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Welcome to our monthly newsletter. We hope you enjoy reading it and find it interesting and 
informative. Please contact a member of our team if you would like to discuss any of the issues raised.  

Changes to IFRS 3 
Business 
Combinations 
 
The accounting standard 

IFRS 3 Business 

combinations prescribes 

how transactions in which 

an entity obtains control 

over a business should be 

accounted for. A review of 

the standard by the IASB 

indicated that the current 

definition of what 

constitutes a business 

poses certain challenges in 

practice. The definition of a 

business has been revised 

to address some of the 

concerns raised. A 

simplified model to assess 

whether a business is 

acquired is also introduced 

into IFRS 3. 

Accounting for business 

combinations: Definition of 

a business 

IFRS 3 Business 

combinations (‘IFRS 3’) 

prescribes how transactions 

in which an entity obtains 

control over a business 

should be accounted for. It 

applies to various forms of 

transactions through which 

businesses are acquired, 

including a purchase of 

shares of a company that 

houses a business, a 

purchase of the assets and 

liabilities associated with a 

business and certain 

mergers. This article 

provides a brief overview of 

a recent amendment to 

IFRS 3. 

Basic principles of IFRS 3 

A critical element of IFRS 3 

is the determination 

whether the subject 

acquired by the reporting 

entity does in fact 

constitute a business or 

not. If it constitutes a 

business, the acquisition 

method prescribed by IFRS 

3 applies. This requires the 

acquirer to recognise the 

identifiable assets and 

liabilities of the business 

acquired at their fair values. 

The difference between 

these values and the 

consideration paid 

represents goodwill or a 

gain on a bargain purchase. 

If the subject of the 

acquisition is not a 

business, it is accounted for 

as an asset acquisition, with 

the purchase price 

allocated proportionately 

to the identifiable assets 

and liabilities. 

Current definition of a 

business 

IFRS 3 currently defines a 

business as: 

an integrated set of 

activities and assets 

that is capable of being 

conducted and 

managed for the 

purpose of providing a 

return in the form of 

dividends, lower costs 

or other economic 

benefits directly to 

investors or other 

owners, members or 

participants 

An implementation review 

of the standard raised 

concerns with regard to the 

application of this definition 
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in practice. These include 

difficulties in evaluating 

whether processes 

acquired are sufficient for 

an acquired set of activities 

and assets to be considered 

a business as well as 

concerns relating to the 

application of this definition 

to a set of activities and 

assets do not generate 

revenue. The revisions to 

the definition aim to 

resolve these difficulties. 

Revised definition and 

guidance 

The revised definition of 

business is:  

An integrated set of 

activities and assets 

that is capable of being 

conducted and 

managed for the 

purpose of providing 

goods or services to 

customers, generating 

investment income 

(such as dividends or 

interest) or generating 

other income from 

ordinary activities 

The application guidance 

relating to this definition 

was expanded significantly 

to provide further clarity. 

Some of the key changes 

resulting from these 

revisions are: 

• The minimum threshold 

for an acquired set of 

activities and assets has 

been defined. A 

business at least 

requires inputs and a 

substantive process 

that together 

significantly contribute 

to the ability to create 

outputs. The nature of 

the relevant outputs 

has been narrowed to 

goods or services 

provided to customers 

or investment- or other 

income. 

• The standard contains 

detailed guidance to 

determine whether a 

process acquired is a 

substantive process or 

not. The guidance 

distinguishes between 

scenarios where 

outputs are generated 

by the assets and 

activities at the time of 

acquisition and where 

no outputs have been 

generated yet. The 

presence of an 

organised workforce 

appears to be a critical 

indicator of a 

substantive process 

acquired.  

To reduce some of the 
complexity and judgement 
involved, an elective 
simplified assessment 
model is introduced into 
IFRS 3. It requires that the 
concentration of the fair 
value of the gross assets 
acquired in a single asset or 
group of similar assets be 
considered. If the value is 
concentrated in a single 
asset, the set activities and 
assets acquired is not a 
business and no further 
assessment is required. If 
no such concentration of 
value in a single asset 
exists, the application of 
the above definition and 
guidance must be applied 
to determine whether a 
business was acquired or 
not. 
 
 

Return on Marketing 
Investment 

Calculating return on 

investment (ROI) on 

marketing activity has 

been a longstanding 

challenge for businesses 
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Return on marketing 

investment is a metric used 

to measure the overall 

effectiveness of a firm’s 

marketing strategy in order 

to help the management 

team to make better 

decisions around future 

marketing investments. 

Marketing activity adds 

value to different business 

functions in different ways. 

Your sales team might 

define marketing value in 

terms of revenue growth 

whereas your operations 

team might view it in terms 

of cost management or 

pricing strategy. As such, 

you should map out what 

value means to each 

function and create metrics 

that measure the impact of 

marketing for each part of 

the business. 

In order to track and 

measure ROI on marketing, 

you need to know how 

much you are spending on 

it - this is where your 

marketing budget comes in. 

Set a marketing budget at 

the start of the year 

alongside clear objectives 

which focus on areas such 

as new client acquisition, 

client retention, brand and 

reputation development, 

etc. 

It can be helpful to explain 

the marketing budget to 

colleagues.  

By providing visibility on 

how each spend in the 

marketing budget aligns 

with the firm’s key strategic 

objectives, you can educate 

your colleagues and 

establish the credibility of 

your marketing function.  

It is often necessary to 

educate your colleagues in 

relation to the uncertainties 

of marketing. Just because 

the firm invests R100 in 

marketing doesn’t 

necessarily mean it will 

make R1,000 in new sales. 

There are various 

uncontrollable factors 

which influence the 

outcomes of marketing 

activities and you should 

take the time to help your 

colleagues to understand 

this. 

You can then create some 

KPI’s which illustrate the 

return on marketing 

investment against each 

strategic objective and also 

measure how the 

marketing investment has 

delivered value to each 

business function in your 

firm. 

If your business has a client 

relationship management 

(CRM) system you can track 

how many customers your 

marketing campaign has 

targeted. You can also track 

the conversion rate – i.e. 

what percentage of 

customers who were 

marketed to by your firm 

actually purchased from 

you each quarter.  

Marketing is a long-term 

investment in developing 

relationships with potential 

customers. The ROI may 

take several months to start 

coming through. As such 

your reporting should focus 

on longer-term measures 

(i.e. quarterly rather than 

monthly measures). As time 

goes by you should be able 

to show how business 

growth followed each 

marketing campaign. 
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Effective Employee 

Benefits Don’t Have to 

Cost Much 

Work life balance and 

flexible working benefits 

may be more valued than 

some of the more 

expensive employee 

benefits offered by some 

businesses. 

Google is well known for 

providing everything from 

free food to onsite gyms, 

while Netflix has joined the 

bandwagon of firms 

offering unlimited holidays. 

What these employers 

demonstrate is that in the 

war for talent, large 

businesses are prepared to 

invest heavily in order to 

attract and retain the best 

people. Competitive pay 

and good benefits still 

factor into an employee’s 

decision to join and stay at 

a firm. However, the 

market is starting to focus 

on offering some other key 

benefits. To truly enjoy 

their jobs, employees must 

feel that their employers 

want to provide them with 

what they need to be 

successful in both their 

professional and personal 

lives. A recent study by 

Mercer identified three 

factors that employees are 

looking for in a company.  

 

Flexibility  

The nine-to-five workday is 

outdated. Regardless of 

industry type, flexibility is 

incredibly important to 

employees who are trying 

to get their work-life 

balance right. Firms that 

offer employees flexibility 

in the form of remote 

working, flexible schedules 

and the technology to work 

from anywhere are 

attracting the best people. 

Flexible working has also 

been linked to reduced 

levels of workplace stress, 

better employee well-being 

and increased productivity. 

The best firms have created 

a culture of trust. They trust 

their employees to self-

manage and get the job 

done. 

 

Health and Well-Being 

Workplace wellness 

initiatives show employees 

that their employers truly 

care about their health and 

well-being. To be 

successful, employee 

wellness programs need to 

be customised and include 

a wide variety of wellness 

initiatives such as fitness 

activities, onsite health 

screenings, providing 

standing desks and regular 

‘lunch and learn’ sessions. 

To truly make a 

commitment to employee 

health and wellbeing, 

employers need to lead by 

example and create a 

culture of wellness across 

the whole firm.  

 

 

 

Working With a Purpose 

The next generation of 

talented employees are 

coming up through the 

ranks and they want to 

work for a firm with a 

purpose. They are willing to 

give up fancy offices and 
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free coffee in exchange for 

getting to work on more 

fulfilling projects that make 

a difference. Modern 

employees want to feel 

their work is contributing to 

the greater good of society. 

In order to create a sense 

of purpose for your team, 

you should create a 

company vision, develop a 

reward and recognition 

system that encourages the 

right behaviour and 

educate your employees as 

to how their job impacts 

the firm, its customers and 

the wider community. 
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Business Advisory 
Services:  
Planning for the 
Wealth You Want 

A facilitated and 

interactive wealth review 

programme 

Fresh Focus and Feeling in 
Control 

Money is what makes the 
world go around and 
because of this it’s 
understandably an emotive 
subject. 

It is important for clients to 
feel in control of their 
wealth, as this provides 
feelings of security and 
wellbeing. We understand 
this and our aim with all our 
clients, is to support them 
in achieving this – every 
step of the way. 

It’s important to take a little 
time-out, to build a clear 
strategy and enhance your 
focus and direction of 
wealth development. 

We help you focus on your 
current estate and how to 
build and protect your 
wealth over the next few 
years. 

 

Our interactive facilitated 
Wealth Review service 
enables you to do just this 
with us. 

• Looking at the most 
important things to you 
and your wealth 
objectives 

• Reviewing your current 
estate and how it is 
situated 

• Planning growth and 
securing your estate 

• Agreeing priorities and 
actions 

You are then able to focus 
on implementation of your 
plans with fresh inspiration 
and with our support. 

 

The Benefits to You 

Our Strategic Wealth 
Review service is tailored to 
suit your needs and consists 
of a series of meetings. The 
facilitated service provides 
you with: 

• Fresh focus and feeling 
more in control 

• Greater awareness of 
your current estate 

• Awareness of any 
inappropriate balance 

• To hear proactive ideas 
on issues 

• High-tech interactivity 

• A copy of each meeting 

• A chance to experience 
how we operate 
without necessarily 
having to change 
accountants 

 

How a Wealth Programme 
Works 

We help you articulate your 
ultimate aspirations and 
aims and using an 
innovative and interactive 
high-tech approach, look at 
key areas of wealth 

 

WEALTH OBJECTIVES 

Facilitation of your goals 
and your wealth objectives. 

 

YOUR CURRENT WEALTH 

Review of your current 
wealth and status of your 
estate. 

 

IDEAS AND PRIORITIES 

Review of what requires 
attention and move 
towards your wealth goals. 
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Please contact a member of 
our team if you would like 
to book a consultation. 


