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Summary of the proposals
Issue addressed by the DP
DP proposes alternatives for the accounting by the receiving entity (B) 
in a BCUCC transaction  

Image source: NZASB Meeting 17 December 2020, Agenda Paper 7.1
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Summary of the proposals
Diversity in practice

Images source: IASB DP/2020/2
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Summary of the proposals
Existing IFRS R&M requirements

Before combination: After combination:
Controlling party (P): BCUCC does not affect 

Entity P’s consolidated financial statements (nor 

separate financial statements, if prepared). 

Receiving entity (B): Scoped out of IFRS 3. 

Diversity in accounting by Entity B.

Transferred entity (C): BCUCC does not affect 

recognition & measurement in Entity C’s financial 

statements. 

Transferor (A): Entity A accounts for loss of 

control of Entity C in accordance with IFRS 10

Source: NZASB Meeting 17 December 2020, Agenda Paper 7.1, 
modified slightly
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Summary of the proposals
Scope of the proposals

The proposed accounting views extend also to: 

• transfers of unincorporated businesses  

• instances where the transfer is: 

• preceded by an acquisition from an external 
party or followed by the sale of one or more 
of the combined entities to an external party

• conditional on the sale of the combining 
entities to an external party (e.g. in an IPO)

• group restructurings that involve the transfer of 
a business under common control but do not 
meet the definition of a business combination 
(e.g. insertion of a Newco)  
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Summary of the proposals
Scope of the proposals
The proposed accounting will apply to the receiving entity (B and D): 
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Summary of the proposals
Measurement proposals 

Source: IASB DP/2020/2
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Summary of the proposals
Acquisition method
• Because the purchase price might not be an arms’-length price, the combination 

includes an additional component – a transaction with owners acting in their 
capacity as owners 

• IASB proposes not to develop 
a requirement for the receiving 
entity to recognise a distribution 
from equity

• Recognise contribution to equity 
rather than gain on bargain 
purchase 

Images source: IASB DP/2020/2, modified slightly
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Summary of the proposals
Acquisition method
• Possible approaches to measuring a distribution from equity 

(if the IASB decides not proceed with its preliminary view): 

• fair value-based 
approach 

• impairment-based 
approach

Source: IASB DP/2020/2
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Summary of the proposals
Acquisition method
Proposed disclosure:

• IFRS 3 disclosure requirements + improvements arising from IASB DP Business 
Combinations—Disclosures, Goodwill and Impairment

• Application guidance to be developed: interaction with IAS 24
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Summary of the proposals
Book value method
• Which book values? 

• Combine transferred net assets prospectively from the combination date 

• Follow the legal structure to identify the receiving entity

• Transaction costs as expenses/equity, consistent with IFRS 3 approach

Image source: IASB DP/2020/2
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Summary of the proposals
Book value method
• Proposal: Recognise increase/decrease in equity for the full difference 

between consideration and book value of net assets received 

Source: IASB DP/2020/2
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Summary of the proposals
Book value method
Consideration paid: 

• in shares – IASB does not intend to prescribe measurement 

• in assets – measure at receiving entity’s book value of the assets at combination date

• by incurring/assuming liabilities – at applicable IFRS initial recognition amount at combination date

Images source: IASB DP/2020/2
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Summary of the proposals
Book value method
Proposed disclosure: 

• Recognises that the information needs of users of BV BCUCC may differ from 
acquisition method BCUCC.  Cost-benefit considerations may also differ. 

• Require disclosure of some, but not all, IFRS 3 + improvements arising from IASB DP 
Business Combinations—Disclosures, Goodwill and Impairment

• Will not require pre-combination information to be disclosed 

• Additional disclosure: amount recognised in equity (and where it is recognised)



Australian Accounting Standards Board 2020 16

Question for Board members

Do Board members have any questions, or 
observations about IASB DP/2020/2? 
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Question for Board members

Do Board members want to make a AASB submission 
to IASB DP/2020/2 Business Combinations under 
Common Control? 
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H1 2021

AASB Meeting 
21-22 Jun

17 Jul 2021

• AASB Meeting 24-25 Feb education session
• Outreach to stakeholders

• Board members form preliminary 
views for inclusion in the AASB 
comment letter

• IASB DP/2020/2 BCUCC issued Nov 2020
• AASB ITC 42 BCUCC issued Dec 2020

Nov/Dec
2020

• Comments close on AASB ITC 42
1 Sep 
2021

• Comments due to the IASB

• AASB comment letter to be 
finalised out-of-session

Proposed work plan


