IFRS Interpretations

) ) Agenda ref

|FRS Committee Meeting genda feference 6
Project New items for consideration
Topic IFRS 3 Business combinations—cover note

Introduction

1.  Athe July 2011 meeting, the Interpretations Committee (the Committee) will
discuss two submissions requesting clarification of the accounting treatment for
two fact patterns that involve the formation of a new entity (referred to as

‘Newco’) to facilitate the spinning-off of a business within a group.

Structure of agenda papers

2. For ease of analysis we have split the analysis of the two submissions as
follows:

(@) Agenda paper 6A analyses whether, in the identification of the
acquirer in a business combination under IFRS 3

Business Combinations, the following factors are relevant in this
identification:

(i)  the existence of a condition imposed to effect the
acquisition (ie an initial public offering); and

(if) the identity of the party that formed the Newco to effect a
business combination.

(b) Agenda paper 6B analyses the following issues:

(1)  whether IFRS 3 can be applied to account for the transfer
of a business to a Newco;
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(if)  whether an imminent initial public offering that might
occur after the formation of Newco is considered relevant
in identifying the acquirer under IFRS 3; and

(iii) whether a business that is not a legal entity can be considered the

acquirer in a reverse acquisition under IFRS 3.
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