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Comment Letter on EFRAG Draft Comment Letter ED 9 Joint Arrangements

EFRAG’s covering letter
The BASB fully agrees with the EFRAG’s conclusion that the proposed elimination of proportionate consolidation is not based on a balanced/complete Basis for Conclusions but rather on the general US GAAP requirements. 

While the asset definition debate sounds rather academic, the IASB minimizes the importance of the full income statement presentation by arguing that this can be addressed through disclosures. 
Paragraphs 3.3 and 3.4 of the EFRAG draft comment letter highlight why it is considered better to use proportionate consolidation instead of one-line consolidation (equity method).  The reflection of business performance and its drivers should as much as possible be included in the income statement instead of a note.  This is what analysts are typically looking for and what is monitored internally by management. 
We recommend EFRAG to incorporate this point better in its covering letter.
We are not convinced about the relevance of EFRAG’s comment, at the end of the covering letter, that the IAS 31 disclosure requirements are not sufficient as regards assets and liabilities subject to sole versus joint control. 
The BASB believes that it is important that sufficient disclosure is provided to allow the user to understand the nature and extent of the reporting entity’s activities that are carried out in jointly-controlled entities. 
Therefore the BASB recommends to eliminate the last paragraph of the covering letter starting with “Equally, …”. 
Paragraph 40 of ED 9: disclosure share profit/loss joint ventures-discontinued operations joint ventures

It is not clear to the BASB how the proposed disclosure of an entity’s share of any discontinued operations of a joint venture should look like. 
Is there an interaction with IFRS 5 Non-current Assets Held for Sale and Discontinued Operations? 
An illustrative example would be very welcome here in order to avoid divergent practice and creative interpretations.
The BASB believes that EFRAG should also address this point. 

Appendix 2 EFRAG’s Responses to the questions asked in ED9
Question 1- Definitions and terminology

Question for constituents

The BASB has not experienced problems in practice. 
Question 3-Elimination proportionate consolidation method

Question for Constituents

The BASB believes it too premature to answer this question 
Question 6-Disclosure current/non-current assets/liabilities associates
The BASB disagrees with EFRAG that it is more useful to users for an entity to disclose current and non-current assets/liabilities of associates than total assets/liabilities because there is no link with the measurement of the investment in the associate (equity method) nor performance/results reported and the disclosure is based on the investors ownership (economic) interest.  
From a cash-flow perspective, the current/non-current assets/liabilities will not impact the consolidated cash flow.  
Further, the IASB has not explained in the proposed changes why this is considered useful information while EFRAG agrees in paragraph 3.12 that an associate is very different from an interest in a joint venture.  
The BASB wonders why an entity should disclose the split between current and non-current of something it does not (jointly) control?
Do not hesitate to contact the Belgian Accounting Standards Board for any further information. 

Best regards 

Jean-Pierre Maes 

Chairman 

Belgian Accounting Standards Board
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