
 

 

Extract of ASAF update April 2016 

41. The IASB staff provided an overview of the research and outreach performed on BCUCC after 
the Board made the tentative decision on the scope of the project. The IASB staff also 
provided an update on the staff’s preliminary view on how BCUCC should be accounted for 
and invited comments from the ASAF members.  

 
42. Some ASAF members supported Approach 2 set out in the Agenda Paper; that is, that the 

predecessor method should be the default, but not the only, method applied in a BCUCC. 
They stated that the acquisition method could be more appropriate in specific circumstances, 
for example where a non-controlling interest (NCI) is involved or where the financial 
statements will be provided to parties external to the group.  

43. A few ASAF members reported mixed views in their jurisdictions. Some ASAF members did 
not express a view on how BCUCC should be accounted for and encouraged the Board to 
develop a conceptual basis for whether and why some or all BCUCC should be accounted for 
differently compared to business combinations that are not under common control. They 
suggested that in developing such a conceptual basis, the Board should consider the 
qualitative characteristics of useful financial information, the level at which the financial 
statements are issued and the users of that information.  

44. A few ASAF members commented on how the predecessor method should be applied and 
expressed mixed views. A few ASAF members expressed a view that it would be 
conceptually inconsistent to argue that BCUCC warrant a special accounting treatment 
because they are under common control but to use carrying amounts other than those 
reported at the level of common control.  

45. A few ASAF members requested clarifications, for example about the scope of the project.  
 

Extract of ASAF update December 2015 

45. The IASB staff presented a paper that provided an update on the project, and sought input 
from ASAF members on how the predecessor method should be applied in order to provide 
useful information.  

46. Some ASAF members stated that it was important for the Board to establish a conceptual 
basis for the application of the predecessor method.  

 
Where in equity should the difference between consideration transferred and the acquired 
assets and liabilities be recognised?  
47. The IASB staff noted that IFRS Standards do not require any particular form of presentation of 

equity items. The staff presented their preliminary view that the Board should not prescribe 
where in equity the difference between consideration transferred and the acquired assets and 
liabilities should be recognised. ASAF members agreed with that preliminary view. Some 
specifically noted that presentation in equity may depend on the legal requirements in a 
particular jurisdiction. Some ASAF members suggested that presentation in equity should be 
applied consistently as a matter of accounting policy choice.  

 
How should consideration in the form of shares be measured for the purposes of applying 
the predecessor method?  
48. The IASB staff observed that measurement of consideration in the form of shares when 

applying the predecessor method would only affect presentation in equity; it would not affect 
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the recognised assets and liabilities. Consistently with the discussion in response to Question 
1, the IASB staff suggested that the Board should not prescribe how such consideration 
should be measured.  

49. Most ASAF members agreed with the IASB staff that the Board should not prescribe how 
consideration in the form of shares should be measured. Some ASAF members also noted 
that shares issued in their jurisdictions do not have nominal value and therefore nominal 
value would not be a feasible measurement approach. Some members expressed a 
preference for measurement at fair value of the shares, or at the carrying amount of acquired 
assets and liabilities. One member reported mixed views in his jurisdiction. One member 
agreed with the staff’s preliminary view on this question but asked the Board to establish an 
overall conceptual basis for applying the predecessor method.  

 
Which carrying amounts should be used in applying the predecessor method?  
50. The IASB staff sought the views of the ASAF members on which predecessor carrying 

amounts should be used in applying the predecessor method:  

(a) the carrying amounts reported in the financial statements of the transferred entity; or  

(b) the carrying amounts reported in the consolidated financial statements of the transferred 
entity’s parent prior to the transaction.  

51. Most ASAF members did not express a view, but others made the following comments:  
(a) There are challenges in using either approach.  

(b) The Board should establish a conceptual basis for applying the predecessor method.  

(c) Some ASAF members expressed support for using the carrying amounts of the parent of 
the transferred entity. One member suggested that using the carrying amounts of the 
transferred entity would be appropriate if the parent does not prepare IFRS financial 
statements.  

 
From which date should the entities be combined and how should comparative information 
be presented?  
52. The IASB staff discussed the date from which entities should be combined in a BCUCC and 

how comparative information should be presented:  

(a) Either financial statements reflect the entities combined from the date of transaction with 
no restatement of comparative information; or  

(b) financial statements reflect the entities as if they have always been combined, with 
restatement of comparative information.  

53. The IASB staff stated that their preliminary view is that entities should be combined from the 
date of the transaction and comparative information should not be restated. This is because 
restating comparative information for a group that had not in fact existed before the 
transaction would result in merely pro-forma information.  

54. There was a mixed response from ASAF members on the IASB staff’s preliminary view. One 
ASAF member thought that accounting treatment should depend on facts and circumstances. 
Another member noted that the Board should consider the implications for a wider range of 
transactions, eg carve-out financial statements.  

 
Additional points raised by ASAF members:  
55. Some ASAF members stated that it was important to establish which information needs the 

project is trying to address: information needs of shareholders of the ultimate parent, or 
information needs of non-controlling shareholders of the acquiring entity.  


