD DBUENH D h . ITEEEED | SUIEHONTE (T bbb,
T N—T WD EEE)V~DGEHNE TITHiL b,
(b) FEEREOINTE~OFAMERAIC L GE2 O ELRMEE LT,
BT T N EREOFPAIZ OV T O Y FHEES O P A RE T 50 BRI

—RAEEA BEREBSR
Japan Foreign Trade Council, Inc.



JFTC

SFOBBIITD, RKAOGEE, ED XD MG &2 MFRD P+ 5 2 L2 RET
D Flo. FOEEIEMD,

B OMBEE W O AifE & L CUINT IR W T, PR ALY 3545 P £,
Ba e A M OB R CHIC X D MEITITRE L 5 220 2 LTl TV D23,
ZH BT, B B AEOIELEMEEICL D B f~OFREOMAIC LR E 5 2
RN E WML T RETH D,

USSR mm@%%@%%ﬁ%ﬁ—m#éﬁﬁ ICRGR7e <, (@), O)D X HIT, EYFH P
FRIZ X B KES T—Hf7e b ) X, BT IFRS %5 3 5 Bl HOIE AL F OEREAIC
BT 25BIZAEBE LN DD, ZOXIRTF—AbART 0y FOHFPIZE O, w#H
BN OB WO A X 5 Z L IZFET 2,

B 2 JESIEDBEIR

215 D 234 TE, RO K 5 2 YFHES O TMBI ROV Tilgim L TV 2,

() BURELEMED, WIhh— 2T X TOIEIE TORERAITHEAT 5 X9
2T _NE TR, ZHUCFEET 270 BRI OBHIIT A, Fod DG, E0
TEETRTOZE ) LILHERICHEATRETEEE X 50, £z, Z OB,

(b) JRAIE LT, @A T OREFE DB REDOI BRI EL 52 555
Wi, BfEEEATRETH D, 72770, 235 NG 247 HCi#Em L TV DH A
b EMEED b L— RA T ROMMOEE EOBEORNG L7025, (B 32K,
ZHUCRET D0, B XIIK OBEBIEM D, KA OHE, BIEFHFOEZ T, £
@io&%é_ﬁ%%%pmﬁmém\it\%mﬁmim#

(c) fEMMEIL, DT TOIHEIE T OMEEFBEN00%FTH A OT R COMEEE
INCHEATRETH D,
ZAUCRIE T D03, BASUIR OB BRI D, KAOGE, BIEHFOZ 2 TIE, &£
D& BRGEITEMMELEA T & £, TOBHIEM,

(a) (b) — BBk

Bz B OB IEABTHREIN TN S i EMEE A L, SRR AR

B CHE STV AGEIZ O EHE & w4~ & &%Ké

2 EOIERIEIZ I T SRR TN 69 DIRER T Me . it Sk i B e 3 BUE

éﬂf“é EEEBET DL, XM EDOLE AT ORI D il =— X2

IR EZN TOHREMICZ LB DL ER D, (BIEBRERN & 725 T, FEB O — DO

ﬁ w@# PEom xR E LoD, BF EOa X MNEEBE LG, Sl T oaE
TICHEMEZEH TS LBRD,

7212 L, RBREZEIC BV TII SR OISR ENFLET D 2 LB RE S PBERAT S

2

—RAEEA BEREBSR
Japan Foreign Trade Council, Inc.



JFTC

——

KREZNTNDPIIROHEMICESEHEREAFT L LORNBESLZES 5 L, AR
(2R D IESEL T DRSOV T, BUREICES CERORHOMER = 2 b L
B5HDEEZD,

(©) N/A

B 3 JIE HIEDER
235 D 2,47 T, BEAEAEEOIEEMKTITHEL 5 2 2 WL T OEEEEIC
DNTOIANEFRED N L— RA7 KOO EE EOBEFHZ#Him L T\ D,

(a) HFHDOTHAM I, BEESEOKRXNARTYS CREI S TWAHAIC
X, BUSEZERTNETH D, ZHUCHEET D0 BRCUIR R OFRITT),

(b) MFEHEDO TN AM T, BIREEEOKRANIEAMCHRE STV D54,

() BN, BMEOEREZIRET 2 B2 M ELBITEL TNT, Y%
KREICR S e o 2B EI2iE, SMEAEHT2 2 L 2RO L& Th H (T
&@%R%ﬁ%@%;®ﬁﬁuﬁaﬁéﬂoﬁﬁﬂiﬁﬁ@ﬁmiﬁﬂo:@ﬁ%

FEBICBWTHEHARRE 2D LB D0, €I TRWES, RIEHEDE X TIX, 2
obtﬁﬁﬂiﬁfgﬁT%kﬁéiﬁv\Emio_aﬁﬁm%ﬂ
(i) Bz DI IR E D2 B NBIR X OB Y FE Th 555121, i
BaHHT 52 & 2ERTRETH D EHFEICKRTT 5 BIE Y F35 OFI4),

Z ORBRICFEE T D0y BRI OBLH A7,

(c) IERAYZREBRCER 3(b)(1) SUERE Y & OB ER 3(0)([) Ikt ThH 256, [
BEHEOBZZTIE, FFARRAOREICIELZEAT 2 2 Lo & iz @i+
HZEDaRANE, EOXININT U AIHEDLED,

(a) N/A

(b)(Q) FE L,

TR TOI B EIHERE IS Z &1, 2 X M3MERE BRSO EE XD,

FHINTIT, ABREFEIFE T WSS L —EREOEFM DTS 256 BT L

HIREFOIELFERE EO LB ~OX G0, W ITSFHUE O E IR B gk 5

— AR EBHATOHPATH DI 03000 67 ROV T OB Y 5ZIEEKR FICHE

CHELELIEL L L0 BIRESEBHIORERAHELBRND LD EERX D, -,

IS DEBHZRFNGICONT, REMICBWTERNELLZ YR RNHLZ bbb, B

M2 ~DREZEDOLBY EABRREDOEEICOWTIEMELZRK -MICEHAT 5 2 & 24

£ 5,

(b)(ii) N/A

(c) N/A

—RAEEA BEREBSR
Japan Foreign Trade Council, Inc.



JFTC

B 4 E T IEOZER

2.48 WD 2.54 L, BUSEOBIRE e bR & BUSIEIZ &3 2 B 55 O filsh 5 A

B SN TV A REICHLHEHTRETHDL LT5, —HOREFERREND DREE %

ML TWD, LarL, YEHRS O TR CIL. AEE| ST 5 BRI I

BAREEZEHAT_RETHHE LTS,

(a) BUHEDERM 20k % ABEG | SN TV D BEREEEICH AR & & Tldk
WZ EIZRET 20 BROUIR A OB, Kt D86 [BIEHE OE 2 Tk
T LT RENEBCEMAREE RS L HIIC, EOXIITEHFHT XD,

(b) BUFEITRT 2 B Y Fg O fIMNT, AFES | S TV 2B R¥EICHEH T R& T
3RV EIZRET 200 BRCUISCR O BRI,

N/A

B 5 BASE D H

301 TED 320 THIE, BfE 2 m i F oA ICEA T2 HikaiEim LT 5,

(a) MR O TR A ClE, BUSEZ Ll 3N T O EEGICEHE T BRI, Bttt
WEPEARDD DL AT, BIE KR OFEHRT 5 &9 BERAZBHFE TR & TIERVY,
CZAUCRET D00 BRI OB X0, R DSE . EARN G D4 EL O
EONAEIZOWT ED LS 7 T a—F BT 50, iz, TOEBIIMD, FF

VB C TERLTVWD 2007 T —FOWNWTHNERETLON, Tl b
%IJO)T%%“%)%%S@#

(b) MR O TR AR Tl BUSEZ Ll 30 N OEEEGICE A T BRI, Bttt
D, FRBIATRE /e U U 72 & P e OVAE O EAMAE 23 Sl 4 1[5 2 Bl Ea % |
MR EEICBIT 2B ARLTIE R, BRA~OWH & L TRETLENIHE
RERAFETRETHD, ZHICHEET D0, BASUIKA QBB H, KDY
G EOXHI T T —FERET DL, Fio, TOBRMRIIMD,

(c) HUS¥E % i STBL T DARZERS B 3 2 TiEIC DV T, @%%ﬁ% (xS LoD
R OELRFIEZ YHFHES VBB T2 2 L 2RET D0, TOHE, EO L) ERK
%@%%%ﬁ&%@\ik\%@;éﬁgﬁ$@%wgk#éﬁmimﬂo

(a) N/A

(b) FIE L7,
EEPTRF A EMEICESZATHT 5 L WV O BLAN BT, iﬁ%%%ﬁ#i%%zm@%@
BHR L 702 K9 et E a5 2 2 L IIAE LEES | B FORGThH->TH, HE O
zﬁﬁﬁ%&ﬁﬁmﬁﬁﬂiéhé%mk%iéc
L7z » T, B U7 & PESE O AN TEAME AN SCEA Rl 22 1[5] 2 2801E, EAROHE TIEZzR <,

4

—RAEEA BEREBSR
Japan Foreign Trade Council, Inc.



JFTC

——

FILZEAR BT 2D EEZLTEY , HEATREIEOBLA S 6, IFRS 5 3 S OED &
[FIRRICEIZIE NS OB ZR T R&E B R D,

(©) N/A

B 6 o

4.10 TE) D 4.19 TEIE, fEflivE 2 il i T oA ICE AT 25, Btz
T B o 7o ERE N VA A B SR EDOREMETHET RETHDH LV ) YFHSD
TR R #im LT\ 5,

YEHED O O MRS 2 0, BROUIOFH I h, KetDGE, ED kD
T T —FERETH), £, FOEBIEMD,

N/A

BT o A

4.20 NG 4.43 BIX, RO K 9 R MFHmE O PRI R Z#m L T D,

(a) 5oL, ik EE TOREEAICHEMAT 288, Bislfodd3En Btk
KT ToxtHliz ED X S ITRET RENEED H XX TIERW,

(b) fEffiEZ AT DB, B ATl 2 kO X O IClliEdT & TH D,
)& T 3L - 7ot il — 5 & B IZ 3BT D2 BaSe 3 00 Y34 & PE OIRTEAH%E C
(D) A ORAEILT 31 T - =%l —IFRS 2544 A L TS B IR\ TG4
BIE D Y PRI IR E L7 FE T

YRS O T RARIZEE T 2 23 BRCUIRE OBRERIIM D), Koo, ED XD

T T —FEERET A0, £, TOEBII),

N/A

B 8 i

4.44 DD 4.50 HIE, RO L 9 45 EmE O T R ZEm L T\ D,

(a) fEEAME 2 S50 SCRE T OB 3ERE BICE T 2 BRIC, Bisfe i, Sl & 517 i
S T2 G PE N OCRUE OIREMA & OZAH A EAROP TRFTRETH D,

(b) ML, BIEREN Y EHEZBEARAD EONRHEB LR T TRENEED D
NI TR,

WD O T AR T 2 2y, BROUISOBLH I hy, KetogE, ED XD

T Ta—FERETH, £, TOERBEILMD,

—RAEEA BEREBSR
Japan Foreign Trade Council, Inc.



JFTC

N/A

B9 koA

4.51 DD 4.56 HIE, #lvE %2 i@ T OREMAICHEAT 588, BiseeZE,
Wola A b ZFAE LSO TEMAE L TR Ths (L, B UTAE
PEAREREShOFEAT 2 A ML, S5 IFRS ZEHEICHE > TRFHLEE T RE TH D) &
) MEHRD O TIRII MR A iRim LT\ D,

YFHED O O AMRE T 2 0, BROUI OFH I h, KetDGE, ED kD
T T —FERETH), £, FOEBIIMD,

N/A

B 10 Ak owEH

4.57 DD 4.65 HHIL, ElivE A L@ FORERAICEHT 288, Bisee¥iT,
FEARIERZ B EHR RIS, B ReEoBE, A, ISR OB EFBEAND
FFRIZF s> THALOMBEERICED HRETHD &0 ) BEHRS O TR IR #Eim
LTWa,

BEHRDO TN RMRIZFET 20 BRSUISI OB IZM D, KtDGa, En k)
T Ta—FERETH, £, TOEEIIMD,

N/A

BRI 11 BHREDR

55D 512 HI, BUSEDEH S5 Il Sl T OREFHEITONTORD K972

T D T R Z 3w L T D,

(a) BURSEAREEN, IFRS 5 3 75 [ ¥ERE G ) OBIRER(T A A B v g v == Ty
EREE—PATR. OIAKONEIR] B4 U 5 Y ERFHOLEL BT LT 5
L RERTRETH D,

(b) HFHEDIL. IO OREICET 2 HMERC. FE ORI T 5 FH) 2RI 2
Bz, F 0 OBIRERE 1AS24 B (B HEEIZHOWTORR) I2BIT 5 BRE
RKE L BICHEAT 5 HIEIC OV T OB AR AR R X Th B,

YRS O TN AR TR T 5 05 BRSO OFRBIIM D, JFOHE, ED XD

T Ta—FERETH, Fio. TOEEIIMD,

(a)

Wik z @A 256 OI@E AL T ORZERSIE, IFRS 5§ 3 S5 &I 5 EEHEITH

—RAEEA BEREBSR
Japan Foreign Trade Council, Inc.



JFTC

LU, SbiT, BESEMZE B HEOMBHEERNAE O BEEL TnD Es55H) Z&
Mo, BRSNS, BATO IFRS 5 3 5 OBRERIZHER T & JUCHOWTIFRET 5.,
LML, T4 ATy vay s N="— E¥EEE-—BIR. ONAKORIR] (28T 2R
FORICHERLS 2 Z LIZOWTERE L7V, HEXEHRIT, R TRIF 22 ff iR fi i
AT D AREMEICERT 2 U A7 G IUERTOFR Y A7 ) & 2 A M IRHIEE i, BRAR AT
M OYMr, BEAXHNE) 2T O, EREOFELWABE L 25 Z LGS, RICERE
HELTH, HFMBHRE L TREBINDOINEHDLERD,

(b) N/A

B 12 BHRELR

5.13 A B 5.28 TIX, LA S D Il S F ORFEEEITONTORD L

TR MRS D TR R 2 i#im L T\ 5,

(@) IFRS % 3% ME¥fEG] ORISR (Fa ATy gy« X—=_— [HEREe—
BAR, OIVAKONBHE | 7O A U D YEERFHOLEL GT) O— (Larle
IR ITEYTHD BATHEHER519HETEH L TND),

(b) BEHDIECAEROBRAETRTRE TIEAR,

() BELAEZIKROZ EEZIRTRETHS,

@ SHLRHG & 52T Lo 72 1 K OVEE OIRFEHIMEE & O ZEFHIZ DV TE AR L7z
SR
() Z OZEFENE N TV DL EROWNRER
WD O T AR T 20 BRCOUISII OB h, KOG, ok
VRT T u—FEEET L, i, ZTOHEBIIMH,

N/A

Uk

— AN A AE S S
T100-0013

HRH T RERENE=THE2& 1%
BB T 7 — MEAE 20 B

BHERXZAS
CBC kAt
WERERR A AL

—RAEEA BEREBSR
Japan Foreign Trade Council, Inc.



B Fn B RR U 4
ARSI ANINA T 7
MASHARF N L—T 4 7
Tk e kst
(PAT:E IRV %y S e o
A EER A A
JFE Pkt
FARA
BRIk
AL
—EREE RSt
= rER St
RepEE R A

A S pEpk st
PR B Rt
R A S

WA Rt

A pEFR A

B H RS

S NVEUNHE 2 ST

—RAEEA BEREBSR
Japan Foreign Trade Council, Inc.



JFTC

Document No.43
August 31, 2021
To the International Accounting Standards Board
Accounting & Tax Committee

Japan Foreign Trade Council, Inc.
Comments on the Discussion Paper “Business Combinations under Common Control”

The following are the comments from the Accounting & Tax Committee of Japan Foreign
Trade Council (JFTC) regarding the International Accounting Standards Board(IASB)’s
Discussion Paper “Business Combinations under Common Control”. JFTC is a trade-
industry association with Japanese trading companies and trading organizations as its
core members, while the principal function of its Accounting & Tax Committee is to
respond to developments in Japanese and international accounting standards. (Member

companies of JFTC Accounting & Tax Committee are listed at the end of this document.)

—RAEEA BEREBSR
Japan Foreign Trade Council, Inc.



JFTC

-

Question 1 Project Scope

Paragraphs 1.10-1.23 discuss the Board’s preliminary view that it should develop
proposals that cover reporting by the receiving company for all transfers of a
business under common control (in the Discussion Paper, collectively called business
combinations under common control) even if the transfer:

(a) is preceded by an acquisition from an external party or followed by a sale of one
or more of the combining companies to an external party (that is, a party outside the
group); or

(b) is conditional on a sale of the combining companies to an external party, such as

in an initial public offering.

Do you agree with the Board’s preliminary view on the scope of the proposals it

should develop? Why or why not? If you disagree, what transactions do you suggest

that the Board consider and why?

As a precondition of developing proposals covering the receiving company’s financial
statements, IN7 notes that the preliminary views would not affect reporting by the
controlling party, the transferring company, or the transferred company (companies P, A,
and C in Diagram IN.1). In addition to this, it should also be explicitly stated that the
preliminary views would also not affect the application of the equity method to the
receiving company (company B in Diagram IN.1) by the non-controlling shareholders of

the receiving company.

Further, we have no argument with the Board’s effort to reduce diversity in practice and,
while “transitory” control by the controlling party (company P) is not consistent with the
current IFRS 3 Appendix Bl statement on a business combination of entities or
businesses under common control, we agree with the Board to include this kind of case
in the scope of this project and to clarify the applicable requirements as well as the

accounting treatment thereof.

Question 2 Selecting the measurement method

Paragraphs 2.15-2.34 discuss the Board’s preliminary views that:

(a) neither the acquisition method nor a book-value method should be applied to all
business combinations under common control.

Do you agree? Why or why not? If you disagree, which method do you think should
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be applied to all such combinations and why?

(b) in principle, the acquisition method should be applied if the business combination
under common control affects non-controlling shareholders of the receiving company,
subject to the cost—benefit trade-off and other practical considerations discussed in
paragraphs 2.35-2.47 (see Question 3).

Do you agree? Why or why not? If you disagree, in your view, when should the
acquisition method be applied and why?

(c) a book-value method should be applied to all other business combinations under
common control, including all combinations between wholly-owned companies.

Do you agree? Why or why not? If you disagree, in your view, when should a book-

value method be applied and why?

(a) (b) We partially disagree.

A book-value method should be applied if the shares of the receiving company (company
B) are privately held, with the acquisition method applied only if the shares are publicly
traded.

As the right of non-controlling shareholders to inspect the books and to view board
minutes is generally ensured under each country’s national legislation, there would seem
little need to focus excessively on information needs of non-controlling shareholders in
relation to business combinations under common control. Given the limited benefit of
applying the acquisition method, in order to eliminate diversity in practice and improve
comparability while taking into account the cost of practice, we basically think that a

book-value method should be applied to all business combinations under common control.

At the same time, as publicly traded companies often have numerous non-controlling
shareholders and it may be difficult for each individual shareholder holding a small
number of shares to obtain information based on the above rights, the benefit of
providing information based on the acquisition method would outweigh the cost in the
case of business combinations under common control when the receiving company is

publicly traded.

(c) N/A

Question 3 Selecting the measurement method

Paragraphs 2.35-2.47 discuss the cost—benefit trade-off and other practical

11
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considerations for business combinations under common control that affect non-
controlling shareholders of the receiving company.
(a) In the Board’s preliminary view, the acquisition method should be required if the
receiving company’s shares are traded in a public market.
Do you agree? Why or why not?
(b) In the Board’s preliminary view, if the receiving company’s shares are privately
held:
(i) the receiving company should be permitted to use a book-value method if it has
informed all of its non-controlling shareholders that it proposes to use a book-
value method and they have not objected (the optional exemption from the
acquisition method). Do you agree with this exemption? Why or why not? Do you
believe that the exemption will be workable in practice? If not, in your view, how
should such an exemption be designed so that it is workable in practice?
(ii) the receiving company should be required to use a book-value method if all of
its non-controlling shareholders are related parties of the company (the related-
party exception to the acquisition method).
Do you agree with this exception? Why or why not?
(¢) If you disagree with the optional exemption (Question 3(b)(i)) or the related-party
exception (Question 3(b)(ii)), in your view, how should the benefits of applying the
acquisition method be balanced against the costs of applying that method for

privately held companies?

(a) N/A

(b)3) We do not agree.

We think that the cost of checking with all non-controlling shareholders for each case
would outweigh the benefit. In cases where there are a certain number of non-
controlling shareholders (albeit not to the extent of public companies), this practice
would impose an excessive burden on the receiving company (company B). Such
burdens include dealing with changes in non-controlling shareholders from the time of
acquisition to the period end, and those arising from the veto right that would be
granted to non-controlling shareholders only for this particular accounting treatment,
even though accounting treatment decisions generally fall within the scope of general
business execution of the receiving company (company B). Given also that diversity in
practice could arise among companies in this regard, as noted in our response to
Question 2, we propose that a book-value method be applied to all privately held

companies.
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(c) N/A

Question 4 Selecting the measurement method

Paragraphs 2.48-2.54 discuss suggestions from some stakeholders that the optional
exemption from and the related-party exception to the acquisition method should
also apply to publicly traded companies. However, in the Board’s preliminary view,
publicly traded receiving companies should always apply the acquisition method.

(a) Do you agree that the optional exemption from the acquisition method should not
be available for publicly traded receiving companies? Why or why not? If you
disagree, in your view, how should such an exemption be designed so that it is
workable in practice?

(b) Do you agree that the related-party exception to the acquisition method should

not apply to publicly traded receiving companies? Why or why not?

N/A

Question 5 Applying the acquisition method

Paragraphs 3.11-3.20 discuss how to apply the acquisition method to business
combinations under common control.

(a) In the Board’s preliminary view, it should not develop a requirement for the
receiving company to identify, measure and recognise a distribution from equity
when applying the acquisition method to a business combination under common
control. Do you agree? Why or why not? If you disagree, what approach for
identifying and measuring a distribution from equity do you recommend and why? In
particular, do you recommend either of the two approaches discussed in Appendix C
or do you have a different recommendation?

(b) In the Board’s preliminary view, it should develop a requirement for the receiving
company to recognise any excess fair value of the identifiable acquired assets and
liabilities over the consideration paid as a contribution to equity, not as a bargain
purchase gain in the statement of profit or loss, when applying the acquisition
method to a business combination under common control. Do you agree? Why or why
not? If you disagree, what approach do you recommend and why?

(c) Do you recommend that the Board develop any other special requirements for the

receiving company on how to apply the acquisition method to business combinations
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under common control? If so, what requirements should be developed and why are
any such requirements needed?

(a) N/A

(b) We do not agree.

Given that companies act on the basis of economic rationality, it is difficult to imagine
that the controlling party would set prices that would lead to a transfer wealth to non-
controlling shareholders, and even in the case of transactions under common control,

prices would be set in the same way as for usual arm’s-length prices.

The fair value of the acquired assets and liabilities in excess of the consideration paid
therefore comprises not a contribution to equity but rather bargain purchase gain. From
the perspective of comparability as well, as is required by IFRS 3, the receiving company
should be required to recognise excess fair value as bargain purchase gain in the

statement of profit or loss.

(c) N/A

Question 6 Applying a book-value method

Paragraphs 4.10—4.19 discuss the Board’s preliminary view that, when applying a
book-value method to a business combination under common control, the receiving
company should measure the assets and liabilities received using the transferred
company’s book values.

Do you agree with the Board’s preliminary view? Why or why not? If you disagree,

what approach do you suggest and why?

N/A

Question 7 Applying a book-value method

Paragraphs 4.20—4.43 discuss the Board’s preliminary views that:

(a) the Board should not prescribe how the receiving company should measure the
consideration paid in its own shares when applying a book-value method to a
business combination under common control; and

(b) when applying that method, the receiving company should measure the

consideration paid as follows:
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(i) consideration paid in assets—at the receiving company’s book values of those
assets at the combination date; and

(ii) consideration paid by incurring or assuming liabilities—at the amount
determined on initial recognition of the liability at the combination date applying
IFRS Standards.

Do you agree with the Board’s preliminary views? Why or why not? If you disagree,

what approach do you suggest and why?

N/A

Question 8 Applying a book-value method

Paragraphs 4.44—4.50 discuss the Board’s preliminary views that:

(a) when applying a book-value method to a business combination under common
control, the receiving company should recognise within equity any difference
between the consideration paid and the book value of the assets and liabilities
received; and

(b) the Board should not prescribe in which component, or components, of equity the
receiving company should present that difference.

Do you agree with the Board’s preliminary views? Why or why not? If you disagree,

what approach do you suggest and why?

N/A

Question 9 Applying a book-value method

Paragraphs 4.51-4.56 discuss the Board’s preliminary view that, when applying a
book-value method to a business combination under common control, the receiving
company should recognise transaction costs as an expense in the period in which
they are incurred, except that the costs of issuing shares or debt instruments should
be accounted for in accordance with the applicable IFRS Standards.

Do you agree with the Board’s preliminary view? Why or why not? If you disagree,

what approach do you suggest and why?

N/A
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Question 10 Applying a book-value method

Paragraphs 4.57—4.65 discuss the Board’s preliminary view that, when applying a
book-value method to a business combination under common control, the receiving
company should include in its financial statements the assets, liabilities, income and
expenses of the transferred company prospectively from the combination date,
without restating pre-combination information.

Do you agree with the Board’s preliminary view? Why or why not? If you disagree,

what approach do you suggest and why?

N/A

Question 11 Disclosure requirements

Paragraphs 5.5-5.12 discuss the Board’s preliminary views that for business
combinations under common control to which the acquisition method applies:

(a) the receiving company should be required to comply with the disclosure
requirements in IFRS 3 Business Combinations, including any improvements to
those requirements resulting from the Discussion Paper Business Combinations—
Disclosures, Goodwill and Impairment; and

(b) the Board should provide application guidance on how to apply those disclosure
requirements together with the disclosure requirements in IAS 24 Related Party
Disclosures when providing information about these combinations, particularly
information about the terms of the combination.

Do you agree with the Board’s preliminary views? Why or why not? If you disagree,

what approach do you suggest and why?
(a)

Business combinations under common control to which the acquisition method applies

are similar to those business combinations covered by IFRS 3, as is the composition of
the users of the receiving company’s (company B’s) financial statements (5.5), so we
agree that the receiving company should be required to comply with the disclosure

requirements in the currently effective IFRS 3.

However, we do not agree that the receiving company should be required to comply
with the disclosure requirements in the Discussion Paper “Business Combinations—
Disclosures, Goodwill and Impairment,” as this might become a considerable burden on
the preparers, including causing risks (decline in competitiveness, risk of lawsuits, etc.)

and costs (establishment of systems, judgement on the propriety of disclosures, dealing
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with audits, etc.) arising from the possibility that they might fall under forward-
looking information or confidential information. Even if companies are required to

comply, we think the information should be stated as non-financial information.

(b) N/A

Question 12 Disclosure requirements
Paragraphs 5.13-5.28 discuss the Board’s preliminary views that for business
combinations under common control to which a book-value method applies:
(a) some, but not all, of the disclosure requirements in IFRS 3 Business
Combinations, including any improvements to those requirements resulting from the
Discussion Paper Business Combinations—Disclosures, Goodwill and Impairment,
are appropriate (as summarised in paragraphs 5.17 and 5.19);
(b) the Board should not require the disclosure of pre-combination information; and
(c) the receiving company should disclose:
(i) the amount recognised in equity for any difference between the consideration
paid and the book value of the assets and liabilities received; and
(ii) the component, or components, of equity that includes this difference.

Do you agree with the Board’s preliminary views? Why or why not? If you disagree,

what approach do you suggest and why?

N/A
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