IV-IFRS 11-Joint Arrangements

1-Overview
IFRS 11 Joint Arrangements outlines the accounting by entities that jointly control an arrangement. Joint control involves the con-tractually agreed sharing of control and arrangements subject to joint control are classified as either a joint venture (representing a share of net assets and equity accounted) or a joint operation (representing rights to assets and obligations for liabilities).
IFRS 11 was issued in May 2011 and applies to annual reporting periods beginning on or after 1 January 2013.

2-Objective
The objective of this IFRS is to establish principles for financial reporting
by entities that have an interest in  joint arrangements .
This Standard defines the concept of joint control and requires an entity that is a party to a joint arrangement to determine the type of joint arrangement in which it participates by assessing its rights and obligations and accounting for those rights and obligations in accordance with the type of joint arrangement.

3-Scope
This standard is applied by all entities that are parties to a joint arrangement.
4- Joint arrangements
A joint arrangement is an arrangement of which two or more parties have joint control. Which has  the following characteristics [footnoteRef:2]: [2:  )op.cit. IASB (2017),IFRS  Standards,part A,p542] 

· The parties are bound by a contractual arrangement
· The contractual arrangement gives two or more of those parties joint control of the arrangement.
· Contractual arrangements are classified as a “joint operation” or a “joint venture.”

5-Joint control
Joint control is the contractually agreed sharing of control of an arrangement, which exists only when decisions about the  relevant activities require the unanimous consent of the parties sharing control.So an entity  before assessing whether an entity has joint control over an arrangement must :
- First assesses whether the parties, or a group ofthe parties, control the arrangement (in accordance with the definition of control in IFRS 10)
- Then  it shall assess whether it has joint control of the arrangement. Joint control exists only when decisions about the relevant activities require the unanimous consent of the parties that collectively control the arrangement.

	EX1- Joint control

	Assume an arrangement between three parties whereby Party A has 50% of the voting rights of the arrangement, Party B has 30%, and Party C has 20%. The contractual arrangement between Parties A, B, and C specifies that they must have 75% of the voting rights to make decisions on the activities relevant to the arrangement.





6-Types of joint arrangement
The classification of a joint arrangement as a joint operation or a joint venture depends upon the rights and obligations of the parties to the arrangement.
· A joint operation is a joint arrangement whereby the parties ( operators) that have  joint control of the arrangement have rights to the assets, and
          obligations for the liabilities, relating to the arrangement. 
· A joint venture is a joint arrangement whereby the parties(joint venturers) that have joint control of the arrangement have rights to the net assets of the arrangement. 



7-Financial statements of parties to a joint arrangement
7.1-Joint operations
A participant in a joint operation shall recognize the following in respect of its interests in the joint operation[footnoteRef:3]: [3:  ) JUMA Hamidat(2019)IFRS EXPERT , www.iascasociety.org,p 879
] 

a) its assets, including its share of any assets held jointly;
b) its liabilities, including its share of any liabilities incurred jointly;
c) its proceeds from the sale of its share of the outputs of the joint operation;
d) its share of the proceeds from the sale of the outputs of the joint operation; and,
e) its expenses, including its share of any expenses incurred jointly.
A joint operator shall account for the assets, liabilities, revenues and expenses
relating to its interest in a joint operation in accordance with the IFRSs
applicable to the particular assets, liabilities, revenues and expenses.
	EX2-Joint operation

	On january 2,2022 ,Company (A) and Company (B) agreed to purchase equipment worth $500,000 , under an agreement between the two companies so that ownership is shared, with 55 % for Company (A) and 45% for Company (B). The usefull life of the equipment is 5 years and the company uses the straight-line method of depreciation. 
Required:  How will the two companies  account for the equipment   according to IFRS 11 ?



