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This observer note is provided as a convenience to observers at IFRIC meetings, to assist 
them in following the IFRIC’s discussion.  Views expressed in this document are 
identified by the staff as a basis for the discussion at the IFRIC meeting.  This document 
does not represent an official position of the IFRIC.  Decisions of the IFRIC are 
determined only after extensive deliberation and due process.  IFRIC positions are set 
out in Interpretations. 

Note: The observer note is based on the staff paper prepared for the IFRIC.  Paragraph 
numbers correspond to paragraph numbers used in the IFRIC paper. However, because 
the observer note is less detailed, some paragraph numbers are not used. 
 

INFORMATION FOR OBSERVERS 
 

IFRIC meeting: 2 November 2006, London 
 
Project: Review of published tentative agenda decisions 
 
Subject: IAS 32 Financial Instruments: Presentation - Puts and forwards 

held by minority interests and IFRS 3 Business Combinations - 
Are puts or forwards received by minority interests in a 
business combination contingent consideration?  
(Agenda Paper 7(iii)) 

 
 
Tentative agenda decision published in July-2006 IFRIC Update 
 

IAS 32 Financial Instruments: Presentation - Puts and forwards held by minority 
interests 

The IFRIC considered a request for clarification of the accounting when a parent entity 
has entered into a forward to acquire the shares held by the [non-controlling] minority 
interest in a subsidiary or the holder of the [non-controlling] minority interest can put its 
shares to the parent entity. 

Paragraph 23 of IAS 32 states that a parent must recognise a financial liability when it 
has an obligation to pay cash in the future to purchase the minority’s shares, even if the 
payment of that cash is conditional on the option being exercised by the holder.  After 
initial recognition any liability to which  



IFRS 3 is not being applied will be accounted for in accordance with IAS 39.  The parent 
will reclassify the liability to equity if a put expires unexercised. 

The IFRIC agreed that there is likely to be divergence in practice in how the related 
equity is reclassified.  However, the IFRIC did not believe that it could reach a consensus 
view on this matter on a timely basis.  Accordingly, [the IFRIC decided] not to add this 
item to its agenda. 

 

IFRS 3 Business Combinations - Are puts or forwards received by minority interests 
in a business combination contingent consideration? 

The IFRIC considered a request for an interpretation of whether a put or forward entered 
into by a parent entity, as part of a business combination, to acquire the shares held by the 
[non-controlling] minority interest was contingent or deferred consideration. 

The accounting for these arrangements, including the circumstances considered by the 
IFRIC, is being considered by the Board as part of the current redeliberations on the 
proposed revised IFRS 3 Business Combinations.  The IFRIC therefore believed that it 
could not develop guidance more quickly than is likely to be developed in the business 
combinations project and [decided] not to take a project on this issue onto its agenda. 
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