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This document contains the following sections: 

· Appendix 1 – A summary of IAS 27 (2011)
· Appendix 2 – EFRAG’s Technical Assessment of IAS 27 (2011) against the endorsement criteria
· Appendix 3 – EFRAG’s evaluation of the costs and benefits of IAS 27 (2011)
Appendix 1
a summary of IAS 27 (2011)
Background
1 Some of the changes in IAS 27 (2011) result from the development of IFRS 10 Consolidated Financial Statements (IFRS 10) and, as a consequence, the guidance on consolidation has been moved from the existing IAS 27 Consolidated and Separate Financial Statements (IAS 27) to IFRS 10.
2 Other amendments result from the development of IFRS 11 Joint Arrangements (IFRS 11), which addresses the accounting for joint arrangements:

(a) Joint ventures that are to be accounted for under the equity method; and

(b) Joint operations for which an entity recognises the assets, liabilities, revenue and expenses relating to its interest in a joint operation in accordance with applicable IFRSs. 

3 Currently, entities that prepare separate financial statements under IFRSs, account for investments in jointly controlled entities (which could be classified under IFRS 11 as joint ventures or as joint operations) either at cost or in accordance with IAS 39 Financial Instruments: Recognition and Measurement (i.e. the reference to IFRS 9 Financial Instruments should be read as a reference to IAS 39).
What has changed?

4 Most of the existing requirements to account for investments in subsidiaries, joint ventures (as defined in existing IAS 31 Interests in Joint Ventures (IAS 31)) and associates in the separate financial statements prepared under IFRSs have been carried forward to IAS 27 (2011). Only a limited number of minor clarifications have been added which are described below:
(a) Terms and definitions: The definitions and terms used in IAS 27 (2011) have been made consistent with the terminology used in IFRS 10, IFRS 11, IFRS 12 Disclosure of Interests in Other Entities (IFRS 12) and IAS 28 (2011) Investments in Associates and Joint Ventures (IAS 28 (2011)).

(b) Relocation of requirements: Except for (c) below, the requirements applicable to separate financial statements have been moved from existing IAS 28 Investments in Associates and IAS 31 to IAS 27 (2011).
(c) Accounting for joint operations: The accounting requirements in the separate financial statements (of the joint operators and of the parties without joint control) relating to interests in joint operations structured through a separate vehicle have been moved to IFRS 11. This means that interests in joint operations will be accounted for in the separate financial statements in the same way as in the consolidated financial statements. EFRAG’s initial assessments of IFRS 11, including this amendment, are discussed in a separate document.
(d) IFRSs applicable for separate financial statements: The standard clarifies that an entity that prepares separate financial statements under IFRSs, must apply all relevant IFRSs. 
(e) Disclosure: To achieve consistency with the requirements in IFRS 12, an entity is required to disclose the principal place of business of the entity (and country of incorporation if different) of a parent and of all significant investments in subsidiaries, joint ventures and associates. 

When does IAS 27 (2011) become effective?

5 IAS 27 (2011) becomes effective for the annual periods beginning on or after 1 January 2013. Earlier application is permitted, but only if an entity applies IAS 27 (2011) together with IFRS 10, IFRS 11, IFRS 12 and IAS 28 (2011). 
Appendix 2
EFRAG’s TECHNICAL assessment of IAS 27 (2011) against the endorsement criteria
In its comment letters to the IASB, EFRAG points out that such letters are submitted in EFRAG’s capacity of contributing to the IASB’s due process. They do not necessarily indicate the conclusions that would be reached by EFRAG in its capacity of advising the European Commission on endorsement of the definitive IFRS in the European Union and European Economic Area.

In the latter capacity, EFRAG’s role is to make a recommendation about endorsement based on its assessment of the final IFRS or Interpretation against the technical criteria for the European endorsement, as currently defined. These are explicit criteria which have been designed specifically for application in the endorsement process, and therefore the conclusions reached on endorsement may be different from those arrived at by EFRAG in developing its comments on proposed IFRSs or Interpretations. Another reason for a difference is that EFRAG’s thinking may evolve.
Does the accounting that results from the application of IAS 27 (2011) meet the technical criteria for EU endorsement?
1 EFRAG has considered whether IAS 27 (2011) meets the technical requirements of the European Parliament and of the Council on the application of international accounting standards, as set out in Regulation (EC) No 1606/2002, in other words that IAS 27 (2011):
(a) is not contrary to the principle of ‘true and fair view’ set out in Article 16(3) of Council Directive 83/349/EEC and Article 2(3) of Council Directive 78/660/EEC; and 

(b) meets the criteria of understandability, relevance, reliability and comparability required of the financial information needed for making economic decisions and assessing the stewardship of management.

EFRAG also considered whether it had any evidence that it would not be conducive to the European public good to adopt IAS 27 (2011).
Approach adopted for the technical evaluation of IAS 27 (2011) 
2 EFRAG notes that the following changes to existing IAS 27 (described in Appendix 1) are mainly minor consequential amendments or clarifications of existing IFRSs: 
(a) Terms and definitions; 

(b) Relocation of requirements;
(c) IFRSs applicable for separate financial statements; and

(d) Disclosure.
3 In EFRAG’s view, these four amendments are straightforward – they clarify or correct existing IFRSs in minor ways – and do not raise significant concerns. For this reason, they are not discussed specifically in this Appendix. 

4 The more fundamental amendment to existing IAS 27 relates to the accounting for joint arrangements structured through a separate vehicle and classified as joint operations under IFRS 11. EFRAG initial assessments of IFRS 11, including this amendment, are discussed in a separate document.
5 For the above reasons, EFRAG’s initial assessment is that IAS 27 (2011) satisfies the criteria of relevance, reliability, comparability and understandability.
True and Fair

6 EFRAG’s initial assessment is that the information resulting from the application of IAS 27 (2011) would not be contrary to the true and fair view principle. 

European public good

7 EFRAG is not aware of any reason to believe that it is not conducive to the European public good to adopt IAS 27 (2011).
Conclusion
8 For the reasons set out above, EFRAG’s initial assessment is that IAS 27 (2011) satisfies the technical criteria for EU endorsement and EFRAG should therefore recommend its endorsement. 
Appendix 3

EFRAG’s evaluation of the costs and benefits of IAS 27 (2011)
1 EFRAG has also considered whether, and if so to what extent, implementing IAS 27 (2011) in the EU might result in incremental costs for preparers and/or users, and whether those costs are likely to be exceeded by the benefits to be derived from their adoption.
Approach adopted for EFRAG’s cost and benefit assessments of IAS 27 (2011)
2 The approach adopted to conduct EFRAG’s initial assessments on the costs and benefits of IAS 27 (2011) is similar to the approach EFRAG undertook in its technical assessments of IAS 27 (2011). EFRAG focused on the changes (‘amendments’) to existing IAS 27 that are likely to result in additional costs and additional benefits to preparers and users.  
3 EFRAG notes that the following amendments to existing IAS 27 are mainly minor consequential amendments or clarifications of existing IFRSs: 
(a) Terms and definitions: The definition and terms used have been made consistent with the terminology used in IFRS 10, IFRS 11, IFRS 12 and IAS 28(2011).

(b) Relocation of requirements: Except for the accounting for joint arrangements classified as joint operations under IFRS 11, the requirements applicable to separate financial statements have been moved from existing IFRSs to IAS 27 (2011).

(c) IFRSs applicable for separate financial statements: The standard clarifies that an entity that prepares separate financial statements under IFRSs, must apply all relevant IFRSs. 
(d) Disclosure: To achieve consistency with the requirements in IFRS 12, an entity is required to disclose the principal place of business of the entity (and country of incorporation if different) of a parent and of all significant investments in subsidiaries, joint ventures and associates. 

4 In EFRAG’s view, these four amendments to IAS 27 are straightforward – they clarify or correct existing IFRS in minor ways – and do not raise significant concerns about costs and benefits to preparers and users. For this reason, they are not discussed specifically in this Appendix. 
5 In EFRAG’s view, the only significant amendment to existing IAS 27, relates to the accounting for joint arrangements classified as joint operations under IFRS 11. EFRAG initial assessments on IFRS 11, including this amendment, are discussed in a separate document.
Conclusion
6 EFRAG’s overall initial assessment is that IAS 27 (2011) will not involve any significant change in costs or benefits for preparers or users (excluding the amendment relating to the accounting for joint operations in the separate financial statements of a joint operator, which is assessed as part of EFRAG’s assessment overall assessment on IFRS 11). 
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