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41. An entity that, in accordance with paragraph 58 of IPSAS 6,

Consolidated and Separate Financial Statements, was

previously accounting in its separate financial statements for

its interest in a joint operation as an investment using the

equity method, at cost or in accordance with IPSAS 29 shall:

a. Derecognize the investment and recognize the assets
and the liabilities in respect of its interest in the joint
operation at the amounts determined in accordance with
paragraphs 37-39.

b. Provide a reconciliation between the investment
derecognized, and the assets and liabilities recognized,
together with any remaining difference adjusted in
accumulated surplus or deficit, at the beginning of the

immediately preceding period.
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41A. IPSAS 40, Public Sector Combinations, issued in January
2017, added paragraphs 24A, 42B, and AG33A-AG33D. An
entity shall apply those amendments prospectively for
acquisitions of interests in joint operations in which the
activities of the joint operations constitute operations, as
defined in IPSAS 40, for those acquisitions occurring from the
beginning of the first period in which it applies those
amendments. amounts

Consequently, recognized for

acquisitions of interests in joint operations occurring in prior

periods shall not be adjusted.
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42.

olall

An entity shall apply this Standard for annual
financial statements covering periods beginning
on or after January 1, 2017. Earlier application is
encouraged. If an entity applies this Standard for a
period beginning before January 1, 2017, it shall
disclose that fact and apply IPSAS 34, IPSAS 35,
IPSAS 36 and IPSAS 38, Disclosure of Interests in
Other Entities, at the same time.
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42A. Paragraphs 5 and 6 were deleted by The Applicability of

IPSASs, issued in April 2016. An entity shall apply those
amendments for annual financial statements covering
periods beginning on or after January 1, 2018. Earlier
the

amendments for a period beginning before January 1, 2018, it

application is encouraged. If an entity applies

shall disclose that fact.
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42B.

Paragraphs 24A, 41A and AG33A-AG33D were added by
IPSAS 40, Public Sector Combinations, issued in January
2017. An entity shall apply these amendments prospectively
for annual financial statements covering periods beginning on
or after January 1, 2019. Earlier application is encouraged. If
an entity applies the amendment for a period beginning before
January 1, 2019 it shall disclose that fact and apply IPSAS 40
at the same time.
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42C.

Paragraph 32 was amended by IPSAS 40, Public Sector
Combinations, issued in January 2017. An entity shall apply
this amendment for annual financial statements covering
periods beginning on or after January 1, 2019. Earlier

application is encouraged. If an entity applies the amendment
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for a period beginning before January 1, 2019 it shall disclose
that fact and apply IPSAS 40 at the same time.
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42D. Paragraphs 28, 30, 41, AG11 and AG33A were amended by
IPSAS 41, issued in August 2018. An entity shall apply these
amendments for annual financial statements covering
periods beginning on or after January 1, 2023. Earlier
application is encouraged. If an entity applies the
amendments for a period beginning before January 1, 2023 it

shall disclose that fact and apply IPSAS 41 at the same time.
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42E. Paragraph AG33CA was added by Improvements to IPSAS,
2018, issued in October 2018. An entity shall apply this
amendment to transactions in which it obtains joint control on
or after the beginning of the first annual financial statements
covering periods beginning on or after January 1, 2019. Earlier
application is permitted. If an entity applies this amendment
for a period beginning before January 1, 2019, it shall disclose
that fact.
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44, This Standard supersedes IPSAS 8, /nterests in Joint Ventures
(December 2006). IPSAS 8 remains applicable until IPSAS 37

is applied or becomes effective, whichever is earlier.
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Objective wagll
1. The objective of this Standard is to establish principles | (o (Jlall psill (5ol 2vq 9o Ju=all 128 LWas .1
for financial reporting by entities that have an interest in | depld Clyiy 6 dno L:U.DJ Sl wlgall s N
arrangements that are controlled jointly (ie., joint (aspuio wilyiy i) el J4uiy 6wl
arrangements).
2. To meet the objective in paragraph 1, this Standard | jusall 1am (o9 .1 8300l (6 Jg520ll Loapll (G601 .2
defines joint control and requires an entity thatis a party | Loyb (@ iUl dgall go wlbig d5piiall 6yl
to a joint arrangement to determine the type of joint | <yl i)l cqi 224 UT el cugdl o
arrangement in which it is involved by assessing its | lgiliolgg lg6gén oygéi JUS o awo eljlui (sall il
rights and obligations and to account for those rights and | ¢l cqil l6og vilinlgllg (§gandl clli e duwlaallg
obligations in accordance with that type of joint o]l iyl
arrangement.
Scope Glbdl
3. An entity that prepares and presents financial | ddlall aflgdll (Ppeig a2i LUl dgall le vy 3
statements under the accrual basis of accounting shall | |2® §ubJ OT bl @lénlwlll UJJLUJT L1Dg0y
apply this Standard in determining the type of joint | e)jlui (sal eliiiall cagjill ggi 2295 (6 Jhi=all N)|
arrangement in which it is involved and in accounting for | Ll ilinlgg (§g98o e duwlaoll 6 ellasg awo
the rights and obligations of the joint arrangement. pidall
4. This Standard shall be applied by all entities that are a | il Cilgall 2100 J1b o Jueall 132 @Gihy OT oy L4 N
party to a joint arrangement. Ao Ly (0 logb gg4d
5. [Deleted]. Jcuoan] 5 4
6. [Deleted]. [eean] 6 il
Definition Ciloyoi
7. The following terms are used in this Standard with the | l&oq ju=oll 1am oo AWl wblbnoll e25%wi .7
meanings specified: lgio J5 ¢upd 2anoll Lisall 4

9o oplall il Jueall 138 phedl :ojlo iy
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Binding arrangement: For the purposes of this Standard,

a binding arrangement is an arrangement that confers
enforceable rights and obligations on the parties to it as
if it were in the form of a contract. It includes rights from
contracts or other legal rights.

A joint arrangement is an arrangement of which two or
more parties have joint control.

Joint control is the agreed sharing of control of an
arrangement by way of a binding arrangement, which
exists only when decisions about the relevant activities
require the unanimous consent of the parties sharing
control.

A joint operation is a joint arrangement whereby the
parties that have joint control of the arrangement have
rights to the assets, and obligations for the liabilities,
relating to the arrangement.

A joint operator is a party to a joint operation that has
joint control of that joint operation.

A joint venture is a joint arrangement whereby the
parties that have joint control of the arrangement have
rights to the net assets of the arrangement.

A joint venturer is a party to a joint venture that has joint
control of that joint venture.

A party to a joint arrangement is an entity that

participates in a joint arrangement, regardless of
whether that entity has joint control of the arrangement.
A separate vehicle is a separately identifiable financial

structure, including separate legal entities or entities
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recognized by statute, regardless of whether those
entities have a legal personality.

Terms defined in other IPSASs are used in this Standard
with the same meaning as in those Standards, and are
reproduced in the Glossary of Defined Terms published
separately. The following terms are defined in IPSAS 34,
Separate Financial Statements, IPSAS 35, Consolidated
Financial Statements or |IPSAS 36, Investments in
Associates and Joint Ventures. benefits, control, equity
method, power, protective rights, relevant activities,

separate financial statements and significant influence.
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Binding Arrangement
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8. Binding arrangements can be evidenced in several ways.
A binding arrangement is often, but not always, in
writing, in the form of a contract or documented

discussions between the parties. Statutory mechanisms
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such as legislative or executive authority can also create | Alajl) dlile Wby «dyaseiil gT ausypindl ab Ll 4
enforceable arrangements, similar to contractual | dijiéo gT lils a0y o] «@yasleidl vl jle Gle
arrangements, either on their own, or in conjunction with wolb Il qw dopo 1gée
contracts between the parties.
Joint Arrangements (see paragraphs AG2-AG33) (33-2 @ubhill culaldy| calys j.b.li) asyidiall calygill
9. A joint arrangement is an arrangement of which two or gT asopbl) aws g4y sl eyl go wlyiiall gyl .9 N

more parties have joint control.

a4yidio oy jisl
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10. Ajoint arrangement has the following characteristics: Ayl piloadl Wiidodl il gg4y 10
a. The parties are bound by a binding arrangement (see | LJlj6.6 J.in) oilo vy 660 wolibil jg4i 1
paragraphs AG2-AGA4). (4-2 @ubill ailsliy) u
b. The binding arrangement gives two or more of those | LolgbIll Ui 40 J.L_‘JT gT otoib ojlall Cyipill aioy
parties joint control of the arrangement (see | -12 uliball }.b.IT) il Gle d4ide by
paragraphs 12-18). (18
11. Ajoint arrangement is either a joint operation or a joint gT "a5o dadoc” g4y gl ol Wyl gl 11 K
venture. V1440 leqpito”
Joint Control d4dall 8 byl
12. Joint control is the sharing of control of an arrangement, | w il e Gpbuul) auwlsi @ @Syl byl 12
which exists only when decisions about the relevant uT.uu il clbii loaic — béo — 29q9) (sallg
activities require the unanimous consent of the parties | Lolibill ;o glooll @éslgall &lnll il dbuiill il
sharing control. The sharing of control may have been | 26 épbyull @uwlsi gg4y 269 Opbpull EwlsTT (ill
agreed by way of a binding arrangement. Lo Ly JUs oo alde (g.QJT
13. An entity that is a party to an arrangement shall assess | Lo pgoj OT LU (0 6ib g4 il dgall e vany 13
whether the binding arrangement gives all the parties, | dcgoo0 gT wolyb il 2100 aioy pjlall wuipll gls 13]
or a group of the parties, control of the arrangement | ..yl (Jle — clas Jhuy — oyl wolib il 4o
collectively. All the parties, or a group of the parties, - wlibil go dcgoao gT b il 2100 by N
control the arrangement collectively when they mustact | gl agile viny loaie wuijill e — elos Jhuy
together to direct the activities that significantly affect | J4uiy — Pgi Gl abubidl angil — Lgw - lgoyniy
the benefits from the arrangement (i.e., the relevant | cula il (:qT) vl o eoliall (e — ago
activities). (aloll
14. Once it has been determined that all the parties, or a | wolybdll (o dcgoao gT wolib Il 2100 UT EREY UT o .14
group of the parties, control the arrangement | épbuull glo il e — eloo JAdy — b
collectively, joint control exists only when decisions UcLu_u ljlsll Lkl loaic — béo — anqi d4)iiall N
about the relevant activities require the unanimous | il wolb Il o clon b dsolgo dlnll wils abuad Il
consent of the parties that control the arrangement il Gle = elan JAdy - by
collectively.
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15. In a joint arrangement, no single party controls the | ciuifill (Jle 2olg woib fhyuwy U wejiiall cugydl (6 .15
arrangement on its own. A party with joint control of an | wiWip le ClﬁJ.Lu;LO 6y ayal wophl (h0ug .0ope0y K
arrangement can prevent any of the other parties, or a | g0 dcgoao gl (ol wolibll ¢o T_IT 240y (_'JT
group of the parties, from controlling the arrangement. il Gle spbyud! o wolb 1l

16. Anarrangement can be a joint arrangement even though | 4 o) o) (sin Bpio iy il gg4y UT GAa 16
not all of its parties have joint control of the | lam juoy i)l e d5ido éibyw cLoI}bT 2102
arrangement. This Standard distinguishes between | il le d5)iiuo 6pbyw Lgyal il wolib Il juall
parties that have joint control of a joint arrangement | (-6 g9)jluo ql @40 duloc 0 yad)lio) ¢liidio il
(joint operators or joint venturers) and parties that | Luipi 0 il Ul wolib Il e (Wikio cquiw
participate in, but do not have joint control of, a joint e a%5iio 6 b gyl guyd gd)g wjidio
arrangement.

17. An entity will need to apply judgment when assessing | Cuil% 13| Lo @187 aic @4l (Gihi OT dgall pjly Loquu 17
whether all the parties, or a group of the parties, have | 6yhuw lgial wolibl 3o dcgano gT wolibill 2100
joint control of an arrangement. An entity shall make this | |a® (s}ai uT dgall e viug iy (Jle dspiio il
assessment by considering all facts and circumstances | Logibllg (§iléall 2100 gluwsll 6 asily oyqaill
(see paragraphs AG5-AG11). (11-5 @ubil ailabiyl algs phil)

18. If facts and circumstances change, an entity shall OT dgall Lle c1ny dilo wogphllg (§ilénll il loaic .18
reassess whether it still has joint control of the | @5piawo 6w Lgyal — Jljy U —cuils I5] o 0ugéi auei il
arrangement. iyl Gle

Types of Joint Arrangement ol cagyill ,_clg.iT

19. An entity shall determine the type of joint arrangement | (sall ¢lyiiall il ¢gi 5395 UT dgall e viay 19
in which it is involved. The classification of a joint | ail slc wilyidiall i)l Lating Aoisig .aub W)Ll
arrangement as a joint operation or a joint venture | cilialqq (@gdo (e «Aljiiio cqpilo gT d4jiio dyloc il
depends upon the rights and obligations of the parties to il 6 bl
the arrangement.

20. An entity applies judgment when assessing whether a | Ll g8 13] lo oygdi 2ic @40ll dgall Gbi .20
joint arrangement is a joint operation or a joint venture. | L1ug ljidio cqpito gT d4)idio dilac ga ¢ljinall il
An entity shall determine the type of joint arrangement | cljLiti (saJl eljiduall wuiyill egi 2393 of dgall (e
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in which it is involved by considering its rights and
obligations arising from the arrangement. An entity
assesses its rights and obligations by considering the
structure and legal form of the arrangement, the terms
agreed by the parties or established by legislative or
executive authority and, when relevant, other facts and
circumstances (see paragraphs AG12-AG33).

gc aldlll lgilolgg lgsgan gluwall ;6 531 @
0 231 lgiliolag lgdean agall pgaly Lyl
bgpillg il olbil Jaudlg Jaugll gluwall
Jip go c1a0g Gill of wolibl lgide cusail il
Tofllo g4y loadcq .dyauaiill gf duepdill ablul
Gubill cilaldy cilss hil) (o1l Logyllg (@§ilaall

(33-12

21. Sometimes the parties are bound by a framework

agreement that sets up the general terms for
undertaking one or more activities. The framework
agreement might set out that the parties establish
different joint arrangements to deal with specific
activities that form part of the agreement. Even though

those joint arrangements are related to the same

530y @)lb] @il 8380 — Glol — bl gq4i .21
o psl gl aolg olwll dolell @asleill bl
Lolib Il quuwdi of )bl @laill 5any 28 dbuiil
83200 dhuiil 20 Joleill dalido asyiio by
a4 pidnall bl el of agjq . §lasl go gjo J4uiy
lalino lgegi g4y 266 «awai )bl @leill @leis
ol aic wibll wlolgg Ggdn waliai loaic

itis involved has changed.

framework agreement, their type might be different if | .sjlbdl @laill lglgliy Ul daelizall dhdidily 4
the parties rights and obligations differ when | syjlirallg @pidrall cillasll a0gi ol oo g
undertaking the different activities dealt with in the | dbuiiill wolbll ogéi loaic — leo — @5piioll
framework agreement. Consequently, joint operations awaj )bl @laill go g Jaus LUl delisall
and joint ventures can coexist when the parties
undertake different activities that form part of the same
framework agreement.
22. If facts and circumstances change, an entity shall OT dgall Lle c1ny ails woqhllg (§iléall i loaic 22
reassess whether the type of joint arrangement in which | cljliui (sadl wpiiall gyl ggi gl 13] Lo 01965 ay=i il

0T 26 dio

Financial Statements of Parties to a Joint Arrangement
(see paragraphs AG33A-AG37)

Giles phil) elyido wuip (6 wlibIl dllall eilgall
(37-133 @uhill cilaLiy)

Joint Operations

a5l Gldosll
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23. Ajoint operator shall recognize in relation to its interest | (DI Cudy OT aSyluo dgloc 6 Wjlawoll Gle cupy 23
in a joint operation: a5yl dasll (6 dinay Glei Lo
a. lts assets, including its share of any assets held | lgy b.o_m.adg.oi (ST(J.OCU.LDJ els 0 Loy .an.DT 1
jointly; g weljliio JAuy -
b. Its liabilities, including its share of any liabilities | o culoljll Lsi oo apni ey 6 Loy ailolll .o
incurred jointly; q «jidio JAuy — leauAd K
c. lIts revenue from the sale of its share of the output | ge & wlll Wilppall o auni 2u go odlyl .2
arising from the joint operation; q t@5iall dylosll
d. Its share of the revenue from the sale of the output | dylo=ll Jub go wlapall 2y go alpdl o auni >
by the joint operation; and q @%jiwoll
e. Its expenses, including its share of any expenses | oj Cloguoo (STu.DCU.LDJ ell5 6 Loy dilogno 2
incurred jointly. Al Jady - oAl
24. A joint operator shall account for the assets, liabilities, | ¢ Luwloy UT d4yido duloc 0 bl e vy 24
revenues and expenses relating to its interest in a joint | daleioll vilogmallg wilalpllg wiloljilulg . Jgo Il
operation in accordance with the IPSASs applicable to | duwuloall jleol =Lo.og d5)ldo dulac 0 dinoy 1l
the particular assets, liabilities, revenues and expenses. | viloljilllg Jonill Lle @ihii Sill ol glbsll
Lgise) ilogpnollg wilalylig
24A. When an entity acquires an interest in a joint operation in | @4jluo dloc (46 dno e dgall 3gaiwd loaic 24
which the activity of the joint operation constitutes an | L% .duloc d5pluall dlasll bliy lguo Jauy g
operation, as defined in IPSAS 40, Public Sector | 2102740 ololl clbsll drwlaoll oo (6 Gop00 (@
Combinations, it shall apply, to the extent of its share in (JT dgall Sle UT oy dilo Jolell clbdll (6 ildaol
accordance with paragraph 23, all of the principles on | gsalall 2100 23§60l Boq lgina jadig (dibi
acquisition accounting in IPSAS 40, and other IPSASs, | duulboll oo (6 3lgaiwlll dnwlboy ddleiall il
that do not conflict with the guidance in this Standard, | olell clhéll duwlaall juleog 40 plell clhsl
and disclose the information that is required in those | la® 0 83jlg)l wilblw)dl 20 O)lel U I sl
IPSASs in relation to acquisitions. This applies to the | ulli (6 diglball Wilogleall e andi (JTg Jueoll
acquisition of both the initial interest and additional | Jle (@bl lamg .3lgaiwdl déleiall jyleall
interests in a joint operation in which the activity of the | (anallg @il (ppall go J5 Gle slgaiwdl
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joint operation constitutes an operation. The accounting | bl g Jaudy il a5uwoll dlosll (0 duolo Yl
for the acquisition of an interest in such a joint operation | cilaliy] iljéo daaig .doc @Spidall dlasll
is specified in paragraphs AG33A-AG33D. ano Gle slgaiwdl e duulaall 533133 Gubill
A5iaall ddaoll 0am Jlo (o6
25. The accounting for transactions such as the sale, | gc duwlaall 37-34 @Gubil wlblw)l wilgo 3305 .25
contribution or purchase of assets between an entity and | ¢ Lol gT lgy domlurall gT LJgDT 21 Jio willoleo K
a joint operation in which it is a joint operator is specified Lguo a5)luuo dgall ggad aspiuo dulocqg dga
in paragraphs AG34-AG37.
26. A party that participates in, but does not have joint | duloc 0 ey sall bl Gle - LEJT -y .26
control of, a joint operation shall also account for its (JT logie a5 éphuw aya) gud galq L8%)iao
interest in the arrangement in accordance with | 25-23 ciligall Bog iyl O Wno ge by
paragraphs 23-25 if that party has rights to the assets, | ciliolgg «Jandll 0 @gds wopbll ellal g4y loaic
and obligations for the liabilities, relating to the joint | U loaieq .@%dall dloelly daleioll wloljilll e
operation. If a party that participates in, but does not | ¢4lg «d5/wo dloc 0 iy (3l wopbll g4y il
have joint control of, a joint operation does not have | .Jgnlll 0 §9d> (lgile a0 Gpbyw ayal guy
rights to the assets, and obligations for the liabilities, | (&3)idiall dulaelly déleiall .loljil Ul e vilinlg Ug
relating to that joint operation, it shall account for its | dlosll (6 albo ge wwlyy (sT ale L1y dilo
interest in the joint operation in accordance with the | il olell glbsll duulaoll leol 166g &syidiall
IPSASs applicable to that interest. Aonll i e Gubdd
Joint Ventures a5 idrall gujldiall
27. A joint venturer shall recognize its interest in a joint | ainn cu) of il cqpito o Wjlwall Gle ciny 27
venture as an investment and shall account for that | of dule Linug lotiwl Lgil (e wliidio ggpdioll 0
investment using the equity method in accordance with | (§géa d4éyb olaatwl jlaiiw il ¢l3 ge cuwlay
IPSAS 36, Investments in Associates and Joint Ventures, | 36 plall glbhsll éuuboll jueal Boq drdloll il
unless the entity is exempted from applying the equity | lo .d3 ivial 2yliiallg alojll ilgall o Cylaiiw
method as specified in that Standard. ddlall (Gadn asyb Gubi oo dleso dgall 345 o
Ju=all ¢ll5 6 2110 ga lab
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28. A party that participates in, but does not have joint | wjiiio ggpuwo O iy (3l wibll Gl Ly .28
control of, a joint venture shall account for its interest in | ¢ vwlay UT le @5 8pbuw aya) guy 34lg
the arrangement in accordance with the IPSASs dealing | ol)l clbéll duwlaall wleo) (Boq Ll o dibo
with financial instruments, being IPSAS 28, Financial | duwlaoall jheo (s@q .dillall Cilgadll Jqliis il
Instruments: ~ Presentation, |PSAS 30, Financial | Jusoq ool dulall cilgsdl 28 plall clball K
Instruments: Disclosures and IPSAS 41, Financial | :dlall g dl 30 plell glhsll  duulaall
Instruments unless it has significant influence over the | ulgadll:41 ole/l clhél) durulnall jlieog (. ilolns
joint venture, in which case it shall account for it in | «ljidiall gqpiiall slc ago wili d 41 @l Lo dulall
accordance with IPSAS 36. Ju=al Boq lgic Luwlyy (JT ale Ly dloll 03 (99
.36 ploll clbéll duulaoll
Separate Financial Statements dlnsioll allall odlgdll
29. In its separate financial statements, a joint operator or | (6 wjliuall (e viny dlnoiall dylall doflgd 0 .29
joint venturer shall account for its interest in: ol elido cqpito o vl gl asyido dloc
a. Ajoint operation in accordance with paragraphs 23— un dinn e LLqu:!J 3
25; and q125-23 wlgell 186q a4)idio duloc |
b. A joint venture in accordance with paragraph 12 of | Jueo @o 12 g@all léog cljidio cquio .
IPSAS 34. 34 plall elhall dpwlaoll
30. In its separate financial statements, a party that | (sl Lopbll e w1y dloasioll dlloll aoflgs oo .30
participates in, but does not have joint control of, a joint | dpbuw @l gy Galg wfiwo cuip 6 Wjluy
arrangement shall account for its interest in: (0 dibo ge Ll OT yle d4piio
a. A joint operation in accordance with paragraph 26; q:26 dp60ll 86q a4idio dlac 1
and glbéll duwlall jueol la6g wlido gquio . il
b. A joint venture in accordance with IPSAS 41, unless | cqpuall Jlec ago il dgall 41 0l lo 41 plell
the entity has significant influence over the joint | &ubd UT lgile wuny Aol 0am (69 wjiiall
venture, in which case it shall apply paragraph 12 of 34 plell clbhsl) anwlaoll jueo o 12 §i60ll
IPSAS 34.
Transitional Provisions aleiil plﬁ:)T

28



192l duwlaall oo (6 Liojg Lab )50l ad)g i

olell clball

dogeuwll dyjell ddlaoll 6 plell glhsll duwlaall pleog aualéo Jula

"a4yidioll iluiill” 37 olell clball auwlaall jusoy daopoll dwljall
©2024 Jlanl

31. Notwithstanding the requirements of paragraph 33 of
IPSAS 3, Accounting Policies, Changes in Accounting
Estimates and Errors, when this Standard is first
applied, an entity need only present the quantitative
information required by paragraph 33(f) of IPSAS 3, for

a0 33 saall 6 63jlgll wldbiall go acyl Lle .31
uwlaall Cilwluadl 3 ploll elbéll auslaall juso
aic welhslg dywlnoll Cilyasil 6 il
of bao agall pjly «Jodl 6all jueall Ian Jubi
sja0ll Liogey aglball @l wlogleall gdjed

the annual period immediately preceding the first annual | 8yiall .3 olell clbsll duulaoll juso 3o ()33 il
period for which this Standard is applied (the | Ul Slodll agiull apall spilo adybull dygiuwll
‘immediately preceding period). An entity may also | jgaug .("6pdilio aéjlull 8jisll") jusall las lgiod Gibh)
present this information for the current period or for | duJlall 6xal) ilogleoll 02 — Ll - dgall Pei (JT
earlier comparative periods, but is not required to do so. | J=0) dllbo cuuy lgidlg dé)lw &ijléo ljisl gT
el
Joint Ventures—Transition from Proportionate rwlill anqill dsyb o JWiill - a5yl 2yjluall
Consolidation to the Equity Method dysloll (§gdn adyib I
32. When changing from proportionate consolidation to the | déyb (J] rwlidl apqill asyb go Jiill aic .32
equity method, an entity shall recognize its investment | (0 o) Llodiwl dgall Cudi UT L1y dilo (dubloll (Ggdn
in the joint venture as at the beginning of the | — d&ylull 6iall @l 6 9o lod elyiwall ggpuall
immediately preceding period. That initial investment | ail ole (PJngI Jlodiwl ey Guldy oi wiyg Opdlio
shall be measured as the aggregate of the carrying | il iloljilllg Jan il ayisall awsll eaqall gliall
amounts of the assets and liabilities that the entity had | &yg.b (ST 3 0 Loy Lwlis — &yl — &gl Lgiang
previously proportionately consolidated, including any | (0ilJ opguull cuil 13lg .3lgaiwl cilloleo e dlwli
purchased  goodwill ~arising from  acquisition | dcgoao ] gT 261l 6aJgo j.lﬁT 6309 | - 16yl — il

transactions. If the goodwill previously belonged to a
larger cash-generating unit, or to a group of cash-
generating units, the entity shall allocate goodwill to the
joint venture on the basis of the relative carrying
amounts of the joint venture and the cash-generating
unit or group of cash-generating units to which it

belonged.

ol gl le vy ails .asill 8algo wilang go
p-.]-ajl (J_ULLUT U_LC lﬂ - & II gg - 6}_9_|:;.JJI .« v
6alqall 6a0qllg wljidall cquital) duwill dypioall
cuils Sl asill salgall cilangll dcgano gl aail

Lo eygil (oo
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The opening balance of the investment determined in
accordance with paragraph 32 is regarded as the
deemed cost of the investment at initial recognition. An
entity shall apply paragraphs 43-48 of IPSAS 36 to the
opening balance of the investment to assess whether the
investment is impaired and shall recognize any
impairment loss as an adjustment to accumulated
surplus or deficit at the beginning of the immediately

preceding period.

32 &pa0ll [Boq 3290 jlofiwll olio Ul 2oyl a%)
Lug GJodl wldyl aic jlaitwil) dnjieall dalaill
duwlaoll jueo o 48-43 cilall @b of dgall le
Jadiwdl) (olioll upyl e 36 ololl glbsll
g aiogd Cibus 26 jladiwdl gls 1] lo oygéil
loil ole ansdll ;6 b §jlus ol culi of Lgyle
agyludl agiall @lay 6 @Sljiall ja=ll ol ilal Jyass

Bpiho -
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34.

If aggregating all  previously proportionately
consolidated assets and liabilities results in negative net
assets, an entity shall assess whether it has legal or
constructive obligations in relation to the negative net
assets and, if so, the entity shall recognize the
corresponding liability. If the entity concludes that it does
not have legal or constructive obligations in relation to
the negative net assets, it shall not recognize the
corresponding liability but it shall adjust accumulated
surplus or deficit at the beginning of the immediately
preceding period. The entity shall disclose this fact,
along with its cumulative unrecognized share of losses
of its joint ventures as at the beginning of the
immediately preceding period and at the date at which

this Standard is first applied.

6angall ciloljillllg Jgodll 2109 g100i 24 loaic
oy allo wlbu Jgol 6lo o] Duuwlis - Tyl -
of azolbi wiliolg Lgdle ils 13] Lo pgsf of agall L
a5 139 w bl Jopdl olny @leh o dion
Ol cuii of @gall Gle wiay dils wsllas ol
cilolg Lgale guyd ail ] dgall (alad loaicq . Jiléall
Al Jgo Il oloy @loh lass duias of ok
losle w2y g8Jg Jilboll el culi of Lol joay Lo
oall &y o esliall jasll ol ilall Jasi of
03 ge andi of dgall Lle Linyg Bpdlio — agylul
ne esliall lguni 2o — s ) Ui — dauenll
alay o lod adyidall lgeylito Plus o cuiall
b @b sl aylll ;59 - Bpiblso — &8)Luull 8jial

650 Jodl ol 12m

34

35.

An entity shall disclose a breakdown of the assets and
liabilities that have been aggregated into the single line
investment balance as at the beginning of the

immediately preceding period. That disclosure shall be

Joodl dnai ge apal ol dgall Gle vy
uoy aolg Jéiwo ai 0 Cieod 9 Q,JJI Ciloljil Uig
L12g Bpilio — adybull spiall &lay 9 Lo jlatiwll
gylitoll pr0al deao asyhy olooyl as) of

.35
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prepared in an aggregated manner for all joint ventures | J@iill wldbhio dgall lgde &by Ul @il
for which an entity applies the transition requirements 36-32 Liligall o Lg.dljhu.a.ll
referred to in paragraphs 32-36.

36. After initial recognition, an entity shall account for its | ¢c wuwlad OT dagall e vy .(_T,Jg_clll il a9y .36
investment in the joint venture using the equity method | ddyb pladlwl wiioll gguioll o Lojloiiul il
in accordance with IPSAS 36. 36 ole)l glhéll duwlaoll ueol lBog @alall Ggén

Joint Operations—Transition from the Equity Method to Gl dllall Ggén daayb o Jaill — adpiiuall cillasll
Accounting for Assets and Liabilities ciloljil g Jgo Il e auwlaall

37. When changing from the equity method to accounting for | ¢ duwlaall ] dialall (§gén adyb go Jlaiill aic .37
assets and liabilities in respect of its interest in a joint | dilac 6 lgipoy @leiy logo wloljilulg Janll
operation, an entity shall, at the beginning of the | ddylull 6jiall &ylay 6 Agall (e ciny dilo Wd5phuo
immediately ~preceding period, derecognize the | duwlaoll Cod (s3I jladlwll Cld] 2l OT Bpblo -
investment that was previously accounted for using the | agu (§Tg alall §gén asdyb olaaiwl — &)l - dic
equity method and any other items that formed part of | Ll (6 dgall jlatiwl Olo @o IZjp Cilam (_ng N
the entity's net investment in the arrangement in | 36 ploll clholl duulaoll juoo o 41 6160l Gog
accordance with paragraph 41 of IPSAS 36 and | lgimay @l=i Louo oljillg d.DTdﬁ 0 lpund u.ujUTg
recognize its share of each of the assets and the | ()gai 2B &gl (sf ela 6 lay d5piuall dlasll (6
liabilities in respect of its interest in the joint operation, Jlodiw ) dypi6all doudll oo gjo Al
including any goodwill that might have formed part of
the carrying amount of the investment.

38. An entity shall determine its interest in the assets and | Ciloljilllg Jgo il 9 lginn 220 (JTELQL}“ wle vy 38
liabilities relating to the joint operation on the basis of its | lgHgén U.ULu.IT Sle adiioll adosll dsleioll
rights and obligations in a specified proportion in | gusiq .oflall wuijill lE6q 63390 duwis lgilinlgg
accordance with the binding arrangement. An entity | g0 ciloljlllg JooiU dugdll dyioall awll dgall N
measures the initial carrying amounts of the assets and | &lay (6 Jladiwll dyisall doysll ge lglno Ju5
liabilities by disaggregating them from the carrying | Llogleoll U.uLuJT e — opblbo — aaluwll 8yisll
amount of the investment at the beginning of the | (§géo ddyb @uhi 6 dgall J15 o doaAiwall
immediately preceding period on the basis of the aaloll

31



192l duwlaall oo (6 Liojg Lab )50l ad)g i

olell clball

information used by the entity in applying the equity

dogeuwll dyjell ddlaoll 6 plell glhsll duwlaall pleog aualéo Jula

"a4yidioll iluiill” 37 olell clball auwlaall jusoy daopoll dwljall
©2024 Jlanl

method.
39. Any difference arising from the investment previously | cwai (s3Jl jladiwdl ge gl Gpo (STJ &=y Loy .39
accounted for using the equity method together with any | @4lall §géo aéypb olaaiwl — &ilw — dic duwlaall
other items that formed part of the entity’s net | dgaJl jlodiwl 6lo Go Zjo b sl agh LsT 20
investment in the arrangement in accordance with | glhéll duwlaall jueo o 41 686l lEog Ll o0
paragraph 41 of IPSAS 36 and the net amount of the | .dixall ciloljilllg JonIU o]l 2liollg .36 olell
assets and liabilities, including any goodwill, recognized :OT L1y dilo Gyguw (sf el o Loy
shall be: Jiasi 20 jlaitwllly @lel 8a:d sl Jilso apa] |
a. Offset against any goodwill relating to the investment | (0 Q4ljiall jasll gT SHilell hléo o Gpo (ST
with any remaining difference adjusted against | 2luoll g4y loaic 6phlo — adylull dpiall &lay
accumulated surplus or deficit at the beginning of | U3 (0 lay dilall Wiloljilllg Jan iUl olnll
the immediately preceding period, if the net amount | 4. (spal 2giy (sTg) Jlodiwdl o pal Bygals GT A
of the assets and liabilities, including any goodwill, dilid] olall (@gall jlaiiwl 6lo o 2o
recognized is higher than the investment (and any | &l 6 e5lall jpsll gT i)l flso Jas) .
other items that formed part of the entity's net | gloll (g4 loaic Bpulio — adjlwll &jisll
investment) derecognized. els o Loy Wdiyioll diloljillig Jap il ol

b. Adjusted against accumulated surplus or deficit at | Cul4ul (5}:')7391; ng)JLnihu_lll oTs) doT.o;,g_m (sT
the beginning of the immediately preceding period, if ailil 2lall (agall jlodiwl ol o gjo
the net amount of the assets and liabilities, including
any goodwill, recognized is lower than the
investment (and any other items that formed part of
the entity's net investment) derecognized.

40. An entity changing from the equity method to accounting | dyalall (§g6 déyb go Jill Sl dgall (e vuny 40
for assets and liabilities shall provide a reconciliation | d&ylbo 0285 UT ciboljilulg Jgodll ge duwlroll LI
between the investment derecognized, and the assets | Ciloljilllg Jgoilg .aili w2lall jlafwll gy il

and liabilities recognized, together with any remaining

difference adjusted against accumulated surplus or

Bydilio — aaluwll dpiall ajlay 6 o4ljiall jasll

32



&yageuwll aypell @alaall 6 ololl glhall duwlaall leog awslao Juls
"asyidiall Cilyiyill” 37 plell glhall dpwlaall jheay dassall dwljall
©2024 jlapl

192l duwlaall oo (6 Liojg Lab )50l ad)g i

olell clball

deficit, at the beginning of the immediately preceding

period.

Transitional Provisions in an Entity's Separate Financial

Statements

dgall dlnaiall aylall eflgall .6 aylaiil pléof

41. An entity that, in accordance with paragraph 58 of IPSAS
6, Consolidated and Separate Financial Statements, was
previously accounting in its separate financial
statements for its interest in a joint operation as an
investment using the equity method, at cost or in
accordance with IPSAS 41 shall:

a. Derecognize the investment and recognize the
assets and the liabilities in respect of its interest in
the joint operation at the amounts determined in
accordance with paragraphs 37-39.

b. Provide a reconciliation between the investment
derecognized, and the assets and liabilities
recognized, together with any remaining difference
adjusted in accumulated surplus or deficit, at the

beginning of the immediately preceding period.

ol=ll clhsl) duwlooll jueo o 8)88)l 0as Ciddn] 41
37

lgal cidbash by lgill 68all 0as Ciean
plll glbsll dadgall duwlbaall jleo gulao
aulgy wan Pl cillanl gl wleo Lingay
Gubi dslaoll 6 anicl g Gle aalivo
Gl e adiall plell elball dnulhall pleo
2ty olell lball algall dnwball pleal jlan]

-20lg gl

Accounting for acquisitions of interests in joint operations

d5iio Gldoe (o6 (ona Gle dlgaiwdl e duulaall

41A. IPSAS 40, Public Sector Combinations, issued in January
2017, added paragraphs 24A, 42B, and AG33A-AG33D.
An entity shall apply those amendments prospectively
for acquisitions of interests in joint operations in which
the activities of the joint operations constitute
operations, as defined in IPSAS 40, for those acquisitions

occurring from the beginning of the first period in which

Cilsog wh2q 124 cilsall dgall Gibi of Loy 41
oo Glotwe  pU 533-133  @ubill oLy
Gl ddpidnall cllasll o poo Gle Hlgaiwll
jueo 6 @opeo e ld willac lgibuil Jads
el awudy cliag 40 plo)l clbhsll éuulaall
Lo Guby 650 Jol @l o iani il wlslgaiwl
didall gl glo clal dagig cilall oam

hsall Gl i U Cuny 858all 0am ilac
doui lpl Gl Bppall ovm o lgd] Jbal
adgall dwlbrall pleo gulao Lglsal cilhaeil

0 oo Linga) ololl glbsll
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it applies those amendments. Consequently, amounts
recognized for acquisitions of interests in joint
operations occurring in prior periods shall not be

adjusted.

Ul @5ptioll wllosll 6 apo Gle wiblgaiwll
Lghaei jooy U asilw wiljio (6 oo

Effective Date

oyl 5\

42. An entity shall apply this Standard for annual financial
statements covering periods beginning on or after
January 1, 2017. Earlier application is encouraged. If an
entity applies this Standard for a period beginning before
January 1, 2017, it shall disclose that fact and apply
IPSAS 34, IPSAS 35, IPSAS 36 and IPSAS 38, Disclosure
of Interests in Other Entities, at the same time.

pilgall le jusall lan @ihi of dgall Gle cigy 42
pouwd 31 o Ty ciljis ey Lill agiwll dylall
Sl @ubil Qe 2auiyg Aylill elis agy g 2022
31 Jib oy 836 e jusall las dgall cudib 13]
olg @deall clli ge anai of oy 2022 jauy>
Jueog 34 ploll clbsll duubboll jueo (Gibj
clhall auulaall ju=og .35 ploll glbéll dpwlaall
olootll 38 plell glbéll duwlaoll jueog 36 olell
auwéi C16gll (6 s3I ilgall (6 anall e

2022 pouns 31 ggay ju=all glpw ayli Jac
duwlaall leo @Gubi anisall Aylil dgs
asloall .6 olsll glhall

42A. Paragraphs 5 and 6 were deleted by 7he Applicability of
IPSASs, issued in April 2016. An entity shall apply those
amendments for annual financial statements covering
periods beginning on or after January 1, 2018. Earlier
application is encouraged. If an entity applies the
amendments for a period beginning before January 1,
2018, it shall disclose that fact.

ololl clball auwlaall Juso o 888l 0am C1oan] 142
37

lglsal withaeh bup lgidl 888l oam Cis3n
ploll clball algall duwlbhall juleo yulao
aulgy wan el wllanl gl wleo ingay
ool Lle aisll plall elball dnulhall pleo
)l plell clholl adgall duwlboll pleal jlan]

.20lg glpw

42B. Paragraphs 24A, 41A and AG33A-AG33D were added by
IPSAS 40, Public Sector Combinations, issued in January
2017. An entity shall apply these amendments
prospectively for annual financial statements covering
periods beginning on or after January 1, 2019. Earlier
application is encouraged. If an entity applies the

amendment for a period beginning before January 1,

olol elball duulooll Jueo o 8)8all 0am Cu630] 42
37

lglsal vithaeh by lgill 88l 0am Cis3n
okl clbsll dadgall duwbaoll pleo gulao
aylgiy Wjan sl ljlan] ol jyleo Lidgay
Gubi dsloall (o anicl g Gl aaliao
Gianl e agivall olell clbsl) dnwlholl leo
2yl plell glboll adgall dpwball pleal jlan]

-20lg glpw
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2019 it shall disclose that fact and apply IPSAS 40 at the

same time.

42C. Paragraph 32 was amended by IPSAS 40, Public Sector
Combinations, issued in January 2017. An entity shall
apply this amendment for annual financial statements
covering periods beginning on or after January 1, 2019.
Earlier application is encouraged. If an entity applies the
amendment for a period beginning before January 1,
2019 it shall disclose that fact and apply IPSAS 40 at the

same time.

ol=ll elbal) duulaall jJueo o 6)8all 0as 1d30] 042
37

lgsal cibash buip lgill 68all 0as Ciean
plll glbsll dadgall duwlbaall jleo gulao
aulgy wan Pl cllanl gl wleo Lingay
Gubi @slaoll 6 anicl g Gle aalivo
ol e adiall plell elball duulholl pleo
2ty olell elbell algall dnwball pleal jlao]
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42D Paragraphs 28, 30, 41, AG11 and AG33A were amended
by IPSAS 41, issued in August 2018. An entity shall apply
these amendments for annual financial statements
covering periods beginning on or after January 1, 2023.
Earlier application is encouraged. If an entity applies the
amendments for a period beginning before January 1,
2023 it shall disclose that fact and apply IPSAS 41 at the

same time..

ol glhél) duwlbboll jueo o 6)88ll 0am Cuban] 242
37

lglsal vithaei by Lgill 8j8all 0am Cisan
o)l glhall dalgall duwlball jleo yulao
aylgy wao el cljlan] gl wleo Lingay
Gubi d@sloall Lo anicl g e dalivo
Gianl e agiall olell clbsl) duulholl jleo
2ty ololl elboll algall dnwball pleal jlan]
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42E. Paragraph AG33CA was added by Improvements to
IPSAS, 2018, issued in October 2018. An entity shall
apply this amendment to transactions in which it obtains
joint control on or after the beginning of the first annual
financial statements covering periods beginning on or
after January 1, 2019. Earlier application is permitted. If
an entity applies this amendment for a period beginning

before January 1, 2019, it shall disclose that fact.

olell glhsll duwlroll Jueo o 6i68ll 0am Cioan] 242
37

lglsal withaeh by lgidl 888l oam Ci63n
olell ¢lhall dlgall dwlhall pleo Gulao
aulgy wan @l cljlanl gl wleo Lingay
Gubi @sloall o anicl g Gle dalivo
ool Lle aisll plall elball dnulhall pleo
ayliy olell clhsl dylgall duwlhall pyleal jlan)
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43. When an entity adopts the accrual basis IPSASs as
defined in IPSAS 33, First-time Adoption of Accrual Basis

ololl clball duulaoll puleo dgall Gibi loaic 43

8 85135 o logws @asbwll gl Lle dil
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International Public Sector Accounting Standards
(IPSASs), for financial reporting purposes subsequent to
this effective date, this Standard applies to the entity's
annual financial statements covering periods beginning

on or after the date of adoption of IPSASs.

Juloo duhi 33 plll clbhsll dauulball jhso
Glo2iwlll qwlwl e dricall olell clbsl duuvlaall
lae glpw Ayl asy Sl ysill el 6o Jodl
ddlall adlgall e @ibiy ju=all 132 glo L=l
@ub 2yl 0 Tag o bl Gl dgall dgiul

Ayl elds a9 gl ploll elbal) duwlbboll jleo

Withdrawal and Replacement of IPSAS 8 (December 2006)

pouyd) 8 olell glbhsll duuboll jheo Jidlg wiouw

(2006
44, This Standard supersedes IPSAS 8, /nterests in Joint | olo)l clhéll duwlball jueo o 8184l 0am C1oan] 44 LQ_LDJT Gdbasi buip lgill 6j8all 03 Cioan
Ventures (December 2006). IPSAS 8 remains applicable 37 ol clboll ddgall dwwboll wleo Gulao

until IPSAS 37 is applied or becomes effective,

whichever is earlier.

aulgy cuan sl ciljlan] gf jyleo Lingay
Gubi dslaoll 6 aaicl g Gle aalivo
Gianl e agiall olell clbsl) duulholl jleo
2ty ololl elboll algall dnwball pleal jlan]
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This Appendix is an integral part of IPSAS 37.

& _9

37,0Lsz//‘c[b_QUQuub.aJ//[qu.0//;w_U/cp(_qg.[aj//mm

1.

The examples in this appendix portray hypothetical situations. Although some aspects of the
examples may be present in actual fact patterns, all relevant facts and circumstances of a

particular fact pattern would need to be evaluated when applying IPSAS 37.

26 aliodl Liilgsy Py ol go el Gle aplio Ul bl @aloll 13 6 dioll apgi .1
i3 Logibllg (@ilanll eran ougal i ail U] aulsall ilsgll blol (0 63gog0 (g4
37 plal elbal) duwlball jueo Gubhi aic 2300 26lq bail dnll

Joint Arrangements

as il el

Binding Arrangement (paragraph 8)

(8 sy80ll) pjlall Lyl

2. Consistent with the definition of binding arrangements in this Standard, this discussion of | (Gihij dojlall Culyiil) duslioll oam glo Jueall 15 6 dojlall ljill Layyei 20 Bluwil .2
binding arrangements is also relevant to enforceable arrangements created by legislative or Auauaii dlbow gT syl dbluw LgJ:Dgl Sl slei W allell il Gle L5J|
executive authority.

3. When joint arrangements are structured through a separate vehicle (see paragraphs AG19- | glo (33-19 @ubil cilsldy] cilige phil) Joaio gbd pe asdpdivadl bl eubii ade .3
AG33), the binding arrangement, or some aspects of the binding arrangement, will in some | gl ol g Gl Ay 6 gpim ool Ll wilgs e gT ool Lyl
cases be incorporated in the articles, charter or by-laws of the separate vehicle. sl aing gT adliwo 0olqo (-6 Jpaiall

4. The binding arrangement sets out the terms upon which the parties participate in the activity | cgngo g (sall bludl o wolib Il lgingoy ejliy Sl bapidl ojladl iyl 5aay 4

that is the subject of the arrangement. The binding arrangement generally deals with such

matters as:

a. The purpose, activity and duration of the joint arrangement.

b. How the members of the board of directors, or equivalent governing body, of the joint
arrangement, are appointed.

c. Thedecision-making process: the matters requiring decisions from the parties, the voting
rights of the parties and the required level of support for those matters. The decision-
making process reflected in the binding arrangement establishes joint control of the
arrangement (see paragraphs AG5-AG11).

d. The capital or other contributions required of the parties.

e. How the parties share assets, liabilities, revenues, expenses or surplus or deficit relating

to the joint arrangement.

o Jiluwo Logac oflall il JQUJJ uup_ll
el iyl 6209 bl (o

yidiall cuill Lo @aleall “ansiall digll ol ojladl qulnao cloel gusi a_m_l_‘a A
cugnill Lo Lolib Il §gén wolib Il go ciljlys wilbir il jgodl sl alail aae o
olall il (6 63l liall lail diloc (528 Jgodll 0ag) Liglhall acall (sgiuog

(115 @uhil cilabi] vl dil) cuiill Gle dasyidio sphyw dwjloo
olb Il go aglboll oIl cilasbuall gl Jlodl gul; 5
gl wilogpoall bl gl wiloliyl W Jgodl Lo wolibIl lgw awleh LUl &wisll @

il Lwipll asleioll jasll gl (el

Canslall dirgl” allhino "asllsll 595 Lolib I ge alno Ul 20 olell clhal) anulaoll jleo ang; 2
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Joint Control (paragraphs 12-18) (18-12 by8all) asyidiall spbyuull
5. In assessing whether an entity has joint control of an arrangement, an entity shall assess | 13| Lo _IJ=9T agall pé.(_)j QT oy il e aspiie 8pbuw dgall (sa glb 15l Lo pygéi aic .5
first whether all the parties, or a group of the parties, control the arrangement. IPSAS 35, | éuwlall jleo woieig .uijill (e phuws wolbdl 4o dcgano gT Lolib Il 900 Cuils
Consolidated Financial Statements, defines control and shall be used to determine whether | cuil% 15| lo 23203 0235%uy UT winug oybudl L6a0gall dulall ailgsll 35 plall clball
all the parties, or a group of the parties, are exposed, or have rights, to variable benefits from gT il 20 agblijl oo 6usiall 2oliall (i wolib 1l o dcgoao gT ol Il 2100
their involvement with the arrangement and have the ability to affect those benefits through | o goliall ¢lli Jle ).LJT_L” ole 6218 wuils 15] Log épiall poliall elli (6 (Ggén Llgya)
their power over the arrangement. When all the parties, or a group of the parties, considered | J4uu «olb il o dcgano gT wolibdl 2100 3945 loaic .l e lgiblw JUb
collectively, are able to direct the activities that significantly affect the benefits from the | vl qo @aéaioll 2oliall e ago Jouy pai Gl dhuiidll agi Sle 636 el
arrangement (i.e., the relevant activities), the parties control the arrangement collectively. elon Jauiu cill Gle fhuwd welib 11 glo (aloll vils absiudl i)

6. After concluding that all the parties, or a group of the parties, control the arrangement | «scla J4Aiuy iyl Gle thiwi wolib 1l (4o degano gT‘Lbl}ijl 200 U‘T Sl dogillaey .6
collectively, an entity shall assess whether it has joint control of the arrangement. Joint | @5yiuall 8wl 945 iyl e dbpiio 8pbuw Lgyal gl 13] Lo dgall péﬁj UT oy
control exists only when decisions about the relevant activities require the unanimous | Lolib Il (o clan b ddolgo alnll cils dbudydll ULm llsll b loaie béo doils
consent of the parties that collectively control the arrangement. Assessing whether the | 8yl 2y (2l cuipill gl 15] bo pygéi cilbly . clas JAsiy il e by Sl
arrangement is jointly controlled by all of its parties or by a group of the parties, or controlled | 25lg woib 61wl 24y gT Lolb Il o dcgano Jud oo gT ‘ml}bT 2100 Jud o d5iio
by one of its parties alone, can require judgment. .plﬁ::T o] CLO|J.b| oo boo
7. Sometimes the decision-making process that is agreed upon by the parties in their binding | ojloJl c il (0 wolb Il Jus o lgde @ai) Sl jhall slail dloc (5287 oIl (Asy o 7
arrangement implicitly leads to joint control. For example, assume two parties establish an | ¢u20 Ll 2oq guopb ol ool (Jiall Juw Gle dion abpuo 6ibw equii L]
arrangement in which each has 50 per cent of the voting rights and the binding arrangement | ojll wlodl logiy ojlo)l il 2a05g cugndl Ggén o %50 aw logio J5 elloy
between them specifies that at least 51 per cent of the voting rights are required to make | 03@ (6 .cugnill §gds o Jodl (e %51 5 anll wils abuidll ULJJJ s alaid
decisions about the relevant activities. In this case, the parties have implicitly agreed that | 3lAil g4oy U didl Lyl e a4y 6phw lagial QT Gle lan gloghll golgy alll
they have joint control of the arrangement because decisions about the relevant activities ool 15 asolgo 9o adl cils dbuiidll Jgo ciljlys

cannot be made without both parties agreeing.

8. In other circumstances, the binding arrangement requires a minimum proportion of the | Jgo iljld alail cuygndll §gén (o (_,J':)T 120 ojlall il b AL_ng cogiph o .8
voting rights to make decisions about the relevant activities. When that minimum required | cygnill §géa o wglball Giadll 2aJl G167 glho Ul gg4y loaic alnll cils dbiiil
proportion of the voting rights can be achieved by more than one combination of the parties | Wiy wuill s g4y U oo @§aii Sl wolb I 3o 630lg dcgano 3o }_Lfl' Qb e
agreeing together, that arrangement is not a joint arrangement unless the binding | cloodl (§olgi UT oy GUI (Lolib 1l dcgano gT) Lol Il ojplall iyl 530y 0 Lo Byisio
arrangement specifies which parties (or combination of parties) are required to agree il o doll als dhuiu b asleiall ciljlall e
unanimously to decisions about the relevant activities of the arrangement.
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Application Examples abuhi aliof
Example 1 1 JUo
Assume that three parties establish an arrangement: A has 50 per cent of the voting &g8n o %50 T worhll ellay oo iy 2oy Igold I_Ol_}bT ajli UT g a]itey
rights in the arrangement, B has 30 per cent and C has 20 per cent. The binding 3309 %20 "o" copbll elloy (uo 0 %30 "' Loybll ellay il (6 Cygnill
arrangement between A, B and C specifies that at least 75 per cent of the voting rights Jodl e @lail el gq4y UT oy aif e gy’ Nk colyb Il ¢ ojladl Lyl
are required to make decisions about the relevant activities of the arrangement. Even el .yl o aoll ails dbhuii JI ULuu s alail cugnil §géon o %75
though A can block any decision, it does not control the arrangement because it needs dsolgo JJ aling aill wuipill Gle by U ail Ul gho (§T 210 diboy T ol UT e
the agreement of B. The terms of their binding arrangement requiring at least 75 per @gdo o Joll Lle %75 wulbiy (sall pjloll wuijill bgpd apgig 'u” Lophll
cent of the voting rights to make decisions about the relevant activities imply that A 6ibuw glblas "w'g T arobll UT.} alndl culs abuad dl UT.uJJ il sl cygndl
and B have joint control of the arrangement because decisions about the relevant il o doll wils dbuiil Jgo wiljls alail géay U adl cwipl Gle dspidio
activities of the arrangement cannot be made without both A and B agreeing. Su'g T ol o J5 dsolgo (ygo
Example 2 2 Jlo
Assume an arrangement has three parties: A has 50 per cent of the voting rights in cugnil §géa 3o %50 i copbll ellay (gue0 Ly (0 l_Dl}bT ailli ngag Ppdi
the arrangement and B and C each have 25 per cent. The binding arrangement wolib Il ojlodl il 530yq %25 "o'g " glogbll ellay o 0 il 6
between A, B and C specifies that at least 75 per cent of the voting rights are required cugndl §gén oo %75 Jodl Lle @Glail wlis gq4 UT Y] ail e "a"g U ST
to make decisions about the relevant activities of the arrangement. Even though A can i wopbll QT oo acl Gleg .oyl o dnll ils dhui Dl UELUJJ Cljls alaid
block any decision, it does not control the arrangement because it needs the gT ‘w" Lopbll dsolgo (Sl oling @l Cipll e by U ail Il (§T 2i0 didoy
agreement of either B or C. In this example, A, B and C collectively control the il Gle elon Jauy "o"g Nk colyb 1l phywi  JUall 13s 0 ."2" Loybll
arrangement. However, there is more than one combination of parties that can agree e @Golgi (_'JT oy Gl wolyb Il 4o 830lg degono (o J.J.ﬁT e s o el
to reach 75 per cent of the voting rights (i.e., either A and B or A and C). In such a o bl gT "'g T wsohll o] (si) cugodl Ggén o %75 diuwi bo Jl Jgogll
situation, to be a joint arrangement the binding arrangement between the parties Ja0y UT 2y Byiio Wip ojladl wuipill gg4u o abll oas Jio w0 (2" g T
would need to specify which combination of the parties is required to agree wle cloo b Golg OT oy Gl wolibdl g0 dcgano wolibll g ojlall cjill
unanimously to decisions about the relevant activities of the arrangement. il o dndl cals dbuii Ib dslsioll caljlall
Example 3 3 Jlio
Assume an arrangement in which A and B each have 35 per cent of the voting rights 0 Cugndl §géo o %35 "'g T aobll o 5 awd elloy iy agag (PO
in the arrangement with the remaining 30 per cent being widely dispersed. Decisions Joo el culbii 2wlg @b Gle %30 ag diall duuill 21jg7 20 il
about the relevant activities require approval by a majority of the voting rights. A and étbuw "W'q T gloybll ellay .cygndl Gadn CLLLLC| aaolgo anll vils dbddl
B have joint control of the arrangement only if the binding arrangement specifies that caly dbuidl Jgo culjljall UT e ojladl cuipdl (pd 18] béo wuipdl e dbpio
decisions about the relevant activities of the arrangement require both A and B Su'g T asopbll o U5 dsolqo wulbhil cuyipill (o anll
agreeing.
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9. The requirement for unanimous consent means that any party with joint control of the | ol 0 il Gle 5o épbyuw @l wopb (§T ol iz clon by ddslgall Ldhio o] .9
arrangement can prevent any of the other parties, or a group of the parties, from making | (pgnAy) aolg wiily o Wljls 3Ail go wolibll o dcqano gT ol Logb (§T 2iay
unilateral decisions (about the relevant activities) without its consent. If the requirement for | dgslgall le Jgnall wdhio gl 13] disslgo (Je Jgoall yga (@l wils dbuisl
unanimous consent relates only to decisions that give a party protective rights and not to | Jgo caljlally @leiy Ug @los §gén lueo lohb bl Ul alliell heo @lei cloo il
decisions about the relevant activities of an arrangement, that party is not a party with joint il Gle daspie 8ibw (3 b wobll ggsy U wewigdll 0 dollwls dhui Dl

control of the arrangement.

10. A binding arrangement might include clauses on the resolution of disputes, such as | 03® pow 36 .ai4ail Jio woleljdl dqui Jgo bapi ojlall wuijill goni UT adoy 10
arbitration. These provisions may allow for decisions to be made in the absence of | 8ybyw cllai il wlib Il g clao b d@aslgo 2gag pac Jb 0 Wl slail olan il
unanimous consent among the parties that have joint control. The existence of such | Jg @4 bl lenly il yg4y QT oo ol4sdl 03 Jio 1g2q iy U .d5)io

provisions does not prevent the arrangement from being jointly controlled and, By iy gg4s ol g0 il W(Jl eioy
consequently, from being a joint arrangement. asidoll dpbyuull 0gdi
Assessing Joint Control
T olb Il Lol Cugydll o Gt 2
gl wolibll 2100 ojlol uJJpJ 2doy Jo auslanll Jueo
Does the binding arrangement give all the Outside the il Gle dpbupull b Uil go degano olall clba
arties, or a group of the parties, control y
parti group parti . scope of S oelon Jauy 37
of the arrangement collectively? IPSAS37 ,
Yes
Do decisions about the relevant activities alodl cls abuiu Dl oliy cillall Llbi Jo @lbigb
rethJFre the ufnanimousfc;)hnsent:f ali;hte Outside the gT olb Il 9105 g0 clao Ll dsslgall a.uJL;JLzlm.ll JLLS).O
parties, lor of a group of the parties, tha scope of e sy il olb Il o dcgar ol=ll glbal
collectively control the arrangement? IPSAS37 § : 37
Selon Jhu cuipll
x Yes
7 "
The arrangement is jointly controlled: the i J4sy alde }b_uuz) TV

arrangement is a joint arrangement wpLito iy g wuifdll ogsy
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11. When an arrangement is outside the scope of IPSAS 37, Joint Arrangements, an entity
accounts for its interest in the arrangement in accordance with relevant IPSASs, such as
IPSAS 35, IPSAS 36, /nvestments in Associates and Joint Ventures or IPSAS 41, Financial

Instruments.

Gubil Gl
0981 d5pidiall iyl 37 ololl elbsll duwlaall jheo @Gl o) il gg4y loaic .11
Jio .aloll ils plell clbéll duwlholl pleal Bog Cuijill 0 lgino ge duwlolly dgall
gl 6 Cjlatiwd] 36 olell clhall duwlball o .35 olell clhall duwlball o
ddlall cilgadll 41 ploll elbal) duwlaall juso gl @5l 2yliiallg dlofll

Types of Joint Arrangement (paragraphs 19-22)

(22-19 wilaall) eyidiall caipill glgil

12. Joint arrangements are established for a variety of purposes (e.g., as a way for parties to
share costs and risks, or as a way to provide the parties with access to new technology or

new markets), and can be established using different structures and legal forms.

A duwgs JUoll Juw Gle) el go degiio dcgonoal @il ol engi .12
416 ] Jgogll &lhol Lol Bl 2ygji) dliwgs of 4blaallg Laglbil ;6 oo Il auwlel
4alizo uolbs Jhiblg JSm pladiwl L] ghoyg (62,20 Glguwl gl 83120

13. Some arrangements do not require the activity that is the subject of the arrangement to be | .2l 20 .Jnaio gl pe il cgogo ga (3l bludl auei Oyl pey wilbii 1 .13
undertaken in a separate vehicle. However, other arrangements involve the establishment Jpeaio gbs elid] Joui Il oyl Ahey
of a separate vehicle.

14. The classification of joint arrangements required by this Standard depends upon the parties” | Lolib Dl tilvlgg (§gés le jueall 13 lgdbi Sl a5 piall byl weni aaisy (14

rights and obligations arising from the arrangement in the normal course of operations. This
Standard classifies joint arrangements as either joint operations or joint ventures. When an
entity has rights to the assets, and obligations for the liabilities, relating to the arrangement,
the arrangement is a joint operation. When an entity has rights to the net assets of the
arrangement, the arrangement is a joint venture. Paragraphs AG16-AG33 set out the
assessment an entity carries out to determine whether it has an interest in a joint operation

or an interestin ajoint venture.

Lo] a5 piiall byl Jueoll 13m wainyg .Wldael slisall Glud! o il ge &bl
wlolgg . Jendl 6 §gan dgall (s2) yghy loaicg 5o gyl gl dbjiito illass
dgall (53 ygA loaicg A5puo ddac ga il gody il ddleiall wWlolidl e
Gubil sl o o3 Byt legpiio il 998 il Joof 0o .0 Gga>
dno gl ddjuo dlac (6 doo Lgya) Cuils 15] o ayanil dgall ayai Gl oygaill 36-16

o ggpuo (0

Classification of a Joint Arrangement

tiioll gl oo

15. As stated in paragraph AG14, the classification of joint arrangements requires the parties to
assess their rights and obligations arising from the arrangement. When making that
assessment, an entity shall consider the following:

a. The structure of the joint arrangement (see paragraphs AG16-AG21).
b.  When the joint arrangement is structured through a separate vehicle:
i. The legal form of the separate vehicle (see paragraphs AG22-AG24);
i. The terms of the binding arrangement (see paragraphs AG25-AG28); and

iii. When relevant, other facts and circumstances (see paragraphs AG29-AG33).

g3 Lolib Il (o asidiall bl coting wilbiy 14 Guhill cilaliy] 666 46 3g) Las .15
0 23U ol agall e oy yaygaill el el aic il ge albll lgibolgg Lasgan
1l Lo gluunll
(21-16 @ubill cilaliy] wilyes yhil) il ol Jse
Jpaio gls J4s go ehisiall cuipill JSug) boaie .o
q 4(24-22 Guhill vl whso (kil) doaiall glsl olhdl Jasd!l (1)
q:(28-25 @Guhill calsLiy] viliss hil) ojlall Lyl bapui (2)
=29 @ubil cilaliyl wiles phil) spadl wogrbllg @flaadl Lafilo gg4y dus (3)
(33

Structure of the Joint Arrangement

chidiall il J4sm
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Joint Arrangements not Structured Through a Separate Vehicle

Gubill cilalisy]
bio gli5 Jubb g0 dliugs e Eyiiio iy

16. A joint arrangement that is not structured through a separate vehicle is a joint operation. In
such cases, the binding arrangement establishes the parties’ rights to the assets, and
obligations for the liabilities, relating to the arrangement, and the parties’ rights to the

corresponding revenues and obligations for the corresponding expenses.

0 @5t dgloc ge éjlic ga Jnaio s JUs go Jhrgl U (sall eyl caigill g4y .16

oc agilolg Gleg (Jan Il o Wbl §gés e pflall Ll oy il o3 Jio

oc wlolglly dblaall Gbblpll 6 bl @géng il &leiall wiloljiLl
ablaoll cilogpnoll

17. The binding arrangement often describes the nature of the activities that are the subject of
the arrangement and how the parties intend to undertake those activities together. For
example, the parties to a joint arrangement could agree to deliver services or manufacture
a product together, with each party being responsible for specific areas and each using its
own assets and incurring its own liabilities. The binding arrangement could also specify how
the revenues and expenses that are common to the parties are to be shared among them. In
such a case, each joint operator recognizes in its financial statements the assets and
liabilities used for the specific task, and recognizes its share of the revenues and expenses

in accordance with the binding arrangement.

wolpb Il (sgif Lassg Luiiill 9050 (oo il dbuin Il asub Llell 6 oflall Lyl cany 17
e elpidall il wlibl @i of gy WJlodl Juw Gle 5o abuiidl oags olsll
63300 oo ge Jgduo wob J5 gghy ‘s 120 gm0 aiio 2inj gl tiloaall ajadi
ool L)l 520y of by . aolall ciloll Ul aubing éolall dgol Lopb % 0a3iuug
033 0 gy Lo Llib Dl lgws eljidy LIl wiloginallg cilaly Ul awlsr 4o Lars Lol
wlolifulg Jeodl allall daflgs o ddpiiwll alasll Lo Wilio J5 cub bl
oplall Ll laog wileginallg wilalyll o dins Culig 63300 dagal doaaiuall

18. In other cases, the parties to a joint arrangement might agree, for example, to share and
operate an asset together. In such a case, the binding arrangement establishes the parties’
rights to the asset that is operated jointly, and how output or revenue from the asset and
operating costs are shared among the parties. Each joint operator accounts for its share of
the joint asset and its agreed share of any liabilities, and recognizes its share of the output,

revenues and expenses in accordance with the binding arrangement.

Jondll auwlsi e Jlall Juuw Gle welpiio cuiy o wolib Il Gl 26 sl ealb oo .18

Joui sall Jodl 6 colib Il §gén olall Lyl 530y .dllall 0am Jio 0 .20 lglioiiiig

o Jiddll caglaig Jon Il go slpdl of Wil awled ai) Laydq sy 6jgny

dinng elidoll Jodl go dins Ll @8yl dlasll 6 ¢l J5 pgéig ol

il lfmg Glogpoallg wilalpdl walbbpaall o dibo g wWloljil gTuo lgle (doiall
.opall

Joint Arrangements Structured through a Separate Vehicle

Jsio G5 JUlb o dlsigs Eyiito iy

19. Ajoint arrangement in which the assets and liabilities relating to the arrangement are held

in a separate vehicle can be either a joint venture or a joint operation.

Joaio ol oo il aalsial Aol g Joo Tl aio iy 3l huiall cagsdl of 19
asyido ddac of Byiiio legpiio Lof gg4y 28

20. Whether a party is a joint operator or a joint venturer depends on the party’s rights to the
assets, and obligations for the liabilities, relating to the arrangement, that are held in the

separate vehicle.

vlpidio cqpito o6 jLito gl @4yidiio adoc 0 Bjlito e Lopb gl5 13] bo yani gf .20
Baing Gill iy @sleiall ilolfilll ge dilinlag (Jao Il 6 Lol @gén (le aisy
Jpaiall glall Lo Lg

21. As stated in paragraph AG15, when the parties have structured a joint arrangement in a
separate vehicle, the parties need to assess whether the legal form of the separate vehicle,
the terms of the binding arrangement and, when relevant, any other facts and circumstances

give them:

oS o Byiio Wiy welibdl (3 ggsi loaic 15 Gubill cilsliy] 866 46 155 o5 .21
Cuipill bayisg (Joaiall gual olbll J4il g8 15] Lo aigai ]l walib Il aling . Jnaio
;agaiai sl Logibg @ilsn (sl laiilo yg4y Cing ojlall
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a. Rights to the assets, and obligations for the liabilities, relating to the arrangement (i.e.,
the arrangement is a joint operation); or

b. Rights to the net assets of the arrangement (i.e., the arrangement is a joint venture).

@uhil cilaldy]
adac go cuifdl of ) cwifl dalsioll wblildl ge wiolgg WJgodl o lbgas
gT (&4
(Wyiio gqpio go cuipill ol (sl) Lyl Jaol ol (46 bgas .

Classification of a Joint Arrangement: Assessment of the Parties’ Rights and Obligations Arising

from the Arrangement

Structure of the joint arrangement

v v

Not structured through a

Structured through a separate
separate vehicle

vehicle

!

An entity shall consider:

i. The legal form of the separate
vehicle;

ii. The
arrangement; and

terms of the binding

ii. When relevant, other facts and
circumstances.

Joint operation Joint venture

il ge aall wolb Il ilinlgg (@§go oy ielyiiiall Lyl Laying

wliiiall il Jae

v v

Joaio gbs JUs go Jhigo pe

bl L6 356 of dgall Gle Loy
ol olbill  Jagdl (1)
g :Jpaiall
g :0jlall Lyl bapd (2)
lojllo  gyg4  loaieg (3)
Il cogihllg @ilanll

asyiio dlac clpiio ggpito

The Legal Form of the Separate Vehicle

dosiall gl olbill Jaull

22. The legal form of the separate vehicle is relevant when assessing the type of joint
arrangement. The legal form assists in the initial assessment of the parties’ rights to the
assets and obligations for the liabilities held in the separate vehicle, such as whether the
parties have interests in the assets held in the separate vehicle and whether they are liable

for the liabilities held in the separate vehicle.

acluyg eliiall Cuijill £gi augdl o6 o 13 [fol Jnsiall gusl Golbill J4ill ggay .22
Gl ol ge agiliolgg Jgndl 56 Lolib Il §gaa) ol agaill 6 olbill J4il
Beinall Jgodl 6 Bna ellay bl culs 3] b Jio (Joaiall gball 6 Loy Bainy
Jnsiall gldll 6 gy Bainall ol ge @gguo cuils 13] Log Joaiall guAll .6 Lo

23. For example, the parties might conduct the joint arrangement through a separate vehicle,

whose legal form causes the separate vehicle to be considered in its own right (i.e., the assets

28 (sallg .Jnaio gls Juls o elyiviall el dol wlib Il g4y Jliall Juw Gle 23
&0 Loy Bainall viboljil llg Jan Il ol sl) 8k Jnaiall glall jlicl (JI olbil aliud
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and liabilities held in the separate vehicle are the assets and liabilities of the separate vehicle

and not the assets and liabilities of the parties). In such a case, the assessment of the rights
and obligations conferred upon the parties by the legal form of the separate vehicle indicates
that the arrangement is a joint venture. However, the terms agreed by the parties in their
binding arrangement (see paragraphs AG25-AG28) and, when relevant, other facts and
circumstances (see paragraphs AG29-AG33) can override the assessment of the rights and

obligations conferred upon the parties by the legal form of the separate vehicle.

@ubil vl
&0 (Lolib Il wlolitly Jgol vy Jnaiall guall wloliily Jgol o Joaiall g4l
obdl ol Jaill gropbl) doginall Wlolglly (Gganll augar piy bl 0aa
J16 o lgile @aiall bapill 4oy U o i gqpito 9o Luijil ol Gl Jnaioll
Lofilo g4y Cung (28-25 @Gubill wbliyl wljse hil) oflall aguif o wolibll
@a8all aygdi jolaii ol (33-29 @uhill cilaliyl wliae ki) Il Legublly @5laall
Joaiall glall Lol Jaill dbuwlg colib Il @sginall wiliolgllg

24. The assessment of the rights and obligations conferred upon the parties by the legal form of
the separate vehicle is sufficient to conclude that the arrangement is a joint operation only if
the parties conduct the joint arrangement in a separate vehicle whose legal form does not
confer separation between the parties and the separate vehicle (i.e., the assets and liabilities

held in the separate vehicle are the parties’ assets and liabilities).

Joeiall gLal Lolbill J4uiul abulgy b Il dagiaall wilolgllg (§ganll cgdi as) .24

clyiisoll il colyb Il i3ai Jlo ;6 has ajiio dyloc ga Ll ol plitkwll GslS

Jnsiall gldllg olbdl g Joall Gl olbill lgli a8 U Lillg Jodio gld 6
{(Lolib Il wiloljlg Jgol o Jnaiall gldll 6 g Bainall vilboljillg Jgodl of )

Assessing the Terms of the Binding Arrangement

ool L uiyill bouu @197

25. In many cases, the rights and obligations agreed to by the parties in their binding
arrangements are consistent, or do not conflict, with the rights and obligations conferred on
the parties by the legal form of the separate vehicle in which the arrangement has been

structured.

agiliy 6 b Il b go laie @siall “lingllg @gaall ggsi wullall go ayasll 6 .25
J4iul abulg Wbl dgiaall wilolglly Gganll 20 .jleii U gf aduwio dojlall
iyl dlsys Ly i sall Jnaioll glall ol

26. In other cases, the parties use the binding arrangement to reverse or modify the rights and
obligations conferred by the legal form of the separate vehicle in which the arrangement has

been structured.

wlolglly @ganll i o gudsl ojloll il olibIl pariws (sl clb o .26
ayle 2y Cuiill @i ciad sl Josioll gl ol Jasll dhawlg @aglaall

Application Example

Example 4

Assume that two parties structure a joint arrangement in an incorporated entity. Each
party has a 50 per cent ownership interest in the incorporated entity. The
incorporation enables the separation of the entity from its owners and as a
consequence the assets and liabilities held in the entity are the assets and liabilities
of the incorporated entity. In such a case, the assessment of the rights and obligations

conferred upon the parties by the legal form of the separate vehicle indicates that the

parties have rights to the net assets of the arrangement.

4 Jlio
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However, the parties modify the features of the corporation through their binding
arrangement so that each has an interest in the assets of the incorporated entity and
each is liable for the liabilities of the incorporated entity in a specified proportion. Such
binding modifications to the features of a corporation can cause an arrangement to

be a joint operation.

dhlo doo Lopb J5 uellayg dlawo dgo (6 ey Ly dlaugs guoib ols (oyiol
lgwdllo e égall Jno Gle ackuy il 13 aowwall dgall 6 %50 duwui
wloljillg Jgol o dgall o g Bainall ciloljiillg Jgodl ggar wlal g
Lol Il asglaoll iliolgllg Gg8aJl agsl piy )l 0am Jio (40 dlawall dgal
Jool Lolo (0 Lgan wllai Lolib Il ol Ll Joaiall glsll olbil J4iul dbhawlg,
iyl

Lopb 5 ellay cuyny aoflall lguiy Jubs o @spidl wlen Wbl Jasy s 20
alauuall agall ciloljill g Jgguo Loyb J3 ¢g4ig dowall dgall Jgol (6 dno
ol 0 Ly of géay @pidl wlan Gle dojloll ciiaseill 0as Jio 63220 duwi
&5} dlac ga il 1ae ouoy

27. The following table compares common terms in binding arrangements of parties to a joint
operation and common terms in binding arrangements of parties to a joint venture. The

examples of the binding terms provided in the following table are not exhaustive.

Assessing the Terms of the Binding Arrangement

Joint Operation Joint Venture

The terms of | The binding arrangement | The binding arrangement
the binding | provides the parties to the joint | provides the parties to the joint
arrangement arrangement with rights to the | arrangement with rights to the
assets, and obligations for the | net assets of the arrangement
liabilities, relating to the | (i.e., itisthe separate vehicle, not
arrangement. the parties, that has rights to the
assets, and obligations for the

liabilities, relating to the

arrangement).
Rights to | The binding arrangement | The binding arrangement
assets establishes that the parties to | establishes that the assets

the joint arrangement share all | brought into the arrangement or

interests (e.g., rights, title or | subsequently acquired by the

20 @5jiall lasll Lolib T aojlall il o asilidl bopill QI Jgandl glay .27
ole aiodl pisi Wg bl cqpiall Lolibd dojlall wilwiill 6 asilidl byl
oo JWl Jgaall o doasall dojlall bgpidl

opoll Lyl bapi 0yga7

o ggpino d4yiio dlac
colib Il ojlall iyl 028y | o6 Wbl oflall (il 02 bgpis
6gan wliidwll il 6 | oo  logan il iyl | opedl Lyl
ol ) el Jgol Lolo o | wilolifyl ge wlolgg Jgoll
Gy Joeiall LAl Lyl doleioll
@G80 a4l (53l ga wolib Il
oc wlolgg Jopdl 0
(wiyily @lei Gl wloljil Ul
of ole oilall il oy | wobbl ol Gle ejlall Lyl () | G @ganl
got copl Gl Jeodl | o gedilidy bl il Joo i
lg4loi ool a5 il of il | WJUiadl Juw o) goonll gian
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clloy g il Jool | dwy il délsiall Jooll
U s poo sl wolbdl | el Jiadl Juw Gle) 63300
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ownership) in the assets
relating to the arrangementin a
specified proportion (e.g., in
proportion to the parties’
ownership interest in the
arrangement or in proportion to
the activity carried out through
the arrangement that is directly

attributed to them).

joint arrangement are the
arrangement’'s  assets. The
parties have no interests (i.e., no
rights, title or ownership) in the

assets of the arrangement.

oo (@alo gl auwl .§gao
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Guhl il
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u| ol ol cuiil oy
Ugguo ooy wlpiall Lyl
il wlolgg ggid o

Obligations for
liabilities

The  binding

establishes that the parties to

arrangement

the joint arrangement share all
liabilities, obligations, costs and
expenses in a specified
proportion (e.g., in proportion to
the parties’ ownership interest
in the arrangement or in
proportion to the

through  the

activity
carried out
arrangement that is directly
attributed to them).

The binding

establishes that the joint

arrangement

arrangement is liable for the
debts and obligations of the

arrangement.

The binding

establishes that the parties to

arrangement

the joint arrangement are liable
to the arrangement only to the
extent of their respective
investments in the arrangement
or to their respective obligations
to contribute any unpaid or
additional  capital to the

arrangement, or both.
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The  binding  arrangement
establishes that the parties to
the joint arrangement are liable
for claims raised by third

parties.

The binding arrangement states
that creditors of the joint
arrangement do not have rights
of recourse against any party
with  respect to debts or

obligations of the arrangement.
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Assessing the Terms of the Binding Arrangement oilall cuijill boul 01géi
Joint Operation Joint Venture o cqpuilio d4jimo &lac
Revenues, The binding arrangement | The binding oilall il oy | pupal Gle ool cwldl (pl Slalp Ul
expenses, surplusor | establishes the allocation of | arrangement b J5 dno e U.LJLLLJT e wlogoollg wiblpdl | gadlall wilogunall
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of the relative performance of each | party's share in the abuil &leiall | pdy 26 JUadl Juw e eljidall
party to the joint arrangement. For | surplus or deficit gl |l ppunad Gle ojladl cudyidl
example, the binding arrangement | relating to  the Sl aslbll e zly wloegnollg
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expenses are allocated on the basis | arrangement. caliag QT oday Gillg el Jaiy
of the capacity that each party uses il 6 lgikdlo dno e
in a plant operated jointly, which Gali 28 .(SpT b o el
could differ from their ownership ool gT oilall awlsi e wolpb il
interest in the joint arrangement. In A (}uLuJI oo wiidl @leioll
other instances, the parties might 0 wolyb Il 414alo doo Jio 63390
have agreed to share the surplus or UT g0 il 2iay U lamg il
deficit relating to the arrangement wolb Il ciils 5] a5y dulac g4y
on the basis of a specified proportion uc wlnlgg . Jon dI 0 @géo lgya)
such as the parties’ ownership il asleiall wlolid i
interest in the arrangement. This cililan ayasi asyidiall caluiyill welibl go wlell o wilby Glilandl
would not prevent the arrangement | 1hgai 0387 gl .o &035 Lle Joai .o it wlibd
from being a joint operation if the wolib Il oljil gT blandl oas Jio aya67 ol .ol cudyill
parties have rights to the assets, and aulac go eyl il of Gl il 2oy iy U lgoyasi
eyl il gls 15] bo b2ad Ll &bl go4ig .dbpio
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obligations for the liabilities, relating

to the arrangement.

Guarantees The parties to joint arrangements are often required to provide
guarantees to third parties that, for example, receive a service
from, or provide financing to, the joint arrangement. The
provision of such guarantees, or the commitment by the
parties to provide them, does not, by itself, determine that the
joint arrangement is a joint operation. The feature that
determines whether the joint arrangement is a joint operation
or a joint venture is whether the parties have obligations for
the liabilities relating to the arrangement (for some of which

the parties might or might not have provided a guarantee).

Gubill tilaly)

Gle cipy ol 13] lags jiio gqpito o @8t dilac ga
0Q4J (l_f,jJIg) il daleiall wlolfiul e wlnlg wlb

(lgrrey 6 vililap pa8i ol gl U038 26 Lslb I

28. When the binding arrangement specifies that the parties have rights to the assets, and
obligations for the liabilities, relating to the arrangement, they are parties to a joint operation
and do not need to consider other facts and circumstances (paragraphs AG29-AG33) for the

purposes of classifying the joint arrangement.

bl ge vlinlgg (Jandl (6 §gan Lgia) Lolib Il ol e ojladl Luipill oy Loade .28
@laall Ciay) @by Cuuyg 9o dlac ;6 bl 9947 lgils iyl dslsioll
o)l iyl cosing (plie I (33-29 @ubill culabiny] ciliso) (sl Logyhllg

Assessing Other Facts and Circumstances

sl Loghllg @ilenl aigéi

29. When the terms of the binding arrangement do not specify that the parties have rights to the
assets, and obligations for the liabilities, relating to the arrangement, the parties shall
consider other facts and circumstances to assess whether the arrangement is a joint

operation or ajoint venture.

oc wholgg WJgndl 6 @§gés Lgyal wolb Il ob ool Luwipill bpd 2205 U Loaic .29
15] Lo aygail (sl Logiillg @ilandl Cany Lolib Il e ooy sl asleiall lolji ul
B0 leguho of a8ytio aulac Ll 8

30. A joint arrangement might be structured in a separate vehicle whose legal form confers
separation between the parties and the separate vehicle. The binding terms agreed among
the parties might not specify the parties’ rights to the assets and obligations for the liabilities,
yet consideration of other facts and circumstances can lead to such an arrangement being
classified as a joint operation. This will be the case when other facts and circumstances give

the parties rights to the assets, and obligations for the liabilities, relating to the arrangement.

Lolib Il gu Jnall dogo olbll aldui oyl Joaio gbs 6 elpiiall cuipill dlbw 4oy 30
colib DIl §gan wslib Il g Lgle @iy il dojlall bapidl 5205 1 28 . Jnaiall gléllg
ohoy gLl o sl Logibllg @ilaall 351 ol U] ol Ul ge agiboleg Jgodl 9
aioj boaic Jbll ga 133 gghmu d5iko dlass (il e Jio ayni | 528 of
asleiall wilolilul ge wholgg WJgodl o Bgan wolibdl Il Logllg (Gflaall
il

31. When the activities of an arrangement are primarily designed for the provision of output to
the parties, this indicates that the parties have rights to substantially all the service potential

or economic benefits of the assets of the arrangement. The parties to such arrangements

Gle 1as Jay welib Il I cilopio auaéi Jal go guf) JAuiy cuiyill dbuiul aani aic .31
alnis Ul goliall of desgiall wiloaall 2100 6 (Sp@ga J4uy Logan ellai Lolbdl ¢f

Gl cilbopaall Lle aglgnn go wilell 6 ol 0w Jio wolibl 25l wuijill Jgoldl
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often ensure their access to the outputs provided by the arrangement by preventing the

arrangement from selling output to third parties.

Gubl Clali)
A olybl ] wilapsall e 0o cil pio @b ge cuiil lgoasy

32.

The effect of an arrangement with such a design and purpose is that the liabilities incurred
by the arrangement are, in substance, satisfied by the cash flows received from the parties
through their purchases of the output. When the parties are substantially the only source of
cash flows contributing to the continuity of the operations of the arrangement, this indicates

that the parties have an obligation for the liabilities relating to the arrangement.

Application Example

Example 5

Assume that two parties structure a joint arrangement in an incorporated entity
(entity C) in which each party has a 50 per cent ownership interest. The purpose of
the arrangement is to manufacture materials required by the parties for their own,
individual manufacturing processes. The arrangement ensures that the parties
operate the facility that produces the materials to the quantity and quality
specifications of the parties.

The legal form of entity C (an incorporated entity) through which the activities are
conducted initially indicates that the assets and liabilities held in entity C are the
assets and liabilities of entity C. The binding arrangement between the parties does
not specify that the parties have rights to the assets or obligations for the liabilities
of entity C. Accordingly, the legal form of entity C and the terms of the binding

arrangement indicate that the arrangement is a joint venture.

However, the parties also consider the following aspects of the arrangement:

e The parties agreed to purchase all the output produced by entity C in a ratio of
50:50.Entity C cannot sell any of the output to third parties, unless this is
approved by the two parties to the arrangement. Because the purpose of the
arrangement is to provide the parties with output they require, such sales to
third parties are expected to be uncommon and not material.

e The price of the output sold to the parties is set by both parties at a level that is

designed to cover the costs of production and administrative expenses incurred

@251y U loljid Ul eloyiuwl o ppllg apanil ae Jio d ygdy (sl eyl pili a4y .32
AL JU5 6o BT 4o daliuall Gasll Blasall e «s1ee5 JAi il
Sl @asil wleoaill aogll janwall o (spegr Jhuw wolibdl yq4i laicq .Cilopaall
Clolfl Ul ge wilslg colib Il Jani G iy 138 ¢lo il lilac djlpaiivl 0 oguwi
Ll alatol

Guhill Jlio
5 Jlio

clling o (9" dgall) dlouuo dgo o wlyidio Ly dlayg) gioib olis gasiol

2lgo 2iini o wuijill go gdgell Jiakg %50 duui dlo dno Lo J5 Lgw

Joiiy ol caijill 258)9 Lagy dnlall daliaall 2inill villac o gloghll Lgulbiy

olopbll 330y Sl ducgillg daradll slgall aiiy (3l Josall gloybll

LIJgT abuiu Il g5 ¢o 500 L__J'UI (@lauwall agall) "o" dgall LP.OLE).L” JAdl puiy
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by entity C. On the basis of this operating model, the arrangement is intended to slaiel "a" dgall lgaiii I wbpaall Jaso clpay wolibdll Linlg gubse
operate at a break-even level. ole i SJWlg sl wiléoadl adgl guophll e "o" dgall (sl
From the fact pattern above, the following facts and circumstances are relevant: "a" dgall iloljil d&sgquy Jigail Linlg wolib Il
e The obligation of the parties to purchase all the output produced by entity C ‘2" agall lgaiii il wbbpaall Jooo (0 6gén ylalay guophll UT 4660 gl e
reflects the exclusive dependence of entity C upon the parties for the generation Jan D aslois Ul golioll gT d=6gioll loaall guan ¢lalgiuy cuophll ol iy
of cash flows and, thus, the parties have an obligation to fund the settlement of Lguo 18gén S glaloyg 2" dgoll
the liabilities of entity C. iy of Lo g .aspiio aloc go wuwifll of Gl Logibllg @ilenl oan juis
e The fact that the parties have rights to all the output produced by entity C means lagino gloghll el 5] Logihll 03m (o eliiiuwall il caindy ol pliiw I
that the parties are consuming, and therefore have rights to, all the service 2inj dac 6 bpdall go laging plaaiwl o Jay A6 wopbl cilbaall (o
potential or economic benefits of the assets of entity C. asn 1
These facts and circumstances indicate that the arrangement is a joint operation. Cilopaall pu e hB wwipill auny Cuny ool cuipill bapd walib Il cupe 15]
The conclusion about the classification of the joint arrangement in these wajbdl wlbll jblaal "o" dgall (i G| 128 2 (_'JT ol b wopb I
circumstances would not change if, instead of the parties using their share of the 6)g40 Logihllg (@ileall 6yl lam Jio wilbly gyl ells Jb (6 .gloiillg
output themselves in a subsequent manufacturing process, the parties sold their el UT Wl Logbllg @ileall el pund a6q .ol il carini oygéi 6ale|
share of the output to third parties. il cquio 9@
If the parties changed the terms of the binding arrangement so that the arrangement
was able to sell output to third parties, this would result in entity C assuming
demand, inventory and credit risks. In that scenario, such a change in the facts and
circumstances would require reassessment of the classification of the joint
arrangement. Such facts and circumstances would indicate that the arrangement is
a joint venture.
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33. Thefollowing flow chart reflects the assessment an entity follows to classify an arrangement

when the joint arrangement is structured through a separate vehicle:

Classification of a Joint Arrangement Structured Through a Separate Vehicle

Does the legal form of the separate

Legal form of the vehicle give the parties rights to the

\ 4

separate vehicle assets, and obligations for the liabilities,

relating to the arrangement? Yes

No

Do the terms of the binding arrangement
specify that the parties have rights to the
assets, and obligations for the liabilities,
relating to the arrangement?

Terms of the binding

arrangement

\4

Yes

Joint
v o operation

Have the parties designed the
arrangement so that:

a) Its activities primarily aim to provide Yes
the parties with an output (i.e., the
parties have rights to substantially all
of the service potential or economic

Other facts and
circumstances

benefits of the assets held in the

separate vehicle) and
b) It depends on the parties on a

continuous basis for settling the
liabilities relating to the activity
conducted through the arrangement?

T~

Joint venture
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Financial Statements of Parties to a Joint Arrangement (paragraphs 23-28)

@ubil sl
(28-23 wiljsall) eyidiall cuisil wolibd alall allgall

Accounting for acquisitions of interests in joint operations

&40 Uldoe (o6 oo Gle wlblgaiwdl ge duwlanll

33A. When an entity acquires an interest in a joint operation in which the activity of the joint
operation constitutes an operation, as defined in IPSAS 40, it shall apply, to the extent of its
share in accordance with paragraph 23, all of the principles on acquisition accounting in

IPSAS 40, and other IPSASs, that do not conflict with the guidance in this Standard and

disclose the information required by those IPSASs in relation to acquisitions. The principles

on acquisition accounting that do not conflict with the guidance in this Standard include but
are not limited to:

a. Measuring identifiable assets and liabilities at fair value, other than items for which
exceptions are given in IPSAS 40 and other IPSASs;

b. Recognizing acquisition-related costs as expenses in the periods in which the costs are
incurred and the services are received, with the exception that the costs to issue debt or
equity securities are recognized in accordance with IPSAS 28 and IPSAS 41;

c. Recognizing the excess of the consideration transferred over the net of the acquisition-
date amounts of the identifiable assets acquired and the liabilities assumed, if any, as
goodwill; and

d. Testing for impairment a cash-generating unit to which goodwill has been allocated at
least annually, and whenever there is an indication that the unit may be impaired, as
required by IPSAS 26, /mpairment of Cash-Generating Assets, for goodwill acquired in

an acquisition.

le aspidiall adasll Lo Lgblii g4y a8 ddac (6 doo e dgn dgaiwi loaic 133
25 Gl @b ol oy 40 elsll elball duulaall Jueo 6 L0 g Los dulac J4i)
awboll jhso o dlgaiwll ge dunlhall dsleiall ggaluall gran .23 dj0all lBog Lgino
Gblwy Ul 20 Pyleii U Ul olell elbsl) duulaoll leall go apcg 40 ol glhall
elbal) dpulall wleall elli Lo dglboll wlogleall ge anaig jueall lam o6 63)lgll
il U Ll dlgatwl ge dwlall golo gand .3lgaiwll wlless @lel law olsll
ol 1 Jliadl Juw Gle jueoll 13 6 83)lg)l wlaliyll 2o
5f Gl gyl elifiwl dblell dausll wanill ablall wlboliilly Jeodl gubs

ploll clball anwlball pleog 40 olell glball duslhall jueo o lg) ilclifiuwl

q Pl
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166g aiyio &4lo Gado @lal al guo Wilaiw jlan] caylss ol elifiwl wiloaall o liwlg

g 41 plll clbhsll duwlaoll jieoq 28 olell clbsl) duulball jueal

aylell Jogn il slgaiw il ayli 2luo olo Gle Jgaoll ogell o giladl wlil .o
g 16guu% «29g gl Wdloniall Ciloljillg slisall 2yaaill

J83I Sle Ugluw Lg) 6yl cumnd Ll 361l algall 8306l dassll 0 boia sl .2
Jueo ;6 glbo ga las lgiais cibum 26 8209)l ol e pisgo Cllia g5y loaicg
0 8liieall 8pgiul) 281l 62/gall Jao Tl dais 6 bagll 26 plall clhsll duulaall
lgaiwll dloc

33B. Paragraphs 24A and AG33A also apply to the formation of a joint operation if, and only if, an
existing operation, as defined in IPSAS 40, is contributed to the joint operation on its
formation by one of the parties that participate in the joint operation. However, those
paragraphs do not apply to the formation of a joint operation if all of the parties that
participate in the joint operation only contribute assets or groups of assets that do not

constitute operations to the joint operation on its formation.

5] hao @8y dloc Jyauii Gle - Wyl - 133 @ubdll cilali] 6j86q 124 8péall @Gibii 133
adasll o 40 ploll glbal dulbholl Juso 6 dop2o o los .dafls ddac ol Lo
clli w3 2o il ddasll Lo adjliall Lolb Il 2ol Luily o Lglisuin) spidiall
0 @5jlitall Lolib Il pr0n aaluwi o 15] @i alac Jwadi Gle Gibii U wlisall
0 asyiiall dlasl) wililac J4di U Joodl go vilegono ol Joob 1] asjiioll dlasl

33C. A joint operator might increase its interest in a joint operation in which the activity of the

joint operation constitutes an operation, as defined in IPSAS 40, by acquiring an additional

e lgbli gody Gill a4l dylasll (6 dino (o d5piuo diloc (6 wjliall ayjy 26 .33
e slgaiwll Giyb e 40 ololl clbsl) duwlholl jieo (6 dojpo (@ b Wdulac Jhuw
hainall aaloll (oo Guls sley J.allall oas Jio (Lo a5yl dlas) | 6 dold| dno
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interest in the joint operation. In such cases, previously held interests in the joint operation

are not remeasured if the joint operator retains joint control.

AG33CA.A party that participates in, but does not have joint control of, a joint operation might
obtain joint control of the joint operation in which the activity of the joint operation constitutes
an operation as defined in IPSAS 40. In such cases, previously held interests in the joint

operation are not remeasured.

ooy 28 gule d5y1ito i aal gui 4lg A5y dilac o iy sl Lopbll 1533

0 @0120 @ los dlac lghliy Jady Lill apiiall alasll Gle dasjido slbuw e

lgy Bainall (poall gulis sle U wullall 0as Jio 0 .40 plell clbhsll dnwlhall juso
asyiiod! adasll (L6 &yl

33D. Paragraphs 24A and AG33A-AG33C do not apply on the acquisition of an interest in a joint
operation when the parties sharing joint control, including the entity acquiring the interest in
the joint operation, are under the common control of the same ultimate controlling party or

parties both before and after the acquisition, and that control is not transitory.

0 @0 e algaiwll e 533- 133 Gubill cilsliy] cilseg 124 sjsall @ubis U 933
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sbusall Lophll guall aspiioll il cing asyiill ddosll L6 @ns Gle dgaiwg
dbyl elli gg43 Ug Walgaiwll asy of Jub clguw adlglll spbhpuall Lolib Il gl Slgill
aglsiil

Accounting for Sales or Contributions of Assets to a Joint Operation

d4yido dlas) Jgo il vilasbuo gf vilewo ge duwlaall

34. When an entity enters into a transaction with a joint operation in which it is a joint operator,
such as a sale or contribution of assets, it is conducting the transaction with the other parties
to the joint operation and, as such, the joint operator shall recognize gains and losses
resulting from such a transaction only to the extent of the other parties’ interests in the joint

operation.

Jio @5y duloc 6 5jlito Lgro (94T d5yiito dulac 2o dlolen (0 dgall J5ai loaic .34

asyiiioll adasll Lo sp Il wlibdl 2o doleoll 20 lgilo g dasluall of Jeodl 2u

0am Jio ge ailll fluallg cuwlball ddpiioll dlosll o ¢jlivall cudy of Loy welalg
asyuioll adasll Lo (sl Llb Il pns 20 Ll bas doleall

35. When such transactions provide evidence of a reduction in the net realizable value of the
assets to be sold or contributed to the joint operation, or of an impairment loss of those

assets, those losses shall be recognized fully by the joint operator.

Goaill ablall aausll Lolo 6 laall 3gag e s wiloleall 03w Jio paai loaic 35
g0 djluall Lo 1> gl syl ddasll Lo lgy dasbuall gf lgey aiuw LUl JeodU
0 bl 15 o Jolall Slusll elly culi of wioy ails (Joodl elli daws 6 bgwa

.a5iall dlooll

Accounting for Purchases of Assets from a Joint Operation

36. When an entity enters into a transaction with a joint operation in which it is a joint operator,
such as a purchase of assets, it shall not recognize its share of the gains and losses until it

resells those assets to a third party.

a5l alasll o 1%L Lguo g4y @5pito dulac 20 dloleo 0 dgall J5ai loaic .36
clli oy i of Gl PFlusllg olydl go lgino culi of ey 1 gils Jgo Dl dlub Jio
i wopb Jl Jgo Il

37. When such transactions provide evidence of a reduction in the net realizable value of the
assets to be purchased or of an impairment loss of those assets, a joint operator shall

recognize its share of those losses.

Gonill ablall aousll Lol o laail agag Gle s illoleall 03a Jio 0285 Loaic .37
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Appendix B

o @Galo

Amendments to Other IPSASs
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Construction Services

Service Centre Operated Jointly

Joint Provision of Assisted Living Services
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Bank Operated Jointly
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These examples accompany, but are not part of, IPSAS 37. .aio lgfo Jid’u’f_[/ lgidlg 37 ole)l clhsl) duulaall jlio dliod] 0 (Goly
1. These examples portray hypothetical situations illustrating the judgments that might be | (@ubJ aic lgolaaiwl y4oy Sill oIl i Sl oo dl eyl aliodl o3m apgi.1
used when applying IPSAS 37 in different situations. Although some aspects of the examples | éliodll Liilgy A=y ol o acll Gle daline wilb 6 37 plell clbsl) duulaoll jueo
may be present in actual fact patterns, all relevant facts and circumstances of a particular | Logibllg (@il6all 2100 01gdi 24y ail 1l ddeall 2ilogll blail 0 639290 ygai 16
fact pattern would need to be evaluated when applying IPSAS 37. 37 plall c¢lbsl) duulball jueo Gubi aic dloll il
Example 1 - Construction Services cbilll viloas - 1 Jlio

2. Aand B (the parties) are two entities whose activities include the provision of many types of | cla Ul “iloas o 63yac glng JeThtel] LO.QJJ'_')_U.LJT onii gligs las (glophll) "w'g T oligadl .2
public and private construction services. Entity A is a private sector entity. Entity B is | .d0g42l) d5glao dgo @ "W dgall . plll clbsll (6 dgo ® I dgall .aplallg dolsll
government owned. They set up a binding arrangement to work together for the purpose of | ¢ (b cluilg aoni dogin 20 2dc jlail dJT o 20 Jaol) lojlo Ly oligall LLD}J_TQ
fulfilling a contract with a government for the design and construction of a road between | &byl (e (pig "w'g i aigol) djliall poo pjlall cuwiiill 0aayg ouiisoo
two cities. The binding arrangement determines the participation shares of A and B and | eyl cuiyill a4y ¢Jg .@Gubll oulud (0 degbgo asy (sallg il Gle ddpiuoll
establishes joint control of the arrangement, the subject matter of which is the delivery of Alopall elli (6 doganll I @bl Jonwwg @bl Jaisy UT Lo 11 bl le
the road. The joint arrangement will have no further involvement once the road has been
completed. The road will be transferred to the government at that point.

3. The parties set up a separate vehicle (entity Z) through which to conduct the arrangement. | ."2" dgall J525 .cuifill 2uaid dds go g ("2" dgall) Jooio gls cliub gloybll pgsy .3
Entity Z, on behalf of A and B, enters into the contract with the government. In addition, the | uloljilUlg Jgo Dl yg4i .2la L] dslo Ul doginll 20 26 0w g i arigall e auly
assets and liabilities relating to the arrangement are held in entity Z. The main feature of | dgall (;olbil Jaul) duwyyl ol Jialig 2" dgall o gy Baino il dalsiall
entity Z's legal form is that the parties, not entity Z, have rights to the assets, and obligations | 6 «Jloljil Ul e Wilinlgg Jon 0 @960 lagial " o" dgall Cuulg ol UT 0o
for the liabilities, of the entity. agall

4. The binding arrangement between A and B additionally establishes that: ‘Sl lo e "wg T aigall g ojladl Ll pdy s I cLoLD_IJLl 4
a. The rights to all the assets needed to undertake the activities of the arrangement are | (Je vl abuiul il dojlll Jgo I 2100 0 dailell Ggéall o yloyhll LIJLLLLU

shared by the parties on the basis of their participation shares in the arrangement; 9 ‘il (6 agis)lio p_g_x.ul uuLqu
b. The parties have several and joint responsibility for all operating and financial | ddlallg dluedill cilolgll 2105 (e 1a2ioq vljido JAdiu (gduo globll edy .w
obligations relating to the activities of the arrangement on the basis of their participation 9 ‘gl (6 agi5lio oo U_ULLUT e gl abuiil asleioll
shares in the arrangement; and Jono uuLmT e cudpll byl ac ailll jaell gT silell o "wig T gloybll iy .o
c. Thesurplus or deficit resulting from the activities of the arrangement is shared by A and ol (J_o g.g_lﬁJLu_Lo
B on the basis of their participation shares in the arrangement.

5. For the purposes of co-ordinating and overseeing the activities, A and B appoint a project | ¢g4uw (sl \ggpital) [pao "Li'g I oligall (uei lole wolpillg dh iyl Guuwis pled .5
manager, who will be an employee of one of the parties. After a specified time, the role of | (o Lébqal cquiwall yao jga pgai Ay 633950 duioj é4id 2 .cuorhll 10l s labgo

gulal Gle gabgall dib go abdilll yaii Gle "'y T gligall visslgg pT1 Lojhll
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the project manager will rotate to an employee of the other party. A and B agree that the

activities will be executed by the employees on a “no gain or loss” basis.

"o

Uplus gl Luwléo @ueni pac”

6. Inaccordance with the terms specified in the contract with the government, entity Z invoices

the construction services to the government on behalf of the parties.

Wload ge pilgo "p" dgall jani Wdog4nll 20 opall 269l (6 63320l bapul) lbog .6
ooihll g dilyj @oginl) doasoll el Ul

Analysis

Juaill

7. The joint arrangement is carried out through a separate vehicle whose legal form does not
confer separation between the parties and the separate vehicle (i.e., the assets and liabilities
held in entity Z are the parties’ assets and liabilities). This is reinforced by the terms agreed
by the parties in their binding arrangement, which state that A and B have rights to the
assets, and obligations for the liabilities, relating to the arrangement that is conducted
through entity Z. The joint arrangement is a joint operation. It is not a service concession

arrangement.

o Joall &ilso] Golbill aldid oyl U Jndio gbd Jub go wliboll Lyl el oy .7
Jool @ "2" &gall o lgy bainall wboljiluly Jgodl of i) Jnaiall gallg guophll
il 0 uopbll b go lile @atall bgpill JU5 ¢o el jjet alig (gsobll Wiloljillg
ol il ge ilnlgg (Jao Il 6 @98 lagia) "wi'g 1" guigall ol Gle o Gillg yojlall
olg dspido dlac g wlpidiall cuipill 2" dgall JU o iy 3l il délsiall
iloaall auaai jliol Ly

8. AandBeachrecognize in their financial statements their share of the assets (e.g., property,
plant, and equipment, accounts receivable) and their share of any liabilities resulting from
the arrangement (e.g., accounts payable to third parties) on the basis of their agreed
participation share. Each also recognizes its share of the revenue and expenses resulting

from the construction services provided to the government through entity Z.

Jlioll Juw Gle) Joodl go Lgins aglall lgaflgs o "wi'g T grigall go J5 culi 8
ole) Ll ge @il ciloliill T ¢o lginng (ol aoallg wilasallg ol Dl cljlés]]
J% cuiig lgie @aioll lgisjlito dnn gulwl (e (@il sl aislal aoall . Jliall Juw
oo doginll doadoll clull tiloas e donlll vilogyoallg walalpdl o dino (=Y} Wb
"2" dgall Jubb

Example 2 - Service Centre Operated Jointly

wlidio J4s JRiduo &0a5 440 - 2 Jlio

9. Two entities (the parties) set up a separate vehicle (entity X) for the purpose of establishing
and operating a joint service center. The binding arrangement between the parties
establishes joint control of the activities that are conducted in entity X. The main feature of
entity X's legal form is that the entity, not the parties, has rights to the assets, and obligations
for the liabilities, relating to the arrangement. These activities include the allocation of office
space to services, managing the car park, maintaining the center and its equipment, such

as lifts, building the reputation of the center and managing the client base for the center.

@035 50 duailig elid] y9) (5" agalll Joaio ol eLisly (oloybll oliga poss .9
0 26 Gl dhdu ] L_,lc a4yl 6wl (e guobll g ojlall iyl (pig .elyidio
sl gy agall of 8 " agal ol JA il aiolall ogd 5" dgall
dhuindl oam gandiq .l dsleiall wilolidl ge wilvlgg «Jgodl &0 Ggdo lgyal
Jio .dilamog Bpoll d&lng waljlwdl caslgo 8jla] wiloaall duitdo vibluo (pupAj
J5pall cllac 62cls 6)lalg jSpall doouw cliy (aclowll

10. The terms of the binding arrangement are such that:
a. Entity X owns the service center. The binding arrangement does not specify that the

parties have rights to the service center.

) ol @ okl Luiill bgpi .10
1910 (56 6gan glalay uopbll of pjlall Lyl 530y Ug .@o0aall j5p0 2" dgall llay
do03all
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b. The parties are not liable in respect of the debts, liabilities or obligations of entity X. If

entity X is unable to pay any of its debts or other liabilities or to discharge its obligations
to third parties, the liability of each party to any third party will be limited to the unpaid
amount of that party’s capital contribution.

c. The parties have the right to sell or pledge their interests in entity X.

d. Each party pays for its share of expenses for operating the service in accordance with

its interest in entity X.

whal pac dlb 6 "5" dgall villg ol ciloldl gl .y e glgduto glopbll ggsy ) .

ola lgillgs clogll 4o ghaii @) of (sjT Lailoljil of lgigys 4o (ST 2l 4o ">" dgal
ue glall Gle pniad Logu b Lopb T olad oyb U8 agduo ol &lllill colyb i
opbll ela) adlawlyl damluall (o cgoaoll

2" agall o logoino gy ol e cuoibl) @2

"2"dgall (6 dinod 186g doadll Jueu ilogno (o dino wopb J% 203y o

Analysis

Juaill

11. The joint arrangement is carried out through a separate vehicle whose legal form causes
the separate vehicle to be considered in its own right (i.e., the assets and liabilities held in
the separate vehicle are the assets and liabilities of the separate vehicle and not the assets
and liabilities of the parties).In addition, the terms of the binding arrangement do not specify
that the parties have rights to the assets, or obligations for the liabilities, relating to the
arrangement. Instead, the terms of the binding arrangement establish that the parties have

rights to the net assets of entity X.

olall jlicl I ol dlisd (528 sallg Josio gls Juls go clyiiall cuiiill aei) .11
Jool o Joaiall gldll Lo lg Bainall cilolfulg Jgodl of i) @y 20y Jnaiall
by i U el Gl dslo b (gropbll ciloliilly Jgol gulg Joaiall glall wiloljillg
iyl aalsialiboljil il ge cilislg of .Joo Dl 6 §9as Lagial quorhll oy ol Lyl
42l Jgol (;0lo (6 1Bgas glalay guopbll ol e pilall il bapis ol w2l o Jay

12. On the basis of the description above, there are no other facts and circumstances that
indicate that the parties have rights to substantially all the service potential or economic
benefits of the assets relating to the arrangement, and that the parties have an obligation

for the liabilities relating to the arrangement. The joint arrangement is a joint venture.

15aan glalay ol ol Wl i sl Loaiby @flen (sl anqi 1 odlel Longll Gle 2l .12
il asleiall Jgo Il dylnis Ul goliall of desgioll tiloasll gi00 (L6 s@ga JAuiy
cqpito ga elyidrall Cuill il daleioll bl ge cilnlg guophll Gl iy ailg

R

13. The parties recognize their rights to the net assets of entity X as investments and account

for them using the equity method.

lgic duwlaall glogayg wiljlaiiwls 3" dgall Jaol 6lo 6 lagdgan glophll vy .13
aualoll §g60 ddyb plariwl

Example 3 — Joint Provision of Assisted Living Services

wiito J4uy duiyeall sackwall viloas ayasi — 3 Jlio

14. A public sector health care provider (entity X) and a large property developer (entity Y) enter
into an agreement to work together to provide assisted living services for the elderly. Entity
X and entity Y establish a separate company (entity Z).The legal form of the company confers
the rights to the assets and obligations for liabilities to the company itself. The agreement
between entity X and entity Y requires all decisions be made jointly. The agreement also
confirms:

a. Entity X will provide the assisted living services. Entity Y will construct the premises.

&lail plpl ('L dgall) s sjlac jghog (T dgall) plell clball 6 dno dle) agjo ols .14
a4 guwl "w'g T gliga)l pgd ol dniuseoll 8acluall Ciloas ayasil 8o Josll
Cibolp Ul ge ilinlgg Joo I o Bgén dspid) olal J4uill ainyg (2" dgall) dlnsio
el Jady ailliall gsan 3lail "w'g T guigall gp @leill Lilbiyg Lguwai @5yl
b bo Gle Lol gleill 2589
ol Ll " édgall ogaiq auiusall sackuoll ciloas T édgall pasi
24 Gle 1 woyb T ety o) aspiul T 2" dgall Gl il Jool dislo sgei

2" dgall Jgodl (sjloc ga) o s Lol ol Jigai ga)
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b. The assets of the arrangement are owned by entity Z, the company. Neither party will be
able to sell, pledge, transfer or otherwise mortgage the assets of entity Z.

c. The liability of the parties is limited to any unpaid capital of entity Z.

d. Each party pays for its share of expenses for operating the service in accordance with
its interest in entity Z.

e. Profits of entity Z will be distributed to entity X and entity Y 40:60, being the parties’

respective interests in the arrangement.

"2" gall £9030 e Jlowl) sl le guoybll dguio i

2" dgall 0 dinal 186g doaall Jueil wlbgino go dino Wb J5 203y

ol Il o Jiad I 60 140 dpuiy "'y T guigall le 2" gall Abf gigli .
gl o disall

8]

Analysis Juadll

15. The joint arrangement is carried out through a separate vehicle whose legal form causes | Joaiall gl jlicl L] olbdll albw ($38) Jnaio gl JU5 o epiinall gyl 2ai) .15
the separate vehicle to be considered in its own right (i.e., the assets and liabilities held in | uloljilg Jg.DT @ Joaiall glall Lo lgy Beinall wilelji Uig Jan I UT le) ails 2oy
the separate vehicle are the assets and liabilities of the separate vehicle and not the assets | cuijill bgph (ooéi U .ells Gl sl b (guopbll ciloljillg JgDT wulg Jooiall (LAl
and liabilities of the parties). In addition, the terms of the binding arrangement do not specify | il déleioll .uloljid Ul ge wlinlgg gT Jon 0 @960 lagyal) ol QD oplall
that the parties have rights to the assets, or obligations for the liabilities, relating to the | dgall (Jg_DT(JDLD &0 bgan lalay cuophll UTQJ_C oilall Lyl bapi (pdi wells (o Jay
arrangement. Instead, the terms of the binding arrangement establish that the parties have 5"
rights to the net assets of entity Z.

16. On the basis of the description above, there are no other facts and circumstances that | 6gén ¢lalay cuophll OT T (Sp'T g gT &ileo le 20gi U .ol wongll Ge ey .16
indicate that the parties have rights to substantially all the service potential or economic | il déleioll JgoIU dslnis Ul 2olioll gT d=0qiall loaall 2100 (6 S@9r JAuy
benefits of the assets relating to the arrangement, or that the parties have an obligation for | gqpuiw ga ¢ljidall (il . il dsleiall Ciloljil Ul ge clolg guoibdl Gle wiiy ail gT
the liabilities relating to the arrangement. The joint arrangement is a joint venture. lilp.u.w

17. The parties recognize their rights to the net assets of entity Z as investments and account | lgic duwlball glogéyg Ciljlaiiwld "2" dgall Jg.DT oo 6 lagdgan gloyhll cuyy 17
for them using the equity method. aalall (§gén adyb olaaiwl

Variation cnldll

18. A public sector health care provider (entity X) and a large property developer (entity Y) enter | (§lail ro|J.JLJ " dagall) s sjléc jghog (' & " agall) ploll clbsll 0 &ap dylej 1gjo 0gdy .18

into an agreement to work together to provide assisted living services for the elderly. The

agreement between entity X and entity Y requires all decisions to be made jointly. The

agreement confirms:

a. Entity X will supply operational assets including office equipment, motor vehicles and
furniture and fittings for the assisted living premises.

b. Entity Y will construct the premises and will continue to own the premises. Entity Y will

be responsible for the ongoing maintenance of the premises. Entity Y cannot sell the

dgallg’ T CLQQ_“ o @laidl iy il duiusall 6acluall ciloas oyasil oo Jool

‘Sl lo Gle =Y Aleidl 25§)q ¢y JAdy u|J|J._Q.J| 2300 3lail "W

GDlg el duidall cilasall ¢l o0 Loy dyuudl Jao Il 1" agall ajqi 1
Auiusall 62cluwall L_,JLLDJ iljgaillg

‘U dgall ggdig itadl wldiol (6 paiwi Logug ol b ' dgall ogdl L
1 ol 999 il 2" g2l gldol g8 1 ol el aibol g ggu
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premises without first offering entity X the right to purchase the premises. Entity Y is
entitled to 100% of any gain on eventual sale of the premises.

c. Theservices will be delivered through a new entity, entity Z, established for this purpose.

(sl a0 %100 Lle Janall "W dgall (@§ay (wall el 0 @l T dagall Lle _IJ:gT
9 G JAuiy Gloll gu aie cuwlso
ol 1ag) Loy (_,LJI Sa" agall o® 810 dgo JU5 o wloaall 0287

d. Each party will pay for 50% of the expenses for operating the services. aloanall Jueii cildgpno o %50 wopb J5 263y o
e. Any profits from providing the assisted living services will be shared equally between | dgallg i dgaJl g sqlwidl duiye ol 6acluwall tiload @267 o QUJT (Sl a5)luo Qi @
entity X and entity V. Su”
f.  Entity X will be responsible for managing staff and for any liabilities arising from | albil wllbo ge Lo loljill Q_gT ueq uebaall §)lo] e dgguio T dagall g4l g
personal grievance claims and health and safety issues. Ao lullg dandl Llnsg bmm.JI
g. Entity Y will be responsible for any liabilities to make good any defects in the premises | ulya=ill clpo] gT ol 56 wigie Q_gT ol wileljil Q_gT gc @gguo " dgall gghdi
or alterations to the premises required to meet health and safety codes and changes in 2clgall elli o wipeillg dollullg éanll aclgs aulid Lol Sle diglhall
those codes.
Analysis of Variation ol Juad

liabilities. They also recognize their share of the revenue and expenses resulting from the

provision of assisted living services through entity Z.

19. Although the services are delivered through a separate vehicle, entity X and entity Y continue | J1liol (6 "Li'g T oliga]l patwi W Jnoio gl pe GloaAall ol ol ail g0 acl Sle 19
to own the assets used to provide the services. The joint arrangement is a joint operation. A5y ddoc ga elpidoll il Ciloasl ayasil doaaiwall Joodl
20. Entity X and entity Y each recognize in their financial statements their own assets and | cudi la% Lgy aolall caloljildlg Joodl adlall lgafigs w0 'Wg T gl go Jb cwii .20

JUo o anyeoll daclwall tiloas pasi ge aailll wloginallg wilalpdl o lgino
"o gal

Example 4 — Joint Manufacturing and Distribution of a Product

atiol ol gyjgill ayinll - 4 lio

a. Manufacturing activity: the parties have agreed to undertake the manufacturing activity
through a joint arrangement (the manufacturing arrangement).The manufacturing
arrangement is structured in a separate vehicle (entity M) whose legal form causes it to
be considered in its own right (i.e., the assets and liabilities held in entity M are the
assets and liabilities of entity M and not the assets and liabilities of the parties). In
accordance with the framework agreement, the parties have committed themselves to

purchasing the whole production of product P manufactured by the manufacturing

21. Entities A and B (the parties) have set up a strategic and operating agreement (the | ligail Cun (bl @laidl) Wiediig Loyl Wlail (yloybll) "w'g T oligall LLD}JT 21
framework agreement) in which they have agreed the terms according to which they will | (§lguwl o ("2" aiiall) plio 21j9iq 2uind lg) 66g gllagiw Sl bapull le dingoy
conduct the manufacturing and distribution of a product (product P) in different markets. dalinall

22. The parties have agreed to conduct manufacturing and distribution activities by establishing | g& o5 @5y wlyip cbil JUs oo ujgillg gunill abhuiil olsll e gloybll @ail .22
joint arrangements, as described below: ZOUDT a20MQgo

L) e L JUb o Gelindl bl uaii e glopbdl gail :clindl blidll
Gl Golbill aldd (538 ("2" dgall) Jnaio s o 2uonil Ly Jiglg - (suinill
® "2" dagall o lg Bainall wiloliillg Jgo I of ) @il 20y Joaiall L4l jlicl
ol .sjbll @lal cungay (ol ciloljillg Jaol ciuyg "5 dgall iloljillg Jgol
l6og euindl Ly pe dsinall "2" aliall go Jolall ol clpiy laguuai gloyhll
2nay gl i Gl "a" aliall @a ) g 0 oloyhll gl 2" dgall 0 lglislo ool
92 Lo5 "2" afinll gyjgil oo cdul (sallg elyidio J4udy lagily guophll 6phyu]

60



dogeuwll dyjell ddlaoll 6 plell glhsll duwlaall pleog aualéo Jula
"a4yiaall iyl 37 elell glbsll duwlaoll jusos as6yoll duwljall
02024 jlap]

Illustrative Examples

arrangement in accordance with their ownership interests in entity M. The parties | Jglidy saJl "wig I aigall g ojladl iyl Ug (sjb Ul Glaidl 5oy U ol Ja¥alel
subsequently sell product P to another arrangement, jointly controlled by the two | .«aloljildl ¢e ilinlgg Jao il 0 98> logyal guoibll UT ole elindl bludll
parties themselves, that has been established exclusively for the distribution of product .(g_CLLDﬂ bl asleioll
P as described below. Neither the framework agreement nor the binding arrangement | viuip) @pidio iy JUB5 o =ujoill bliy el (e glopbll @eil =ujgill bliy .
between A and B dealing with the manufacturing activity specifies that the parties have | lgl4u ($38 illg ("g" dgall) Jnaio yls 6 ijgill Ly dlaig gloghll ol (21jqill
rights to the assets, and obligations for the liabilities, relating to the manufacturing | 6 lgs Bainoll iloljil Ulg Jandll UT (ST) dail3 20y Joeiall gl jlicl I olbdll
activity. Lingay (uopbdl wiloljillg Jgol cuug "g" dgall wiloljillg Jeol o "g" dgall

b. Distribution activity: the parties have agreed to undertake the distribution activity | l&og Lolbdl o 2" aiioll go allbhio adhil 21jgill Ly 0gé) «s)bdl gleilll
through a joint arrangement (the distribution arrangement).The parties have structured | (@lajll 230y Ug .pdioll 2ijoill iy lguo puy il dalinoll Glguw Il 0 Wbl
the distribution arrangement in a separate vehicle (entity D) whose legal form causes it | ¢uoibll uT wle 2ujgill blui Jglidy sall "w’g T cigall g ojlall cdpill g (sjlb Ll
to be considered in its own right (i.e., the assets and liabilities held in entity D are the 22joill blid dsleiall wiloljiJl e wilinlgg (Jgo il 0 @§9do lagyal
assets and liabilities of entity D and not the assets and liabilities of the parties).In
accordance with the framework agreement, the distribution arrangement orders its
requirements for product P from the parties according to the needs of the different
markets where the distribution arrangement sells the product. Neither the framework
agreement nor the binding arrangement between A and B dealing with the distribution
activity specifies that the parties have rights to the assets, and obligations for the

liabilities, relating to the distribution activity.

23. In addition, the framework agreement establishes: 'Sl Lo Gle bl Glaiul oy wells J dolo gl .23
a. That the manufacturing arrangement will produce product P to meet the requirements | il lgeng Ul "2 adiall le vibdbiall dulil "2" alioll ally coguw il iy UT i
for product P that the distribution arrangement places on the parties; wolib Il e sjqill

b. The commercial terms relating to the sale of product P by the manufacturing | guy oguwg .colib Il Jl euindl iy dbulg "o" aliall guy @séleiall dylbill bopill .w

arrangement to the parties. The manufacturing arrangement will sell product P to the | (sallg "w"g i odigall Jub o agle @aiall ol olib Il | 2" adioll guinill (i
parties at a price agreed by A and B that covers all production costs incurred. | vy ] adiall glophll guy (@0l “u8g 6 Saubiall Jliill Ladlal 2uon by

Subsequently, the parties sell the product to the distribution arrangement at a price g I gl Jud o awle (Goio oy 2ujgill
agreed by A and B. ol B8g bl 16 (o Jgaww suinil wuip 0usl of jgou 2aill 0 o (sT ol .o
c. Thatany cash shortages that the manufacturing arrangement may incur will be financed S2" agall 6 lagiialo

by the parties in accordance with their ownership interests in entity M.

Analysis Juladll
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24, The framework agreement sets up the terms under which parties A and B conduct the | ."2" ailoll 2ujgig 2uindy "Li'g I oligall lgogoy 0gdiw Ul bapull (i Ul Glaiul gy 24
manufacturing and distribution of product P. These activities are undertaken through joint | ."2" adioll ujgi gT 2uind o] Loagi il @ piall bl JUs o dbhuiidl oam auaii aiy
arrangements whose purpose is either the manufacturing or the distribution of product P.

25. The parties carry out the manufacturing arrangement through entity M whose legal form | g Jnall &ilho] ol lgla asly (Ulg "3" dgall JUb o guindl cuiy glohll 2ai) .25
confers separation between the parties and the entity. In addition, neither the framework | Jqlidy sall ojlodl vl dg sjlbdl Glaill sany U wells | dold b .dgallg uopbll
agreement nor the binding arrangement dealing with the manufacturing activity specifies | déleioll .ulolfiul e tilnlgq Joodl 0 @98 lagyal pophll (_'JT le uinill blad
that the parties have rights to the assets, and obligations for the liabilities, relating to the ULJ olepbll aiiiwl allill Logphllg (@ilendl gluwnll (6 a5l aic «wlly 20 .2uindl blid
manufacturing activity. However, when considering the following facts and circumstances @50 daloc ga guindl iy
the parties have concluded that the manufacturing arrangement is a joint operation: inil wyiy dbuulg 2iowell "o" adindl (o Jolbdl oLl elpiy loguuai gloghll pJJl i
a. The parties have committed themselves to purchasing the whole production of product | d=égiall Culoasll 2100 (0 (SH@gD JAuw bgan "L'g T oligadl ¢llai welJa) doyll

P manufactured by the manufacturing arrangement. Consequently, A and B have rights 20l cuip o Jon I &slnis Ul goliall gT

to substantially all the service potential or economic benefits of the assets of the | 1o ¢uoybll ducgilly dwoddl bbbyl auld "o" Aol dcling 2uinidl i) ogd .

manufacturing arrangement. Lyl (spoodl sladc Ul QT Lob .2ujqil iy Jub oo "2" adiall e cudbll Lay QT b0y
b. The manufacturing arrangement manufactures product P to meet the quantity and | loaic Jlgodll oya81l quoihll viloljilg dasill wiléoaidl adgil cuobll Gle suindl

quality needs of the parties so that they can fulfill the demand for product P of the | wuiyi caloljill e colib Dl Jle winlg 2gag (I piy (5385 (péi le il Ly 2145

distribution arrangement. The exclusive dependence of the manufacturing arrangement gT "5" adiall o cporbll Ciljido @b ge Gl 0as &g aiuw dill euindl

upon the parties for the generation of cash flows and the parties’ commitments to ool Ji8 o Jlgodl (sjgall ayasill Jus yo

provide funds when the manufacturing arrangement incurs any cash shortages indicate

that the parties have an obligation for the liabilities of the manufacturing arrangement,

because those liabilities will be settled through the parties’ purchases of product P or

by the parties’ direct provision of funds.

26. The parties carry out the distribution activities through entity D, whose legal form confers | g Jnall &ilbo] olbdl lgla auly U1 9" dgall JUb o 2ujgill abuiil glophll aaiy .26
separation between the parties and the entity. In addition, neither the framework agreement | Jqlidy sall ojlodl cuidl Jg )bl Glaill aany U wlls | dold b .dgallg uopbll
nor the binding arrangement dealing with the distribution activity specifies that the parties | @aleioll ilolfilUl e wilvlgg WJondl 0 @g8éo logial ouophll UT e =ujill blid
have rights to the assets, and obligations for the liabilities, relating to the distribution 2ujqill bl
activity.

27. There are no other facts and circumstances that indicate that the parties have rights to | 2100 (0 (S}@g2 J4siu Bgan gLy cuopbll UT | TV L_ng wogibg @ilsen (SI 0gi U .27
substantially all the service potential or economic benefits of the assets relating to the | (Jlc wiijl ail gT 2joill wuipl daleiall Jgnll d&slnisl goliall gT aeo6qgioll tiloanll
distribution arrangement or that the parties have an obligation for the liabilities relating to Lo cquio ga 2ujoill Ly il elay asleiall culolii Ul e Linlg cuophll
that arrangement. The distribution arrangement is a joint venture.
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Illustrative Examples

28. Aand B each recognize in their financial statements their share of the assets (e.g., property,

plant and equipment, cash) and their share of any liabilities resulting from the
manufacturing arrangement (e.g., accounts payable to third parties) on the basis of their
ownership interestin entity M. Each party also recognizes its share of the expenses resulting
from the manufacture of product P incurred by the manufacturing arrangement and its

share of the revenues relating to the sales of product P to the distribution arrangement.

Jiw o) suinill Ly ge daili ciloljill (sf oo lginag (aaillg wilasallg cutl Tl ciljlasll
dgo J5 vulig 3" dgall 6 lgitdlo dnn yulul Lo (@l Lolb aiflall aoall .JUioll
lginng suindl Luiy s Gl "o" aiioll 2ini ge aooll tilogynall o lgins LA

4ol i Gl 2" aliall Cleuas dlsiall il oo

29. The parties recognize their rights to the net assets of the distribution arrangement as

investments and account for them using the equity method.

lgic dpubiall ologayg Cloils gl i Jgol 9l ;0 Lagsgan gloybll iy .29
aslall §gan ddub plaaiwl

Variation

bl

30. Assume that the parties agree that the manufacturing arrangement described above is
responsible not only for manufacturing product P, but also for its distribution to third-party

customers.

o bas gl Jgduo g olel angall suindl Luip o uLfclzmjl bl ol ool .30
sl wolibll cllac e asijgi ge Loyl ¢alg "o" aldiall guini

31. The parties also agree to set up a distribution arrangement like the one described above to
distribute product P exclusively to assist in widening the distribution of product P in

additional specific markets.

s "2" aiiall pijg ollel jg5a0ll elis Jio cueo pijgi Luiyi plpl Gle Loyl gloghll @iy .31
ol 63200 @Glgul 0 "2" allall 21jgi Glbi 2uwgi (0 éaclual) (S0

32. The manufacturing arrangement also sells product P directly to the distribution
arrangement. No fixed proportion of the production of the manufacturing arrangement is

committed to be purchased by, or to be reserved to, the distribution arrangement.

0 bl dnw clpin ofil g .jgill L Gl s)go Jhuiy "o adtall Loul eundl Cuiy ew .32
ol i) Gl iy Blai 1 o1 1 Lo aujgill iy 15 o sutmill as ol

Analysis of Variation

ol Jyloi

33. The variation has affected neither the legal form of the separate vehicle in which the
manufacturing activity is conducted nor the binding terms relating to the parties’ rights to
the assets, and obligations for the liabilities, relating to the manufacturing activity. However,
it causes the manufacturing arrangement to be a self-financed arrangement because it is
able to undertake trade on its own behalf, distributing product P to third-party customers
and, consequently, assuming demand, inventory and credit risks. Even though the
manufacturing arrangement might also sell product P to the distribution arrangement, in
this scenario the manufacturing arrangement is not dependent on the parties to be able to
carry out its activities on a continuous basis. In this case, the manufacturing arrangement

is a joint venture.

5§ plg 2uindl bludl a6 2aiy (s3llg Joaiall glal colhill Jaull Gle bl j§y o) .33
bl ge agilolgg (Jendl 6 colibll Ggéay asleiall dojlall bgyill o LA
S wuip ga il cuip ooy of Gl s34 @il wlls 2o 2ol bliull dslsiall
oIl wolbl cllac (e "a" adiall 2ijgi dléiwo 6jgmy spliall e jple all Jigaill
ohoy guioill Ly of go acl Gle -uLol'fJﬂg 0gjaall .wulbll jblao dgolgo @JU:JLI_IQ:
Gl guindl cuyip aciey U gylisudl 13s 6 ail Ul eyjeill iy G "o aliall 2 of Loyl
il cuip gg4y dbll 0as 6 6paiuo 8jgny aibuiul g6 go ghoi Gib gropbll
14y legpito
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34. The variation has no effect on the classification of the distribution arrangement as a joint i eqpuiad ujoill Ly woring e uldl jq U .34
venture.

35. The parties recognize their rights to the net assets of the manufacturing arrangement and | wuij (_Jg.DT oo 0 lagdgdng gunill L Jg.DT oo 0 lagdgén glophll vy .35
their rights to the net assets of the distribution arrangement as investments and account aualall §gén sy plaaiwl lgic duulaall glogésg culjlaiiwlb 21jqill
for them using the equity method.

Example 5 — Bank Operated Jointly ejidio Jady Jedio eliy - 5 Jlio
36. Bank A, a government owned bank, and bank B, a privately owned bank, (the parties) agreed | «pWJl clbéll ¢lgloo vl gag w” wlilg .doginl) ¢lgloo vliy gag Nk celidl @ail .36
to combine certain corporate, investment banking, asset management and service activities Cl.l:uu.ng Jao I 8jla] .ayylodiwdl dponoll ciloaall wuldpidl (e o 202l Gle (glophll)
by establishing a separate vehicle (bank C). Both parties expect the arrangement to benefit | 20lio Ll sy of glopbll 28qig (2" elidl) Joaio yus clud] @b ge wiloasll
them in different ways. Bank A believes that the arrangement could enable it to achieve its | doiliiw Ul abbs (§1695 (0 0acluy UT oy cuidl ULJ T elil asisy aaliso Giby log!
strategic plans to improve its profitability through an enlarged offering of products and UT_} O il 26qiig .2wago Glbi Gle Wloaallg wlbainll ofb @b e dngdl paund
services. Bank B expects the arrangement to reinforce its offering in financial savings and Wbiioll @i1guig ddlo Wilpdao (1607 0 abgpe jioy Loguw iyl

market products.

37. The main feature of bank C's legal form is that it causes the separate vehicle to be | 2oy Lnaio glall jlicl Jl (38 ail oo 9" vl olhdl Jaul) dwyiyl dawdl ga4i .37
considered in its own right (i.e., the assets and liabilities held in the separate vehicle are the | LAl wiloljillg JgDT o2 Jdpaiall glall o gy Beinall tiloljil g Jandll UT (ST) ails
assets and liabilities of the separate vehicle and not the assets and liabilities of the | duuwdy d&4lo dno "L'g T il go J5 ellayg (cuopbll caloljillg Jg_DT Cuudg Joeiall
parties).Banks A and B each have a 40 per cent ownership interest in bank C, with the | (lc [g51liolg %20 =g dylall Gaull (6 deuiall duudll 2ljal 2o 2" clifl o %40
remaining 20 per cent being listed and widely held. The agreement between bank A and | clill dbuiul le a5l hudl (Je "u” elidlg T Ll ol Glaidl oy .2uwlg Glbd
bank B establishes joint control of the activities of bank C. -

38. In addition, bank A and bank B entered into an irrevocable agreement under which, even in | Jb ;6 1o «ngay glely Heill Ll pe lail "w'q T laddl ppT s Gl ol .38
the event of a dispute, both banks agree to provide the necessary funds in equal amount | ¢Jjiio JAudy llasy (_'JT Jodl cdbi glg qlwo glioy dojilll Jlgodl aya8i (le .clji 3gag
and, if required, jointly and severally, to ensure that bank C complies with the applicable (§T cloyiwlg dsihioall duoinall Cl_ob.Jlezg Cilsypil) "o elidl Jiiay UT glan] .0axiog
legislation and banking regulations, and honors any commitments made to the banking | @0 %50 divwui laJ Loyb J5 Jaai pljddl [2s Jioy .duopmoll cilbluwll G| 0385 culoljil
authorities. This commitment represents the assumption by each party of 50 per cent of any wopnall dokidlg coleypiil "o elidl JUiol gland dojll LJlg.oT (ST
funds needed to ensure that bank C complies with legislation and banking regulations.

Analysis Julnill
39. The joint arrangement is carried out through a separate vehicle whose legal form confers | ool gy Jnell dulbo] olbil dbduw oy Jneio gd JUd go elpiiuall cuyiyill JSJ_j .39
separation between the parties and the separate vehicle. The terms of the binding | il JgDT 0 98> logial guoybll UEL; ool il baui (0éi 1 .Jneaiall glallg
arrangement do not specify that the parties have rights to the assets, or obligations for the | Ol (6 (§g8> lagyal guoybll UT e pdy aidl Ut el alelldl (e wilinlg gT o
liabilities, of bank C, but it establishes that the parties have rights to the net assets of bank | oljfdl (Je 218 "2" clidl g4 ) 15l acall pyasil guopbll oljill ol 2" clil JQ.DT
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C. The commitment by the parties to provide support if bank Cis not able to comply with the
applicable legislation and banking regulations is not by itself a determinant that the parties
have an obligation for the liabilities of bank C. There are no other facts and circumstances
that indicate that the parties have rights to substantially all the economic benefits of the
assets of bank C and that the parties have an obligation for the liabilities of bank C. The joint

arrangement is a joint venture.

e v CU'T..I 15350 olc d@ils an 0 iz U lgy Jgazall diopnall dah iUlg cileypinill

atopbll of Gl it (531 Logibs gl @ileo sl 207 g 2" eliyl ciloljill ge wslg uoybll
ole iy alg "2" elil Jgo Il dpplnisll eoliall 2100 6 s92 J4uiy 16gas glalay
o eqpito ga eyl wuipill "o el ciloljill ge Liolg cuophll

40. Both banks A and B recognize their rights to the net assets of bank C as investments and

account for them using the equity method.

anwlaall glogiyg wiljlaiiwls "a" wlidl Jool 6o 6 lagsgds "w'g T ¢laill vy 40
auslall Ggao ddyb olaaiwl lgic

Example 6 - Oil and Gas Exploration, Development and Production Activities

aslislg opghig jlellg haill g Luaill dbuisl - 6 Jlio

41. Entities A and B (the parties) set up a separate vehicle (entity H) and a Joint Operating
Agreement (JOA) to undertake oil and gas exploration, development and production
activities in country 0. The main feature of entity H's legal form is that it causes the separate
vehicle to be considered in its own right (i.e., the assets and liabilities held in the separate
vehicle are the assets and liabilities of the separate vehicle and not the assets and liabilities

of the parties).

Jrediill aslail olplg ("p" dgall) Joaio glid clily (glopbll) "w'g T gligall ogai 41
ol 3043 9" 2l 6 aslillg opghig jlellg baill ge Luaiill abiil plall il
22y doaio gl liel Il olbil gl (558 il ;0 "a" dgall olill J.iu) duyiyl
ol ciloljillg Jgol o Joaiall glall Lo gy Bainall ciloliilulg Jgodl of i) ails
(cuoybll ciloljillg Jool cuudg Jnéiall

42. Country O has granted entity H permits for the oil and gas exploration, development and

production activities to be undertaken in a specific assigned block of land (fields).

0 aoliilg opghig jlellg baill ge wusitll dbuiil aeill aylod "o" agall "g" 2l pio .42
(Jgaall) 83200 o)l debs

43. The agreement and JOA agreed by the parties establish their rights and obligations relating

to those activities. The main terms of those agreements are summarized below.

l0g508> le audybll b g0 lgie @aiall Chiholl Juiill laly Glaill iy 43
lslertl el duiyl bopill palo (b lows abuiidl el dasleiall lagilinlgg

Agreement

QGlaill

44, The board of entity H consists of a director from each party. Each party has a 50 per cent
holding in entity H. The unanimous consent of the directors is required for any resolution to

be passed.

dgall go %50 Loyb J5 clloy Lopb J5 o 8)la] yuloo grie "p" dgall 615 gulao ary 44
M1 T jlan 6)la 01 ulao elirel Jis o glas il asslgall Lulbiyg o'

Joint Operating Agreement (JOA)

epuall Jud il dublasl

45. The JOA establishes an Operating Committee. This Committee consists of one
representative from each party. Each party has a 50 per cent participating interest in the

Operating Committee.

0 2olg Jino o chLua_u.UI 0w Ay din cluw] Gle elypiiall Jus il asleil pdi .45
Ao il ainlll 0 %50 dpwiy a5)liuo dnn wopb (J5 ellay wopb J4

46. The Operating Committee approves the budgets and work programs relating to the

activities, which also require the unanimous consent of the representatives of each party.

h:=).|| llati) gﬂlg Ahidsdl asleiall Joell aolpg cilijlgall e ddusaiil diall Golgi .46

oc Jgduo gotug Joiad qopbll 208 gusi el wopb 5 oo go glanly aaslgo
620020l Josll aoly 2uaiig §)la]
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One of the parties is appointed as operator and is responsible for managing and conducting

the approved work programs.

47. The JOA specifies that the rights and obligations arising from the exploration, development
and production activities shall be shared among the parties in proportion to each party's
holding in entity H. In particular, the JOA establishes that the parties share:

a. The rights and the obligations arising from the exploration and development permits
granted to entity H (e.g., the permits, rehabilitation liabilities, any royalties and taxes
payable);

b. The production obtained; and

c. All costs associated with all work programs.

wusiill abuinl e atbll Bbolgllg @géndl ehli (e el Jusdil awslail 5aai .47
«Pgnall dag Gle " dgall o Lopb U5 diddo 2o wwliill (uopbll g oliillg pghill
:oleyhdl ejliniy of el Jus il éuslail d:w
Juw (o) "o" dagall doginall pahillg wusill ooy ge alblll wlogll (@ganll I
g {2062l d8iwo ilng juiol oquy) L..Sl ALJ._J_.EJLLH 8ole] caloljil . ogyloill  Jlodl
g9 ‘e Jgnoll aiy sall plidl .o
Jo=ll aoly 2ro0y dbyijall Lodlbill g0y

48. The costs incurred in relation to all the work programs are covered by cash calls on the
parties. If either party fails to satisfy its monetary obligations, the other is required to
contribute to entity H the amount in default. The amount in default is regarded as a debt

owed by the defaulting party to the other party.

oo S8l sl ldb pe Josll aolp 2100y Glei Lo 6aubioll Lodlaill by o .48

2063 I |_0}le a0 wilbhy) ool dilolg duli o u_l_OJ.b_” U.o 5| @ml |3|g Lolib Il

sl 0 pl_mJI wophll e REVIT o pLLoJI slwall 3959 2" dgall .| meJI sluall
I ol

Analysis

Julaill

49. The parties carry out the joint arrangement through a separate vehicle whose legal form
confers separation between the parties and the separate vehicle. The parties have been able
to reverse the initial assessment of their rights and obligations arising from the legal form
of the separate vehicle in which the arrangement is conducted. They have done this by
agreeing terms in the JOA that entitle them to rights to the assets (e.g., exploration and
development permits, production, and any other assets arising from the activities) and
obligations for the liabilities (e.g., all costs and obligations arising from the work programs)

that are held in entity H. The joint arrangement is a joint operation.

Joall dyilhol ol dhib ash o Joeio ol J15 go bl Ll lopbll 2l .49

lngdganl ol agsill 245 ude go olophll ol Jnaioll gllly guopbll oy

clls ljadl 289 iyl awo 26i (sall Joaiall gl olhil J4ull ge diwlll lagilinlgg

0 6982 loglgay il eyl Jreadl dusladl L_,o 6aylgll bopall e déslgall pe

oe 4Ll Pl Jool slg il pghillg Lusidl aylos Juall duw sle) Jood

aolp e diblll bolgllg cadldil gwan Jliodl Juww le) clboljildl ge cilinlgg (abuiu I
aspiio dlac go elpidall cuipll "o" dgall (o g baing Ll (Josll

50. Both entity A and entity B recognize in their financial statements their own share of the
assets and of any liabilities resulting from the arrangement on the basis of their agreed
participating interest. On that basis, each party also recognizes its share of the revenue

(from the sale of their share of the production) and its share of the expenses.

ac dasl wiloljll &l gog Jgodl ¢o Lginos dylall lgallgs (o6 "w” agallg " dgall cuii .50
ool Lopb J5 vy vl dl elis §og Lgule @aiall logisjlito oo gulwl e el

ilogpoall o ainng (aUl o dinn gu o) wilalydl o dino

Example 7 - Liquefied Natural Gas Arrangement

Jluall Geuhll jloll Ly — 7 Jlio

51. Entity A owns an undeveloped gas field that contains substantial gas resources. Entity A

determines that the gas field will be economically viable only if the gas is sold to customers

ol T &gall 2205 &yags ilady jlal sjlgo e sginy jgho e jle Jao T dgall ellay 51
lay plsl) aojlall @lguwdl (Lo cllosl jloll 2y 15l hoo Galnisl hano jgiuw jlell Jén
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in overseas markets. To do so, a liquefied natural gas (LNG) facility must be built to liquefy | dbuwlgy aléi ganall go yoy Cuoy jloll Juuwd Jluall eubll jloll slitio ey Loy
the gas so that it can be transported by ship to the overseas markets. Ayl @lgwdl I ol
52. Entity A enters into a joint arrangement with entity B in order to develop and operate the 6T_liLj.Og il Jéo Juoiiiq pahi ol o "u dgall 0 Cljluo iy 0 T dagall Jnai b2
gas field and the LNG facility. Under that arrangement, entities A and B (the parties) agree | dasluall (Jc (glophll) "W'q T oligall @oii il s cingay . Jlwall eubll jloll
to contribute the gas field and cash, respectively, to a new separate vehicle, entity C. In | clli hléo 0 "2" dgall ga 2y30 Jnaio gbd o Slgll e asillg jloll Jéay
exchange for those contributions, the parties each take a 50 per cent ownership interest in | &gl doull gobi "2" dgall ;o %50 duwiy 4blo apo wolb J5 J.:)TJ o lwoll
entity C. The main feature of entity C's legal form is that it causes the separate vehicle to be | Jqolll UT 5|) dild 20y Joaiall gladl jlicl ] 24 ail o0 "2" dgall olbul Jhuul
considered in its own right (i.e., the assets and liabilities held in the separate vehicle are the JgDT wilg Jooiall oAl wleljilg JgDT 2 Jnaioll glall 6 Loy bb_b_o.ll loljilUlg
assets and liabilities of the separate vehicle and not the assets and liabilities of the parties). a0l loljillg
53. The binding arrangement between the parties specifies that: DlJ Lo u.l_c arorbll pJ.l.oJl I_LLJJ.L” J2ay .53
a. Entities A and B must each appoint two members to the board of entity C. The board of | (§olg UI g .o" dgall §)la] yuloo 0 (ugnie "wi'g T osigall o 15 (=i UI Y] 1
directors must unanimously agree the strategy and investments made by entity C. Lgy pgai Ul wljlaliwdlg "2" dgall dusuiliiwl e cloo b 6)la I gulao
b. Day-to-day management of the gas field and LNG facility, including development and | .Jlwoll eubll jloll 6T_1Liog jll JanJ duogdl 6jla Ul JLo.cL " dgall gabgo pgdy .
construction activities, will be undertaken by the staff of entity Bin accordance with the | o0 kit J4uiy lgde @Gaioll vilgingill 8og clivlg pghill bl el 0 Loy
directions jointly agreed by the parties. Entity C will reimburse B for the costs it incurs | jloll J&5 6j5] (56 @24l Gill cadlaill e " dgall "o" dgall Haeig .guopbll Jud
in managing the gas field and LNG facility. Jwall euhll jlell 6L3L|.'Log
c. Entity Cis liable for taxes and royalties on the production and sale of LNG as well as for | Jluwoll eublljlell 2uq oli] Gle juio Ul oguw)g il ge dgduo "o" dgall ggdi .2
other liabilities incurred in the ordinary course of business, such as accounts payable, | .diflaJl aoall Jio .3l Jlacdl Gluw 0 sl Sl oIl bl e elasg
site restoration and decommissioning liabilities. .dilljlg 26q0ll LJJ.E)L 6ole| wiloljillg
d. Entities A and B have equal shares in the surplus from the activities carried out in the | w il (0 120 Sl dbuii Il o (flall 0 @iglwio lons "Li'g T oligall ellai
arrangement and, as such, are entitled to equal shares of any dividends or similar | dilao cileyjqi gT QLUT Gilsyjai (§T 0 dglwio pno Lle Jgnoll log) @y . Jllg
distributions made by entity C. Lo dgall lgoasy
54. The binding arrangement does not specify that either party has rights to the assets, or | .aloljl Ul e cilinlg gT Jao 0 @98 a3l guoibll o =L1T UCL; ojlall Ll oy A .54
obligations for the liabilities, of entity C. o dgall Lo
55. The board of entity C decides to enter into a financing arrangement with a syndicate of | (-6 6acluall (o6l yo degono 20 Jigad L Wil 6 Jgaall "o dgall éjla] yulao 56y .55
lenders to help fund the development of the gas field and construction of the LNG facility. | 6j38all dalaill cgono 2li .Jluoll eubll jlll sliiio cliulg jlell Jéo pgohi Jigod
The estimated total cost of the development and construction is CU1,000 million.’ 1.(5393#1 JUy uado 1,000 clawillg pohill
"in this example monetary amounts are denominated in ‘currency units (CU)". S92l JUPb @281l 2Jlall e pe . Jliadl 1am 6!
56. The lending syndicate provides entity C with a CU700 million loan. The arrangement | (Je vl 539y .sag2uw JUj ggido 700 dios LDJ.D "o" agall G| cuoysall sladl ploJ b6
specifies that the syndicate has recourse to entities A and B only if entity C defaults on the | L (06 ool e 2" dgall vualAad 15| bao "ui'g I gl I ggg}ll syl (G ail
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loan arrangement during the development of the field and construction of the LNG facility.
The lending syndicate agrees that it will not have recourse to entities A and B once the LNG
facility is in production because it has assessed that the cash inflows that entity C should
generate from LNG sales will be sufficient to meet the loan repayments. Although at this
time the lenders have no recourse to entities A and B, the syndicate maintains protection

against default by entity C by taking a lien on the LNG facility.

o) ail Lle guopeall alail Golg .Jluall Geubll jlall sliio clilg Janll pabi il (ol

wlaoaill gl )36 6l ol gl Jluall Geubll jlell slide T of b "wrg T guigall Ll bl
095w Jluall Geubll jlell vilewo go wawgi "a" dgall Gle el Gl @slall dasill
T saigall Gl egadl uoisall @ay I cusgll 13w 6 al aeyl Gle .pguall sl dols
a3y JAb g0 "5" dgall Jub (o slawdl ge calaill an &laall (e Bislay slail ¢l 1] "w'q

Jluall seubdl o)l eliio

Analysis

Julaill

57. The joint arrangement is carried out through a separate vehicle whose legal form confers
separation between the parties and the separate vehicle. The terms of the binding
arrangement do not specify that the parties have rights to the assets, or obligations for the
liabilities, of entity C, but they establish that the parties have rights to the net assets of entity
C. The recourse nature of the financing arrangement during the development of the gas field
and construction of the LNG facility (i.e., entities A and B providing separate guarantees
during this phase) does not, by itself, impose on the parties an obligation for the liabilities of
entity C (i.e., the loan is a liability of entity C). Entities A and B have separate liabilities, which
are their guarantees to repay that loan if entity C defaults during the development and

construction phase.

asoihll qu Jnoll dilbo| goLbi“ alAdh ayly Joaio gus Jib o il il n_o_u 57
gl Jaodl o @eaa Lagial wasybll ol eilall Ll bapb 2207 U Jnaiall glllg
olo o Bgan glalay uorhll ol Lle oy dd) 2" dgall o Wbl ge bl
jlall sliio cliilg jlall Jas yghy clifl Jigaill Luiyi )] egalll daub of 2" dgall Jgol
13 I (@lsjoll 0am J1b dlnaio cililan gloady "w'g T cuigall of ) Jluall 2ubll
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58. There are no other facts and circumstances that indicate that the parties have rights to
substantially all the service potential or economic benefits of the assets of entity C and that
the parties have an obligation for the liabilities of entity C.The joint arrangement is a joint

venture.

2403 0 (S92 A 15gaa glaloy gusybll ol Gl i (15T Logbg @iles (sl a2g7 U 58
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59. The parties recognize their rights to the net assets of entity C as investments and account

for them using the equity method.
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Example 8—Accounting for acquisitions of interests in joint operations in which the activity

constitutes an operation
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60. Municipalities A, B and C have joint control of Joint Operation D whose activity constitutes

an operation, as defined in IPSAS 40, Public Sector Combinations.
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61. Municipality E acquires municipality A's 40 per cent ownership interest in Joint Operation D

at a cost of CU300 and incurs acquisition-related costs of CU50.
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62.

Illustrative Examples

The binding arrangement between the parties that Municipality E joined as part of the
acquisition establishes that Municipality E's shares in several assets and liabilities differ
from its ownership interest in Joint Operation D. The following table sets out Municipality

E's share in the assets and liabilities related to Joint Operation D as established in the
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binding arrangement between the parties: WiloljilUlg Jgo il oo 9" @aldl dno
Municipality E's share in the assets and ) qu | 4ylosll) dalaiol
liabilities related to Joint Operation D %48 lasallg Wl Tlg wljlaell
Property, plant and equipment 48% %90 (6)guil clifiwly) dwgalall pé Jgndl
Intangible assets (excluding goodwill) 90% %40 diyaoll ooall
Accounts receivable 40% %40 Se)tael]
Inventory 40% %15 acloill golio Wlbinlg
Retirement benefit obligations 15% %40 aiflall ooall
Accounts payable 40% %5b6 dloisoll lol U Ul
Contingent liabilities 56%
Analysis Jyas
63. Municipality E recognizes in its financial statements its share of the assets and liabilities | ojlall caiyill e bl cloljidlg Jaol o lgins dllall lgallgs (o 9" dualdl cudi .63
resulting from the binding arrangement (see paragraph 23). ) (23 apaall 1hil)

b4,

It applies the principles on acquisition accounting in IPSAS 40 and other IPSASs for
identifying, recognizing, measuring and classifying the assets acquired, and the liabilities
assumed, on the acquisition of the interest in Joint Operation D. This is because Municipality
E acquired an interest in a joint operation in which the activity constitutes an operation (see

paragraph 24A).
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65.

However, Municipality E does not apply the principles on acquisition accounting in IPSAS 40
and other IPSASs that conflict with the guidance in this Standard. Consequently, in

accordance with paragraph 23, Municipality E recognizes, and therefore measures, in

dwball jueo 6 63)lgl Slgaiwdl e dnwlaoll gsalio "g" @alul @by U .ells o acylly .65
62)lg)l wiblwy Ul 20 o)leii illg sl ploll clhall daunlaall leog 40 olell clhall
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relation to its interest in Joint Operation D, only its share in each of the assets that are jointly
held and in each of the liabilities that are incurred jointly, as stated in the binding
arrangement. Municipality E does not include in its assets and liabilities the shares of the

other parties in Joint Operation D.

g0 g jlall Ll 0 Losle pgolall o J8iy sausiall wloljil 6o JS ;59
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66. IPSAS 40 requires the acquirer to measure the identifiable assets acquired and the liabilities | i Ul 2y321l) aLlsll Jan Il juusy UT 5goiwall go 40 Jgall dnwlaoll juzo wulbiy .66
assumed at their acquisition-date fair values with limited exceptions; for example, a | (e 639300 Wleliliwl 20 dlgaiwll Ayl (6 dalell lgays) dlanioll wileljilUlg Lgiliis]
reacquired right recognized as an intangible asset is measured on the basis of the | Joll (}uLuJT e gugolo pe J_DT_‘) cuiollg ol aleall @Gall guls ol (Jladl Juw
remaining term of the related binding arrangement regardless of whether market | ggpbipw @gull (56 gadjluall gl 15] lac fhill By dnll wls pflall cuiiill go Séuall
participants would consider potential renewals of binding arrangements when measuring | 2@ 20 guléll 13 (p)lel U .dlslell lgiosd yulis aic dojlo Wl dloine tilayani (6
its fair value. Such measurement does not conflict with this Standard and thus those ldbioll elli ibiy g ji=oll
requirements apply.

67. Consequently, Municipality E determines the fair value, or other measure specified in IPSAS | clbal) duwlball jueo (6 3200 }QT:LLULLQ_O gT Alolell dogsll "q" ol baad ey e ey (67

40, of its share in the identifiable assets and liabilities related to Joint Operation D. The
following table sets out the fair value or other measure specified by IPSAS 40 of Municipality

E's shares in the identifiable assets and liabilities related to Joint Operation D:

Fair value or other measure specified by
IPSAS 40 for Municipality E’s shares in
the identifiable assets and liabilities of

Joint Operation D (CU)
Property, plant and equipment 138
Intangible assets (excluding goodwill) 72
Accounts receivable 84
Inventory 70
Retirement benefit obligations (12)
Accounts payable (48)
Contingent liabilities (52)
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138 cilasallg cuddlg caljlasll
72 (61 gl clifiwl) dwgolall pé Joo Il
84 diyaoll ooall
70 ggjaoll
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(48) daiflall aoall
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Deferred tax liability (see the international (52) doinall wloliidl
or national standard dealing with income (24) ) | J.bJ|) dJQ@.QJl d_up:le |L||_0|j_'1'J|
taxes) (24) il Jality 53l bl of Jgall
Net assets 228 (Jaadl
228 Jandll Lolo
68. In accordance with IPSAS 40, the excess of the consideration transferred over the amount | gonAoll 2lall ge Jgoall el 6 620l J:Luuj 40 ploll clbsl daunlaall jusol Bog .68
allocated to Municipality E's shares in the net identifiable assets is recognized as goodwill: :6pguid aanill aulsll Joodil Lolo (o "g" dyalul dnal
Consideration transferred CU300 292w Jby 300 Joaall pgall
Municipality E's shares in the identifiable assets Jly 228 alall wloljil g Jondl (w6 "q" aalul dno
398 . :
and liabilities relating to its interest in the joint CuU228 < ) a5l dloell (L0 lginay ddleiall 2yaaill
ti - :
operation sag2w JUy 72 &gl
Goodwill CU72

69.

Acquisition-related costs of CU50 are not considered to be part of the consideration
transferred for the interest in the joint operation. They are recognized as expenses in
surplus or deficit in the period that the costs are incurred and the services are received (see
paragraph 111 of IPSAS 40).
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Example 9—Contributing the right to use know-how to a joint operation in which the activity

constitutes an operation

bluill lgy6 Jaiy Sl a55iuo dlos) dopeall plaiiwl (6 @Gall 6 dosbwall - 9 JUall
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70.

Entities A and B are two entities whose activities are the construction of high performance

batteries for diverse applications.

dcgilo wlayhil Il ayle cilylhy cli] 6 lagbli Jiai gligs lam "w'g T gligall .70

71. In order to develop batteries for electric vehicles they set up a binding arrangement (Joint | ("q" d4io ddoc) lojlo iy gligall cueng dadlygall caljiwdl culylby pohi JQT g0 .71
Operation Z) to work together. Entities A and B share joint control of Joint Operation Z. This | 1am ."q" @5jtuall dylasll e dSpuall sihpull 0 "w'g Jr oligall ¢ljiiiiq oo Jo=l
arrangement is a joint operation in which the activity constitutes an operation, as defined in | c¢lball duwlball Jho (6 Loje0 g L% dilac bluill lgro J4uuy a5y ddac ga il
IPSAS 40. 40 plell

72. After several years, the joint operators (Entities A and B) concluded that it is feasible to | ¢40nll (30 ail S ('w'g T oligall) aspisiall dalasll 0 gl (plb Wlgiuw 6ac a9y .72

develop a battery for electric vehicles using Material M. However, processing Material M
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requires specialist know-how and thus far, Material M has only been used in electricity
generation.

73. In order to get access to existing know-how in processing Material M, Entities A and B | ¢l "a"dgall "W'g i oligaJl iy "a" 6olall jugad (6 dailell dopeall I Jaogll Jol oo .73
arrange for Entity C to join as another joint operator by acquiring an interest in Joint | "g" @5jiiall dlasll (6 dno 3lgaiwl Gub ge dSpuiall dlasll 0 Pl el onii
Operation Z from Entities A and B and becoming a party to the binding arrangements. aojlall culuipill o bbb auni UTg g T aigall o

74. Entity C's activity so far has been solely the generation of electricity. It has long-standing | d2uwlgg 201l digb dojeo lgialg .clpg4ll adgi sqw oIl in "2" dgall bliu g4 o) .74
and extensive knowledge in processing Material M. 2" 6olall dalleo (06

75. In exchange for its share in Joint Operation Z, Entity C pays cash to Entities A and B and | "wJg T odigal) @265 2llo 2" dgall 2625 "q" a5l dasll o lgino hléo (6 .75
grants the right to use its know-how in processing Material M for the purposes of Joint | &oleydlg ."q" @yiitoll dulasll pledl 5" 6olall 4027 (6 Lgibjeo pladiwl 6 (@5 piaig
Operation Z. In addition, Entity C seconds some of its employees who are experienced in | JI "3" 6alall jugai (6 dpall (593 o am (il lgrebgo go "2" dgall pei s ]
processing Material M to Joint Operation Z. However, Entity C does not transfer control of | "wi"q T atigal) dopenll e bl Jgai U "o" dgall glo «wells 20 ."g" d5jiuall dlosll
the know-how to Entities A and B or Joint Operation Z because it retains all the rights to it. | "2" dgall G2 (pgnall dag le lgdgsn 2ian Bain lgidl "q" dbpidioll ddasl) gT
In particular, Entity C is entitled to withdraw the right to use its know-how in processing (§T 092 =l lgrebgo Linuug 3" éolall jigai (o lgioyeo plaaiwl (o lgés winw
Material M and to withdraw its seconded employees without any restrictions or | 0 lgi5jluo ge Cuaogi 15] "g" djiiall dlasll gT "L'g T aigal) vleyged gT BYetls)
compensation to Entity A and B or Joint Operation Z if it ceases its participation in Joint Sq" a5l dlasll
Operation Z.

76. The fair value of Entity C's know-how on the date of the acquisition of the interest in the joint | 1,000 @5juoll dloell (0 dnall Hlgaiwl 2yl 0 "2" dgall dopeal dalell dagall 2lii .76
operation is CU1,000. Immediately before the acquisition, the carrying amount of the know- | () dgall alall @ilgall (6 dopeall dyioall dogsll ciils djgo slgaiw il Jis (sagew JU)
how in the financial statements of Entity C was CU300. «S2g2uw JUy 300

Analysis Julai

77. Entity C has acquired an interest in Joint Operation Z in which the activity of the joint | dlasll blui lgro Jady Ul "g" dSpwall dlasll (6 dno e " dgall wagaiwl .77
operation constitutes an operation, as defined in IPSAS 40. 40 olall clbsl) duuball juso (6 oo g lab Jdlac a5 il

78. In accounting for the acquisition of its interest in the joint operation, Entity C applies all the | ¢salall gra0 2" dgall @b dsyiiall dlasll 0 lgino (e dlgaiwll ge duwloall aic .78
principles on acquisition accounting in IPSAS 40 and other IPSASs that do not conflict with | duwloall leoq 40 plell clbhsll duwlbboll Lo 0 lgaiwdl ye duwball dsleioll
the guidance in this Standard (see paragraph 24A). Entity C therefore recognizes in its | .(124 opaall ihil) jueall 158 0 63)lgll bl Ul g0 (pjleii U LUl sl plall clhall
financial statements its share of the assets and liabilities resulting from the binding | cawipil ge @ailill wloljilllg Jgndl o lginos dadlall lgallgs 0 (2) dgall iy ellal
arrangement (see paragraph 23). (23 8pa0ll ihil) ojlall
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79. Entity C granted the right to use its know-how in processing Material M to Joint Operation Z | "g" d5yiuiall dla=ll J] ">" 6slall g2 (0 lgiojeo plaaiwl 6 @all "a" dgall Cunio .79
as part of joining Joint Operation Z as a joint operator. However, Entity C retains control of | glo «2l3 g0 .d55uioll dloell o ¢ljlias "q" ddpiiall ddasll J] olabidl go cjas
this right because it is entitled to withdraw the right to use its know-how in processing | a2 0 lgi6}20 plaaiwl (§o wiaw lg) §oy @l gall 1as e phuwll baiai "o dgall
Material M and to withdraw its seconded employees without any restrictions or any | dosll gT "U'g T oiigall Puged @T gT Jqud @T 093 ujleall lgrohgo Linuwg "2" 6olall
compensation to Entities A and B or Joint Operation Z if it ceases its participation in Joint 9" @5puall dlosll 0 Lgisjluo ge Luadgi 5] "g" a5yl
Operation Z.

80. Consequently, Entity C continues to recognize the know-how in processing Material M after | (6 dno (le 3lgaiw il a9) 3" 6slall jpeai 6 dopeall Gl "o" dgadl paiwi wellal dayii .80

the acquisition of the interest in Joint Operation Z because it retains all the rights to it. This
means that Entity C will continue to recognize the know-how based on its carrying amount
of CU300.As a consequence of retaining control of the right to use the know-how that it
granted to the joint operation, Entity C has granted the right to use the know-how to itself.
Consequently, Entity C does not remeasure the know-how, and it does not recognize a gain

or loss on the grant of the right to use it.
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