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3Objective of the discussion 3

• Where should the share of the profit 
or loss of associates and joint 
ventures be presented? 

Location in the 
statement(s) of 
performance

• Should preparers separate the 
results of ‘integral’ and ‘non-
integral’ associates and joint 
ventures?

• Should ‘integral’ be defined? 
If so, how?

Separating 
'integral' and 'non-

integral' results
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Diversity in 
practice—results 
are presented in 

different locations 
which makes it hard 
for investors to do 

their analysis

Lack of 
information—
preparers do not 

explain their choice 
of location

Investors’ needs 
• Comparability
• Ease of analysis

Why improve the presentation of the share of 
profit or loss of associates and joint ventures?
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Meeting Outcome

November 2017 
Board meeting

The Board tentatively decided to introduce an ‘income/expenses from 
investments’ category in the statement of financial performance and 
define it using a principle-based approach as: 

‘income/expenses from assets that generate a return individually and 
largely independently of other resources held by the entity’ 

The Board also decided to provide a list of some of the items that would 
typically be treated as ‘income/expenses from investments’ . For 
example:
• rental income on investment property for companies that do not treat 

such investments as a significant part of their operations; or, 
• dividends on non-consolidated equity investments. 

Location in the statement(s) of performance
Definition of ‘income/expenses from investments’ category 

Presenter
Presentation Notes
In November 2017 the Board tentatively decided to introduce an ‘investing category’ in the statement(s) of financial performance and presenting it above EBIT to:
to improve information for users by providing additional structure to the statement(s) of financial performance and clearer information about investing income and expenses; and
enable users to more easily make adjustments to the EBIT subtotal to exclude investing income/expenses if they wish to and consider them as part of an entity’s capital structure. For example, a user might wish to consider interest income from a liquid financial asset (that does not meet the definition of a ‘cash equivalent’) as finance income (ie part of an entity’s capital structure) and exclude it from the investing category.

Introducing an investing a category is also a good way to provide :
a suitable location for the share of profit or loss of associates and joint ventures as our research had shown significant diversity in practice in the presentation of this specific line item; and 
more helpful information for users because they often measure an entity’s investments separately from the entity’s operations when valuing the entity’s business. This appears to be particularly the case associates and joint ventures accounted for using the equity method. 

[Does the Board’s work on the topic of presenting the Associates/JV result full under the umbrella of trying to define presentation requirements for an EBIT sub-total?
IF Yes, then it would help if some context about the work on EBIT were included in the notes pages view. This would help situate the CMAC members on the project a bit, which will be beneficial to the new members on the committee (3 new joiners in 2018, and we had 2 new joiners in 2017).
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Meeting Outcome

November 2017 
Board meeting

Mixed views:

• View 1: present results from all associates and joint ventures within 
the ‘income/expenses from investments’ category.

• View 2: split results from associates and joint ventures between 
‘integral’ (within ‘business’ results) and ‘non-integral’ (within the 
‘income/expenses from investments’ category). 

Location in the statement(s) of performance
Should the share of profit or loss of associates and joint ventures be presented 
within the ‘income/expenses from investments’ category? 

Presenter
Presentation Notes
At the CMAC meeting in October 2017, CMAC members expressed mixed views about the location of the share of profit or loss of associates and joint ventures. Some members were of the view that the share of profit of associates and joint ventures should be presented above the EBIT subtotal because businesses are becoming more complex and entities may conduct their core activities through associates and joint ventures. Other suggested  placing the share of associates or joint ventures below the EBIT line to have a ‘clean’ EBIT’ metric. 

Board members expressed the following different views regarding the presentation of the share of the profit or loss of associates and joint ventures:
(a) some thought that this share should be presented above the ‘income/expenses from investments’ category (i.e. as part of an entity’s business activities) if the investments were integral to the entity’s business activities; but if they were non-integral to the entity’s business activities they thought that those investments should be part of the ‘income/expenses from investments’ category; and
(b) others thought this share should be presented in the ‘income/expenses from investments’ category irrespective of whether the associate or joint venture is integral to the entity’s business activities because analysts and other users typically assess the returns from associates and joint ventures separately from the returns from fully consolidated entities.
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Meeting Outcome
Jan 2018
Board meeting

• Board members supported separate presentation, because there 
seems to be a need for users to be able to identify separately the 
results of integral and non-integral associates and joint ventures.

Separation of ‘integral’ results

Why is it useful to separate the share of profit or loss of ‘integral’ associates 
and joint ventures?

Presenter
Presentation Notes
The staff research has indicated that many users separate the results of investments in associates and joint ventures from the results of an entity’s controlled business activities when valuing an entity. This is because users think that:
the activities of associates or joint ventures are always peripheral (i.e. not integral) to an entity’s day-to-day business activities because they are not controlled by the entity. 
the results of associates and joint ventures are of a different ‘quality’ because:
(i) the results of associates and joint ventures are a blend of different amounts (i.e. business, investing, financing and tax amounts of the investee)—users would normally exclude investing, financing and tax amounts from their analysis and calculation of key metrics such as EBIT;
(ii) associates and joint ventures make no contribution to revenue and so revenue-based margins that include the results of associates and joint ventures are distorted.

The staff research has also indicated that some users incorporate the results of at least some associates or joint ventures into their valuation of an entity’s business activities. This is depending on how closely aligned or integral the associate or joint venture business is to the reporting entity’s business activities.  Consequently, there seems to be a need in practice for users to be able to identify separately the results of integral and non-integral associates and joint ventures.
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Meeting Outcome
Jan 2018
Board meeting

(cont’d)

Board members analysed some views on how to make the distinction between 
‘integral’ and ‘non-integral’ . The views are presented below. The Board 
favoured View 2:

• View 1: treat all joint ventures as ‘integral’ and all associates as ‘non-
integral.

• View 2: (favoured by the Board)—use our proposed definition of 
‘income/expenses from investments’ (refer to slide # 6) to make the split 
between ‘integral’ and ‘non-integral’ and provide further guidance to help 
making this distinction.

• View 3: develop a definition of ‘integral’. 
• are the activities of an associate or joint venture integrated into an 

entity’s business/operating activities?
• are the activities of an associate or joint venture essential and 

fundamental to the investor?

How to distinguish between ‘integral’ and ‘non-
integral’ associates or joint ventures?

Presenter
Presentation Notes
The staff has identified some of the factors that we think analysts employ to assess the relationship between an entity and its non-consolidated, equity-accounted investments and that would be useful in making the ‘integral’/non-integral’ distinction.  Factors such as: 
(a) significance of the amount of investment in the associate or joint venture;
(b) the existence of integrated lines of business with the associate or joint venture;
(c) whether the associate or joint venture is a critical supplier or customer;
(d) whether the entity shares a name or a brand with the associate or joint venture;
(e) position of the other owners in the joint venture (whether strategic or financial investment) or associate; or
(f) common sources of capital and lending relationships.
 
The staff may do some further work in clarifying the ‘integral’/non-integral distinction and may bring this analysis at a future Board meeting. 
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Revenue
…

Profit before investments, financing and 
income tax

Income/expense from investments 
Share of profit or loss of associates        
and JVs
Other investing income

Profit before financing and income tax
Finance income
Finance expense

Pre-tax profit
Taxation

Profit or loss

Alt 2—split of ‘integral/non-integral’ share of 
results within the investing section

Revenue
…

Profit before investments, financing and 
income tax

Income/expense from investments
Share of profit or loss of integral 
associates and JVs
Share of profit or loss of non-integral 
associates and JVs
Other investing income

Profit before financing and income tax
Finance income
Finance expense

Pre-tax profit
Taxation

Profit or loss

Alt 1—no split, 
the share of results from associates and 

JVs within the investing section

Presenter
Presentation Notes
Under Alt 1, this would result in presentation requirements that specify 2 new sub-totals:
1 profit before investments, financing and income tax
2 profit before financing and income tax
Alt 1 reflects the view of some users that providing greater uniformity in the presentation of the share of profit or loss of associates and joint ventures is more important than a split between integral/non-integral. 
Alt 1 would not indicate the more central (i.e. integrated) nature of these particular associates and joint ventures. It would also not deliver additional subtotals that users may find useful as in Alt 4. 

Under Alt 2, this would result in presentation requirements that specify 2 new sub-totals:
1 profit before investments, financing and income tax
2 profit before financing and income tax
And more detailed disaggregation requirement for the results of JVs and associates than under Alt 1.

Alt 2 would be consistent with the way most users treat the share of profit or loss of associates and joint ventures for purposes of their analysis (ie it is usually analysed separately from an entity’s business activities).  This presentation should make it easier for users to locate and assess the share of profit or loss of ‘integral’ and ‘non-integral’ associates and joint ventures (they will be presented in a single location). 

A potential disadvantage of Alt 2 is that this approach would not deliver the additional subtotals (similar to the ones described in Alt 4) which users might find helpful.  It also fails to reflect the more central (i.e. integrated) nature of particular associates and joint ventures.
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Alt 3—split of ‘integral’ and ‘non-integral’ 
share of results above and below investing

Alt 4—Require additional subtotal so that ‘integral’ 
results are shown in separate section

Revenue
…
Share of profit or loss of integral 
associates and JVs

Profit before investments, financing and 
income tax

Income/expense from investments
Share of profit or loss of nonintegral
associates and JVs
Other investing income

Profit before financing and income tax
Finance income
Finance expense

Pre-tax profit
Taxation

Profit

Revenue
…

Business profit subtotal
Share of profit or loss of integral associates and 
JVs

Profit before investments, financing and income tax

Income/expense from investments
Share of profit or loss of non-integral associates 
and JVs
Other investing income

Profit before financing and income tax subtotal
Finance income
Finance expense

Pre-tax profit
Taxation

Profit

Potential presentation alternatives

Alternative 
favoured by 
the Board

Presenter
Presentation Notes
Under Alt 3, this would result in presentation requirements that specify 2 new sub-totals:
1 profit before investments, financing and income tax
2 profit before financing and income tax

Alt 3 might better reflect the way in which an entity conducts its business activities with its ‘integral’ associates or joint ventures. 

However, by including the results of ‘integral’ associates or joint ventures within the entity’s ‘core’/business activities, it mixes the reporting of income and expenses from assets and liabilities that are controlled by the reporting entity with those that are not. It is also inconsistent with the feedback from most investors that they would like the results of all associates and joint ventures to be excluded from the entity’s ‘core’ activities. 

Under Alt 4, this would result in presentation requirements that specify 3 new sub-totals:
1 Business profit sub-total (ie reminiscent of what some users have told us they identify “operating profit”)
2 profit before investments, financing and income tax
3 profit before financing and income tax

Alt 4 maintains a segregation of returns from controlled assets and liabilities within business activities from returns from non-controlled investments, while at the same time indicating the more central (i.e. integrated) nature of these particular associates and joint ventures. It leads to the presentation of what is effectively an operating profit from controlled entities subtotal, which users may find helpful and which is already presented by many entities on a voluntary basis.  Alt 4 also introduces other potential subtotals to the statement(s) of financial performance (i.e. gives both a subtotal of results from consolidated businesses only and another that adds in integral associates and joint ventures). A disadvantage of Alt 4 is that it increases the number of subtotals which may add complexity.
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13Questions for CMAC members
Q1

Do you think it is useful to present separately the share of profit 
or loss of ‘integral’ associates and joint ventures from ‘non-
integral’ associates or joint ventures in the statement(s) of 
financial performance?

Q2

How do you think ‘integral’ associates or joint ventures could be 
distinguished from ‘non-integral’ associates or joint ventures (see 
slide 9 for the alternatives considered by the Board)?
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Q3

Which of the alternatives in slides # 10 and # 11, do you support 
for presenting the share of the profit or loss of ‘integral’ and ‘non-
integral’ associates and joint ventures, and why?



15Contact us

Keep up to date

IFRS Foundation

www.ifrs.org

IFRS Foundation

@IFRSFoundation

Comment on our work

go.ifrs.org/comment
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