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Basis for Conclusions 

[The original text has been marked up to reflect the revision of IAS 16 and IAS 31 in 2003; 

new text is underlined and deleted text is struck through.] 

8 IAS 31.4839 requires that, while the assets are retained in the joint venture, the 

venturer should recognise only that portion of the gain or loss which is 

attributable to the interests of the other venturers.  Additional losses are 

recognised if required by IAS 31.4839. 

9 IAS 31.4839 refers to the transfer of the ‘significant risks and rewards of 

ownership’ as a condition for recognition of gains or losses resulting from 

transactions between venturers and joint ventures.  IAS 18.16(a) to (d) contain 

examples of situations where the risks and rewards of ownership are typically not 

transferred.  This guidance also applies by analogy to the recognition of gains or 

losses resulting from contributions of non-monetary assets to JCEs.  Since the 

venturer participates in joint control of the JCE, it retains some ‘continuing 

managerial involvement’ in the asset transferred.  However, this does not 

generally preclude the recognition of gains or losses since joint control does not 

constitute control to the degree usually associated with ownership (IAS 18.14(b)). 

10 Paragraph 92 of the Framework states: ‘income is recognised in the income 

statement when an increase in future economic benefits related to an increase in an 

asset or a decrease of a liability has arisen that can be measured reliably’.  

IAS 18.14(c) requires, among other conditions, that revenue from the sale of goods 

should be recognised when ‘the amount of revenue can be measured reliably’.  

The requirement for reliable measurement also applies to the recognition of gains or 

losses resulting from a contribution of non-monetary assets to a JCE. 

11 IAS 18.12 explains that ‘when goods and services are exchanged or swapped for 

goods or services which are of similar nature and value, the exchange is not 

regarded as a transaction which generates revenue’.  IAS 16.22 says that ‘an item 

of property, plant and equipment may be acquired in exchange for a similar asset 

that has a similar use in the same line of business and which has a similar fair 

value.  An item of property, plant and equipment may also be sold in exchange 

for an equity interest in a similar asset.  In both cases, since the earnings process 

is incomplete, no gain or loss is recognised on the transaction’.
*
  The same 

rationale applies to a contribution of non-monetary assets since a contribution to a 

JCE is, in substance, an exchange of assets with the other venturers at the level of 

the JCE. 

12 To the extent that the venturer also receives cash or non-monetary assets dissimilar 

to the assets contributed in addition to equity interests in the JCE, the realisation of 

                                                           

*
  IAS 16 Property, Plant and Equipment as revised by the IASB in 2003 requires an entity to measure an 

item of property, plant and equipment acquired in exchange for a non-monetary asset or assets, or a 
combination of monetary and non-monetary assets, at fair value unless the exchange transaction lacks 

commercial substance.  Previously, an entity measured such an acquired asset at fair value unless the 

exchanged assets were similar. 
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which is not dependent on the future cash flows of the JCE, the earnings process is 

complete.  Accordingly, the appropriate portion of the gain on the non-monetary 

contribution is recognised in profit or loss for the period. 

13 It is not appropriate to present unrealised gains or losses on non-monetary assets 

contributed to JCEs as deferred items since such items do not meet the 

recognition criteria for assets or liabilities as defined in the Framework 

(paragraphs 53 to 64 and paragraphs 89 to 91). 

Date of consensus 
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