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IFRS 11: JOINT ARRANGEMENTS 

OVERVIEW 

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

joint control.  

 

� A joint arrangement is evidenced by the existence of a contractual 

relationship between two parties.  

 

� There are two types of joint arrangement: 

 

� Joint operations: 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. 

 

Example: Two companies jointly own and operate a petrol station. The 

contractual agreement states that each company owns 50% of the petrol 

station; is entitled to 50% of the revenues generated and is obliged to settle 50% 

of all incurred expenditure.  

 

� Joint ventures: A joint arrangement whereby the parties that have joint 

control of the arrangement have rights to the net assets of the 

arrangement. 

 

Example: Two venture capitalist (“VC”) companies have joint control over a 

separate company “Structured Ltd”. Structured Ltd operates a petrol station. 

The contractual agreement states the following: 

 

o The separate company owns the petrol station. 

o The split in share ownership of Structured Ltd is 60/40; however, both 

VCs have equal decision making power.  

o The VC companies are entitled to the profits of Structured Ltd based 

on their respective share ownership. 

 

In this case, the important difference is that the separate company owns the 

petrol station, not the two joint owners. The two joint owners are shareholders 

in the company and only have an entitlement to the net assets of that company.  
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IDENTIFYING THE TYPE OF ARRANGEMENT 

 

 

JOINT OPERATION ACCOUNTING 

A joint operator includes the following on a line by line basis in its accounts: 

� its share of assets held and expenses and liabilities  

 

� its share of revenue from the sale of output by the joint operation  

Using the previous example of the petrol station, the company would recognise a non-

current asset equating to 50% of the full book value of the petrol station.  

JOINT VENTURE ACCOUNTING 

A joint venture is accounted for using the Equity Method (exact same method 

as used for Associates) 

  


